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CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Federal
Assistance Pass-Through
Federal Grantor/Pass-Through Grantor/Program Listing Entity Identifying Total Passed Through
or Cluster Title Number Pass-Through Entity Number Expenditures to Subrecipients
U.S. Department of Agriculture
Pass Through
Summer Food Service Program for Children 10.559 Alabama Department of Education AGJ 0000 FY25 106,898 $ -
Inflation Reduction Act Urban & Community Forestry Program 10.727 Sustainable Forestry Initiative, Inc. CRGYLA8HWJY4 88,629 -
Total U.S. Department of Agriculture 195,527 -
U.S. Department of Housing and Urban Development
Direct Program
Community Development Block Grants/Entitlement Grants 14.218 B-19-MC-01-0007 178,508 -
Community Development Block Grants/Entitlement Grants 14.218 B-22-MC-01-0007 260,985 260,985
Community Development Block Grants/Entitlement Grants 14.218 B-23-MC-01-0007 235,072 235,072
Community Development Block Grants/Entitlement Grants 14.218 B-24-MC-01-0007 1,542,741 1,186,624
Total CDBG - Entitlements Grants Cluster 2,217,306 1,682,681
Emergency Solutions Grants Program 14.231 E-19-MC-01-0005 40,707 40,707
Emergency Solutions Grants Program 14.231 E-24-MC-01-0007 52,065 40,707
Total Emergency Solutions Grants Program 92,772 81,414
HOME Investment Partners Program 14.239 M-17-MC-01-0204 120,294 120,294
HOME Investment Partners Program 14.239 M-19-MC-01-0204 3,965 -
HOME Investment Partners Program 14.239 M-21-MC-01-0204 15,000 15,000
HOME Investment Partners Program 14.239 M-22-MC-01-0204 36,066 36,066
HOME Investment Partners Program 14.239 M-23-MC-01-0204 51,621 49,398
HOME Investment Partners Program 14.239 M-24-MC-01-0204 88,080 -
Total HOME Investment Partners Program 315,026 220,758
Economic Development Initiative - Community Project Funding 14.251 B-23-CP-AL-0025 1,653 -
TOTAL U.S. Department of Housing and Urban Development 2,626,757 1,984,853

See accompanying notes to the schedule of expenditures of federal awards.
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CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Federal
Assistance Pass-Through
Federal Grantor/Pass-Through Grantor/Program Listing Entity Identifying Total Passed Through
or Cluster Title Number Pass-Through Entity Number Expenditures to Subrecipients
U.S. Department of Interior
Direct Program
Historic Preservation Fund Grants-In-Aid 15.904 P20AP00027 $ 4,927 $ -
Historic Preservation Fund Grants-In-Aid 15.904 P22AP01835-00 39,280 -
Total U.S. Department of Interior 44,207 -
U.S. Department of Justice
Direct Program
Edward Byrne Memorial Justice Assistance
Grant Program 16.738 15PBJA22GG03576 48,390 -
Community-Based Violence Intervention and
Prevention Initiative 16.045 15PBJA24GG06061 3,542 -
Equitable Sharing Program 16.922 n/a 1,500 -
ATF Task Force 16.U01 25-NAS-203-AFF 3,668 -
Total Department of Justice 57,100 -
U.S. Department of Labor
Direct Program
Youthbuild 17.274 24A60YB00014001 165,202 -
Total U.S. Department of Labor 165,202 -
U.S. Department of Transportation
Direct Program
Federal Transit Formula Grants 20.507 AL-2025-008-01 3,240,031 -
Federal Transit Formula Grants 20.507 AL-2022-012-00 1,199,213 -
Federal Transit Formula Grants 20.507 AL-2024-012-00 1,286,000 -
Federal Transit Formula Grants 20.507 AL-2025-002-00 160,054 -
Bus and Bus Facilities Formula Program 20.526 AL-2023-019-00 77,092 -
Total Federal Transit Cluster 5,962,390 -
Enhanced Mobility of Seniors and Individuals
with Disabilities 20.513 AL-2023-016-00 18,924 -
Enhanced Mobility of Seniors and Individuals
with Disabilities 20.513 AL-2025-001-00 4,800 -
Total Transit Services Programs Cluster 23,724 -

See accompanying notes to the schedule of expenditures of federal awards.
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CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Federal
Assistance Pass-Through
Federal Grantor/Pass-Through Grantor/Program Listing Entity Identifying Total Passed Through
or Cluster Title Number Pass-Through Entity Number Expenditures to Subrecipients
Pass Through
Alabama Department of
Highway Planning and Construction 20.205 Transportation STPMN-5118(254)  $ 9572 $ -
Alabama Department of
Highway Planning and Construction 20.205 Transportation TAPAA-TA21(914) 2,366 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation IAR-051-000-018 265,405 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation TAPAA-TA23(921) 5,720 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation STPMN-7730(600) 497,196 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation STPMN-5116(251) 300,978 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation IAR-051-000-020 2,324,071 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation MPF/2025 UPWP 548,897 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation HSIP-5125() 10,874 -
Alabama Department of
Highway Planning and Construction 20.205 Transportation STPAA-7729(600) 9,541 -
Total Highway Planning and Construction 3,974,620 -
Total U.S. Department of Transportation 9,960,734 -
U.S. Department of Treasury
Direct Program
COVID-19 Coronavirus State and Local Fiscal
Recovery Funds 21.027 n/a 8,620,092 -
Pass Through
COVID-19 Coronavirus State and Local Fiscal
Recovery Funds 21.027 Montgomery County Commission n/a 1,744,907 703,250
Total U.S. Department of Treasury 10,364,999 703,250

See accompanying notes to the schedule of expenditures of federal awards.
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CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Federal
Assistance Pass-Through
Federal Grantor/Pass-Through Grantor/Program Listing Entity Identifying Total Passed Through
or Cluster Title Number Pass-Through Entity Number Expenditures to Subrecipients
Environmental Protection Agency
Direct Program
Brownfields Multipurpose, Assessment, Revolving Loan Fund,
and Cleanup Cooperative Agreements 66.818 03D20224 $ 60,500 $ -
Total Environmental Protection Agency 60,500 -
U.S. Department of Health and Human Services
Pass Through
Alabama Department of Public
Public Health Emergency Preparedness 93.069 Health C40117156 108,596 -
Total U.S. Department of Health and Human Services 108,596 -
Corporation for National and Community Service
AmeriCorps Seniors Foster Grandparent Program 94.011 24SFHAL001 43,010 -
Total Corporation for National and Community Service 43,010 -
Executive Office of the President
Pass Through
Alabama Department of Public
High Intensity Drug Trafficking Areas Program 95.001 Safety G24GCO0006A 21,461 -
Total Executive Office of the President 21,461 -
U.S. Department of Homeland Security
Pass Through
Alabama Department of Emergency
Emergency Management Performance Grants 97.042 Management 2024-EP-05023 72,608 -
Homeland Security Grant Program 97.067 Alabama Law Enforcement Agency =~ ALEA 2022-FIL57 57,126 -
Homeland Security Grant Program 97.067 Alabama Law Enforcement Agency 2023-FIL-18 49,879 -
Total U.S. Department of Homeland Security 179,613 -
TOTAL FEDERAL EXPENDITURES $ 23,827,706 $ 2,688,103

See accompanying notes to the schedule of expenditures of federal awards.
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CITY OF MONTGOMERY, ALABAMA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Note 1 — Basis of Accounting

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
the City of Montgomery, Alabama (the City) and is presented on the accrual basis of accounting.
Under this basis of accounting, revenues are recognized when earned and expenses are recognized
when the related liability is incurred. 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).
Therefore, some of the amounts presented in this schedule may differ from the amounts presented
in, or used in the preparation of, the financial statements.

Note 2 — Reporting Entity

The City’s reporting entity is fully described in Note 1 to the financial statements.

Note 3 — Indirect Cost Rates

The City did not elect to charge a de minimis rate for all federal awards.
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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

The Honorable Mayor and Members of the City Council
City of Montgomery, Alabama

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 discretely presented component unit, each
major fund, and the aggregate remaining fund information of the City of Montgomery, Alabama (the
City), as of and for the year ended September 30, 2025, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements and have issued our
report thereon dated March 27, 2026. Our report included a reference to other auditors who audited
the financial statements of the Montgomery City-County Public Library, the discretely presented
component unit of the City, as described in our report on the City’s financial statements. The financial
statements of the Montgomery City-County Public Library were not audited in accordance with
Government Auditing Standards, and accordingly, this report does not include reporting on internal
control over financial reporting or compliance and other matters associated with the Montgomery City-
County Public Library.

Report on 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) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City'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 and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the City’s financial statements will not be prevented, or detected and
corrected, on a timely basis. We consider the deficiencies described in the accompanying schedule
of findings and questioned costs as items 2025-001 through 2025-006 to be material weaknesses.



A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiencies described in the accompanying schedule of findings and
questioned costs as items 2025-007 through 2025-008 to be significant deficiencies.

Report on 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 financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

City of Montgomery, Alabama’s Response to Findings

Government Auditing Standards requires the auditor to performed limited procedures on the City’s
response to the findings identified in our audit and described in the accompanying schedule of
findings and questioned costs. The City’s response was not subjected to the other auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion
on the response.

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.

Wwen vt LLC

Montgomery, Alabama
March 27, 2026


Kathy Hamilton
Firm Signature
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE
UNIFORM GUIDANCE

The Honorable Mayor and Members of the City Council
City of Montgomery, Alabama

Report on Compliance for Each Major Federal Program
Qualified Opinions

We have audited the City of Montgomery, Alabama’s (the City) compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on each of the City’s major federal programs for the year ended
September 30, 2025. The City’s major federal programs are identified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs.

Qualified Opinion on Community Development Block Grants, ALN 14.218, Department of Housing
and Urban Development (CDBG); Coronavirus State and Local Fiscal Recovery Funds, ALN 21.027,
Department of the Treasury (CRF); Highway Planning and Construction, ALN 20.205, Department of
Transportation.

In our opinion, except for the noncompliance described in the Basis for Qualified and Unmodified
Opinions section of our report, the City complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on Community
Development Block Grants, ALN 14.218, Department of Housing and Urban Development (CDBG);
Coronavirus State and Local Fiscal Recovery Funds, ALN 21.027, Department of the Treasury (CRF);
Highway Planning and Construction, ALN 20.205, Department of Transportation (HPC) for the year
ended September 30, 2025.

Basis for Qualified Opinions

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our
responsibilities under those standards and the Uniform Guidance are further described in the
Auditors’ Responsibilities for the Audit of Compliance section of our report.



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

Matter(s) Giving Rise to Qualified Opinion on Community Development Block Grants, ALN 14.218,
Department of Housing and Urban Development (CDBG); Coronavirus State and Local Fiscal
Recovery Funds, ALN 21.027, Department of the Treasury (CRF); Highway Planning and
Construction, ALN 20.205, Department of Transportation (HPC).

As described in the accompanying schedule of findings and questioned costs, the City did not comply
with requirements regarding Community Development Block Grants, ALN 14.218, Department of
Housing and Urban Development (CDBG) and Coronavirus State and Local Fiscal Recovery Funds,
ALN 21.027, Department of the Treasury (CRF) as described in finding number 2025-009 for
Reporting.

As described in the accompanying schedule of findings and questioned costs, the City did not comply
with requirements regarding Coronavirus State and Local Fiscal Recovery Funds, ALN 21.027,
Department of the Treasury (CRF) and Highway Planning and Construction, ALN 20.205, Department
of Transportation (HPC) as described in finding number 2025-010 for Procurement, Suspension and
Debarment.

As described in the accompanying schedule of findings and questioned costs, the City did not comply
with requirements regarding Highway Planning and Construction, ALN 20.205, Department of
Transportation (HPC) as described in finding number 2025-011 for Allowable Costs.

Compliance with such requirements is necessary, in our opinion, for the City to comply with the
requirements applicable to these programs.

Responsibilities of Management for Compliance

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

Auditors’ Responsibilities for the Audit of Compliance

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



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

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

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

e Obtain an understanding of the City’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and report
on internal control over compliance in accordance with the Uniform Guidance, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control over
compliance. Accordingly, no such opinion is expressed.

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

Other Matters

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

Report on Internal Control over Compliance

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

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 nhoncompliance 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. We consider the deficiencies
in internal control over compliance described in the accompanying schedule of findings and
questioned costs as items 2025-009, 2025-010 and 2025-011 to be material weaknesses.
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Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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

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.

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

We have audited the financial statements of the governmental activities, the business-type activities,
the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City, as of and for the year ended September 30, 2025, and the related notes to
the financial statements, which collectively comprise the City’s basic financial statements. We issued
our report thereon dated March 27, 2026, which contained unmodified opinions on those financial
statements. Our audit was performed for the purpose of forming opinions on the financial statements
that collectively comprise the basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by the Uniform
Guidance and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. The information has been subjected
to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditures of
federal awards is fairly stated in all material respects in relation to the basic financial statements as a
whole.

Wwun vt LLC

Montgomery, Alabama
March 27, 2026
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Kathy Hamilton
Firm Signature


CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Section | - Summary of Auditors’ Results
Financial Statements
Type of auditors’ report issued — unmodified
Internal Control Over Financial Reporting

. Material weakness(es) identified? X Yes No

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

Type of auditors’ report issued on compliance for major programs:
Community Development Block Grants - qualified opinion on reporting
Coronavirus State and Local Fiscal Recovery Funds — qualified opinion on reporting and procurement,
suspension, and debarment
Highway Planning and Construction — qualified opinion on procurement, suspension and debarment

Any audit findings disclosed that are required to be

reported in accordance with Title 2 U.S. Code of

Federal Regulations, Part 200, Uniform

Administrative Requirements, Cost Principles, and

Audit Requirements for Federal Awards (Uniform

Guidance)? X Yes No

Identification of major programs

Assistance
Listing Number Name of Federal Program or Cluster
14.218 Community Development Block Grants/Entitlement Grants
20.205 Highway Planning and Construction
21.027 Coronavirus State and Local Fiscal Recovery Funds

Dollar threshold used to distinguish
between Type A and Type B programs: $1,000,000

Auditee qualified as low-risk auditee? Yes X No
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CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Section Il — Financial Statement Findings
This section identifies the significant deficiencies, material weaknesses and instances of

noncompliance related to the financial statements that are required to be reported in accordance with
Government Auditing Standards.

Finding 2025-001 — Risk Financing and Insurance (Material Weakness)

Criteria/Condition: The Risk Management department did not perform an accurate review of trial
balance amounts supporting risk financing and insurance activity, and balances were not reviewed
for consistency with expectations.

Cause/Effect: Inadequate review and reconciliation procedures resulted in inaccurate account
balances and required post-year-end adjustments. In addition, legal reserves were not adjusted to
reflect management’s estimates. These matters were subsequently corrected by the City.

Recommendation: The Risk Management department should reconcile and review trial balance
accounts after posting and ensure reviews are performed and approved by an individual independent
of the preparer.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-002 — Investments (Material Weakness)

Criteria/Condition: Investment accounts were not properly reconciled and reviewed at year end.

Cause/Effect: As a result, investment balances and related investment income were inaccurate at
year end. These matters were communicated to management and subsequently corrected.

Recommendation: Investment accounts should be reconciled regularly and reviewed and approved
by an individual independent of the preparer.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-003 — Financial Close (Material Weakness)

Criteria/Condition: Financial close procedures were not accurately and timely performed.

Cause/Effect: This resulted in several large journal entries being posted after year end. The majority
of these were related to cash, revenue, capital assets, and risk management.

Recommendation: Monthly, biannual, and year-end financial close procedures should be followed
with respect to timing and accuracy.
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CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-004 — Bank Reconciliations (Material Weakness)

Criteria/Condition: Bank reconciliations were not performed timely.

Cause/Effect: Some of the bank reconciliations were missing supporting documentation or did not
agree to the general ledger. In addition, certain receipts were not recorded timely.

Recommendation: Bank reconciliations should be performed monthly, supported by documentation,
and reviewed and approved by an individual independent of the preparer.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-005 — Revenue (Material Weakness)

Criteria/Condition: Accrued revenue related to various grants was either not requested for
reimbursement or included duplicate accruals.

Cause/Effect: Inadequate review of revenue accruals resulted in overstatements. These items were
communicated to the City and either the reimbursement requests were subsequently filed, or the
duplications were corrected.

Recommendation: The City should maintain and review support for all revenue accruals and ensure
reimbursement requests are properly submitted.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-006 — Montgomery Area Transit Inventory (Material Weakness)

Criteria/Condition: Inventory control and count procedures were not accurately and timely
performed.

Cause/Effect: This resulted in inventory misstatements. These matters were communicated to the
City and subsequently corrected.

Recommendation: Inventory counts should be performed quarterly and reconciled to the general
ledger with independent review.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.
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CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Finding 2025-007 — Construction in Progress (Significant Deficiency)

Criteria/Condition: Noncapital expenditures were coded to capitalized accounts, and Construction
in Progress (CIP) was not reconciled to the general ledger until after year end.

Cause/Effect: This resulted in misclassification of costs and completed projects not properly placed
in service. These matters were subsequently corrected.

Recommendation: Departments should review classifications prior to posting and reconcile CIP
regularly.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-008 — License and Revenue Department (Significant Deficiency)

Criteria/Condition: The License and Revenue department did not adequately address irregularities
in business license and sales tax activity and lacked sufficient analytical review.

Cause/Effect: System limitations and insufficient monitoring reduced the effectiveness of oversight.

Recommendation: The City should consider implementing an updated licensing and revenue
system with enhanced analytical capabilities.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

15



CITY OF MONTGOMERY, ALABAMA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Section lll — Federal Awards Findings and Questioned Costs

This section identifies the significant deficiencies, material weaknesses and instances of
noncompliance related to major federal programs that are required to be reported in accordance with
the Uniform Guidance.

Finding 2025-009 — Reporting (Material Weakness and Noncompliance)(Repeat Finding)

Identification of the Federal Program: Community Development Block Grants, ALN 14.218,
Department of Housing and Urban Development (CDBG) and Coronavirus State and Local Fiscal
Recovery Funds, ALN 21.027, Department of the Treasury (CRF).

Criteria: 2 CFR 200.328-330 establish the requirements of nonfederal entities for financial and
performance reporting that include timely and accurate reporting. 2 CFR 200.303 requires nonfederal
entities to establish, document and maintain effective internal control over the federal award that
provides reasonable assurance that the recipient or subrecipient is managing the federal award in
compliance with federal statutes, regulations, and the terms and conditions of the federal award.
Typical control procedures for reporting include having a supervisor review the submitted report and
ensuring the work is performed and documented in a way that confirms the accuracy and
completeness of all data and information included.

Condition: We selected five reports for the two grant programs to test for compliance and controls
over reporting requirements. No documentation of review or approval of the reports was available.
For CDBG, 2 quarterly cash reports and the FY24 Consolidated Annual Performance and Evaluation
Report (CAPER) were tested, one cash report was late.

Cause: The City did not retain documentation of a review and approval of federal reports submitted.

Effect: The City did not have appropriate controls in place over documentation of reporting
requirements.

Questioned Costs: None reported.

Recommendation: We recommend the City strengthen its policies and procedures over the grant
reporting process to ensure controls are properly implemented and working effectively.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-010 — Procurement (Material Weakness and Noncompliance)

Identification of the Federal Program: Coronavirus State and Local Fiscal Recovery Funds, ALN
21.027, Department of the Treasury (CRF); Highway Planning and Construction, ALN 20.205,
Department of Transportation (HPC).

Criteria: 2 CFR 200.317-327 establishes procurement standards for nonfederal entities. This
includes different requirements based on the amount of purchases made from the vendor during the
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

year. Specifically, the recipient or subrecipient must maintain and use documented procedures for
procurement transactions under a federal award or subaward, including for acquisition of property or
services. Per the City’s Fiscal Policy and Procedures Manual, the small purchase method has a lower
threshold of $15,000. All contracts and purchases over $15,000 must be bid. 2 CFR Part 180 requires
nonfederal entities to verify that an entity they are entering into a contract with is not suspended or
debarred or otherwise excluded.

Condition: We selected seven vendors for the two grant programs to test compliance and controls
over procurement. Of those seven, it was noted that for five vendors the City did not document the
appropriate procurement procedures took place and three were not verified as not being suspended
or debarred.

Cause: On HPC, the City contracted or accumulated costs for two vendors over the small purchase
threshold and did not provide documentation of bid procedures. Also, documentation was not
provided that the City ensured the vendor was not suspended or debarred prior to contracting with
them. On CRF, the City contracted two vendors over the small purchase threshold and did not provide
documentation of bid procedures. And finally, one vendor was disclosed as part of a cooperative
purchase agreement but documentation to support the City’s participation in that agreement was not
provided. In 4 instances, The City followed state bid law which allows exemptions of certain
professional services from requiring a bid. The federal regulations only allow specific circumstances
in which a vendor does not have to be competitively procured. These vendors did not meet that
criteria.

Effect: The City did not have appropriate documentation to support compliance with the procurement,
suspension, and debarment requirements.

Questioned Costs: HPC - $383,445 (full amount of contract); CRF - $1,538,000 (full amount of
contract)

Recommendation: We recommend the City reinforce its procurement policies for purchases with
federal funding through regular training and clear communication to all relevant staff members.
Additionally, implementing a periodic review process to ensure compliance with this policy can help
prevent future occurrences.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.

Finding 2025-011 — Allowable Costs (Material Weakness and Noncompliance)

Identification of the Federal Program: Highway Planning and Construction, ALN 20.205,
Department of Transportation (HPC).

Criteria: 2 CFR Part 200 Subpart E establishes cost principles to apply in determining costs under
federal awards. Nonfederal entities are also required to establish controls over the disbursement
process to ensure compliance with allowable cost requirements. The accounting practices of the
recipient and subrecipient must be consistent with these cost principles and support the accumulation
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of costs as required by these cost principles, including maintaining adequate documentation to
support costs charged to the Federal award.

Condition: We selected one month’s payroll which included the same five employees reimbursed
each month by the state agency. For those five, the time charged to the grant did not agree to the
hours that should have been charged based on the recalculation performed from the timesheets. In
addition, one employee was paid at an old rate for the first two paychecks of the month after city
employees received a 5% COLA effective 10/1/24. And lastly, one employee was not paid 1.5 hours
of overtime according to the timesheet and paycheck detail. Also for those five, documentation and/or
support for the leave calculation could not be provided.

Cause: The City uses a spreadsheet provided by the state agency to calculate the number of hours
worked plus a portion of leave to be reimbursed. The hours entered into the spreadsheet did not
agree to the hours documented on the timesheets. In addition, the rationale for the amount of leave
calculated could not be provided. Lastly, a pay rate was not updated and overtime was not paid during
the normal payroll process and controls in place did not detect or prevent the mistake.

Effect: The City did not retain proper documentation to support the amounts reimbursed by the grant.
Payroll review and approval process did not detect two mistakes noted in the month tested.

Questioned Costs: $415.

Recommendation: We recommend the City strengthen the fiscal policies and procedures to ensure
all pay is properly documented and reviewed for accuracy.

Views of Responsible Officials: The City agrees with the finding. See Management’s View and
Corrective Action Plan included at the end of the report.
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City of Montgomery, Alabama
Summary Schedule of Prior Audit Findings

Finding 2024-001 — Procurement (Material Weakness)

Criteria/Condition: Procurement was examined through testing of individual purchase orders
subject to the state bid law and their related support. The examined files were in disarray, not readily
available and were missing various documentation evidencing procurement policies were not being
followed.

Cause/Effect: The missing items included e-file verification, support of public invitation to bid and
support of the public bid opening. In the case of one purchase order, there was no bid information
available.

Status: Corrective action taken

Finding 2024-002 — Bank Reconciliations (Material Weakness)

Criteria/Condition: Bank reconciliations were not performed timely.

Cause/Effect: Several of the bank reconciliations examined were not completed until February
2025. Some of these were missing supporting documentation and did not agree to the general
ledger.

Status: Repeat finding 2025-004

Finding 2024-003 — Construction in Progress (Material Weakness)

Criteria/Condition: Construction in Progress (CIP) was not reconciled to the general ledger until
after year-end.

Cause/Effect: As a result, there were various items missing from the CIP schedule, various costs
were posted to projects that had been previously capitalized, and there were completed projects that
were not placed in service. In addition, capital outlay was not properly reconciled to ensure that all
current year additions were recorded. These items were communicated to the City and were
subsequently corrected.

Status: Repeat finding 2025-007

Finding 2024-004 — Financial Close (Material Weakness)

Criteria/Condition: Financial close procedures were not accurately and timely performed.

Cause/Effect: This resulted in several large journal entries being posted after year-end. The majority
of these were related to cash, revenue, capital assets and risk management.

Status: Repeat finding 2025-003
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Finding 2024-005 — Accounts Receivable (Significant Deficiency)

Criteria/Condition: Fourth quarter excise tax totaling $397,797, was duplicated on the general
ledger.

Cause/Effect: This resulted in an overstatement of accounts receivable and revenue. This was
communicated to and subsequently corrected by the City.

Status: Repeat finding 2025-005

Finding 2024-006 — Payroll (Significant Deficiency)

Criteria/Condition: Control testing was performed on 25 payroll disbursements. Various
discrepancies were noted between timesheets and the payroll disbursement reports.

Cause/Effect: These discrepancies included five timesheets that incorrectly documented overtime
hours, and two timesheets not signed by a supervisor prior to the pay date.

Status: Corrective action taken

Finding 2024-007 — Terminated Employee Access (Significant Deficiency)

Criteria/Condition: The City terminated an employee with access to a variety of sensitive City
databases in July of 2024. This employee’s access to the computer system was not terminated as
of January of 2025.

Cause/Effect: This was communicated to and subsequently corrected by the City.

Status: Corrective action taken

Finding 2024-008 — Reporting (Material Weakness)

Identification of the Federal Program: Community Program to Improve Minority Health, ALN
93.137, Department of Health and Human Services (Minority Health); Community Development
Block Grants, ALN 14.218, Department of Housing and Urban Development (CDBG); Coronavirus
State and Local Fiscal Recovery Funds, ALN 21.027, Department of the Treasury (CRF).

Criteria: 2 CFR 200.328-330 establish the requirements of nonfederal entities for financial and
performance reporting. 2 CFR 200.303 requires nonfederal entities to establish, document and
maintain effective internal control over the federal award that provides reasonable assurance that
the recipient or subrecipient is managing the federal award in compliance with federal statutes,
regulations, and the terms and conditions of the federal award. Typical control procedures related to
reporting are to verify the filed report is supported by supporting documentation and inspecting filed
report and supporting documentation, noting supervisory review of reports performed to assure
accuracy and completeness of data and information included in the report.

Condition: We selected nine reports for the three grant programs tested to test for controls over
reporting requirements. No documentation of review or approval of the reports was available.
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City of Montgomery, Alabama
Status: Repeat finding 2025-009

Finding 2024-009 — Reporting (Noncompliance)

Identification of the Federal Program: Community Program to Improve Minority Health, ALN
93.137, Department of Health and Human Services (Minority Health); Community Development
Block Grants, ALN 14.218, Department of Housing and Urban Development (CDBG); Coronavirus
State and Local Fiscal Recovery Funds, ALN 21.027, Department of the Treasury (CRF).

Criteria: 2 CFR 200.328-330 establish the requirements of nonfederal entities for financial and
performance reporting that include timely and accurate reporting. Reporting requirements are unique
to each awarding agency and criteria is based on the guidelines and regulations set forth by the
funding agency. Each program required quarterly reports to be submitted.

Condition: We selected nine reports for the three grant programs tested to test timely and accurate
reporting requirements. The following exceptions were noted:

e Minority Health: Two Federal Financial Report (FFR) and two Federal Performance Report
(FPR) reports tested; the two FFR reports were not submitted by the due date and one FFR
report did not agree or reconcile to the accounting records

o CDBG: Two quarterly cash reports and the FY23 Consolidated Annual Performance and
Evaluation Report (CAPER) tested; the two cash on hand reports did not have supporting
documentation for the amounts reported or documentation that amounts were reconciled to
the City's accounting system. One cash report was also filed late.

o CRF: Two project and expenditure reports tested; one was not submitted and the other was
submitted late. Expenditure information for one subrecipient was underreported by
$186,364.

Status: Repeat finding 2025-009

Finding 2024-010 — Procurement (Material Weakness and Noncompliance)

Identification of the Federal Program: Community Program to Improve Minority Health, ALN
93.137, Department of Health and Human Services (Minority Health); Coronavirus State and Local
Fiscal Recovery Funds, ALN 21.027, Department of the Treasury (CRF).

Criteria: 2 CFR 200.317-327 establishes procurement standards for nonfederal entities. This
includes different requirements based on the amount of purchases made from the vendor during the
year. Specifically, the recipient or subrecipient must maintain and use documented procedures for
procurement transactions under a federal award or subaward, including for acquisition of property or
services. Per the City’s Fiscal Policy and Procedures Manual, the simplified acquisition method has
a lower threshold of $15,000. All contracts and purchases over $15,000 must be bid.

Condition: We selected eight vendors for procurement testing. Of those eight, it was noted that for
five vendors the City did not document the appropriate procurement procedures took place.

Status: Repeat finding 2025-010
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City of Montgomery, Alabama

Finding 2024-011 — Allowable Costs (Material Weakness and Noncompliance)

Identification of the Federal Program: Community Program to Improve Minority Health, ALN
93.137, Department of Health and Human Services (Minority Health); HOME Investment
Partnerships Program, ALN 14.239, Department of Housing and Urban Development (HOME).

Criteria: 2 CFR Part 200 Subpart E establishes cost principles to apply in determining costs under
federal awards. Nonfederal entities are also required to establish controls over the disbursement
process to ensure compliance with allowable cost requirements. According to the City's approved
fiscal policies and procedures, all purchase orders, blanket purchase agreements and special
purchase authorizations require review and approval by the Finance Director or Deputy Finance
Director.

Condition: Minority Health - we selected a sample of 40 disbursements charged to the grant. Of the
40, 21 were not properly approved in accordance with the City’s fiscal policies and procedures.
HOME - we selected a sample of seven non-payroll disbursements charged to the grant. Of those
seven, two were not properly approved in accordance with the City’s fiscal policies and procedures.
Status: Corrective action taken

Finding 2024-012 — Subrecipient Monitoring (Significant Deficiency and Noncompliance)

Identification of the Federal Program: Community Program to Improve Minority Health, ALN
93.137, Department of Health and Human Services (Minority Health); Community Development
Block Grants, ALN 14.218, Department of Housing and Urban Development (CDBG).

Criteria: 2 CFR 200.332 establishes subrecipient monitoring requirements of all pass through
entities. These requirements include that every subaward is clearly identified to the subrecipient as
a subaward and includes the following information: assistance listings title and number, the dollar
amount made available under each federal award, and the assistance listings number at the time of
disbursement, etc.

These requirements also include evaluating each subrecipient's fraud risk and risk of noncompliance
with a subaward to determine the appropriate subrecipient monitoring. Evaluations of a
subrecipient's risk should consider the following:

(1) The subrecipient's prior experience with the same or similar subawards;
(2) The results of previous audits;

(3) Whether the subrecipient has new personnel or new or substantially
changed systems; and

(4) The extent and results of any federal agency monitoring.

In addition, subrecipient activities must be monitored to ensure compliance with federal statutes,
regulations, and terms and conditions of the subaward. Monitoring must include the review of
financial and performance reports, ensure that corrective action is taken by the subrecipient on any
significant developments impacting the subaward, and resolving findings specifically related to the
subaward.
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City of Montgomery, Alabama

The City has a grants manual in place that includes requirements of subrecipient and contract
oversight. The policy includes processes to perform pre-award evaluations, post-award monitoring
and closeout reporting to ensure compliance.

Condition: Minority Health — two subawards were tested for monitoring requirements. One of the
subaward agreements did not include a required piece of information in the award document. CDBG
- two subawards were tested for monitoring requirements. Pre-risk assessment procedures were not
documented as performed prior to the subaward date on either subrecipient. In addition, one
subrecipient had deficiencies noted in their annual audit. The City did not perform required monitoring
duties to ensure the subrecipient took timely and appropriate action on the deficiencies reported.

Status: Corrective action taken

Finding 2024-013 — Equipment Management (Noncompliance)

Identification of the Federal Program: All programs

Criteria: 2 CFR 200.313 requires a physical inventory of property must be taken and the results
reconciled with the property records at least once every two years.

Condition/Cause/Effect: The City has not performed a physical inventory since September 2022.
Status: Corrective action taken

Finding 2024-014 — Cash Management (Significant Deficiency and Noncompliance)

Identification of the Federal Program: Community Program to Improve Minority Health, ALN
93.137, Department of Health and Human Services (Minority Health).

Criteria: 2 CFR 200.305 establishes methods of receiving payment from federal agencies. 2 CFR
200.303 established that recipients must establish, document and maintain effective internal control
over the federal award that provides reasonable assurance that the recipient or subrecipient is
managing the federal award in compliance with federal statutes, regulations, and the terms and
conditions of the federal award. These internal controls should align with the guidance in “Standards
for Internal Control in the Federal Government” issued by the Comptroller General of the United
States or the “Internal Control-Integrated Framework” issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). According to the City's approved fiscal policies
and procedures, drawdown reports/reimbursement requests must be approved by the grants
department and accounting manager or CFO.

Condition: The City drew the remaining balance on the Minority Health award during the year.
Documentation of review and approval for the draw was not available.

Status: Corrective action taken
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Corrective Action Plan

Finding 2025-001- Risk Financing and Insurance (Material Weakness)

Management concurs. The Risk Management department will review Internal Service Fund accounts after posting for
accuracy and consistency. They will also reconcile those accounts on a quarterly basis. Finance will review and approve
the reconciliations after they are prepared. This will be implemented by September 2026.

Finding 2025-002 — Investments (Material Weakness)

Management concurs. The City will reconcile all bank accounts, including investments, in a more timely manner. Review
and approval of reconciliations will be completed by City personnel apart from the preparer. Investment balances will be
adjusted to fair market value on a quarterly basis, and the corresponding investment activity will be recorded in the
appropriate accounts. This will be implemented by September 2026.

Finding 2025-003 — Financial Close (Material Weakness)

Management concurs. To ensure the timely and accurate updating of all accounts, Management will make sure monthly,
biannual, and fiscal year-end financial close procedures are adhered to by the deadlines. This will be implemented by
September 2026.

Finding 2025-004 — Bank Reconciliations (Material Weakness)

Management concurs. The City will reconcile all bank accounts on a monthly basis. Review and approval of
reconciliations will be completed by City personnel apart from the preparer and will be supported by appropriate
documentation. Additionally, cash activity will be recorded daily. This will be implemented by September 2026.

Finding 2025-005 - Revenue (Material Weakness)

Management concurs. The City will maintain support for all revenue accruals, including reimbursement request forms
and screenshots of the acceptance of the reimbursement requests, and upload to Munis as support for the accruals. Once
posted, this support will be reviewed for accuracy and completeness and approved by someone within the department
other than the preparer. This will be implemented by September 2026.

Finding 2025-006 — Montgomery Area Transit - Inventory (Material Weakness)

Management Concurs. Inventory removal and addition procedures will be communicated to all staff members. Inventory
counts will be performed quarterly, reconciled to the inventory system reports, and reviewed and approved by someone
other than the preparer. This will be implemented by September 2026.

Finding 2025-007 — Construction in Progress (Significant Deficiency)

Management concurs. City departments will work with the Fixed Assets manager in a timely, complete manner to ensure
proper classification and adequate supporting documentation of CIP expenditures. The City will reconcile CIP and capital
outlay in a timelier manner. Review and approval of reconciliations will be completed by City personnel apart from the
preparer. This will be implemented by September 2026.

Finding 2025-008 — License and Revenue Division (Significant Deficiency)

Management concurs. The License and Revenue division is currently exploring licenses and revenue system software
options. The division will keep these recommendations in mind while searching for a new system. This will be
implemented by September 2026.
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Finding 2025-009 — Reporting (Material Weakness and Noncompliance)(Repeat Finding)

Management concurs. The City will strengthen its policies and procedures over the grant reporting process to ensure that
the review and approval of federal reports is documented. This will be implemented by September 2026.

Finding 2025-010 — Procurement (Material Weakness and Noncompliance)

Management concurs. The City will strengthen its procurement policies for purchases with federal funding through regular
training and clear communication to all relevant staff members. This will be implemented by September 2026.

Finding 2025-011 — Allowable Costs (Material Weakness and Noncompliance)

Management concurs. The City will strengthen its fiscal policies and procedures to ensure that all payroll claims against
federal funding are properly documented and reviewed for accuracy. This will be implemented by September 2026.

Contact:
Betty Beville
Chief Financial Officer

334-625-2428
bbeville@montgomeryal.gov





