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Fiuny{:}n Kersteen Ouellette Certified Public Accountants and Business Consultants

INDEPENDENT AUDITOR’S 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

City Council and Board of Education
City of South Portland, Maine

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 Comptroller 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 the City of South Portland, Maine, as of and for the year ended June 30, 2024, and the related notes
to the financial statements, which collectively comprise the City of South Portland, Maine’s basic
financial statements, and have issued our report thereon dated March 31, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of South
Portland, Maine’s internal control over financial reporting (internal control) as a basis for designing 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 City of
South Portland, Maine’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the City of South Portland, Maine’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies, and therefore, material weaknesses or significant deficiencies may exist that
were not identified. However, as described in the accompanying schedule of findings and questioned
costs, we identified certain deficiencies in internal control that we consider to be material weaknesses
and significant deficiencies.

A deficiency 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 a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the City’s financial statements will not be prevented, or detected and corrected on a
timely basis. We consider the deficiency described in the accompanying schedule of findings and
guestioned costs as item 2024-001 to be a material weakness.

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. We consider the deficiencies described in the accompanying schedule of findings and
guestioned costs as items 2024-002 and 2024-003 to be significant deficiencies.



INDEPENDENT AUDITOR’S 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, CONTINUED

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of South Portland, Maine'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 financial statements. 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 an instance of noncompliance or other matters that is
required to be reported under Government Auditing Standards and which is described in the
accompanying schedule of findings and questioned costs as item 2024-004.

We noted certain other matters that we have reported to the management of the City of South
Portland, Maine in a separate letter dated March 31, 2025.

City of South Portland, Maine’s Responses to Findings and Other Comments

Government Auditing Standards requires the auditor to perform limited procedures on the City of South
Portland, Maine’s responses to the findings and other comments identified in our audit and described in
the accompanying schedule of findings and questioned costs. City of South Portland, Maine’s responses
were not subjected to the other auditing procedures applied in the audit of the financial statements
and, accordingly, we express no opinion on the responses.

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.
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March 31, 2025
South Portland, Maine
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

City Council and Board of Education
City of South Portland, Maine

Report on Compliance for Each Major Federal Program
Qualified and Unmodified Opinions

We have audited the City of South Portland, Maine’s compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct
and material effect on each of the City of South Portland, Maine’s major federal programs for the year
ended June 30, 2024. The City of South Portland, Maine’s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Qualified Opinion on the Title IA, Disadvantaged Program

In our opinion, except for the noncompliance described in the Basis for Qualified and Unmodified
Opinions section of our report, the City of South Portland, Maine, complied, in all material respects, with
the compliance requirements referred to above that could have a direct and material effect on the Title
1A Disadvantaged Program for the year ended June 30, 2024.

Qualified Opinion on the Elementary and Secondary School Emergency Relief Funds Program

In our opinion, except for the noncompliance described in the Basis for Qualified and Unmodified
Opinions section of our report, the City of South Portland, Maine, complied, in all material respects, with
the compliance requirements referred to above that could have a direct and material effect on the
Elementary and Secondary School Emergency Relief Funds for the year ended June 30, 2024.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, the City of South Portland, Maine, 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
other major federal programs identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs for the year ended June 30, 2024.



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE, CONTINUED

Basis for Qualified and Unmodified Opinions

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 the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of City of South Portland, Maine and to meet our other ethical
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
and unmodified opinions on compliance for each major federal program. Our audit does not provide a
legal determination of City of South Portland, Maine’s compliance with the compliance requirements
referred to above.

Matters Giving Rise to Qualified Opinion on the Title 1, Disadvantaged Program

As described in the accompanying schedule of findings and questioned costs, the City of South Portland,
Maine did not comply with requirements regarding Assistance Listing 84.010 Title 1, Disadvantaged
Program as described in finding 2024-005 for Allowable Costs.

Matters Giving Rise to Qualified Opinion on the Elementary and Secondary School Emergency Relief
Funds Program

As described in the accompanying schedule of findings and questioned costs, the City of South Portland,
Maine did not comply with requirements regarding Assistance Listing 84.425, 84.425D, and 84.425U,
Elementary and Secondary School Emergency Relief Funds Program as described in finding 2024-006 for
Allowable Costs.

Compliance with such requirements is necessary, in our opinion, for the City of South Portland, Maine to
comply with the requirements applicable to that program.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements
of laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to the
City of South Portland, Maine’s federal programs.



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE, CONTINUED

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on City of South Portland, Maine’s compliance based on our audit. Reasonable assurance is a
high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with generally accepted auditing standards, Government Auditing Standards,
and the Uniform Guidance will always detect material noncompliance when it exists. The risk of not
detecting material noncompliance resulting from fraud is higher than for that resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Noncompliance with the compliance requirements referred to above is considered
material if there is a substantial likelihood that, individually or in the aggregate, it would influence the
judgment made by a reasonable user of the report on compliance about the City of South Portland,
Maine’s compliance with the requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the City of South Portland, Maine’s compliance
with the compliance requirements referred to above and performing such other procedures as
we considered necessary in the circumstances.

e Obtain an understanding of the City of South Portland, Maine’s internal control over compliance
relevant to the audit in order to design audit procedures that are appropriate in the
circumstances 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 the
City of South Portland, Maine’s internal control over compliance. Accordingly, no such opinion is
expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Other Matters

Government Auditing Standards requires the auditor to perform limited procedures on the City of South
Portland, Maine’s responses to the noncompliance findings identified in our compliance audit described
in the accompanying schedule of findings and questioned costs. The City of South Portland, Maine’s
responses were not subjected to the other auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on their responses.



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE, CONTINUED

Report on Internal Control over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as discussed below, we did identify
deficiencies in internal control over compliance that we consider to be material weaknesses and
significant deficiencies.

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 a 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.
We consider the deficiencies in internal control over compliance described in the accompanying
schedule of findings and questioned costs as items 2024-005 and 2024-006 to be material weaknesses.

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. We consider the deficiencies in internal
control over compliance described in the accompanying schedule of findings and questioned costs as
items 2024-007 through 2024-009 to be significant deficiencies.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on the City of South
Portland, Maine’s responses to the internal control over compliance findings identified in our
compliance audit described in the accompanying schedule of findings and questioned costs. The City of
South Portland, Maine’s responses were not subjected to the other auditing procedures applied in the
audit of compliance and, accordingly, we express no opinion on the responses.

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.



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE, CONTINUED

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

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 South Portland, Maine as
of and for the year ended June 30, 2024, and the related notes to the financial statements, which
collectively comprise the City of South Portland, Maine’s basic financial statements. We issued our
report thereon dated March 31, 2025, which contained unmodified opinions on those financial
statements. Our audit was performed for the purpose of forming opinions on the financial statements
that collectively comprise the City of South Portland, Maine’s basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by the Uniform Guidance and is not a required part of the basic 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 basic 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 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 schedule of
expenditures of federal awards is fairly stated in all material respects in relation to the basic financial
statements as a whole.
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March 31, 2025
South Portland, Maine



CITY OF SOUTH PORTLAND, MAINE
Schedule of Expenditures of Federal Awards
For the year ended June 30, 2024

Assistance Pass- Listing/ Passed
Federal Grantor/Pass-through Listing through Federal Cluster through to
Grantor/Program Title Number Number Expenditures Totals Subrecipients
U.S. Department of Agriculture,
Passed through the Maine Dept. of Education:
Child Nutrition Cluster:
National School Lunch Program 10.555 3022/3024 S 524,487 -
Breakfast Program 10.553 3014 241,116 -
Summer Food Service Program 10.559 3016 28,990 -
Food Donation Program 10.555 N/A 114,742 -
Fresh Fruit and Vegetables 10.582 3028 73,732 -
State Administrative Expenses for Child Nutrition: Supply Chain Assistance 10.555 6670 71,000 -
Total Child Nutrition Cluster 1,054,067
Child and Adult Care Food Program 10.558 6658 336 -
COVID-19 - Pandemic EBT Administrative Costs: SNAP 10.649 6184 5,224 -
Total U.S. Department of Agriculture 1,059,627 -
U.S. Department of Commerce - National Oceanic and Atmospheric Administration (NOAA),
Passed through State of Maine Department of Agriculture, Conservation, and Forestry:
Coastal Zone Management Administration 11.419 N/A 16,888 -
Total U.S. Department of Commerce 16,888 -
U.S. Department of Housing and Urban Development,
Passed through Cumberland County, Maine:
CDBG - Entitlement Community (CDBG - Entitlement Grants Cluster) 14.218 N/A 299,689 299,689 -
Total U.S. Department of Housing and Urban Development 299,689 -
U.S. Department of Transportation,
Direct Programs:
Federal Transit Cluster:
Federal Transit Formula Grants 20.507 N/A 590,783 -
COVID-19 - Federal Transit Formula Grants 20.507 N/A 561,181 -
Bus and Bus Facilities Formula Grants 20.526 N/A 6,246 -
Total Federal Transit Cluster 1,158,210
Passed through the Maine Department of Transporation,
Highway Planning and Construction 20.205 39822 114,090 -
Highway Planning and Construction 20.205 43825 79,680 193,770 -
Total U.S. Department of Transportation 1,351,980 -
U.S. Environmental Protection Agency,
Direct Programs:
Brownfields Multipurpose 66.818 N/A 63,796 -
Total U.S. Environmental Protection Agency 63,796 -




CITY OF SOUTH PORTLAND, MAINE

Schedule of Expenditures of Federal Awards, Continued

For the year ended June 30, 2024

Assistance Pass- Listing/ Passed
Federal Grantor/Pass-through Listing through Federal Cluster through to
Grantor/Program Title Number Number Expenditures Totals Subrecipients
U.S. Department of Education,
Passed through Maine Department of Education:
Title 1A, Disadvantaged 84.010 3107 S 711,957 -
Special Education Cluster:
Special Education State Grants Individuals with Disabilities Act 84.027 3046 1,150,168 -
COVID-19 - Special Education State Grants Individuals with Disabilities Act - ARP 84.027X N/A 143,173 -
Preschool 84.173 6247 21,130 -
Total Special Education Cluster 1,314,471
McKinney-Vento Education for Homeless Children and Youth 84.196 3170 235,228 -
Title Ill, English Language Acquisition Grant 84.365 3115 53,938 -
Title 1A, Supporting Effective Instruction 84.367 3042 66,996 -
Title IV, Student Support and Academic Enrichment Program 84.424 3345 137,710 -
COVID-19 - Multilingual Learners Experiencing Homelessness 84.425D 7042 171,898 -
COVID-19 - Elementary and Secondary School Emergency Relief 11l 84.425U 7071 2,324,684 -
COVID-19 - Literacy Grant 84.425U 7072 43,491 -
COVID-19 - Summer Reservation Subgrant 84.425 N/A 17,728 -
COVID-19 - Maine Outdoor Learning Initiative 84.425U N/A 192,559 2,750,360 -
Adult Basic Education 84.002 6296 18,829 -
Total U.S. Department of Education 5,289,489 -
U.S. Department of the Treasury,
Direct Programs:
COVID-19 - Coronavirus State and Local Fiscal Recovery Funds 21.027 N/A 3,261,107 743,371
Passed through Cumberland County Adult Education Hub:
COVID-19 Workforce Development 21.027 N/A 107,861 -
Passsed through Maine Department of Education:
COVID-19 Extended Learning Opportunities (SEELO) 21.027 8010 129,091 -
COVID-19 Workforce Development Admin 21.027 8018 36,901 -
COVID-19 Pre-K Expansion Grant 21.027 8002 23,412 3,558,372 -
Total U.S. Department of the Treasury 3,558,372 743,371
U.S. Department of Justice,
Direct Programs:
Justice Assistance Grant 16.738 N/A 400 -
Equitable Sharing Program 16.922 N/A 540,610 -
Total U.S. Department of Justice 541,010 -
U.S. Department of Health and Human Services,
Passed through Substance Abuse and Mental Health Services Administration:
Drug Free Communities Support Program (2023 Grant) 93.276 N/A 31,732 -
Drug Free Communities Support Program (2024 Grant) 93.276 N/A 89,188 120,920 -
Total U.S. Department of Health and Human Services 120,920 -
U.S. Department of Homeland Security,
Passed through Maine Emergency Management Agency:
Homeland Security Grant Program- FY 20 97.067 20646 11,850 -
Homeland Security Grant Program- FY 21 97.067 21646 115,717 -
Homeland Security Grant Program- FY 22 97.067 22645 13,085 -
Homeland Security Grant Program- FY 23 97.067 22646 24,816 165,468 -
County Hazmat Grant 97.004 N/A 17,113 -
Total U.S. Department of Homeland Security 182,581 -
Totals $ 12,484,352 743,371

See accompanying notes to schedule of expenditures of federal awards.



CITY OF SOUTH PORTLAND, MAINE
Notes to Schedule of Expenditures of Federal Awards
June 30, 2024

PURPOSE OF THE SCHEDULE

Office of Management and Budget (OMB)’s Uniform Guidance requires a schedule of expenditures of federal
awards showing total expenditures for each federal award program as identified in the Assistance Listings in the
System for Award Management.

SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity - The accompanying schedule includes all federal award programs of the City of South
Portland, Maine for the fiscal year ended June 30, 2024. The reporting entity is defined in notes to basic
financial statements of the City of South Portland, Maine.

B. Basis of Presentation - The information in the accompanying schedule of expenditures of federal awards is
presented in accordance with the Uniform Guidance.

1. Pursuant to the Uniform Guidance, 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 guarantees, property, interest subsidies, insurance, or direct appropriations.

2. Major Programs - the Uniform Guidance establishes the level of expenditures or expenses to be used in
defining major federal award programs. Major programs for the City of South Portland, Maine are
identified in the summary of auditor’s results in the schedule of findings and questioned costs.

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.

D. Indirect Cost Rate - The City of South Portland, Maine has elected not to use the 10-percent de minimis
indirect cost rate allowed under the Uniform Guidance.
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs
For the year ended June 30, 2024

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor’s report issued on whether the financial
statements audited were prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:

Material weaknesses identified? Yes

Significant deficiencies identified? Yes
Noncompliance material to financial statements noted? Yes
Federal Awards

Internal control over major federal programs:
Material weaknesses identified? Yes
Significant deficiencies identified? Yes

Type of auditor’s report issued on compliance
for major federal programs: Qualified

Any audit findings disclosed that are required
to be reported in accordance with

the Uniform Guidance? Yes

Identification of major federal programs:

Assistance Listing Name of Federal Program or Cluster Opinion
21.027 Coronavirus State and Local Fiscal Recovery Funds Unmodified
84.010 Title 1A, Disadvantaged Qualified
20.507/20.526 Federal Transit Cluster Formula Grants Unmodified
84.425, 84.425D, 84.425U  Elementary and Secondary School Emergency Relief Funds Qualified
16.922 Equitable Sharing Program Unmodified

Dollar threshold used to distinguish
between Type A and Type B programs: $750,000

Auditee qualified as low-risk auditee? No

11



CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

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

2024-001 Reconciliation Procedures at the School Department

Criteria: Fundamental to proper financial reporting is the routine analysis of accounts and reconciliation of
balances to underlying documentation. Such analysis and reconciliations aid in identifying errors and
irregularities so they can be corrected in a timely manner.

Condition: Monthly reconciliations of certain general ledger accounts were not occurring throughout the year:

e Inadequate reconciliation of grants resulted in over $200,000 of expenditures recorded to grants that
were fully expended.

e Errors in employee benefit withholdings, including MainePERS, health insurance, and dental insurance,
went undetected during the year resulting in over $600,000 of benefits under-withheld from employee
paychecks.

e Year end payroll accruals did not take into account the reversal of prior year accruals and did not
account for subsequent adjustments to employee pay that related to fiscal year 2024.

Cause: The School Department continues to experience significant turnover in key accounting positions.

Effect: Over $800,000 of costs were absorbed by the School Department’s General Fund. The School
Department’s accounts were initially misstated by a material amount, and as a result, reports provided to those
charged with governance and to outside entities may have been based on inaccurate information.

Recommendation: It is our recommendation that payroll withholding accounts be reconciled monthly to identify
unusual activity indicative of improper withholdings. We also recommend that grant receivables be reconciled
and drawn at least monthly. Finally, we recommend that the balance sheet be run at year end and compared to
prior year balances to identify any significant changes that could be indicative of accounting errors.

Management response/corrective action plan: Management will perform the following tasks on a monthly basis:
(1) reconcile grant receivables and correct any errors,
(2) reconcile employee benefit accounts and correct any discrepancies,
(3) reconcile payroll withholding accounts and correct any discrepancies,
(4) run balance sheets quarterly and review to detect any errors.

SIGNIFICANT DEFICIENCY

2024-002 Errors in the 2024 Tax Levy

Criteria: The accurate calculation of the annual property tax levy is essential to ensuring the City has the funds
necessary to cover budgeted expenditures.

Condition: Due to errors in the property tax assessment, the property tax rate was less than necessary to cover
the Council approved budget.

12



CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

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

Cause: Errors were made in the calculation of the mill rate. The resulting tax assessment of $77,504,493 was
less than the budgeted assessment of $80,498,193.

Effect: The City faced a revenue shortfall of $2,933,700.

Recommendation: We recommend a more robust review and approval process during the calculation of the mill
rate to ensure the tax assessment is sufficient to cover the approved budget.

Management response/corrective action plan: Historically, the tax assessment file was reconciled against the tax
billing file once it was uploaded into the financial system, but those were not matched to the Council authorized
amount to be raised in taxes. We have updated procedures to include that three-way match and to confirm that
the Assessor’s MVR form shows at least the amount authorized to be raised.

2024-003 Transportation Cash Receipts

Criteria: It is essential that controls over cash receipts are adequately designed and followed to minimize the
risk of misappropriation.

Condition: Manual ridership tallies are maintained by the Bus Station as a tool to compare expected bus fare
revenues to actual bus fare receipts. There was no evidence the manual ridership tallies were used to reconcile
actual bus fare receipts during fiscal year 2024. In addition, in our sample of 40 cash receipts, 20 deposits were
made between 10 days and 56 days after receipt of the cash.

Cause: Turnover in Bus Station personnel and inadequate oversight resulted in a breakdown of established
control procedures. In addition, finding a reliable method to deliver deposits to the bank has been a problem
for the past few years.

Effect: Established controls require a reconciliation of expected bus fare revenues to actual bus fare revenues.
In the absence of these procedures, cash fares may be misappropriated. In addition, untimely deposits increase
the risk of misappropriated cash.

Recommendation: We recommend appropriate oversight to ensure daily fare receipts are reconciled to
ridership tallies. In addition, we noted that during the end of fiscal year 2024, the City finance office began to
process the daily collections. Since then, deposits have been made timely. We recommend the City continue to
process the daily collections.

Management response/corrective action plan: The Bus Service management were counseled and directed to
improve cash handling and reconciliation. The Director and Operations Manager abruptly left in spring of 2024,
leaving the Finance Department to take over cash counting and deposits, also the City contracted with Greater
Portland Metro to run the service until we could determine next steps. The City Council approved joining Greater
Portland Metro in September 2024, effective January 2025. The City no longer has a bus service.

13



CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Il - Findings Required to be Reported Under Government Auditing Standards, continued
COMPLIANCE FINDING

2024-004 Budget Noncompliance

Criteria: State law requires that the School Unit prepare a budget according to the required budget categories.
Once the budget is passed by the School Unit's Board of Directors and validated by referendum vote to the
citizens, it falls to the School Unit’s administration to track ongoing budget versus actual amounts and ensure
budgetary compliance.

Condition: Most of the 2024 fiscal year cost centers exceeded their budgeted appropriations. Additionally, the
School Unit exceeded its budget in total by $1,208,268.

Cause: A large portion of the overages were a result of year end audit adjustments to the general fund for
improper employee benefit withholdings and charges made to grants that were closed or over expended. The
remaining overages were a result of inadequate monitoring during the year to ensure cost centers were in line
with budgeted expectations.

Effect: The School Department is not in compliance with budget ordinances.
Recommendation: We recommend the Finance Department send out monthly budget versus actual reports for

all cost centers and to the School Board. Management should be held accountable to their budgets and
expenses should be curbed to ensure budgetary compliance.

Management response/corrective action plan: Management will perform the following tasks on a monthly basis:
(1) reconcile grant funds to actuals and review anticipated future spending,
(2) reconcile employee benefit accounts and correct any discrepancies,
(3) review cost center budget forms on Google Drive to ensure spending is within limitations.

14



CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Il - Findings and Questioned Costs for Federal Awards

MATERIAL WEAKNESSES

2024-005 U.S. Department of Education, Assistance Listing #84.010, Title 1A Disadvantage for the period July
1, 2023 through June 30, 2024

Criteria: Per 2 CFR 200.402, reimbursable costs for a Federal award are the sum of the allowable direct and
allocable indirect costs minus any applicable credits.

Condition: The School Department requests grant reimbursements on a periodic basis utilizing expense detail
recorded in the accounting system’s general ledger. Throughout the year, adjustments may be made to the
general ledger to correct errors and misclassifications or to reverse prior period accruals. During 2024, the
School Department requested reimbursement for fiscal year 2023 expenses utilizing the expenses recorded on
the general ledger. However, several adjustments had been made to reduce grant expenditures that were not
captured in the requests.

Cause: The School Department misinterpreted the expense detail for the grant by not taking into account
negative adjustments to expenses.

Effect: Reimbursement requests exceeded net expenditures by $113,884, resulting in questioned costs for the
program that should be refunded to the grantor agency.

Recommendation: We recommend grant requests be based on net expenditures that take into account all debit
and credit activity during the period.

Questioned Costs: $113,884

Management’s Response/Corrective Action Plan: Management will reconcile reimbursement requests to general
ledger detail and review available grant amounts before submitting the drawdown.

2024-006 U.S. Department of Education for the period July 1, 2023 through June 30, 2024 Assistance Listing:
#84.425D and #84.425U, Elementary and Secondary School Emergency Relief Funds

Criteria: Per 2 CFR 200.430(g) Standards for Documentation of Personnel Expenses, charges to Federal awards
for salaries and wages should support the distribution of employee’s salary or wages among more than one
Federal award, or a Federal and non-Federal award. Budgeted estimates alone do not qualify as support for
charges to Federal awards.

Condition: Time and effort documentation for School Department employees who are allocated amongst
multiple Federal grants is based on budgeted estimates. These estimates are not adequate to ensure actual
time spent on each grant is charged to the grants. Budgeted estimates are not trued up to reflect actual time
worked at year end.
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Il - Findings and Questioned Costs for Federal Awards, continued

Cause: The School Department does not have policies and procedures requiring employees charged to multiple
grants, or to Federal and non-Federal activities, to track actual time spent on each grant. There are no policies
and procedures to adjust budgeted estimates to actual time incurred for each grant on a periodic basis.

Effect: It could not be determined if payroll costs reflected actual time worked on the grant. This could result in
grants being allocated a disproportionate share of payroll costs.

Recommendation: Personnel activity reports should be prepared at least monthly to document actual time
worked on grants. Budgeted payroll allocations should be adjusted periodically to reflect actual time worked.

Questioned Costs: None

Management’s Response/Corrective Action Plan: Management will have staff prepare monthly personnel activity
reports for time worked on grants and will review and adjust budgeted payroll allocations accordingly. Monthly
budget report have already been set up on the Google Drive for management and staff to access and review.

SIGNIFICANT DEFICIENCIES

2024-007 U.S. Department of Transportation, Assistance Listing #20.507 and #20.526, Federal Transit Cluster
Formula Grants for the period July 1, 2023 through June 30, 2024

Criteria: Administrative requirements under the Uniform Guidance require grantees to develop internal controls
and procedures sufficient to prevent noncompliance.

Condition: Out of forty payroll disbursements tested for the Federal Transit Cluster, thirteen timecards were
missing documentation of supervisory approval and five timecards did not match the hours paid.

Cause: Lack of administrative personnel at the Bus Station resulted in a breakdown of established internal
control procedures over payroll.

Effect: The errors caused improper payments for five of the forty paychecks tested. Actual overpayments of
$436 were identified in our sample with an extrapolated overpayment of $11,533 across the population.

Recommendation: We recommend evaluating staffing workloads to ensure adequate supervision of the payroll
function at the Bus Station.

Questioned Costs: None

Management’s Response/Corrective Action Plan: The Director and Operations Manager abruptly left in spring of
2024 and the City contracted with Greater Portland Metro to run the service until we could determine next steps.
The City Council approved joining Greater Portland Metro in September 2024, effective January 2025. The City
no longer has a bus service.
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Il - Findings and Questioned Costs for Federal Awards, continued

2024-008 U.S. Department of Transportation, Assistance Listing #20.507 and #20.526, Federal Transit Cluster
Formula Grants for the period July 1, 2023 through June 30, 2024

Criteria: Administrative requirements under the Uniform Guidance require grantees to develop internal controls
and procedures sufficient to prevent noncompliance.

Condition: Sixteen of sixty disbursements tested (27%) for the Federal Transit Cluster Formula Grant did not
have documented review and approval by a knowledgeable program staff person. In addition, two of sixty
disbursements totaling $68.73 tested for the program had no supporting documentation. All exceptions noted
were related to credit card purchases.

Cause: Control policies are not consistent across the organization and do not require a knowledgeable program
person to document their review of credit card expenditures coded to Federal grants prior to entry into the
accounting system.

Effect: Unallowable costs may be charged to grants which may lead to repayment of grant funds.
Recommendation: We recommend reviewing policies and procedures regarding monthly credit card

reconciliations to ensure that a knowledgeable program person is approving the coding of credit card purchases
to grant funds prior to their entry into the accounting system.

Questioned Costs: None

Management’s Response/Corrective Action Plan: The Director and Operations Manager abruptly left in spring of
2024, leaving the Finance Department to take over all financial functions. The City contracted with Greater
Portland Metro to run the service until we could determine next steps. The City Council approved joining Greater
Portland Metro in September 2024, effective January 2025. The City no longer has a bus service.

2024-009 U.S. Department of Justice, Assistance Listing #16.922, Equitable Sharing Program for the period July
1, 2023 through June 30, 2024

Criteria: Administrative requirements under the Uniform Guidance require grantees to develop internal controls
and procedures sufficient to prevent noncompliance.

Condition: Twenty-three of forty-two disbursements tested (55%) for the Equitable Sharing Program did not
have documented review and approval by a knowledgeable program staff person. All exceptions noted were
related to credit card purchases.

Cause: Control policies are not consistent across the organization and do not require a knowledgeable program
person to document their review of credit card expenditures coded to Federal grants prior to entry into the

accounting system.

Effect: Unallowable costs may be charged to grants which may lead to repayment of grant funds.
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Il - Findings and Questioned Costs for Federal Awards, continued

Recommendation: We recommend reviewing policies and procedures regarding monthly credit card
reconciliations to ensure that a knowledgeable program person is approving the coding of credit card purchases
to grant funds prior to their entry into the accounting system.

Questioned Costs: None

Management’s Response/Corrective Action Plan: This program received significantly more distributions in 2024
than the City had received in the past. The funds initially were not considered to be federal since the source was
private companies, but staff has since taken required grant agency training. The City is implementing workflow
for purchasing and credit card transactions which will provide electronic approvals and the ability to attach
receipts.
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section IV - Status of Prior Year Findings and Questioned Costs Reported Under Government Auditing
Standards and for Federal Awards

MATERIAL WEAKNESS

2023-001 Reconciliation Procedures for School Department

Criteria: Fundamental to proper financial reporting is the routine analysis of accounts and reconciliation of
balances to underlying documentation. Such analysis and reconciliations aid in identifying errors and
irregularities so they can be corrected in a timely manner. In addition, timely preparation of year end
government-wide accruals are necessary for complete and accurate financial reporting.

Condition: Certain general ledger accounts, including accounts receivable and accrued payroll liabilities were not
reconciled in a timely manner during the year and at year-end. Many of these general ledger accounts had to be
materially adjusted during the audit process. In addition, accrued vacation liabilities were not prepared at year-
end for reporting in the Government-wide financial statements.

Cause: The School Department continues to experience significant turnover in key accounting positions.

Effect: Certain balances were not reconciled and substantiated until nearly six months after year-end, including
accounts receivable and accrued payroll liabilities. As a result, misstatements were not detected and corrected
in a timely manner. The balances of these accounts may not have been properly reported in accordance with
GAAP during the year and, as such, reports provided to those charged with governance and to outside entities
may have been based on inaccurate information.

Recommendation: It is our recommendation that all general ledger balances are reconciled within one month
after month’s end and that all year-end general ledger balances and government-wide accruals be reconciled
and substantiated within two months of year-end.

Status: See finding 2024-001
SIGNIFICANT DEFICIENCY

2023-002 Timeliness of School Department Grant Drawdowns

Criteria: Drawdowns for reimbursement of grant expenditures should be requested on a routine basis.

Condition: Many grant drawdowns through the Maine Department of Education for the School Department
were not requested until several months after the expenditure period.

Cause: The School Department continues to experience significant turnover in key accounting positions.
Effect: The longer the School Department waits to request reimbursement for expenditures, the more likely

errors will occur. In addition, the School Department’s cash flows are impacted, increasing the use of reserved
cash and reducing the effectiveness of School Department operations.
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section IV - Status of Prior Year Findings and Questioned Costs Reported Under Government Auditing
Standards and for Federal Awards, continued

Recommendation: We recommend reviewing grant expenditures and performing grant drawdowns on a
monthly basis.

Status: Cleared
MATERIAL WEAKNESSES

2023-003 U.S. Department of Education, Assistance Listing #84.425D and #84.425U, Elementary and
Secondary School Emergency Relief Funds for the period July 1, 2022 through June 30, 2023

Criteria: Allowable costs under the Elementary and Secondary School Emergency Relief Funds (ESSER) must be
substantiated with proper documentation detailing the activity and nature of the costs incurred that are
allocated to the grant to ensure that such costs are reasonable and appropriate under the grant terms. In
addition, administrative requirements under the Uniform Guidance require grantees to develop internal
controls and procedures sufficient to prevent noncompliance.

Condition: Time and effort documentation for certain School Department employees allocated to the ESSER
grants was not maintained.

Cause: There was staff turnover in the School Department during the administration of the ESSER grants. Time
and effort documentation could not be located for certain School Department employees.

Effect: It could not be determined if payroll costs were allowable and appropriate according to grant
requirements.

Recommendation: All School Department employees allocating time to grant activities should properly complete
time and effort documentation based on the requirements in 2 CFR §200 to ensure amounts are reasonable and
allowable. All documentation should be properly maintained and accessible based on the School Department’s
document retention policies.

Questioned Costs: None

Status: See finding 2024-006
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section IV - Status of Prior Year Findings and Questioned Costs Reported Under Government Auditing
Standards and for Federal Awards, continued

2023-004 U.S. Department of Education, Assistance Listing #84.010 Title IA, Disadvantaged for the period July
1, 2022 through June 30, 2023

Criteria: Allowable costs under the Title IA, Disadvantaged grant must be substantiated with proper
documentation detailing the activity and nature of the costs incurred that are allocated to the grant to ensure
that such costs are reasonable and appropriate under the grant terms. In addition, administrative requirements
under the Uniform Guidance require grantees to develop internal controls and procedures sufficient to prevent
noncompliance.

Condition: Time and effort documentation for certain School Department employees allocated to the Title IA
grant was not maintained.

Cause: There was staff turnover in the School Department during the administration of the Title IA grant. Time
and effort documentation could not be located for certain School Department employees.

Effect: It could not be determined if payroll costs were allowable and appropriate according to grant
requirements.

Recommendation: All School Department employees allocating time to grant activities should properly complete
time and effort documentation based on the requirements in 2 CFR §200 to ensure amounts are reasonable and
allowable. All documentation should be properly maintained and accessible based on the School Department’s
document retention policies.

Questioned Costs: None

Status: Cleared
SIGNIFICANT DEFICIENCY

2023-005 U.S. Department of the Treasury, Assistance Listing #21.027 Coronavirus State and Local Fiscal
Recovery Funds for the period July 1, 2022 through June 30, 2023

Criteria: The Coronavirus State and Local Fiscal Recovery Funds (SLFRF) grant agreement requires the City to file
a quarterly Project and Expenditure Report in the Treasury’s reporting portal that details budgeted programs,
obligated expenditures, and actual expenditures to date for each grant project. In addition, administrative
requirements under the Uniform Guidance require grantees to develop internal controls and procedures
sufficient to prevent noncompliance.

Condition: In our testing of the September and December quarterly reports, we found errors in the reporting of
cumulative and quarterly expenditures for the TRUCK, LFVNT, CPLAN, and SWRKR projects. Net cumulative and
quarterly reporting errors for the September report were $31,255 and $9,570, respectively. Net cumulative
errors for the December report were $6,857. There were no quarterly expenditure errors.
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CITY OF SOUTH PORTLAND, MAINE
Schedule of Findings and Questioned Costs, Continued

Section IV - Status of Prior Year Findings and Questioned Costs Reported Under Government Auditing
Standards and for Federal Awards, continued

Cause: There is no control in place to ensure the quarterly report is reviewed by an independent person prior to
submitting to the reporting portal.

Effect: Inaccurate expenditures were reported to the Treasury’s SLFRF portal.

Recommendation: Controls should be established to allow for an independent review of the report data prior to
submission.

Questioned Costs: None

Status: Cleared
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