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INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS 
AND SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 
 
TO:  THE OFFICIALS OF THE TOWN OF HIGHLAND, LAKE COUNTY, INDIANA 
 
 
 We have audited the accompanying financial statements of the Town of Highland (Town), as of 
and for the year ended December 31, 2010, as presented in its Comprehensive Annual Financial Report 
(CAFR), and have expressed our unqualified opinion thereon dated September 22, 2011.  The CAFR is a 
separate report containing our Independent Auditor's Report and is on file at the Town Clerk-Treasurer's 
Office.  It is available upon request. 
 
 Our audit was conducted for the purpose of opinions on the financial statements that collectively 
comprise the Town's basic financial statements.  This supplemental report is intended to present our Sup-
plemental Audit of Federal Awards which includes our Report over Internal Control Over Financial Report-
ing and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in 
Accordance with Government Auditing Standards and the Independent Auditor's Report on Compliance 
with Requirements Applicable to Each Major Program and Internal Control Over Compliance in Accor-
dance with OMB Circular A-133.  Also included, are the Schedule of Expenditures of Federal Awards and 
related notes, as well as the Schedule of Findings and Questioned Costs. 
 
 The above schedules have been subjected to the auditing procedures applied in the audit of the 
general-purpose financial statements and, in our opinion, are fairly stated in all material respects in rela-
tion to the general-purpose financial statements taken as a whole. 
 

STATE BOARD OF ACCOUNTS 
 
September 22, 2011 
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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 
 
 
TO:  THE OFFICIALS OF THE TOWN OF HIGHLAND, LAKE COUNTY, INDIANA 
 
 We have audited the basic financial statements of the Town of Highland (Town), as of and for the 
year ended December 31, 2010, as presented in its Comprehensive Annual Financial Report (CAFR), 
and have expressed our unqualified opinion thereon dated September 22, 2011.  We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  Other auditors audited the financial statements of the Parks 
and Recreation Building Corporation and the Lincoln Community Center Building Corporation, blended 
component units, as described in our report on the Town's financial statements.  This report does not 
include the results of the other auditor's testing of internal control over financial reporting or compliance 
and other matters that are reported on separately by those auditors. 
 
Internal Control Over Financial Reporting 
 
 In planning and performing our audit, we considered the Town's internal control over financial 
reporting as a basis for designing our auditing procedures 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 
Town's internal control over financial reporting.  Accordingly, we do not express an opinion on the effec-
tiveness of the Town's internal control over financial reporting. 
 
 Our consideration of the internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and was not designed to identify all deficiencies in internal control 
over financial reporting that might be significant deficiencies or material weaknesses and therefore, there 
can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been 
identified.  However, as discussed below, we identified certain deficiencies in internal control over finan-
cial reporting that we considered to be 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 misstatements on a timely basis.  A material weakness is a deficiency, or combination of defi-
ciencies, 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 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 item 2010-1 of the accompanying Schedule of 
Findings and Questioned Costs to be significant deficiencies. 
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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 
(Continued) 

 
 
Compliance 
 
 As part of obtaining reasonable assurance about whether the Town's financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regu-
lations, 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. 
 
 The Town's response to the findings identified in our audit is described in the accompanying sec-
tion of the report entitled Corrective Action Plan.  We did not audit the Town's response and, accordingly, 
we express no opinion on it. 
 
 This report is intended solely for the information and use of the Town's management, the Town 
Council, others within the entity, and federal awarding agencies and pass-through entities and is not 
intended to be and should not be used by anyone other than these specified parties.  In accordance with 
Indiana Code 5-11-5-1, this report is a part of the public records of the State Board of Accounts and of the 
office examined. 
 

STATE BOARD OF ACCOUNTS 
 
September 22, 2011 
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REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 

TO:  THE OFFICIALS OF THE TOWN OF HIGHLAND, LAKE COUNTY, INDIANA 
 
 
Compliance 
 
 We have audited the compliance of the Town of Highland (Town) with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to its major federal program for the year ended December 31, 2010.  The 
Town's major federal program is identified in the Summary of Auditor's Results section of the accom-
panying Schedule of Findings and Questioned Costs.  Compliance with the requirements of laws, regula-
tions, contracts and grants applicable to its major federal program is the responsibility of the Town's man-
agement.  Our responsibility is to express an opinion on the Town's compliance based on our audit. 
 
 We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, 
Audits of States, Local Governments, and 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 Town'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.  Our audit does not provide a legal determination of the Town's compliance with those 
requirements. 
 
 In our opinion, the Town complied in all material respects with the requirements referred to above 
that are applicable to its major federal program for the year ended December 31, 2010. 
 
Internal Control Over Compliance 
 
 The management of the Town is responsible for establishing and maintaining effective internal 
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal 
programs.  In planning and performing our audit, we considered the Town's internal control over compli-
ance with requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for 
the purpose of expressing an opinion on the effectiveness of internal control over compliance.  Accord-
ingly, we do not express an opinion on the effectiveness of the Town's internal control over compliance. 
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REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
(Continued) 

 
 
 A control deficiency in a Town's internal control over compliance 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 noncompliance with a type of compliance requirement of a 
federal program on a timely basis.  A significant deficiency is a control deficiency, or combination of con-
trol deficiencies, that adversely affects the entity's ability to administer a federal program such that there 
is more than a remote likelihood that noncompliance with a type of compliance requirement of a federal 
program that is more than inconsequential will not be prevented or detected by the entity's internal 
control.   
 
 A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that material noncompliance with a type of compliance require-
ment of a federal program will not be prevented or detected by the entity's internal control.   
 
 Our consideration of the internal control over compliance was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in internal control that 
might be significant deficiencies or material weaknesses.  We did not identify any deficiencies in internal 
control over compliance that we consider to be significant deficiencies or material weaknesses, as 
defined above. 
 
Schedule of Expenditures of Federal Awards 
 

We have audited the accompanying basic financial statements of the Town of Highland (Town), 
as of and for the year ended December 31, 2010, as presented in its Comprehensive Annual Financial 
Report (CAFR), and have expressed our unqualified opinion thereon dated September 22, 2011.  Our 
audit was performed for the purpose of forming our opinions on the financial statements that collectively 
comprise the City's basic financial statements.  The accompanying schedule of expenditures of federal 
awards is presented for the purposes of additional analysis as required by OMB Circular A-133 and is not 
a required part of the basic financial statements.  Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all 
material respects, in relation to the basic financial statements taken as a whole. 
 
 This report is intended solely for the information and use of the Town's management, the Town 
Council, and federal awarding agencies and pass-through entities and is not intended to be and should 
not be used by anyone other than these specified parties.  In accordance with Indiana Code 5-11-5-1, this 
report is a part of the public records of the State Board of Accounts and of the office examined. 
 

STATE BOARD OF ACCOUNTS 
 
September 22, 2011 



TOWN OF HIGHLAND
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Year Ended December 31, 2010

Pass-Through
Federal Entity (or Other) Total

Federal Grantor Agency/Pass-Through Entity CFDA Identifying Federal Awards
Number Number Expended

U.S. DEPARTMENT OF JUSTICE
Direct Grant

Bulletproof Vest Partnership 16.607 904$                  

Direct Grant
Public Safety Partnership and Community Policing Grants (COPS) 16.710

COPS Technology Program 
Opticom Project 2010CKWX0499 1,325                 

COPS Child Sexual Predator Program (CSPP) 2009CSWX0009 129,907             

Total for program 131,232             

Pass-Through Indiana Criminal Justice Institute
Community Prosecution and Project Safe Neighborhoods 16.609

Project Safe Neighborhoods 07-AGN-004 10,800               
07-GPN-003 37,255               
07-AGN-006 37,965               
07-AGN-007 19,740               

Total for program 105,760             

Pass-Through Indiana Criminal Justice Institute
Edward Byrne Memorial Justice Assistance Grant 16.738 2008-DJ-BX-0018 5,800                 

Total for federal grantor agency 243,696             

U.S. DEPARTMENT OF TRANSPORTATION
Pass-Through Indiana Department of Transportation

Highway Planning and Construction Cluster
Highway Planning and Construction 20.205

Kennedy Avenue Reconstruction STP-N783(4) 124,541             
Cline Avenue Reconstruction DES No. 0400711 145,352             

Total for program 269,893             

ARRA - Highway Planning and Construction 20.205
45th Avenue Resurfacing DES No. 0900661 31,541               

Recreational Trails Program 20.219 DES No. 0900060
Little Calumet River Bike Trail 1,010                 

Total for federal grantor agency 302,444             

Total federal awards expended 546,140$           

The accompanying note is an integral part of the Schedule of Expenditures of Federal Awards.

Cluster Title/Program Title/Project Title
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TOWN OF HIGHLAND 
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 
 
Basis of Presentation 
 
The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the 
Town of Highland (Town) and is presented in accordance with the requirements of OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations.  Accordingly, the amount of federal 
awards expended is based on when the activity related to the award occurs.  Therefore, some amounts 
presented in this schedule may differ from amounts presented in, or used in the preparation of, the basic 
financial statements. 
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TOWN OF HIGHLAND 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

 
 
 

Section I – Summary of Auditor's Results 
 

Financial Statements: 
 

Type of auditor's report issued:  Unqualified 
 

Internal control over financial reporting: 
Material weaknesses identified?  no 
Significant deficiencies identified that are not considered to be 
material weaknesses?  yes 

 
Noncompliance material to financial statements noted?  no 

 
Federal Awards: 
 

Internal control over major programs: 
Material weaknesses identified?  no 
Significant deficiencies identified that are not considered to be 
material weaknesses?  none reported 
 

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

Identification of Major Program: 
 

Name of Federal Program or Cluster 
 
Highway Planning and Construction Cluster 

 
Dollar threshold used to distinguish between Type A and Type B programs: $300,000 
 
Auditee qualified as low-risk auditee?  no 
 
 

Section II – Financial Statement Findings 
 
FINDING 2010-1 - INTERNAL CONTROLS OVER FINANCIAL REPORTING 
 

The Town does not have adequate internal controls in place for the review and verification of 
information presented for audit which is prepared by third parties.  Consultants are engaged to prepare a 
report of Capital Assets including the related Depreciation and Construction in Progress (Capital Asset 
report) and to prepare the Comprehensive Annual Financial Report (CAFR) for submission to the Govern-
ment Finance Officers Association (GFOA) for consideration of receiving a certificate for excellence in 
reporting.  These reports contained many significant errors in both presentation and the accuracy of the 
reported amounts which were not detected by management prior to presentation to the State Board of 
Accounts for audit. 
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TOWN OF HIGHLAND 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Continued) 
 

 

The Capital Asset reports provided by the consultant were not prepared in a format that facilitates 
the timely and accurate preparation of the required disclosures in the notes to the financial statements 
presented in the CAFR.  Information provided in these reports had to be significantly corrected, 
rearranged and combined into the proper format for the note disclosures.  The CAFR prepared by other 
consultants contained many errors including amounts reported which were not traceable to the cor-
responding amounts in the basic fund financial statements, amounts reported in the notes to the financial 
statements which were not consistent with the amounts reported on the face of the financial statements 
and several amounts which were not reported at all or not reported in the correct amounts.  These errors 
required many material audit adjustments. 

 
The errors and/or omissions to the financial statements presented for audit were not due to the 

lack of overall internal controls in place in the Town's daily operations.  Historically, the Town's manage-
ment has strived to provide the citizens of the Town with a more rigorous standard of financial reporting, 
the CAFR.  However, because of the extent to which third party reports are to be relied upon by manage-
ment to report financial transactions of the Town, implementation of an improved method of management 
oversight and review should be explored by the Town's management.  
 

Governmental units should have internal controls in effect which provide reasonable assurance 
regarding the reliability of financial information and records, effectiveness and efficiency of operations, 
proper execution of management's objectives, and compliance with laws and regulations.  Among other 
things, segregation of duties, safeguarding controls over cash and all other assets and all forms of infor-
mation processing are necessary for proper internal control.  

 
Controls over the receipting, disbursing, recording, and accounting for the financial activities are 

necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements 
and incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for Cities and 
Towns, Chapter 7) 

 
 

Section III – Federal Award Findings and Questioned Costs 
 
 No matters are reportable. 
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TOWN OF HIGHLAND 
SCHEDULE OF PRIOR AUDIT FINDINGS 

 
 

 No matters are reportable. 
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TOWN OF HIGHLAND 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on September 22, 2011, with Michael W. Griffin, 
Clerk-Treasurer; Kathleen Dowling, Deputy Clerk-Treasurer; and Brian J. Novak, President of the Town 
Council. 
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