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Runyon Kersteen Quellette 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
City of Brewer, Maine

We have audited, 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 governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information
of the City of Brewer, Maine, as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively comprise the City of Brewer, Maine’s basic financial statements
and have issued our report thereon dated December 22, 2014.

Internal Control over Financial Reporting

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

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

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




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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Brewer, 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 that
are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the City of Brewer, Maine in a separate
letter dated December 22, 2014.

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.

Z%‘_ Koortew Orallizt

December 22, 2014
South Portland, Maine



Runyon Kersteen Ouellette Certified Public Accountants and Business Consultants

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

City Council
City of Brewer, Maine

Report on Compliance for Each Major Federal Program

We have audited the City of Brewer, 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 Brewer, Maine’s major federal programs for the year ended June 30, 2014.
The City of Brewer, Maine's major federal programs are identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City of Brewer, Maine’s major
federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
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
required 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 Brewer, 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 on compliance for each major
federal program. However, our audit does not provide a legal determination on the City of Brewer,
Maine’s compliance.

Basis for Qualified Opinions on Water and Waste Grant Program and Brownfield Revolving Loan
Program

As described in the accompanying schedule of findings and questioned costs, the City of Brewer, Maine
did not comply with requirements regarding CFDA #10.781 Water and Waste Grant Program as
described in finding number 2014-001 for reporting and CFDA #66.818 Brownfield Revolving Loan
Program as described in finding numbers 2014-002 and 2014-003 for reporting. Compliance with such
requirements is necessary, in our opinion for the City of Brewer, Maine to comply with the requirements

-applicabte-to-those-programs:



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133, CONTINUED

Qualified Opinion on Water and Waste Grant Program and Brownfield Revolving Loan Program

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the
City of Brewer complied, in all material respects, with the types of compliance requirements referred to
above that could have a direct and material effect on the Water and Waste Grant Program and the
Brownfield Revolving Loan Program for the year ended June 30, 2014.

Unmadified Opinion on Each of the Other Major Federal Programs

In our opinion, the City of Brewer, 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 major federal
programs for the year ended June 30, 2014.

Other Matters

The City of Brewer, Maine’s responses to the noncompliance findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. The City of Brewer, Maine’s
responses were not subjected to the auditing procedures applied in our audit of compliance, and
accordingly, we express no opinion on the responses.

Report on Internal Control over Compliance

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

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that 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. 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.



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133, CONTINUED

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 material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing on the requirements of OMB
Circular A-133. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

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 Brewer, Maine as of and
for the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the City of Brewer, Maine’s basic financial statements. We issued our report thereon dated
December 22, 2014, which contained unmodified opinions on those financial statements.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for the purposes of additional analysis as required by OMB Circular A-133
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 respects in relation to the financial statements as a whole.

g W, Dtz

December 22, 2014
South Portland, Maine



Schedule of Expenditures of Federal Awards

CITY OF BREWER, MAINE

Year ended June 30, 2014
Pass- Program
Federal through or Balance at Revenue Balance at
Federal Grantor/Pass-through ARRA CFDA grantor award June 30, Recognized Expenditures June 30,
Grantor/Program Title Funds  number number amount 2013 Federal Other Federal Other 2014
U.S. Department of Education,
Passed through Maine Department of Education:
Title IA - Basic Disadvantaged Program 84.010 013-3107 285,673 (32,264) 301,694 - 312,138 - (42,708)
Special Education Grants to States 84.027 013-3046 334,644 (7,487) 355,323 - 399,662 - (51,826)
Title lIA - Improving Teacher Quality 84.367 013-3042 80,627 (48) 83,659 - 85,248 - (1,637)
Total U.S. Department of Education (39,799) 740,676 - 797,048 - (96,171)
U.S. Department of Agriculture,
Passed through Maine Department of Education:
National School Lunch Program - Breakfast Program 10.553 013-3014 N/A - 48,389 - 48,389 - -
National School Lunch Program - Donated Commodities 10.555 N/A N/A - 28,837 - 28,837 - -
National School Lunch Program - Subsidized Hot Lunch 10.555 013-3023 N/A 143,248 250,198 264,043 250,198 319,831 87,460
Passed through Rural Development:
Water & Waste Grant Program (2007 Sewer system improvements - loans) 10.760 N/A 2,624,000 - 33,756 - 34,321 1,817 (2,382)
Water & Waste Grant Program (Septage) Yes 10.781 ME-92-21/22 865,000 - 3,067 - 3,067 - -
Water & Waste Grant Program (WPCF Bulkhead) Yes 10.781 ME-92-23/24 3,150,000 (1,294) - - - - (1,294)
Water & Waste Grant Program (Tibbetts/Jefferson St CSO Projects) Yes 10.781 ME-92-25/26 1,420,000 (1,726) 78,234 - 76,506 - 2
Total U.S. Department of Agriculture 140,228 442,481 264,043 441,318 321,648 83,786
U.S. Department of Housing and Urban Development,
Passed through Maine Office of Community Planning
and Development:
CDBG - Housing Rehab 14.228 N/A 250,000 6,623 - 2,785 - - 9,408
CDBG - Housing Rehab 14.228 G504310 302,000 941 - - 900 - 41
CDBG - Housing Rehab 14.228 N/A 300,000 (173) - 1,836 454 - 1,209
Total U.S. Department of Housing and Urban Development 7,391 - 4,621 1,354 - 10,658




CITY OF BREWER, MAINE

Schedule of Expenditures of Federal Awards, Continued

Year ended June 30, 2014
Pass- Program
Federal through or Balance at Revenue Balance at
Federal Grantor/Pass-through ARRA CFDA grantor award June 30, Recognized Expenditures June 30,
Grantor/Program Title Funds number number amount 2013 Federal Other Federal Other 2014
U.S. Department of Interior,
Passed through Maine Department of Agriculture, Conservation and Forestry ,
Land and Water Conservation Fund 15.916 23-00846 147,900 - 4,338 - 4,338 7,222 (7,222)
U.S. Environmental Protection Agency,
Direct program:
Brownfield Revolving Loan 66.818 N/A 1,300,000 219,012 - 288,750 385,852 - 121,910
Brownfield Revolving Loan (Brewer Redevelopment LLC) 66.818 N/A 400,000 - 400,000 80,000 400,000 80,000 -
Passed through Maine Department of
Health and Human Services:
Drinking Water (UV Upgrade to Ozone Plant) 66.468 N/A 847,000 (43,032) 518,188 - 475,156 - -
Total U.S. Environmental Protection Agency 175,980 918,188 368,750 1,261,008 80,000 121,910
U.S. Department of Justice - Bureau of Justice Assistance:
Bulletproof Vest Partnership Program 2012 16.607 N/A 1,178 - 315 315 31S 315 -
Bulletproof Vest Partnership Program 2013 16.607 N/A 874 - 715 715 715 715 -
Bulletproof Vest Partnership Program 2014 16.607 N/A 1,455 - - - - - -
Edward Byrne Memorial Justice Assistance Grant - FY13 16.738 N/A 2,958 1,243 - - 1,243 - -
Edward Byrne Memorial Justice Assistance Grant - FY14 16.738 N/A 2,562 - 2,562 - 2,427 - 135
Equitable Sharing Program 16.922 N/A N/A 90,561 - 191 12,761 - 77,991
Total U.S. Department of Justice - Bureau of Justice Assistance 91,804 3,592 1,221 17,461 1,030 78,126
U.S. Department of Treasury:
Equitable Sharing Program 21.xxx N/A N/A 38,698 - 401 38,780 - 319
U.S. Department of Homeland Security,
Passed through Maine Emergency Management Agency:
Multi-Assault Counter-Terrorism Action Capabilities ’ 97.067 N/A 9,000 - 9,000 - 9,000 - -
Totals 414,302 2,118,275 639,036 2,570,307 409,900 191,406

See accompanying notes to schedule of expenditures of federal awards.



CITY OF BREWER, MAINE
Notes to Schedule of Expenditures of Federal Awards
June 30, 2014

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 Brewer,
Maine for the fiscal year ended June 30, 2014. The reporting entity is defined in Notes to Basic Fmanmal
Statements of the City of Brewer, Maine.

B. Basis of Presentation - The information 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
guarantees, 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 Brewer, Maine 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 BREWER, MAINE
Schedule of Findings and Questioned Costs

June 30, 2014

Section | - Summary of Auditor's Results
Financial Statements
Type of auditor’s report issued:
Internal control 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

Unmodified

No
None reported

No

No
None reported

for major programs: Qualified

Any audit findings disclosed that are required

to be reported in accordance with

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

CFDA Numbers Name of Federal Program or Cluster
10.553, 10.555 School Nutrition Cluster
10.760, 10.781 Water and Waste Grant
66.468 Drinking Water (UV Upgrade)
66.818 Brownfield Revolving Loan
84.027 Special Education Grants to States
Dollar threshold used to distinguish

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



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

Section Il - Findings and Questioned Costs for Federal Awards

2014-001 — U.S. Department of Agriculture, for the Period July 1, 2013 through June 30, 2014, CFDA #10.760,

#10.781 Water and Waste Grant Cluster — Timeliness of Reporting

Statement of Condition: The City of Brewer, Maine did not file quarterly reports in a timely manner for the third
quarter of 2013, which resulted in third quarter amounts not being reported to the federal government until the

fourth quarter report was filed.

Criteria: The City of Brewer, Maine is required to file timely reports per the A-133 compliance supplement.

Effect: If the reports are not filed timely, the website where the City of Brewer, Maine files the reports closes
down, effectively not allowing the reports to be filed.

Cause: Quarterly reports for this grant were not filed for the third quarter of 2013.

Recommendation: We recommend that reports be filed timely in the future.

Questioned Costs: None
Management’s response/corrective action plan:

The City missed the third quarter 2013 reporting deadline by a couple days in part due to the shutdown of the
federal government, which delayed a reminder email. Subsequent reports were filed timely. The federal
government no longer requires these reports be submitted.

2014-002 — U.S. Environmental Protection Agency, for the Period July 1, 2013 through June 30, 2014, CFDA
#66.818 Brownfield Revolving Loan — Timeliness of Reporting

Statement of Condition: The City of Brewer, Maine did not file quarterly reports in a timely manner for the first
quarter of 2014.

Criteria: The City of Brewer, Maine is required to file timely reports within thirty days of the close of each fiscal
quarter per the agreement with the U.S. Environmental Protection Agency.

Effect: The reports were not filed in a timely manner, resulting in information being reported late.
Cause: Quarterly reports for this grant were filed late for the first quarter of 2014.
Recommendation: We recommend that reports be filed timely in the future.

Questioned Costs: None

Management’s response/corrective action plan:
The department responsible for preparing these reports has been reminded of the reporting deadlines, and the
Finance Department has set up a system to provide reminders in advance of the deadline. This grant is in its

closeout stage.
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CITY OF BREWER, MAINE
Schedule of Findings and Questioned Costs, Continued

Section Il - Findings and Questioned Costs for Federal Awards

2014-003 — U.S. Environmental Protection Agency, for the Period July 1, 2013 through June 30, 2014, CFDA
#66.818 Brownfield Revolving Loan — Accuracy of Reporting

Statement of Condition: The City of Brewer, Maine did not file accurate quarterly reports for this program.

Criteria: The City of Brewer is required to file accurate financial reports showing total amounts expended during
the quarter, with totals for the project.

Effect: Financial information reported to the U.S. Environmental Protection Agency was incorrect.

Cause: Reports were prepared by the Economic Development Specialist, and were not reviewed by a member
of the finance department.

Recommendation: We recommend that quarterly reports be reviewed by a member of the finance department.

Questioned Costs: None
Management’s response/corrective action plan:

The department responsible for preparing these reports had been informed of the sorts of inconsistencies found
so these can be avoided in future reports. Furthermore, a representative of the Finance Department will review
the reports for accuracy before they are filed with the EPA.

12



CITY OF BREWER, MAINE
Scheduie of Findings and Questioned Costs, Continued

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

None
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