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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED OM AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

City Council and School Committee
City of Auburn, Maine

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Auburn, Maine, as of and
for the year ended June 30, 2012, which collectively comprise the City of Auburn, Maine’s basic financial
statements and have issued our repori thereon dated December 3, 2012. 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
Compiroller General of the United States.

Internal Control Over Financial Reporting

Management of the City of Auburn, Maine, is responsible for establishing and maintaining effective
internal control over financial reporiing. In planning and performing our audit, we considered the City of
Auburn, Maine's internal control over financial reporting as a basis for designing our auditing procedures
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 City of Auburn, Maine’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the City of Auburn, Maine’s
internal control over financial reporting.

A deficlency in internal control 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 material weakness is a deficiency, or 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.

Our consideration of internal control over financial reporting 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 financial reporting that might be deficiencies, 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.




REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED {N ACCORDANCE WiTH
GOVERNMENT AUDITING STANDARDS, CONTINUED

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Auburn, Maine's 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.

We noted certain matters that we reported to management of the City of Auburn, Maine in a separate
letter dated December 3, 2012.

This report is intended solely for the information and use of the City Council, School Committee,

management, others within the entity, 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.

g Worson Ot

December 3, 2012
South Portland, Maine
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WIiTH OMB CIRCULAR A-133

City Council and School Committee
City of Auburn, Maine

Compliance
We have audited the City of Auburn, Maine’s compliance with the types of compliance requirements

described in the OMB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of the City of Auburn, Maine’s major federal programs for the year ended June 30, 2012.
The City of Auburn, Maine's major federal programs are identified in the summary of auditor's resulis
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 federal programs
is the responsibility of the City of Auburn, Maine's management. Our responsibility is to express an
apinion on the City of Auburn, Maine's compliance hased 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 the City of Auburn, Maine'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 the City of
Auburn, Maine's compliance with those requirements.

As described in item #2012-1 in the accompanying schedule of findings and questioned costs, the City of
Auburn, Maine, did not comply with requirements regarding verification of free and reduced price
applications that are applicable to its Child Nutrition Cluster. Compliance with such requirements is
necessary, in our opinion, for the City of Auburn, Maine, to comply with the requirements applicable to
that program.

In our opinion, except for the noncompliance described in the preceding paragraph, the City of Auburn,
Maine complied, in all material respects, with the 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,
2012,




INDEPEMDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJCR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH ONMB CIRCULAR A-133, CONTINUED

Internal Control Cver Compliance

Management of the City of Auburn, Maine, is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the City of Auburn,
Maine'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 and to fest and report on internal control over compliance in
accordance with OMB Circular A-133, 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 of Auburn, Maine's internal control over compliance.

A deficiency in internal conirof over compliance exists when the desigh 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 moteriol weakness in internaf control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that a material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of the 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 deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Auburn, Maine as of and
for the year ended June 30, 2012, and have issued our repart thereon dated December 3, 2012, which
contained unqualified opinions on those financial statements. Our audit was performed for the purpose
of forming opinions on the financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for the purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the scheduled of expenditures of federal awards is fairly stated in all material
respecis in relation to the financial statements as a whole.




INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE [N ACCORDANCE WITH OMB CIRCULAR A-133, CONTINUED

The City of Auburn, Maine’s response to the finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit the City of Auburn, Maine’s
response and, accordingly, we esxpress no opinion on it.

This report is intended solely for the information and use of the City Council, School ‘Committee,
management, others within the entity, 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.

v Moo Otz

December 3, 2012
South Portland, Maine
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CITY OF AUBURN, MAINE
Notes to Schedule of Expenditures of Federal Awards
June 30, 2012

PURPOSE OF THE SCHEDULE

Office of Management and Budget {OMB) Circular A-133 requires a Schedule of Expenditures of Federal Awards
showing total expenditures for each federal award program as identified in the Catalog of Federal Domestic
Assistance (CFDA).

SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity - The accompanying schedule includes all federal award programs of the City of Auburn
for the fiscal year ended June 30, 2012. The reporting entity is defined in Notes to Basic Financial
Statements of the City of Auburn, Maine.

B. Basis of Presentation - The infermation in the accompanying Schedule of Expenditures of Federal Awards is
presented in accordance with OMB Circular A-133.

1. Pursuant to OMB Circular A-133, federal awards are defined as assistance provided by a federal agency,
either directly or indirectly, in the form of grants, contracts, cooperative agreements, loans, loan
guaraniees, property, interest subsidies, insurance, or direct appropriations.

2. Major Programs - OMB Circular A-133 establishes the levels of expenditures or expenses to be used in
defining major federal financial award programs. Major programs for the City of Auburn have been
identified in the attached Schedule of Findings and Questioned Costs - Summary of Auditor’s Results. -

C. Basis of Accounting - The information presented in the Schedule of Expenditures of Federal Awards is
presented on the modified accrual basis of accounting, which is consistent with the reporting in the City's
fund financial statements.




CitY OF AUBURN, MAINE
Schedule of Findings and Questioned Cosis

June 30, 2012

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor’s report issued:
Internal contrel over financial reporting:
Material weaknesses identified?
Significant deficiencies identified?
Noncompliance material to financial statements noted?
 Federal Awards
Internal Control over major programs:
Material weaknesses identified?

Significant deficiencies identified?

Type of auditor’s report issued on compliance

Ungualified

no
none reported

no

no
none reported

for major programs: Qualified

Any audit findings disclosed that are required

to be reported in accardance with

Circular A-133, Section .510(a)? yes
Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

10.553, 10.555, 10.559 Child Nutrition Cluster

84.410 Education Jobs

84.027,84.173, 84.391, 84,392  Special Education Cluster

14.907 Lead-Based Paint Hazard Control

14.239 Home Investment Partnership Program

20.205 Highway Planning and Construction
Dollar threshold used to distinguish

between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? No




CITY OF AUBURN, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Il - Findings Required to be Reported Under Government Auditing Standards

None
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CITY OF AUBURN, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Iif - Findings and Questioned Costs for Federal Awards
NONCOMPLIANCE - FEDERAL AWARDS

#2012-1 U.S. Department of Agriculture, for the Period July 1, 2011 through June 38, 2012, CFDA #10.533-
10.559 Child Nutrition Cluster

Statement_of Condition: In reviewing the Department of Education’s verification of free and reduced price
applications, it was noted that documentation was not available for several of the selected students.

Criteria: By November 15" of each school year, the Department of Education is required to verify the current
free and reduced price eligibility of households selected from a sample of applications that it has approved for
free and reduced price meals. The verification sample is based on the total number of approved applications on
file on October 1%

Effect: We were unable to determine if the Department of Education correctly verified the required sample of
approved free and reduced price applications and made the appropriate changes to eligibility status.

Cause: The documentation needed to ascertain that the sampling and verification of eligibility, as well as any
changes to he made, was not available to determine if the verifications were completed properly.

Recommendation: The Depariment of Education should maintain the records obtained to verify the eligibility of
the sample provided and document any changes to eligibility status that were reported.

Questioned Costs: None

Management Response/corrective action plan:
Every year, the Auburn School Department complies with the USDA requirement to verify the income of o

percentage of approved “free and reduced" lunch student fomilies. This is done by sending letters to the families

informing them that they must provide proof of income in order to verify efigibility. in the event of a non-
response, a second letter is sent. if no response is received after the second letter, formal written notice is sent to
the family informing them that the student will be removed from "free and reduced” status after a 10-day
waiting period. This notice also tells them who they can contact to appeal this decision. Students are then
removed from "free and reduced” status. All of these steps were followed for the 2011-12 school year, in
compliance with USDA guidelines. The lunch program director has a list of the students who were sefected for
verification, as well as the outcome of each of those verifications, and a copy of the letter "template” that was
muailed out. However, the director did not keep copies of the actual letters sent to the families. In the future, the
director will keep copies of the actual letters mailed in order to verify that all steps were followed. The director
also will keep a formal list of students selected for verification, with dates that letters were sent, result of
verification, and date that change in status was made, if any.

Person responsible for corrective action:

Adam Hanson Business Office Supervisor, Auburn Schoo! Department
Phone: (207 784-6431, ext. 1425

Anticipated completion daie:
Corrective action will begin immediately.

i1




CITY OF AUBURN, MAINE
Schedule of Prior Year Findings and Questioned Costs

Section IV - Summary Schedule of Prior Year Audit Findings for Federal Awards

None
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