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October 27, 2009 
 
 
To the Honorable Mayor, Members of the City Council, and Citizens of the City of 
Washington: 
 
 
State Law requires that every general-purpose local government publish within six months of 
the close of each fiscal year a complete set of audited financial statements.  This report is 
published to fulfill that requirement for the fiscal year ended June 30, 2009.   
 
Management assumes full responsibility for the completeness and reliability of the 
information contained in this report, based upon a comprehensive framework of internal 
control that it has established for this purpose.  Because the cost of internal control should not 
exceed anticipated benefits, the objective is to provide reasonable, rather than absolute, 
assurance that the financial statements are free of any material misstatements.  
 
Martin Starnes & Associates, CPAs, P.A., have issued an unqualified (“clean”) opinion on the 
City of Washington’s financial statements for the year ended June 30, 2009.  The independent 
auditor’s report is located at the front of the financial section of this report.   
 
Management’s discussion and analysis (MD&A) immediately follows the independent 
auditor’s report and provides a narrative introduction, overview, and analysis of the basic 
financial statements.  The MD&A compliments this letter of transmittal and should be read in 
conjunction with it.   
 
Profile of the Government  
 
The City of Washington, incorporated in 1782, is located in the eastern part of North Carolina 
on the northern banks of the Pamlico River.  It has been the county seat of Beaufort County 
since 1785.  It has a land area of 7.663 square miles and a population of 10,214.  The City is 
empowered to levy a property tax on both real and personal property located within its 
boundaries.  It is also empowered by state statute to extend its corporate limits by annexation, 
which it has done from time to time. 
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Mayor Judy M. Jennette 20 years December, 2009
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Councilperson N. Archie Jennings 4 years December, 2009
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Title Name Of Service with the City of Washington

City Attorney Franz Holscher 3 years 3 years
City Clerk Cynthia Bennett 1 year 10 years

City Manager James C. Smith 3.5 years 3.5 years
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Total Length Length of Employment
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INDEPENDENT AUDITORS' REPORT 
 
 
 
To The Honorable Mayor and 
Members of the City Council 
City of Washington, North Carolina 
 
 
We have audited the accompanying financial statements of the governmental activities, the business type 
activities, each major fund, the discretely presented component unit and the aggregate remaining fund 
information of the City of Washington, North Carolina as of and for the year ended June 30, 2009 which 
collectively comprise the City’s basic financial statements as listed in the table of contents.  These 
financial statements are the responsibility of the City’s management.  Our responsibility is to express an 
opinion on these basic financial statements based on our audit.  We did not audit the financial statements 
of the Washington Tourism Development Authority.  Those financial statements were audited by other 
auditors whose report thereon has been furnished to us, and our opinion, insofar as it relates to the 
amounts included for the Washington Tourism Development Authority, is based solely on the report of 
the other auditors.  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the basic financial statements are free of material 
misstatement. The financial statements of Washington TDA Board were not audited in accordance with 
Government Auditing Standards.   An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements.  An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation.  We believe that our audit and the report of the other auditors provide a reasonable 
basis for our opinions. 
 
In our opinion, based on our audit and the report of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the governmental 
activities, the business-type activities, each major fund, the discretely presented component unit and the 
aggregate remaining fund information of the City of Washington, North Carolina as of June 30, 2009, and 
the respective changes in financial position and cash flows, where applicable, thereof and the respective 
budgetary comparison for the General Fund for the year then ended in conformity with accounting 
principles generally accepted in the United States of America.  
 
In accordance with Government Auditing Standards we have also issued our report dated October 27, 
2009 on our consideration of City of Washington’s internal control over financial reporting and our tests 
of its compliance with certain provisions of laws, regulations, contracts and grants and other matters.  The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on the internal control over 
financial reporting or on compliance.  That report is an integral part of an audit prepared in accordance 
with Government Auditing Standards and should be considered in assessing the results of our audit. 
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Report On Compliance With Requirements Applicable To Each Major State Program And 
Internal Control Over Compliance In Accordance With Applicable Sections Of  

OMB Circular A-133 And The State Single Audit Implementation Act 
 
 
 
To the Members of City Council 
City of Washington, North Carolina 
 
 
Compliance 
 
We have audited the compliance of City of Washington, North Carolina, with the types of compliance 
requirements described in the Audit Manual for Governmental Auditors in North Carolina, issued by the 
Local Government Commission that are applicable to each of its major State programs for the year ended 
June 30, 2009.  City of Washington's major State programs are identified in the summary of auditor's 
results section of the accompanying schedule of findings and questioned costs.  Compliance with the 
requirements of laws, regulations, contracts, and grants applicable to each of its major State programs is 
the responsibility of City of Washington's management.  Our responsibility is to express an opinion on 
City of Washington's compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and applicable sections of OMB 
Circular A-133, as described in the Audit Manual for Governmental Auditors in North Carolina, and the 
State Single Audit Implementation Act.  Those standards, applicable sections of OMB Circular A-133, 
and the State Single Audit Implementation Act, require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements referred to 
above that could have a direct and material effect on a major State program occurred.  An audit includes 
examining, on a test basis, evidence about City of Washington's compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.  We believe that our 
audit provides a reasonable basis for our opinion.  Our audit does not provide a legal determination on 
City of Washington's compliance with those requirements. 
 
In our opinion, City of Washington complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major State programs for the year ended June 30, 2009. 



 

 

Internal Control Over Compliance 
 
The management of City of Washington is responsible for establishing and maintaining effective internal 
control over compliance with requirements of laws, regulations, contracts, and grants applicable to state 
programs.  In planning and performing our audit, we considered City of Washington's internal control 
over compliance with requirements that could have a direct and material effect on a major State program 
in order to determine our auditing procedures for the purpose of expressing our opinion on compliance, 
but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over 
compliance.   
 
A control deficiency in a entity’s internal control over compliance exists when the design or operation of 
a control does not allow management or employees in the normal course of performing their assigned 
functions, to prevent or detect noncompliance with a type of compliance requirement of a State program 
on a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the entity’s ability to administer a State program such that there is more than a 
remote likelihood that noncompliance with a type of compliance requirement of a State program that is 
more than inconsequential will not be prevented or detected by the City’s internal control.   
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
State program will not be prevented or detected by the City’s internal control.   
 
Our consideration of the internal control over compliance was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in the City’s internal 
control that might be significant deficiencies or material weakness.  We did not identify any deficiencies 
in internal control over compliance that we consider to be material weaknesses, as defined above.   
 
This report is intended solely for the information and use of the Members of City Council, management, 
and federal and State awarding agencies and pass-through entities and is not intended to be, and should 
not be, used by anyone other than these specified parties. 
 
 

 
 
Martin Starnes & Associates, CPAs, P.A. 
October 27, 2009 
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CITY OF WASHINGTON, NORTH CAROLINA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 
 
 

 

1. Summary of Auditors’ Results 
 

A. An unqualified opinion was issued on the financial statements of City of Washington, North 
Carolina. 

 
B. Our audit of the basic financial statements disclosed no significant deficiencies or material 

weaknesses in internal controls.   
 

C. Our audit of the basic financial statements disclosed no instances of noncompliance with 
laws, regulations, and the provisions of contracts and grant agreements that are material to 
the basic financial statements. 

 
D. Our audit of compliance with the types of compliance requirements applicable to the City’s 

major programs disclosed no significant deficiencies or material weaknesses in internal 
controls over major programs. 

 
 E. An unqualified opinion was issued on City of Washington, North Carolina’s compliance with 

the types of compliance requirements applicable to its major federal programs. 
 
 F. An unqualified opinion was issued on City of Washington, North Carolina’s compliance with 

the types of compliance requirements applicable to its major State programs. 
 
 G. Our audit disclosed no audit findings which related to federal and State awards. 
 
 H. Major federal programs for the City of Washington, North Carolina for the fiscal year ended 

June 30, 2009 are: 
 
   Program Name     CFDA# 
 
   Community Development Block Grant  14.228   
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CITY OF WASHINGTON, NORTH CAROLINA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 
 
 

 

I. Major State programs for City of Washington, North Carolina for the fiscal year ended June 
30, 2009 are: 

 
         Program Name     

  N.C. Rural Development Center Grant 
      

J. The threshold for determining Type A programs for City of Washington, North Carolina is 
$300,000. 

 
K. City of Washington, North Carolina did not qualify as a low risk auditee under Section .530 

of Circular No. A-133. 
 

 
2. Findings Related to the Audit of the Basic Financial Statements 
  
 None 

 
3. Findings and Questioned Costs Related to the Audit of Federal Awards 

  
 None 
 

4. Findings and Questioned Costs Related to the Audit of State Awards 
  

 None 
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CITY OF WASHINGTON, NORTH CAROLINA 
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 
 
 

 

None. 
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CITY OF WASHINGTON, NORTH CAROLINA

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

State Federal
Federal Pass-Through (Direct and

Grantor/Pass-Through CFDA or Grantor's Pass-Through) State Local
Grantor/Program Title Number Number Expenditures Expenditures Expenditures

Federal Grants

U.S. Department of Interior
Passed through NC Dept. of Environment and Natural Resources

Boating Infrastructure Grant 15.662 668 33,750$            -$                  -$                   

Total U.S. Department of Interior 33,750              -                    -                     

U.S. Dept. of Justice
Passed through NC Dept. of Crime Control & Public Safety
Division of Governor's Crime Commission

Child Assualt Grant 16.575 007-1-05-2VC-AW-763 43,540              -                    14,513           
GCC2008 16.575 007-1-04-15A-AD-131 11,038              -                    3,680             
Project Next Step 16.575 007-1-08-001-BH-417 141,414            -                    47,138           
Washington PD Investigator Overtime 16.575 007-1-06-001-BH-658 12,561              -                    4,187             

Total U.S. Department of Justice 208,553            -                    69,518           

U.S. Department of Transportation
Passed through the North Carolina Department  of Transportation
  Division of Aviation:

Airport Improvements 20.106 36237.38.4.1 510                   -                    56                  
Airport Improvements 20.106 36237.38.7.1 12,794              -                    1,422             
Airport Improvements 20.106 36244.51.7.1 8,633                -                    960                

Total U.S. Department of Transportation 21,937              -                    2,438             

U.S. Department of Housing and Urban Development
  Passed through the North Carolina Department of Commerce
    Division of Community Assistance:

CDBG Housing Dev. 6th & 7th Street Revitalization 14.228 07-C-1698 358,080            - -                     
CDBG Housing Dev. Keysville Road Subdivision 14.228 05-C-1490 14,656              - -                     
CDBG Infrastructure Grant Industrial Park 14.228 05-C-1470 336,600            -                    -                     
CDBG Infrastructure Grant Pennsylvania Ave. 14.228 03-D-1734 89,641              -                    -                     
CDBG Capacity Grant 14.228 08-C-1812 23,582              -                    -                     
CDBG Down Payment Assistance 14.228 03-C-1211 9,293                -                    -                     

Total U.S. Department of Housing and Urban Development 831,851            -                    -                     

U.S. Dept. of Homeland Security
Passed through the Office of State and Local Government 
Coordination & Preparedness

SAFER Grant 97.044 EMW-2007-FF-01057 59,614              -                    -                     
Total U.S. Dept. of Homeland Security 59,614              -                    -                     

Total Federal Awards 1,155,705       -                   71,956         

State Awards
N.C. Department of Cultural Resources

State Aid -                       11,516$        -
Bill Gates Grant - 7,800            -
Cornerstone Grant -                       1,200            -                     
LSTA Library Grant -                       12,589          -                     
Beaufort County Historic Architectual Study -                       15,583          11,531           

Total N.C. Department of Cultural Resources -                       48,688          11,531           

N.C. Department of Transportation
  Powell Bill - 276,743        -

Total N.C. Department of Transportation -                       276,743        -                     
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CITY OF WASHINGTON, NORTH CAROLINA

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

State Federal
Federal Pass-Through (Direct and

Grantor/Pass-Through CFDA or Grantor's Pass-Through) State Local
Grantor/Program Title Number Number Expenditures Expenditures Expenditures

N.C. Rural Economic Development Center
Turnage Theater Grant -                       40,000          -                     
Pacific Seacraft Grant -                       119,094        -                     
Water Extension - Flanders Corporation 2006-061-40401-107 -                       239,188        -                     
PEG Channel Grant 2008-257-80315-102 -                       24,158          24,158           
Fueling System Upgrade -                       9,359            234                

Total N.C. Rural Economic Development Center -                       431,799        24,392           

Total State Awards -                       757,230        35,923           

Total Federal and State Awards 1,155,705$       757,230$      107,879$       

Note to the Schedule of Expenditures of Federal and State Financial Awards

Basis of Presentation

of the basic financial statements.

The accompanying Schedule of Expenditures of Federal and State Awards includes the federal and State grant activity of the City of Washington,
North Carolina and is presented on the modified accrual basis of accounting.  The information in this schedule is presented in accordance with
the requirements of OMB Circular A-133, Audits of States,  Local Governments  and  Non-Profit Organizations and the State Single Audit.
Implementation Act .  Therefore, some amounts presented in this schedule may differ from amounts presented in or used in the preparation 
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