








TOWN OF DENTON, MARYLAND

Notes to Financial Statements
June 30, 2006

Note 12 - Risk management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. Property and liability coverages are
provided through third party insurance. The Town carries a broad range of insurance coverages, which
management considers prudent for the protection of the Town’s assets and operations. Coverages currently
include $2,000,000 commercial general liability, $1,000,000 automobile liability, and $1,000,000 public
officials’ liability. The property policy provides insurance coverage for all of the Town’s real and personal
property up to the replacement cost value of the asset.
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TOWN OF DENTON, MARYLAND

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2006

Federal Grantor/Pass-through
Grantormegram Title

Department of Homeland Security
Pass-through payment
Police Facility Grant

Department of Housing and Urban Development
Pass-through payment
Department of Housing and Community Development
Community Development Block Grant

Economic Development - Old School Acquisition Grant

Total federal awards

Agency
Federal Grant, or
CFDA Pass-through Federal
Number Number Expenditures
97.039 $ 6,310
14.219 37,703
$ 44,013

Note to Schedule of Expenditures of Federal Awards - Basis of Accounting

The accompanying schedule of expenditures of federal awards is prepared on the modified accrual

basis of accounting.
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CERTIFIED PUBLIC
ACCOUNTANTS &
CONSULTANTS

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

To the Honorable Town Council
Town of Denton, Maryland

We have audited the basic financial statements of the Town of Denton, Maryland as of and for the year ended
June 30, 2006, and have issued our report thereon dated August 24, 2006. 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.

Internai Control Over Financial Reporting

In planning and performing our audit, we considered the Town of Denton’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the basic
financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts that would
be material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no matters

involving the internal control over financial reporting and its operation that we consider to be material
weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Denton’s basic financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, 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 andit and, accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance that are required to be reported under Government Auditing Standards.
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We noted certain matters that we have reported to management of the Town of Denton in a separate letter dated
August 24, 2006.

This report is intended for the information and use of the Town Council, management, and 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.

Be ket lsed 316

Richmond, Virginia
August 24, 2006
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