











Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Moline, lllinois’ 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 in a separate letter dated May 21, 2010.

This report is intended solely for the information and use of the City Council, management, federal awarding
agencies and pass-through entities, and is not intended to be and should not be used by anyone other than those

specified parties.
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Davenport, lowa
May 21, 2010
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor’s Report on Compliance With
Requirements Applicable to Each Major Program and on
Internal Control Over Compliance in Accordance

With OMB Circular A-133

To the Honorable Mayor and
Members of the City Council
City of Moline, lllinois

Compliance

We have audited the compliance of the City of Moline, lllinois with the types of compliance requirements described in
the U. S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement that are applicable to
each of its major federal programs for the year ended December 31, 2009. The City of Moline, lllinois’ major federal
programs are identified in the summary of auditor's results 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 Moline, lllinois’ management. Our responsibility is to
express an opinion on the City of Moline, lllinois’ compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments and
Nonprofit 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 Moline, lllinois’ compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on the City of Moline, lllinois’ compliance with
those requirements.

In our opinion, the City of Moline, lllinois complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended December 31, 2009. However, the results
of our auditing procedures disclosed instances of noncompliance with those requirements that are required to be
reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule of findings
and questioned costs as items 09-1I-D and 09-1I-E.

Internal Control Over Compliance

Management of the City of Moline, lllinocis is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the City of Moline, lllinois’ 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 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 Moline, lllinois’ internal control over compliance.

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.
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Qur consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be
significant deficiencies or material weaknesses and therefore, there can be no assurance that all deficiencies,
significant deficiencies or material weaknesses have been identified. However, as discussed below, we identified
certain deficiencies in internal control over compliance that we consider to be material weaknesses and other
deficiencies that we consider to be 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 combination of deficiencies, in internal
control over compliance, such that there is 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 09-1I-A and 09-11I-B to be material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or 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 deficiency in internal control over compliance described in the accompanying schedule
of findings and questioned costs as item 09-11I-C to be a significant deficiency.

The City’s responses to the findings identified in our audit are described in the accompanying schedule of findings
and questioned costs. We did not audit the City’s response and, accordingly, we express no opinion on the
responses.

This report is intended solely for the information and use of the City Council, management, federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these

specified parties.
/%4-%/%7 / /IQZ&%/ Lo~

Davenport, lowa
May 21 2010
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City of Moline, lllinois

Schedule of Findings and Questioned Costs
Year Ended December 31, 2009

I. Summary of the Independent Auditor's Results
Financial Statements
Type of auditor's report issued: Unqualified
Internal control over financial reporting:
¢ Material weakness(es) identified? [ Yes

o Significant deficiencies identified? [ Yes
® Noncompliance material to financial statements noted? [ Yes

No
None Reported
No

RIRIE

Federal Awards

Internal control over major programs:
¢ Material weakness(es) identified? Yes [ No
¢ Significant deficiencies identified? Yes [] None Reported

Type of auditor's report issued on compliance for major programs: Unqualified
e Any audit findings disclosed that are required to be reported in accordance with
Section 510(a) of Circular A-133? Yes [ No

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

14.218 Community Development Block Grant
14.253 ARRA - CDBG-R
14.907 ARRA - Lead Hazard Control Grant
Dollar threshold used to distinguish between type A and type B programs: $300,000

Auditee qualified as low-risk auditee? Yes [ No

(Continued)
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City of Moline, lllinois

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2009

IIl.  Findings Relating to the Basic Financial Statement Audit as Required to be Reported in Accordance
with Generally Accepted Government Auditing Standards

A

Significant deficiencies in internal control:
None
Compliance findings:

None

lll.  Findings and Questioned Costs for Federal Awards

A

Material weaknesses and significant deficiency in internal control
09-1l-A

U.S. Department of Housing and Urban Development
Community Development Block Grant (Direct) (CFDA 14.218)
Federal Award Year: 2009

Finding: The City does not have a system in place over the CDBG program to ensure source
documentation for expenditures are obtained and also the City does not have a consistent system
of obtaining three bids for the projects or documenting appropriate exceptions.

Condition: During expenditure testing the City was unable to provide original invoices as supporting
documentation for federal expenditures tested. Bid documentation was provided as the source
documentation. The expenditures tested agreed to bid amounts. Invoices were not obtained from
contractors for documentation of actual project expenses. Also, three bids were not always
obtained for projects where it is required. For the instances where three bids were not obtained,
there was not any documentation in the project file to support why three bids were not obtained

(i.e. less than three bids were submitted or it was an emergency requiring only one bid).

Criteria: The Office of Management and Budget Circular A-133 requires adequate source
documentation exist to support amounts and items reported as federal expenditures. Also, it is a
control over expenditures that before invoices are paid they are reviewed for the appropriate
approval by the Planning Department. The program Action Plan submitted by the City to HUD
indicates that applicants receiving assistance through the Housing and Neighborhood Services
Program must obtain three comparable estimates for the work to be considered.

Context: Seven of 60 expenditures tested did not have an invoice to support the expenditure.
Three of 60 expenditures tested did not have three bids as required.

Effect: Noncompliance with grant requirements and lack of appropriate supporting documentation.

Cause: Formal invoices are not obtained from contractors. Exceptions to the programs three bid
requirements are not formally documented.

(Continued)
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City of Moline, lllinois

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2009

Recommendation: We recommend the City obtain formal invoices from contractors to support
expenditures that are paid and that three bids are obtained when required. Bid documentation
should be maintained in the project file, including documentation when three bids are unable to be
obtained or if there is an emergency which would not require three bids.

Response and corrective action plan: City staff have developed and maintain a Community
Development Block Grant Program Policies and Procedures Manual to guide the administration of
projects and programs funded by the City of Moline CDBG program. So that the Manual can be an
effective tool and guide for ensuring the collection and maintenance of source documentation for
expenditures as well as operating a consistent system for obtaining three bids for projects or
documenting appropriate exceptions, the City has reviewed its procurement procedures related to
the implementation of CDBG-funded projects in light of existing City procurement policies and
24CFR.85 Procurement Regulations and is drafting language to further refine and guide the
procurement process in relation to grant funded programs.

In addition, the City has drafted and is implementing a new grant administration procedure to
implement enhancements to program administration such as those above. These new procedures
require that on not less than a bi-weekly basis, the grant program manager, related grant program
team members, and the division manager and/or Department Director shall review project and
program activities, including, but not limited to, bidding and procurement for specific grant-funded
projects, to ensure that such activities are conducted in accordance with City procurement policies
and federal procurement rules and guidelines.

09-11-B

U.S. Department of Housing and Urban Development
Community Development Block Grant (Direct) (CFDA 14.218)
Federal Award Year: 2009

Finding: The City does not have a system in place to ensure program expenditures incurred and
obligated did not exceed program funds available.

Condition: Funds were not being drawn down from HUD monthly, partially due to system problems
that HUD experienced during the year. However, the Planning Department management
discovered that program funds were being over expended as the amount of project expenditures
incurred and obligated had not been properly monitored.

Criteria: The Office of Management and Budget Circular A-102 states that agency methods and
procedures for transferring funds shall minimize the time elapsing between the transfer to
recipients of grants and cooperative agreements and the recipients need for the funds.

Context: All program expenditures

Effect: The City was unaware that program expenditures were exceeding the amount of program
funds available.

Cause: The City was not properly monitoring program expenditures incurred and obligated.

Recommendation: We recommend the City monitor program expenditures incurred and obligated
in comparison with the amount of program funds available.

(Continued)
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City of Moline, lllinois

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2009

Response and corrective action plan: The City has reviewed this finding and in response has

developed a system to ensure that program expenditures incurred and obligated do not exceed
program funds available. These program monitoring improvements have been articulated in the
form of new community development grant management and administration policy and procedures.
The following are the key components of the new grant administration policy and procedures:

A new position titled Housing Grant Compliance Analyst has been created and filled. This
new position will administer and track financial processes, procedures, payments and
reconciliation of federal and state grant programs and will ensure that grant program
accounting practices comply with and conform to accepted accounting standards.

In addition to the responsibilities and activities of the new position described above, the
following grant accounting practices and procedures will be followed by grant project
personnel;

o Grant program manager(s) will track all grant-related expenditures and adjustments
on a spreadsheet for each grant on a daily basis with supporting documentation
maintained. Expenditures shall be reviewed on not less than a weekly basis checked
against the City Budget and monthly expenditure reports on a monthly basis.
Expenditure-to-budget forms shall be created to document the monthly and
cumulative total percent and dollars of the project expensed to the budgeted
amount. These expense figures shall be reconciled with both the grant manager's
project expense spreadsheet and the Finance Department’s monthly GMBA
expenditure reports. Program manager(s) will also track and record via spreadsheet
all grant-related revenues, reimbursements, draws and/or adjustments on a daily
basis with supporting documentation maintained and reconciled to the monthly
GMBA revenue and expenditure reports. The above reports shall be reviewed by the
grant program manager and Division Manager and/or Department Director on not
less than a monthly basis.

Utilizing the monthly expenditure and revenue reports described above and as reconciled
with the Finance Department’s monthly reports, draws and/or reimbursement requests shall
be performed on a monthly basis. Should grant program funds not be available to draw in a
given month, the reports, reconciliation and draw amounts shall still be documented,
created and retained until such time as program funds are available to be drawn and/or
reimbursed through the appropriate process.

(Continued)

155



City of Moline, lllinois

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2009

09-1l-C

U.S. Department of Housing and Urban Development
Community Development Block Grant (Direct) (CFDA 14.218)
Federal Award Year: 2008 and 2009

Finding: The City did not allocate split funded employee payroll costs as required by OMB Circular
A-87 for employees who work for more than one cost objective.

Condition: The City maintained payroll documentation of actual time spent, but did not record
adjustments to budgeted distributions to the program, as a result of activity actually performed.

Criteria: The Office of Management and Budget Circular A-87 requires at least quarterly
comparisons of actual cost to budgeted distributions be made and reflect adjustments as a result of
actual activity performed that are supported by personnel activity reports.

Context: Five of 60 expenditures tested
Effect: The City could be charging expenditures to the federal program improperly.
Cause: The City charged salaries to the program based on the budgeted distributions.

Recommendation: We recommend that the City record adjustments to actual time spent rather
than budget. If a budget or estimate is determined before services are performed, comparisons of
actual costs to budgeted distributions based on the monthly documentation should be done on at
least a quarterly basis and adjusted to actual.

Response and corrective action plan: The City has developed and is utilizing a sophisticated time
sheet that allows for recording time worked on specific projects. The timeshest also tracks the
percentage of overall time per grant program so that appropriate charges and percentages of
payroll cost for split-funded employees can be recorded, monitored and adjusted if necessary.

In order to ensure that any necessary adjustments are recorded for split funded employees, the
following management oversight process is being implemented to complement the timeshest
record keeping process. All grant funded employees shall complete their timeshest on a daily
basis. An initial review by the employee and division manager or Housing Grant Compliance
Analyst on a bi-weekly basis shall coincide with submittal of timesheets for payroll purposes. The
purpose of this initial review shall be to identify any potential variance in the amount of time worked
from budgeted grant funding. Appropriate personnel (e.g., Planning and Development Director and
Finance Director) shall be notified if the timeshest indicates a variance of more that +/- 10% of the
hours worked from the program grant budget or PAR allocation in any 2-week payroll period or
month.

As afinal step, timesheets shall be reviewed and signed by the employee and Division Manager
and/or Department Director on a monthly basis to ensure consistency with OMB Circular A-87.
Should there be a need to adjust cost distributions based actual work performed, the Division
Manager and/or Department Director shall forward such information to the Finance Director.

(Continued)
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City of Moline, lllinois

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2009

B.

Instance of Noncompliance
09-lI-D

U.S. Department of Housing and Urban Development
ARRA - Community Development Block Grant (Direct) (CFDA 14.253)
Federal Award Year: 2009

Finding: The City is not filing reports for the program timely.

Condition: A quarterly report was not filed on a timely basis and the supporting general ledger
detail for this quarterly report did not agree to the expenditures reported. Also, a secondary review
of the quarterly reports submitted was not performed.

Criteria: Section 1512 of the American Recovery and Reinvestment Act of 2009 requires prime
recipients to file quarterly reports online at www.FederalReporting.com by the 10t day of the month
following the previous quarter.

Questioned costs: None

Context: One of two quarterly reports tested (the 4 quarter of 2009) was not submitted timely and
expenditures reported did not agree to supporting general ledger detail.

Effect: Reports not filed timely with adequate supporting documentation.

Cause: The City did not follow reporting deadline and did not ensure that all supporting
documentation agreed to expenditures reported.

Recommendation: We recommend the City submit all required reporting timely and supporting
documentation agree to the reports submitted. We also recommend that a secondary review of all
required reporting is performed with documentation of the review and approval.

Response and corrective action plan: In order to ensure that required grant reports are submitted
on atimely basis and include all appropriate and necessary information, the following actions shall
be taken. The grant manager shall compile and submit the quarterly activity and expense report as
per grant program requirements. Prior to the electronic submittal of said reports, the Housing Grant
Compliance Analyst shall perform a secondary of review of the quarterly reports. As part of this
secondary review, the quarterly report data shall be reconciled with the grant manager’s project
expenditure tracking spreadshest and the Finance Department's monthly GMBA expenditure
report. In addition to the preceding actions, quarterly reporting dates and deadlines shall be
documented, maintained and reviewed with the Division Manager and/or Planning and
Development Director at regular grant program bi-weekly meetings.

(Continued)
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City of Moline, lllinois

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2009

09-lI-E

U.S. Department of Housing and Urban Development
Community Development Block Grant (Direct) (CFDA 14.218)
Federal Award Year: 2009

Finding: Unallowed expenditures were charged to the grant program.

Condition: Unallowed expenditure identified during testing for the payment of retiree health
insurance premiums for two retirees that previously worked in the City Planning Department with
the CDBG program.

Criteria; Allowable expenditures for this program must meet one of the three national objectives of
the program:; 1) Benefit low and moderate income persons, 2) Prevent or eliminate slums or blight
or 3) Meet community development needs having a particular urgency.

Questioned costs: $3,608

Context: One of 60 expenditures tested.

Effect: Noncompliance with grant requirements.

Cause: The City did not ensure expenditure is allowable under grant requirements.

Recommendation: We recommend the City review grant expenditures for accuracy and to ensure
they are allowable under the grant requirements.

Response and corrective action plan: The expenditures in question have been removed from the
CDBG fund and are being paid through the City’s General Fund.
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City of Moline, lllinois

Corrective Action Plan
Year Ended December 31, 2009

Current
Number Comment Corrective Action Plan

Anticipated Date of
Completion

Contact Person

Findings Related to Federal Awards:

Material Weaknesses and Significant Deficiency in Internal Control

09-llI-A  The City did not have a system in place See corrective action plan
to ensure source documents for expenditures at 09-111-A.
were obtained and the required three
bids were received for the projects.

09-1I-B  The City does not have a system in place See corrective action plan
to ensure program expenditures incurred at 09-111-B.
and obligated did not exceed program
funds available.

09-lI-C  The City does not allocate split funded See corrective action plan
employee payroll costs as required by at 09-11-C.
OMB Circular A-87.

Instances of Noncompliance
09-1I-D A quarterly report was not filed on a timely See corrective action plan
basis and the supporting general ledger at 09-11-D.
detail for the report did not agree to the
expenditures reported. Also, a secondary
review of the quarterly reports submitted was
not performed.

09-lI-E  Unallowed expenditures were charged for See corrective action plan
the CDBG program. lat 09-I11-E.
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December 31, 2010

December 31, 2010

December 31, 2010

December 31, 2010

December 31, 2010

Kathy Carr,
Finance Director

Kathy Carr,
Finance Director

Kathy Carr,
Finance Director

Kathy Carr,
Finance Director

Kathy Carr,
Finance Director





