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INDEPENDENT AUDITORS’ REPORT ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY OMB CIRCULAR A-133

December 15, 2014

Honorable Mayor
and City Council
City of Holland, Michigan

We have audited the financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Holland, Michigan (the "City"), as of and for the year ended June 30,
2014, and the related notes to the financial statements, which collectively comprise the City’s basic
financial statements. We issued our report thereon dated December 15, 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 purposes of additional
analysis as required by OMB Circular A-133 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 basic financial
statements and certain other 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.
-@LAM-;@LM LLC



CITY OF HOLLAND, MICHIGAN

[ Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2014

Federal Agency / Cluster / Program Title

U.S. Department of Agriculture
Eat Healthy for Life - EBT Project

Project Fresh Agreement

Total U.S. Department of Agriculture

U.S. Department of Housing and Urban Development
Community Development Block Grants:

Entitlement XXVIX
Entitlement XXVX

HOME Investment Partnership Program

Total U.S. Department of Housing and Urban Development

U.S. Department of Justice
Bulletproof Vest Grant

Law Enforcement Block Grants:

ADAA/WEMET XXIV Grant (10/01/2013-09/30/2014)
Justice Assistance Grant

Domestic Cannabis Eradication and Suppression
HIDTA Grant
Organized Crime Drug Enforcement Task Force Grants
Total U.S. Department of Justice
U.S. Department of Transportation
State and Community Highway Safety:
Safe Communities:
11/01/2012-09/30/2013
02/28/2014-09/30/2014

Total U.S. Department of Transportation

U.S. Environmental Protection Agency
Drinking Water Revolving Fund

U.S. Election Assistance Commission
Non-cash assistance:
Help America Vote Act

CFDA
Number

10.168

10.572

14.218
14.218

14.239

16.607

16.738
16.738

16.UNK

16.UNK

16.UNK

20.600
20.600

66.468

90.401

Passed
Through

OttCo

MDCH

Direct
Direct

MSHDA

Direct

OttCo
Direct

MSP
OttCo

OttCo

MSP
OttCo

MDEQ

MDS

Pass-through /
Grantor Number

12-25-G1356

MM#4454

B-12-MC-26-0036
B-13-MC-26-0036

M-2009-0300

-n/a-

70834-6-14-B
2013-DJ-BX-0818

0348-004
-n/a-

GL-MIW-0142

PT-13-19
PT-14-10

EQ-00E00345-1

-n/a-

Federal
Expenditures
S 2,300

37,025

39,325

192,344
234,926

427,270

41,200

468,470

610

50,394
10,127

60,521

525
2,572
17,723

81,951

32,138
6,246

38,384

36,603

610

continued...



CITY OF HOLLAND, MICHIGAN

[ Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2014

CFDA Passed Pass-through / Federal

Federal Agency / Cluster / Program Title Number Through Grantor Number  Expenditures

U.S. Department of Homeland Security
Emergency - Heavy Rain/Flooding 97.036 MSP FEMA-4121-DR-MI S 30,985

Homeland Security Cluster:
Non-cash assistance:

Homeland Security Grant 97.067 OttCo -n/a- 63,605
Total U.S. Department of Homeland Security 94,590
Total Expenditures of Federal Awards S 759,933
concluded

See notes to schedule of expenditures of federal awards.



CITY OF HOLLAND, MICHIGAN

. Notes to Schedule of Expenditures of Federal Awards

1.

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of the City of Holland, Michigan (the “City”) under programs of the federal government for the
year ended June 30, 2014. The information in this schedule is presented in accordance with the
requirements of the Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Because the schedule presents only a selected portion of the
operations of the City, it is not intended to and does not present the financial position, changes in net
position or cash flows of the City.

The City’s reporting entity is defined in Note 1 of the City’s Comprehensive Annual Financial Report.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the modified-accrual basis of accounting, which is
described in Note 1 to the City's financial statements. Such expenditures are recognized following the cost
principles contained in OMB Circular A-87, Cost Principles for State, Local, and Indian Tribal
Governments, wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Pass-through entity identifying numbers are presented where available.

OTHER FEDERAL REVENUE
The City is an indirect beneficiary of federal funds that are expended directly by the Michigan
Department of Transportation. These expenditures, which will be included in the State of Michigan's

single audit, are for the Washington Ave, M. Urbarn to 32nd Street project (CFDA number 20.106 and
contract number 11-3323 Fed Item HH8482) in the amount of $704,364.

PASS-THROUGH AGENCIES

The City receives certain federal grant as subawards from non-federal entities. Pass-through entities,
where applicable, have been identified in the Schedule with an abbreviation, defined as follows:

Pass-through

Agency
Abbreviation Pass-through Agency Name
MDCH Michigan Department of Community Health
MDEQ Michigan Department of Environmental Quality
MDS Michigan Department of State
MSHDA Michigan State Housing Development Association
MSP Michigan State Police Office of Highway Safety Planning
OttCo County of Ottawa, Michigan



CITY OF HOLLAND, MICHIGAN
. Notes to Schedule of Expenditures of Federal Awards
5. SUBRECIPIENTS
The City administers certain federal awards programs through subrecipients. Those subrecipients are not

considered part of the City's reporting entity. Of the federal expenditures presented in the Schedule, the
City provided federal awards to subrecipients as follows:

Amount
Provided to
Program Title CFDA Number  Subrecipients
Community Development Block Grant 14.218 S 60,000
State and Community Highway Safety 20.600 11,155
S 71,155
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

December 15, 2014

Honorable Mayor
and City Council
City of Holland, Michigan

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, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City of Holland, Michigan (the "City"), as
of and for the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements, and have issued our report thereon dated
December 15, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’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’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the City’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 a
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 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’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 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.

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
City’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.

-@m%{&m LLC
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR
EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

December 15, 2014

Honorable Mayor
and City Council
City of Holland, Michigan

Report on Compliance for Each Major Federal Program

We have audited the compliance of the City of Holland, Michigan (the "City") 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’s major federal programs for the year ended June 30,
2014. The City’s major federal programs are identified in the summary of auditors’ 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.

Independent Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the City’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 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’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 of the City’s compliance.



Opinion on Each Major Federal Program

In our opinion, the City 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 results of our auditing procedures disclosed instances of noncompliance, which 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 2014-SA-01 and -02. Our opinion on each major federal
program is not modified with respect to these matters.

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

Report on Internal Control Over Compliance

Management of the City 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 of compliance, we considered the City’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 an
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’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 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 that a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

10



Our consideration of 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 and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
we identified a certain deficiency in internal control over compliance, as described in the
accompanying schedule of findings and questioned costs as item 2014-SA-01 that we consider to be a
significant deficiency.

The City’s response to the internal control over compliance finding identified in our audit is described
in the accompanying schedule of findings and questioned costs. The City’s response was not subjected
to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion
on it.

Purpose of this Report

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
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

@MM-(.,«LM LLC
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CITY OF HOLLAND, MICHIGAN

. Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

SECTION | - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? yes X no

Significant deficiency(ies) identified? yes X none reported
Noncompliance material to financial statements yes X no

noted?

Federal Awards
Internal control over major programs:
Material weakness(es) identified? yes X no
Significant deficiency(ies) identified? X yes none reported

Type of auditors’ report issued on compliance
for major programs: Unmodified

Any audit findings disclosed that are required
to be reported in accordance with
Circular A-133, Section 510(a)? X yes no

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

14.218 Community Development Block Grants

Dollar threshold used to distinguish
between Type A and Type B programs: S 300,000

Auditee qualified as low-risk auditee? X yes no

12



CITY OF HOLLAND, MICHIGAN

. Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

SECTION II - FINANCIAL STATEMENT FINDINGS

None reported.

13



CITY OF HOLLAND, MICHIGAN

. Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

SECTION IIl - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2014-SA-01 - Federal Funding Accounting and Transparency Act Reporting

Finding Type. Immaterial Noncompliance / Significant Deficiency in Internal Control over Compliance
(Reporting).

Program. Community Development Block Grant; U.S. Department of Housing and Urban Development; CFDA
Number 14.218; Award Numbers B-12-MC-26-0036 and B-13-MC-26-0036.

Criteria. Direct recipients of federal grants and contracts signed after October 1, 2010 are subject to the
Federal Funding Accounting and Transparency Act (FFATA) which requires the grantee to submit certain
subaward information monthly.

Condition. The City is a direct recipient of Community Development Block Grant awards, which it passes
through to three subrecipients. Of these subrecipients, one met the reporting threshold applicable to FFATA
reporting. The City, however, did not prepare any FFATA reports during the 2014 year.

Cause. This condition appears to have been caused by a management oversight in identifying the applicable
FFATA reporting requirements.

Effect. As a result of this condition, the City did not fully comply with FFATA and the reporting requirements
of the OMB Circular A-133 Compliance Supplement.

Questioned Costs. No costs are required to be questioned as a result of this finding, inasmuch as no
unallowable expenditures were noted and the reports did not serve as a mechanism for reimbursement.

Recommendation. We recommend the City complete required FFATA reports for the 2015 year. The City
should also consider contacting the awarding agency to determine appropriate action regarding 2014 reporting.

View of Responsible Officials. Management concurs and has submitted the FFATA reports for 2014 and 2015.

14



CITY OF HOLLAND, MICHIGAN

. Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

SECTION IIl - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2014-SA-02 - Subrecipient Award ldentification
Finding Type. Immaterial Noncompliance (Subrecipient Monitoring).

Program. Community Development Block Grant; U.S. Department of Housing and Urban Development; CFDA
Number 14.218; Award Numbers B-12-MC-26-0036 and B-13-MC-26-0036.

Criteria. Entities that pass through funds to subrecipients are required to communicate specific award
information at the time the subaward is made. Such information should include the CFDA title and number,
award name and number, the federal awarding agency, and applicable compliance requirements.

Condition. The City maintained subrecipient relationships with three not-for-profits organizations, and the
details of each relationship were documented in a formal subrecipient agreement. These agreements did note
the source of the funds being passed through, federal awarding agency, and the applicable compliance
requirements, but the City did not communicate the award number or the CFDA number.

Cause. This condition appears to have been caused by a management's use of a subrecipient agreement
template. This template has been utilized a number of years and has not been reviewed to ensure all required
elements had been included.

Effect. As a result of this condition, the City did not fully comply with the subrecipient monitoring
requirements of the OMB Circular A-133 Compliance Supplement.

Questioned Costs. No costs are required to be questioned as a result of this finding, inasmuch as no
unallowable expenditures were noted.

Recommendation. We recommend the City communicate this data to current subrecipients. Additionally, we
recommend the City consider revising its current subrecipient agreement template as necessary to comply with
the communication requirements detailed in the OMB Circular A-133 Compliance Supplement. The City should
also consider the upcoming changes to grant management requirements that will be in effect for future years
under the 2 CFR 200, Uniform Guidance for Federal Awards.

View of Responsible Officials. The subrecipient agreement has been changed to include the award number
and CFDA number.
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CITY OF HOLLAND, MICHIGAN

[ Ssummary Schedule of Prior Audit Findings
For the Year Ended June 30, 2014

2013-FS-01 - Significant Audit Adjustment
In 2013, a significant audit adjustment was proposed to adjust the City’s refuse and recycling receivables,
unearned revenue, and the related revenue. The amount of the misstatement was quantitatively significant to

the nonmajor enterprise fund opinion unit. This matter was not repeated in 2014, and is considered resolved.
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