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200 Springer Building
3411 Silverside Road
Wilmington, Delaware 19810

T 302.478.8940
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INDEPENDENT AUDITOR'S REPORT www.btcpa.com

December 14, 2016

Board of Commissioners
Kent County, Delaware
Dover, Delaware

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of Kent County,
Delaware (“the County”), as of and for the year ended June 30, 2016, and the related notes to the
financial statements, which collectively comprise the County’s basic financial statements as listed in
the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of Americq; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’'s Responsibility

Our responsibility is 1o express opinions on these financial statements based on our audit. 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 financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, 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, and the aggregate remaining fund information of Kent County, Delaware, as of June 30, 2016,
and the respective changes in financial position, and, where applicable, cash flows thereof, and the
budgetary comparison schedule for the general fund for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As discussed in Note A to the financial statements, the County has adopted the requirements of GASB
Statement No. 72, “Fair Value Measurement and Application.” This statement addresses accounting
and financial reporting issues related to fair value measurements. Our opinion is not modified with
respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 16 - 25; the schedule of changes in net pension
liability, related ratios, and investment returns on page 72; the pension funded status and funding
progress on page 73; and other post-employment benefits funded status and funding progress on
page 74 be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s basic financial statements. The infroductory section, combining
nonmaijor and fiduciary fund financial statements, and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of
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expenditures of federal awards is presented for purposes of additional analysis as required by Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards, and is also not a required part of the basic financial
statements.

The combining nonmajor and fiduciary fund financial statements and the schedule of expenditures of
federal awards are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the combining nonmajor and fiduciary fund financial statements and the schedule of
expenditures of federal awards are fairly stated in all material respects in relation to the basic
financial statements as a whole.

The infroductory and statistical sections have not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
14, 2016, on our consideration of the County’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 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
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the County’s internal
control over financial reporting and compliance.

Ondncae hainton § Cofoms LLP

BARBACANE, THORNTON & COMPANY LLP
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INDEPENDENT AUDITOR'S —
REPORT ON INTERNAL CONTROL LS ccoibgres
OVER FINANCIAL REPORTING AND ON i bicpa.com

COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

December 14, 2016

Board of Commissioners
Kent County, Delaware
Dover, Delaware

We have audited, in accordance with the 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 Compiroller General of the United States, the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate remaining
fund information of Kent County, Delaware (“the County”), as of and for the year ended June 30,
2016, and the related notes to the financial statements, which collectively comprise the County’s
basic financial statements, and have issued our report thereon dated December 14, 2016.

Internal Contirol Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County’s internal
control over financial reporting (“infernal control”) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the County’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the County’s
internal control.

A deficiency in infernal confrol 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 and correct, misstatements on a timely basis. A matferial weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of nhoncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Onlnca Paieton 4 Coponsy LLP

BARBACANE, THORNTON & COMPANY LLP
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THE UNIFORM GUIDANCE

December 14, 2016

Board of Commissioners
Kent County, Delaware
Dover, Delaware

Report on Compliance for Each Major Federal Program

We have audited Kent County, Delaware’s (“the County”) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material
effect on each of the County’s major federal programs for the year ended June 30, 2016. The
County’s major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and recommendations.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of the County’s major federal
programs based on our audit of the types of compliance requirements referred to above. 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 Sftandards, issued by the Comptroller General of the United States; and the audit
requirements of Tile 2 US. Code of Federal Regulafions Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform Guidance”).
Those standards and the Uniform Guidance require that we plan and perform the audit o 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 federal program occurred.
An audit includes examining, on a test basis, evidence about the County’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 on compliance for each major
federal program. However, our audit does not provide a legal determination of the County’s
compliance.
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Opinion on Each Major Federal Program

In our opinion, the County complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2016.

Report on Internal Control Over Compliance

Management of the County is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the County’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with the Uniform Guidance, 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 County’s internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination
of deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Onilnca it 4 Copoy LLP

BARBACANE, THORNTON & COMPANY LLP






KENT COUNTY LEVY COURT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2016

PASS- PASSED
FEDERAL THROUGH THROUGH
FEDERAL GRANTOR/PASS-THROUGH SOURCE CFDA GRANTOR'S GRANT TO SUB-
GRANTOR OR CLUSTER TITLE CODE NUMBER NUMBER PERIOD EXPENDITURES RECIPIENT LOAN BALANCE
U.S. Department of Agriculture
Passed through Sussex County, Delaware
Rural Housing Preservation Grant:
Grant HPG - 01-14 | 10.433 N/A 10/01/14-10/31/15 $ 15,575 $ -
Grant HPG - 01-15 | 10.433 N/A 11/24/15-11/24/16 7,955 -
Subtotal #10.433 23,530 -
Water and Waste Disposal Systems for Rural Communities:
Wastewater Treatment Plant Upgrades - Loan D 10.760 31 N/A 1,544,671 4,443,552
Wastewater Treatment Plant Upgrades - Loan D 10.760 36 N/A 2,838,000 2,838,000
Wastewater Treatment Plant Upgrades - Loan D 10.760 39 N/A 2,506,036 2,506,036
Subtotal #10.760 6,888,707 9,787,588
Total US Department of Agriculture 6,912,237 9,787,588
U.S. Department of Housing and Urban Development
Passed through the State of Delaware, Division of Community
Affairs, Division of Housing and Community Development
Community Development Block Grants/State's Program:
Combined CDBG Grant | 14.228 01-14 07/01/14-06/30/15 159,678 -
Combined CDBG Grant | 14.228 01-15 7/01/15-06/30/16 637,240 -
Combined CDBG Grant Program Income | 14.228 N/A N/A 7,124 -
Neighborhood Stabilization Program (NSP) Grant | 14.228 01-08 03/23/09-12/31/16 6,169 -
Neighborhood Stabilization Program (NSP) Grant Program Income | 14.228 N/A N/A 281,459 -
Subtotal #14.228 1,091,670 -
HOME Investment Partnerships Program:
Home Program | 14.239 HM-01-14 07/01/14-09/30/15 4,336 -
Home Program | 14.239 HM-01-15 07/01/15-09/30/16 266,372 -
Subtotal #14.239 270,708 -
NSP Grant / Recovery Act Funded Program Income | 14.256 N/A N/A 3,847 -
Total U.S. Department of Housing and Urban Development 1,366,225 -
U.S. Department of Interior
Wildlife Refuge Direct Revenue Sharing:
FY15 D 15.659 N/A 07/01/15-06/30/16 52,012 -
Total U.S. Department of Interior 52,012 -




KENT COUNTY LEVY COURT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2016

PASS- PASSED
FEDERAL THROUGH THROUGH
FEDERAL GRANTOR/PASS-THROUGH SOURCE CFDA GRANTOR'S GRANT TO SUB-
GRANTOR OR CLUSTER TITLE CODE NUMBER NUMBER PERIOD EXPENDITURES RECIPIENT LOAN BALANCE
U.S. Department of Transportation
Passed through the State of Delaware, Department of Safety and
Homeland Security / DE Emergency Management Agency
Hazardous Materials Emergency Preparedness Training and Planning Grants
HMEP 2015 | 20.703 N/A 10/1/14-09/30/15 800 -
HMEP 2016 | 20.703 N/A 10/1/15-09/30/16 4,768 -
Subtotal #20.703 5,568 -
Total U.S. Department of Transportation 5,568 -
U.S. Environmental Protection Agency
Passed through the State of Delaware, Department of Natural Resources
and Environmental Control, Division of Water Resources
Capitalization Grants for Clean Water State Revolving Funds:
Delaware Water Pollution Control Revolving Fund Loan - Murderkill | 66.458 12000057 N/A 185,146 363,656
Total U.S. Environmental Protection Agency 185,146 363,656
U.S. Department of Homeland Security
Passed through the State of Delaware, Department of Safety and
Homeland Security / DE Emergency Management Agency
Hazard Mitigation Grant Program | 97.039 FEMA-4037-DR-DE  01/09/13-01/31/16 1,504 -
Emergency Management Performance Grant: FY15 | 97.042 EMPG-15-001 10/1/14-12/31/16 114,298 -
Homeland Security Grant Program:
Tactical Combat Casualty Care | 97.067 N/A 09/01/14-11/30/16 8,878 -
International School of Tactical Medicine A&B | 97.067 N/A 09/01/14-11/30/16 6,600 -
Counter Narcotics and Terrorism Operational Medical Support | 97.067 N/A 09/01/14-11/30/16 3,050 -
International School of Tactical Medicine | 97.067 N/A 09/01/14-11/30/16 12,839 -
Subtotal #97.067 31,367 -
Total U.S. Department of Homeland Security 147,169 -
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 8,668,357 $ $ 10,151,244

Source Code:
D = Direct Federal Funding
| = Indirect Federal Funding




NOTE 1

NOTE 2

NOTE 3

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes all the federal grant
activity of the County and is presented on the accrual basis of accounting. The information
in this schedule is presented in accordance with the requirements of the Uniform Guidance.
Therefore, some amounts presented in this schedule may differ from amounts presented in, or
used in the preparation of, the basic financial statements.

FISCAL PERIOD AUDITED

Single audit testing procedures were performed for program transactions occurring during
the fiscal year ended June 30, 2016.

LOAN BALANCES INVOLVING FEDERAL FUNDS

During fiscal year 1994, the County received $132,700 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration ("FmHA"), for construction of the Little
Creek Sanitary Sewer District Project under the FmHA’s Water and Waste Disposal System for
Rural Communities Program (CFDA #10.760). This loan is fully drawn down, and no
expenditures related to it are reflected in the schedule of expenditures of federal awards.
The loan balance atf June 30, 2016 was $88,732.

During fiscal year 1996, the County was awarded $3,914,918 in loan proceeds from the
Delaware Department of Natural Resources and Environmental Control, Delaware Water
Pollution Control Revolving Fund, for construction of the Northern Conveyance System
Upgrade under the Capitalization Grants for Clean Water State Revolving Funds Program
(CFDA #66.458). This loan is fully drawn down, and no expenditures related to it are reflected
in the schedule of expenditures of federal awards. The loan balance at June 30, 2016 was
$386,744 (83.33 percent federal funds; 16.67 percent state funds).

During fiscal year 2001, the County was awarded $392,400 in loan proceeds (with
capitalized interest costs of $48,346) from the Delaware Department of Natural Resources
and Environmental Control, Delaware Water Pollution Control Revolving Fund, for construction
of the Bowers Sanitary Sewer District Project under the Capitalization Grants for Clean Water
State Revolving Funds Program (CFDA #66.458). This loan is fully drawn down, and no
expenditures related to it are reflected in the schedule of expenditures of federal awards.
The loan balance at June 30, 2016 was $169,249 (83.33 percent federal funds; 16.67
percent state funds).



NOTE 3

LOAN BALANCES INVOLVING FEDERAL FUNDS (cont'd)

During fiscal year 2001, the County was awarded $375,000 in loan proceeds from the
Delaware Department of Natural Resources and Environmental Control, Delaware Water
Pollution Control Revolving Fund, for construction of the Kenton Sanitary Sewer District Project
under the Capitalization Grants for Clean Water State Revolving Funds Program (CFDA
#66.458). This loan is fully drawn down, and no expenditures related to it are reflected in the
schedule of expenditures of federal awards. The loan balance at June 30, 2016 was
$124,484 (83.33 percent federal funds; 16.67 percent state funds).

During fiscal year 2001, the County was awarded $100,000 in loan proceeds from the
Delaware Department of Natural Resources and Environmental Control, Delaware Water
Pollution Control Revolving Fund, for construction of the Northeast Sanitary Sewer District
Project under the Capitalization Grants for Clean Water State Revolving Funds Program (CFDA
#66.458). This loan is fully drawn down, and no expenditures related to it are reflected in the
schedule of expenditures of federal awards. The loan balance at June 30, 2016 was $34,433
(83.33 percent federal funds; 16.67 percent state funds).

During fiscal year 2004, the County was awarded $720,900 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for construction of the Northeast
Sanitary Sewer District Project under the FmHA’s Water and Waste Disposal Systems for Rural
Communities Program (CFDA #10.760). This loan is fully drawn down, and no expenditures
related to it are reflected in the schedule of expenditures of federal awards. The loan
balance at June 30, 2016 was $615,476.

During fiscal years 2006 and 2008, the County was awarded $254,000 and $121,000 in loan
proceeds, respectively, from the U.S. Department of Agriculture for an extension of sewer to
the Baker's Choice Community under the Rural Utilities Service’s Water and Waste Disposal
Systems for Rural Communities Program (CFDA #10.760). This loan is fully drawn down, and
no expenditures related to it are reflected in the schedule of expenditures of federal awards.
The loan balance at June 30, 2016 was $345,244.

During fiscal year 2010, the County was awarded $15,527,296 in loan proceeds (reduced to
$14,905,418 through loan forgiveness of $621,878) from the Delaware Department of Natural
Resources and Environmental Control, Delaware Water Pollution Control Revolving Fund, for
construction of the Renewable Energy Park and UV Disinfection Water Projects under the
Capitalization Grants for Clean Water State Revolving Funds Program (CFDA #66.458). A
portion of this loan, $1,259,538, is funded through the American Recovery and Reinvestment
Act of 2009. This loan is fully drawn down, and no expenditures related to it are reflected in
the schedule of expenditures of federal awards. The loan balance at June 30, 2016 was
$12,134,311 (83.33 percent federal funds; 16.67 percent state funds).



NOTE 3

LOAN BALANCES INVOLVING FEDERAL FUNDS (cont'd)

During fiscal year 2010, the County was awarded $2,289,935 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for construction of Kitts Hummock
under the FmHA’s Water and Waste Disposal System for Rural Communities Program (CFDA
#10.760). This loan is fully drawn down, and no expenditures related to it are reflected in the
schedule of expenditures of federal awards. The loan balance at June 30, 2016 was
$2,187,834.

During fiscal year 2010, the County was awarded $110,065 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for construction of Kitts Hummock
under the FmHA’s Water and Waste Disposal System for Rural Communities Program (CFDA
#10.760). This loan is fully drawn down, and no expenditures related to it are reflected in the
schedule of expenditures of federal awards. The loan balance at June 30, 2016 was
$103,011.

During fiscal year 2010, the County was awarded $1,000,000 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for construction of Brookdale
Heights under the FmHA’s Water and Waste Disposal System for Rural Communities Program
(CFDA #10.760). This loan is fully drawn down, and no expenditures related to it are reflected
in the schedule of expenditures of federal awards. The loan balance at June 30, 2016 was
$927,807.

During fiscal year 2010, the County was awarded $3,900,000 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for construction of the Southern
Milford Bypass under the FmHA’s Water and Waste Disposal System for Rural Communities
Program (CFDA #10.760). This loan is not fully drawn down, and no expenditures related to it
are reflected in the schedule of expenditures of federal awards. The loan balance at June
30, 2016 was $2,809,435.

During fiscal year 2011, the County was awarded $5,000,000 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for the Wastewater Treatment Plant
upgrades under the FmHA’s Water and Waste Disposal System for Rural Communities Program
(CFDA #10.760). This loan is fully drawn down, and expenditures in the amount of $1,544,671
are reflected in the schedule of expenditures of federal awards. The loan balance at June
30, 2016 was $4,443,552.

During fiscal year 2011, the County was awarded $6,442,000 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for the Wastewater Treatment Plant
upgrades under the FmHA’s Water and Waste Disposal System for Rural Communities Program
(CFDA #10.760). This loan is not fully drawn down, and no expenditures related to it are
reflected in the schedule of expenditures of federal awards. The loan balance at June 30,
2016 was $5,687,832.



NOTE 3

LOAN BALANCES INVOLVING FEDERAL FUNDS (cont'd)

During fiscal year 2013, the County was awarded $2,838,000 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for the Wastewater Treatment Plant
upgrades under the FmHA’s Water and Waste Disposal System for Rural Communities Program
(CFDA #10.760). This loan is fully drawn down, and expenditures related to it in the amount of
$2,838,000 are reflected in the schedule of expenditures of federal awards. The loan
balance at June 30, 2016 was $2,838,000.

During fiscal year 2013, the County was awarded $1,200,000 in loan proceeds from the
Delaware Department of Natural Resources and Environmental Control, Delaware Water
Pollution Control Revolving Fund, for a land conservation project under the Capitalization
Grants for Clean Water State Revolving Funds Program (CFDA #66.458). This loan is fully
drawn down, and no expenditures related to it are reflected in the schedule of expenditures
of federal awards. The loan balance at June 30, 2016 was $966,667 (83.33 percent federal
funds; 16.67 percent state funds).

During fiscal year 2013, the County was awarded $633,000 in loan proceeds from the
Delaware Department of Natural Resources and Environmental Control, Delaware Water
Pollution Control Revolving Fund, for the Murderkill wetland restoration project under the
Capitalization Grants for Clean Water State Revolving Funds Program (CFDA #66.458). This
loan is not fully drawn down, and expenditures in the amount of $185,146 are reflected in the
schedule of expenditures of federal awards. The loan balance at June 30, 2016 was
$436,405 (83.33 percent federal funds; 16.67 percent state funds).

During fiscal year 2013, the County was awarded $1,423,107 in loan proceeds from the
Delaware Department of Natural Resources and Environmental Control, Delaware Water
Pollution Control Revolving Fund, for the East Dover sewer project under the Capitalization
Grants for Clean Water State Revolving Funds Program (CFDA #66.458). This loan is not fully
drawn down, and no expenditures related to it are reflected in the schedule of expenditures
of federal awards. The loan balance at June 30, 2016 was $422,207 (83.33 percent federal
funds; 16.67 percent state funds).

During fiscal year 2014, the County was awarded $725,000 in loan proceeds from the
Delaware Department of Natural Resources and Environmental Control, Delaware Water
Pollution Control Revolving Fund, for the Hilllop Mobile Home sewer project under the
Capitalization Grants for Clean Water State Revolving Funds Program (CFDA #66.458). This
loan is not fully drawn down, and no expenditures related to it are reflected in the schedule
of expenditures of federal awards. The loan balance at June 30, 2016 was $135,000 (83.33
percent federal funds; 16.67 percent state funds).



NOTE 3

NOTE 4

LOAN BALANCES INVOLVING FEDERAL FUNDS (cont'd)

During fiscal year 2014, the County was awarded $5,000,000 in loan proceeds from the U.S.
Department of Agriculture, Farmers’ Home Administration, for the Wastewater Treatment Plant
upgrades under the FmHA’s Water and Waste Disposal System for Rural Communities Program
(CFDA #10.760). This loan is not fully drawn down, and expenditures related to it in the
amount of $2,506,036 are reflected in the schedule of expenditures of federal awards. The
loan balance at June 30, 2016 was $2,506,036.

INDIRECT COST RATE

The County has not elected to use the 10 percent de minimis indirect cost rate allowed under
Uniform Guidance. For the year ended June 30, 2016, there were no indirect costs included
in the schedule of expenditures of federal awards.



PART A - SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued [unmodified, qualified, adverse, or disclaimer]:

Unmodified

Internal control over financial reporting:

o Material weakness(es) identified?

o Significant deficiency(ies) identified?

¢ Noncompliance material to financial
statements noted?

Federal Awards

Internal control over major programs:
o Material weakness(es) identified?
o Significant deficiency(ies) identified?

__ Yes _X No

Yes X___None reported
_ Yes X No
__ Yes _X No

Yes X___None reported

Type of auditor’s report issued on compliance for major programs [unmodified, qualified, adverse, or

disclaimerf]:

Unmodified

Any audit findings disclosed that are
required to be reported in accordance
with the Uniform Guidance?

Identification of major program:

CFDA Numbers

10.760

14.228

Dollar threshold used to distinguish between
Type A and Type B programs:

Auditee qualified as low-risk auditee?

Yes X __No

Name of Federal Program or Cluster

Water and Waste Disposal Systems for Rural
Communities

Community Development Block Grant

$750,000

X __Yes No



PART B - FINDINGS RELATED TO FINANCIAL STATEMENTS

STATUS OF PRIOR YEAR FINDINGS

None.

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

None.

PART C - FINDINGS RELATED TO FEDERAL AWARDS

STATUS OF PRIOR YEAR FINDINGS

None.

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

None.
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