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Boone County, Missouri’s audited financial statements, as of and for the year ended December 31,
2007, are separately attached hereto.
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Independent Auditors’ Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

The County Commissioners of
Boone County, Missouri:

We have audited the financial statements of the governmental activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of Boone County, Missouri as of and
for the year ended December 31, 2007, which collectively comprise Boone County, Missouri’s basic
financial statements, and have issued our report thereon dated July 29, 2008. Our report on the basic
financial statements was modified because we did not audit the financial statements of the discretely
presented component unit. As discussed in note 1(q) to the basic financial statements, Boone County,
Missouri retroactively reported infrastructure assets acquired prior to January 1, 2003 in accordance with the
transition provisions of GASB Statement No. 34, Basic Financial Statements — and Management Discussion
and Analysis — For State and Local Governments, as of January 1, 2007. 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. The financial statements of the discretely presented component unit were not
audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Boone County, Missouri’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the basic financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Boone County, Missouri’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of Boone County, Missouri’s internal control over financial
reporting.

A control deficiency 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 misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will not
be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Boone County, Missouri’s basic financial
statements are free of 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 noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the County Commissioners of Boone County,
Missouri; management; federal awarding agencies; and pass-through entities, and is not intended to be and

should not be used by anyone other than these specified parties.

KPMme LIP

St. Louis, Missouri
July 29, 2008



Suite 900
10 South Broadway
St. Louis, MO 63102-1761

Independent Auditors’ Report on Compliance With Requirements
Applicable to its Major Program and on Internal Control Over
Compliance in Accordance With OMB Circular A-133

The County Commissioners of
Boone County, Missouri:

Compliance

We have audited the compliance of Boone County, Missouri with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to its major federal program for the year ended December 31, 2007. Boone County,
Missouri’s major federal program is identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to its major federal program is the responsibility of Boone
County, Missouri’s management. Our responsibility is to express an opinion on Boone County, Missouri’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 OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
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 federal program occurred. An audit includes examining, on a test basis, evidence about Boone
County, Missouri’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 of Boone County, Missouri’s compliance with
those requirements.

In our opinion, Boone County, Missouri complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the year ended December 31, 2007. However, the
results of our auditing procedures disclosed an instance of noncompliance with those requirements, which is
required to be reported in accordance with OMB Circular A-133 and which is described in the
accompanying schedule of findings and questioned costs as Finding 2007-01.

Internal Control Over Compliance

The management of Boone County, Missouri is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered Boone County, Missouri’s internal
control over compliance with the requirements that could have a direct and material effect on a major federal
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 Boone County, Missouri’s
internal control over compliance.
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Our consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in the entity’s internal control that might be
significant deficiencies or material weaknesses as defined below. However, as discussed below, we
identified certain deficiencies in internal control over compliance that we consider to be significant
deficiencies. '

A control deficiency in an 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 federal 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 federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control. We consider the
deficiency in internal control over compliance described in the accompanying schedule of findings and
questioned costs as Finding 2007-01 to be a significant deficiency.

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
federal program will not be prevented or detected by the entity’s internal control. We consider the significant
deficiency described in the accompanying schedule of findings and questioned costs as Finding 2007-01 to
be a material weakness.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the discretely presented component
unit, each- major fund, and the aggregate remaining fund information of Boone County, Missouri as of and
for the year ended December 31, 2007, and have issued our report thereon dated July 29, 2008. Our report
on the basic financial statements was modified because we did not audit the financial statements of the
discretely presented component unit. As discussed in note 1(q) to the basic financial statements, Boone
County, Missouri retroactively reported infrastructure assets acquired prior to January 1, 2003 in accordance
with the transition provisions of GASB Statement No. 34, Basic Financial Statements — and Management
Discussion and Analysis — For State and Local Governments, as of January 1, 2007. Our audit was
performed for the purpose of forming opinions on the financial statements that collectively comprise Boone
County, Missouri’s basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

Boone County, Missouri’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. We did not audit Boone County, Missouri’s response, and
accordingly, we express no opinion on it.

This report is intended solely for the information and use of the County Commissioners of Boone County,
Missouri; management; federal awarding agencies; and pass-through entities, and is not intended to be and
should not be used by anyone other than these specified parties.

KPMme LI

St. Louis, Missouri
July 29, 2008
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BOONE COUNTY, MISSOURI
Notes to Schedule of Expenditures of Federal Awards

Year ended December 31, 2007

@)

@

&)

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the schedule) presents the
activity of all federal awards programs of Boone County, Missouri for the year ended
December 31, 2007. For the purposes of the schedule, federal awards include grants, contracts,
loans, and loan guarantee agreements entered into directly between Boone County, Missouri and
agencies and departments of the federal government or passed through other government
agencies or other organizations.

Basis of Accounting

Amounts reported in the accompanying schedule are presented using the accrual basis of
accounting, which is described in note 1 to Boone County, Missouri's basic financial statements.

"Grants to Subrecipients

The accompanying schedule includes no federal expenditures that have been passed through to
subrecipients.



BOONE COUNTY, MISSOURI
Schedule of Findings and Questioned Costs

Year ended December 31, 2007

0)

@

Summary of Auditors’ Results:

(@

(b)

(©

(d)

O
®

(2)

(h)
)

The type of report issued on the basic financial statements: Unqualified Opinions on the
governmental activities, the discretely presented component unit, each major fund,
and the aggregate remaining fund information of Boone County, Missouri

Significant deficiencies in internal control were disclosed by the audit of the basic
financial statements: None reported

Material weaknesses: No

Noncompliance which is material to the basic financial statements: No

Significant deficiencies in internal control over the major program: Yes
Material weaknesses: Yes

The type of report issued on compliance for the major program: Ungqualified Opinion

Any audit findings which are required to be reported under Section .510(a) of OMB
Circular A-133: Yes

Major program:
» CFDA #97.036—United States Department of Homeland Security passed
through the Missouri Department of Public Safety—Disaster Grants—Public
Assistance (Presidentially Declared Disasters)

Dollar threshold used to distinguish between Type A and Type B programs: $300,000

Auditee qualified as a low-risk auditee under Section .530 of OMB Circular A-133: Yes

Findings Relating to the Basic Financial Statements Reported in Accordance with
Government Auditing Standards: No



BOONE COUNTY, MISSOURI
Schedule of Findings and Questioned Costs, Continued

Year ended December 31, 2007

(3) Findings and Questioned Costs Relating to Federal Awards:

FINDING 2007-01

Federal Agencies —United States Department of Homeland Security passed through the Missouri
Department of Public Safety

Federal Program Title — Disaster Grants—Public Assistance (Presidentially Declared Disasters)

CFDA No. -97.036

Grant Identification Numbers — FEMA 1673-DR-MO, FEMA 1676-DR-MO, and FEMA 1736-DR-
MO '

Grant Award Periods — Various

Compliance Requirement — Procurement and Suspension and Debarment

Criteria — 2 Code of Federal Regulations (CFR) Part 180 states that non-Federal entities are prohibited
from contracting with or making subawards under covered transactions to parties that are suspended or
debarred or whose principals are suspended or debarred. Covered transactions include those
procurement contracts and subcontracts that are expected to equal or exceed $25,000 or meet certain
other specified criteria, as defined within 2 CFR Part 180. Specifically, when entering into a covered
transaction, Boone County, Missouri (the County) must verify that the other party is not excluded or
disqualified by (a) checking the Excluded Party List System (EPLS), (b) collecting a certification from
the other party, if allowed by the Federal agency responsible for the transaction, or (c) by adding a
clause or condition to the covered transaction with that person or entity.

Condition Found — The County did not have an effective system of internal control in place to ensure
compliance with the procurement and suspension and debarment compliance requirement. The
County’s mechanism for complying with the procurement and suspension and debarment compliance
requirement for covered transactions normally includes collecting a certification from the other party at
the time in which the County enters into the respective covered transaction. Due to the nature of the
Disaster Grants—Public Assistance (Presidentially Declared Disasters) program, the County was
reimbursed for certain goods purchased off of contracts that were entered into prior to the occurrence
of the Presidentially Declared Disaster, and which therefore had not been originally identified as
covered transactions to be funded with Federal funds. Because these contracts were not considered
covered transactions at the time when the contracts were initiated, the County did not collect a
certification from the other party certifying the other party was not excluded or disqualified. In such
situations, the County did not have an alternate process to verify the other party was not an excluded or
disqualified party after identifying that expenditures would be reimbursed with Federal funds.

Questioned Costs — There are no questioned costs because the covered transactions for which the
County did not have a process in place to verify the other party was not an excluded or disqualified
party were not suspended or debarred per subsequent review of the EPLS website.



BOONE COUNTY, MISSOURI
Schedule of Findings and Questioned Costs, Continued

Year ended December 31, 2007

Context — The condition found impacts all covered transactions reimbursed for goods purchased off of
contracts that were entered into prior to the occurrence of the related Presidentially Declared Disasters,
or $114,252 for the year ended December 31, 2007. We subsequently tested all covered transactions
for which the County did not have a process in place to verify the other party was not an excluded or
disqualified party during the year ended December 31, 2007 by verifying whether or not any of these
entities were suspended or debarred. None of the covered transactions were with parties that were
suspended or debarred upon subsequent review of the EPLS.

Cause and Effect — The County did not have an effective system of internal control in place to ensure
compliance with the procurement and suspension and debarment compliance requirement in situations
when the County was reimbursed for certain goods purchased off of contracts that were entered into
prior to the occurrence of the Presidentially Declared Disaster, and which therefore had not been
originally identified as being funded with Federal funds. As a result, the County not did verify the
other party was not an excluded or disqualified party by (a) checking the Excluded Party List System
(EPLS), (b) collecting a certification from the other party, if allowed by the Federal agency responsible
for the transaction, or (c) by adding a clause or condition to the covered transaction with that person or
entity.

Recommendations — We recommend the County strengthen its existing processes and controls relative
to ensuring covered transactions are not entered into with suspended or debarred parties in accordance
with 2 CFR Part 180.

Views of Responsible Officials and Corrective Actions — The County acknowledges the
recommendation and will design and implement additional procedures to ensure compliance in the

situations noted above. The implementation date will be no later than December 31, 2008.

Contact Name: June E. Pitchford, Boone County Auditor
Contact Telephone Number: (573) 886-4275
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