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

Independent Auditor's Report

To the Mayor and City Council
City of Lincoln Park, Michigan

We have audited the basic 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 Lincoln Park, Michigan (the "City") as of and
for the year ended June 30, 2017, and the related notes to the financial statements, which
collectively comprise the City's basic financial statements. We issued our report thereon dated
December 6, 2017, which contained qualified audit opinions on the financial statements of the
governmental activities, the business-type activities, and the Water and Sewer Fund, and
unmodified opinions on the financial statements of the General Fund, the CDBG Fund, the
aggregate remaining fund information, and the aggregate discretely presented component units.

The governmental activities, business-type activities, and the Water and Sewer fund opinions are
qualified due to the following pension and OPEB issues.  The City amended its retiree healthcare
benefits as of July 1, 2015 to provide monthly stipend payments to retirees. The monthly stipend
may be used toward the purchase of health insurance through the City’s plan with the retiree
contributing the difference between the premium and the stipend or the stipend may be taken
by the retiree as a supplement to income (in effect, a supplemental pension benefit). Generally
accepted accounting principles require the City to obtain actuarial valuations to accurately reflect
the appropriate OPEB and pension accounting and disclosures. For OPEB, under GASB
Statement No. 45, the City has not obtained an updated valuation of the OPEB portion of this
benefit and therefore the net OPEB liability as well as the disclosures have not been updated
since June 30, 2015. The City has also not obtained an actuarial valuation of the supplemental
pension portion of this arrangement. The impact this benefit would have on the GASB Statement
No. 68 pension expense, net pension liability, and related disclosures is unknown.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements. We have not performed any procedures
with respect to the audited financial statements subsequent to December 6, 2017.  
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To the Mayor and City Council
City of Lincoln Park, Michigan

The accompanying schedule of expenditures of federal awards is presented for the purpose 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 basic 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 financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

December 6, 2017
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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

Independent Auditor's Report

To Management, the Mayor, and City Council
City of Lincoln Park, 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 Lincoln Park, Michigan (the "City") as of and for the year ended June 30, 2017, 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 6, 2017, which contained
qualified audit opinions on the financial statements of the governmental activities, the business-
type activities, and the Water and Sewer Fund, and unmodified opinions on the financial
statements of the General Fund, the CDBG Fund, the aggregate remaining fund information, and
the aggregate discretely presented component units.  

The governmental activities, business-type activities, and the Water and Sewer Fund opinions
are qualified due to the following pension and OPEB issues.  The City amended its retiree
healthcare benefits as of July 1, 2015 to provide monthly stipend payments to retirees. The
monthly stipend may be used toward the purchase of health insurance through the City’s plan
with the retiree contributing the difference between the premium and the stipend or the
stipend may be taken by the retiree as a supplement to income (in effect, a supplemental
pension benefit). Generally accepted accounting principles require the City to obtain actuarial
valuations to accurately reflect the appropriate OPEB and pension accounting and disclosures.
For OPEB, under GASB Statement No. 45, the City has not obtained an updated valuation of the
OPEB portion of this benefit and therefore the net OPEB liability as well as the disclosures have
not been updated since June 30, 2015. The City has also not obtained an actuarial valuation of
the supplemental pension portion of this arrangement. The impact this benefit would have on
the GASB Statement No. 68 pension expense, net pension liability, and related disclosures is
unknown.
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To Management, the Mayor, and City Council
City of Lincoln Park, Michigan

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of
Lincoln Park, Michigan'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.

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.

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. 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 noted as Findings 2017-001, 2017-002, and 2017-003 described in the accompanying
schedule of findings and questioned costs to be material weaknesses. 

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Lincoln Park, Michigan'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. 

City of Lincoln Park, Michigan's Responses to Findings

The City of Lincoln Park, Michigan's responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. The City of Lincoln
Park, Michigan's responses were not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on them. 
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To Management, the Mayor, and City Council
City of Lincoln Park, Michigan

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 City's internal control and
compliance.  Accordingly, this communication is not suitable for any other purpose.

December 6, 2017
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Report on Compliance for Each Major Federal Program; 
Report on Internal Control Over Compliance

Independent Auditor's Report

To the Mayor and City Council
City of Lincoln Park, Michigan

Report on Compliance for Each Major Federal Program

We have audited the City of Lincoln Park, Michigan's (the "City") compliance with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Compliance Supplement that could have a direct and material effect on its major federal
program for the year ended June 30, 2017. The City of Lincoln Park, Michigan's major federal
program is 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 federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal program. 

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the City of Lincoln Park,
Michigan'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 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 (the "Uniform
Guidance").  Those standards and the Uniform Guidance 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 Lincoln Park, Michigan'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
of Lincoln Park, Michigan's compliance.
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To the Mayor and City Council
City of Lincoln Park, Michigan

Opinion on Each Major Federal Program

In our opinion, the City of Lincoln Park, Michigan complied, in all material respects, with the
types of compliance requirements referred to above that could have a direct and material effect
on its major federal program for the year ended June 30, 2017. 

Report on Internal Control Over Compliance

Management of the City of Lincoln Park, Michigan 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 of Lincoln
Park, Michigan'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 the Uniform Guidance, 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.

Our 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 a certain deficiency in internal
control over compliance that we consider to be a material weakness.

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. 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 of those charged with governance.
We consider the deficiency in internal control over compliance described in the accompanying
schedule of findings and questioned costs as Finding 2017-004 to be a material weakness. 

The City of Lincoln Park, Michigan's response to the internal control over compliance finding
identified in our audit is described in the accompanying schedule of findings and questioned costs
and/or corrective action plan.  The City of Lincoln Park, Michigan's response was not subjected
to the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on it.
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To the Mayor and City Council
City of Lincoln Park, Michigan

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. 

December 6, 2017
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City of Lincoln Park, Michigan 

See Notes to Schedule of Expenditures 
of Federal Awards.  9 

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2017 

Federal Agency/Pass-through Agency/Program Title
CFDA 

Number
Pass-through Entity 
Identifying Number

Total Amount 
Provided to 

Subrecipients
Federal 

Expenditures

U.S. Department of Housing and Urban Development:
Direct Programs - Community Development Block Grant Entitlement 

Cluster 14.218 N/A 12,294$         703,222$       
Home Investment Partnership - Passed through Wayne County 14.239 M-16-DC-26-0213 -                     163,644         

Total U.S. Department of Housing and Urban Development 12,294           866,866         

U.S. Environmental Protection Agency - SRF Sewer Rehab Program -

Clean Water State Revolving Fund Cluster - Passed through Michigan

Department of Environmental Quality 66.458 5633-01 -                     142,010         

Total federal awards 12,294$       1,008,876$  

 



City of Lincoln Park, Michigan

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2017

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes
the federal grant activity of the City of Lincoln Park, Michigan (the "City") under
programs of the federal government for the year ended June 30, 2017. The information
in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (the “Uniform Guidance”). Because the Schedule
presents only a selected portion of the operations of the City of Lincoln Park, Michigan,
it is not intended to and does not present the financial position, changes in net assets, or
cash flows of the City of Lincoln Park, Michigan.

Note 2 - Summary of Significant Accounting Policies    

Expenditures reported on the Schedule are reported on the accrual basis of accounting. 
Such expenditures are recognized following, as applicable, either the cost principles in
OMB Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, or the
cost principles contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Pass-through entity identifying numbers are presented where available.

The City has elected not to use the 10 percent de minimus indirect cost rate to recover
indirect costs as allowed under the Uniform Guidance.
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City of Lincoln Park, Michigan

Schedule of Findings and Questioned Costs
Year Ended June 30, 2017

Section I - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued:

Opinion Unit Type of Opinion

Governmental activities Qualified

Business-type activities Qualified

General Fund Unmodified

CDBG Fund Unmodified

Water and Sewer Fund Qualified

Aggregate of discretely presented component units Unmodified

Aggregate of remaining fund information Unmodified

Internal control over financial reporting:

 Material weakness(es) identified? X  Yes  No

 Significant deficiency(ies) identified that are
not considered to be material weaknesses?  Yes X  None reported

Noncompliance material to financial 
statements noted?  Yes X  No

Federal Awards

Internal control over major programs:

 Material weakness(es) identified? X  Yes  No

 Significant deficiency(ies) identified that are
not considered to be material weaknesses?  Yes X  None reported

Type of auditor's report issued on compliance for major programs:  Unmodified

Any audit findings disclosed that are required 
to be reported in accordance with
Section 2 CFR 200.516 (a)? X  Yes  No

Identification of major program:

CFDA Numbers Name of Federal Program or Cluster

14.218 Community Development Block Grant Entitlement Cluster
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City of Lincoln Park, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Section I - Summary of Auditor's Results (Continued)

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

Auditee qualified as low-risk auditee?  Yes X  No

Section II - Financial Statement Audit Findings 

Reference

Number Finding

2017-001 Finding Type - Material weakness

Criteria - Management should record all year-end closing entries in accordance
with generally accepted accounting principles (GAAP) prior to the commencement
of the audit. In addition, the general ledger activity should be reviewed on a regular
basis to ensure financial activity has been appropriately reflected within the system
throughout the year.

Condition - A managerial review of the general ledger activity was not performed
on a regular basis. This resulted in auditor-proposed adjusting journal entries being
required in order to present the City's financial statements in accordance with
GAAP. Insignificant passed audit adjustments were also identified.  

Context - Adjusting journal entries were required in order to present the City's
financial statements in accordance with GAAP. These entries related to capital
assets, pension activity, accounts receivable and deferred inflows or revenue,
accounts payable, long-term debt, Downriver Sewage Disposal System, property
tax receivables/reserves, and compensated absences. Reclassification entries were
recorded to gross-up activity that was initially netted. Passed audit adjustments
related to adjusting capital assets, deferred inflows and revenue, and accounts
payable.

Cause - The City has historically relied on the auditors to propose certain entries
necessary for full GAAP presentation for financial statement purposes. Additionally,
there is a limited number of city staff available to perform a thorough general
ledger review.

Effect - If accounts are not reviewed and reconciled throughout the year, the
City's management and City Council will not be provided with accurate financial
information to make decisions during the City's fiscal year and could lead to
inaccurate reporting. Significant auditor-proposed journal entries were recorded to
present the financial statements in accordance with GAAP. If the journal entries
had not been recorded, the financial statements would have been materially
misstated.
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City of Lincoln Park, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Section II - Financial Statement Audit Findings (Continued)

Reference
Number Finding

2017-001
(Con't) Recommendation - The City should implement procedures to ensure that all

appropriate journal entries are made prior to the commencement of the audit and
develop a procedure to perform regular overall managerial review of the general
ledger activity.

Views of Responsible Officials and Planned Corrective Actions - The City
concurs with the recommendation and will work toward putting a process in place
to address the issue.

Reference

Number Finding

2017-002 Finding Type - Material weakness

Criteria - In an ideal information technology control environment, administrative
access to the financial applications should be segregated from the employees who
have the ability to post journal entries.

Condition - During our information technology general controls review that was
performed in connection with the audit, we noted the finance director has full
administrative access to the system and is also able to post transactions.

Context - The separation of these functions is considered a key internal control.
Although the City does have some mitigating controls in place for this item, we
recommend the City consider if there is an individual outside of the finance
department who could be assigned the administrative access instead.

Cause - Staffing constraints and information technology personnel turnover
contributed to the difficulty of assigning administrative access to an individual
outside of the finance department.

Effect - While misappropriation of assets was not identified during the audit
sampling, individuals with full administrative access to the general ledger system
could manipulate financial data without being detected.

Recommendation - The City should assign an individual outside of the finance
department to have full administrative access to the general ledger system.

Views of Responsible Officials and Planned Corrective Actions - The City will
explore the possibility of assigning a person outside the finance department with
administrative access or will develop alternative mitigating controls.
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City of Lincoln Park, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Section II - Financial Statement Audit Findings (Continued)

Reference

Number Finding

2017-003 Finding Type - Material weakness

Criteria - The City's cash balance per the general ledger should be reconciled to
the bank balance on a monthly basis. Differences should be investigated and
reconciled.

Condition - During testing of the bank reconciliations, we identified that the bank
reconciliations had an unreconciled balance of approximately $1,600.

Context - Bank reconciliations had an unreconciled balance of approximately
$1,600.

Cause - Staffing constraints and turnover contributed to difficulty in reconciling
bank balances.

Effect - Unreconciled differences increase the risk that errors or misappropriation
can occur without being identified or resolved.

Recommendation - The City should investigate unreconciled balances on a timely
basis to ensure the cash balance per the City's general ledger reconciles to cash
balances in the bank.

Views of Responsible Officials and Planned Corrective Actions - The City
concurs with the recommendation and will work toward putting a process in place
to address the issue.
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City of Lincoln Park, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Section III - Federal Program Audit Findings 

Reference

Number Finding

2017-004 CFDA Number, Federal Agency, and Program Name - Community
Development Block Grant Cluster (CDBG), CFDA 14.218 and Home Investment
Partnership Program (HOME), CFDA No. 14.239

Federal Award Identification Number and Year -
CDBG: B-16-MC-26-0007
HOME: M-16-DC-26-0213

Pass-through Entity - CDBG is direct funded.  HOME is passed through Wayne
County, Michigan

Finding Type - Material weakness

Repeat Finding - No

Criteria - Internal controls should be in place to ensure that program income is
separately tracked, reported, and used to offset drawdowns for each federal
program or cluster.

Condition - During the audit, we identified that approximately $17,000 in HOME
program income was incorrectly reported as CDBG program income. The error
also impacted drawdowns for both grants as HOME program income was
improperly used to offset CDBG drawdowns and should have been used to offset
HOME drawdowns.

Management subsequently posted a journal entry to move the program income
from HOME to CDBG.  In addition, the CDBG Financial Summary Report (PR-26)
included in the Consolidated Annual Performance and Evaluation Report (CAPER)
was amended to correct program income. 

Questioned Costs - None

Identification of How Questioned Costs Were Computed - Not applicable

Context - The City utilizes a portion of the HOME and CDBG grant funds to
make loans to low- to moderate-income individuals for home rehabilitation. 
During our testing, we identified one instance where program income from a
HOME loan repayment was erroneously recorded as CDBG program income.  
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City of Lincoln Park, Michigan

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Section III - Federal Program Audit Findings (Continued)

Reference
Number Finding

2017-004
(Con't) Cause and Effect - CDBG and HOME program income are recorded in separate

general ledger accounts.  However, the account numbers are similar and vary by
one digit.  A data entry error caused the misapplication of program income which
impacted program income reported as well as drawdowns for both programs.  

Recommendation - The City should put additional procedures in place to review
the application of loan payments (program income) to ensure data entry errors are
identified and corrected in a timely manner. 

Views of Responsible Officials and Planned Corrective Actions -
Management corrected the error as noted above and will put additional review
procedures in place to ensure program income is properly recorded.
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