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INDEPENDENT AUDITOR'S 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 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, con-
tracts, and grant agreements, noncompliance with which could have a direct and material effect on the de-
termination of financial statement amounts.  However, providing an opinion on compliance with those pro-
visions was not an objective of our audit and, accordingly, we do not express such an opinion.  The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of This Report 
 
 The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the entity's 
internal control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity's internal control and compliance.  Accordingly, this 
communication is not suitable for any other purpose. 
 
 

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
June 10, 2014 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR 
FEDERAL PROGRAM; ON INTERNAL CONTROL OVER COMPLIANCE; 

AND ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
REQUIRED BY OMB CIRCULAR A-133 

(Continued) 
 
 
Other Matters 
 
 The results of our auditing procedures disclosed other instances of noncompliance, which are 
required to be reported in accordance with OMB Circular A-133 and which are described in the accompanying 
Schedule of Findings and Questioned Costs as item 2013-001.  Our opinion on each major federal program is 
not modified with respect to these matters. 
 
 The City's response to the noncompliance findings identified in our audit is described in the accom-
panying Corrective Action Plan.  The City's response was not subjected to the auditing procedures applied in 
the audit of compliance and, accordingly, we express no opinion on the response. 
 
Report on Internal Control Over Compliance 
 
 Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with types of compliance requirements referred to above.  In planning and performing our audit of 
compliance, we considered the City's internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the auditing procedures 
that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each 
major federal program and to test and report on internal control over compliance in accordance with OMB 
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance.  Accordingly, we do not express an opinion on the effectiveness of the City's internal control over 
compliance. 
 
 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 material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified.  However, as discussed below, we identified certain deficien-
cies 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 com-
bination 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.  We consider the deficiencies in internal control over compliance 
described in the accompanying Schedule of Findings and Questioned Costs as item 2013-001 to be material 
weaknesses. 
 
 The City's response to the internal control over compliance findings identified in our audit is described 
in the accompanying Corrective Action Plan.  The City's response was not subjected to the auditing pro-
cedures 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 OMB 
Circular A-133.  Accordingly, this report is not suitable for any other purpose.  In accordance with Indiana 
Code 5-11-5-1, this report is a part of the public records of the Indiana State Board of Accounts and of the 
office examined. 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR 
FEDERAL PROGRAM; ON INTERNAL CONTROL OVER COMPLIANCE; 

AND ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
REQUIRED BY OMB CIRCULAR A-133 

(Continued) 
 
 
Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133 
 
 We have audited the financial statements of 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 December 31, 2013, and the related notes to the financial statements, which 
collectively comprise the City's basic financial statements.  We issued our report thereon dated June 10, 
2014, which contained unmodified opinions on those financial statements.  Our audit was conducted for the 
purpose of forming opinions on the financial statements that collectively comprise the basic financial 
statements.  The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of 
additional analysis as required by OMB Circular A-133 and is not a required part of the basic financial 
statements.  Such information is the responsibility of management and was derived from and relates directly 
to the underlying accounting and other records used to prepare the 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. 
 
 

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
June 10, 2014 



CITY OF MISHAWAKA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended December 31, 2013

Pass-Through
Federal Entity (or Other) Total

Federal Grantor Agency CFDA Identifying Federal Awards
Cluster Title/Program Title/Project Title Pass-Through Entity or Direct Grant Number Number Expended

Department of Housing and Urban Development
CDBG - Entitlement Grants Cluster

Community Development Block Grants/Entitlement Grants Direct Grant
14.218 B10MC180017 109,673$          
14.218 B11MC180017 56,662             
14.218 B12MC180017 222,050           
14.218 B13MC180017 141,020           

Total - CDBG - Entitlement Grants Cluster 529,405           

CDBG - State-Administered CDBG Cluster
Community Development Block Grants/State's Program 

and Non Entitlement Grants in Hawaii Indiana Housing and Community Development Authority
               Neighborhood Stabilization 14.228 NSP3 303,808           

Total - CDBG - State-Administered CDBG Cluster 303,808           

HOME Investment Partnerships Program St. Joseph County Housing Consortium
14.239 HO11840 127,960           

12-JH40 134,731           

Total - HOME Investment Partnerships Program 262,691           

Total - Department of Housing and Urban Development 1,095,904        

Department of Justice
JAG Program Cluster

          Edward Byrne Memorial Justice Assistance Grant Program Direct Grant
               Police Equipment 16.738 2012DJBX1195 18,568             

Total - JAG Program Cluster 18,568             

Bulletproof Vest Partnership Program Direct Grant
Vest 16.607 8,344               

Public Safety Partnership and Community Policing Grants Direct Grant
Manpower 16.710 2010UMWX0116 129,905           

Equitable Sharing Program Direct Grant
Confiscated Funds 16.922 999 956                  

Total - Department of Justice 157,773           

Department of Transportation
Highway Safety Cluster

State and Community Highway Safety Indiana Criminal Justice Institute
20.600 1165 19,063             
20.600 1597 114,769           
20.600 2303 36,744             
20.600 K4-2013-09-03-14 5,000               

          Total - State and Community Highway Safety 175,576           

          Alcohol Impaired Driving Countermeasures Incentive Grants I
Indiana Criminal Justice Institute 20.601 1287 61,022             
St. Joseph County Prosecutor 20.601 1581 35,038             
Indiana Criminal Justice Institute 20.601 2483 8,949               

          Total - Alcohol Impaired Driving Countermeasures Incentive Grants I 105,009           

Total - Highway Safety Cluster 280,585           

Total - Department of Transportation 280,585           

Total federal awards expended 1,534,262$       

The accompanying notes are an integral part of the Schedule of Expenditures of Federal Awards.

baanderson
Text Box
-9-



-10- 

CITY OF MISHAWAKA 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 
 
Note 1. Basis of Presentation 
 

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity 
of the City and is presented in conformity with accounting principles generally accepted in the United 
States of America which is the basis of accounting used in the presentation of the financial state-
ments.  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. 
 
 

Note 2. Subrecipients 
 

Of the federal expenditures presented in the schedule, the City provided federal awards to 
subrecipients as follows for the year ended December 31, 2013: 

 
  Federal  
  CFDA  

Program Title  Number 2013 
    

Community Development Block Grants/   
     Entitlement Grants  14.218  $             7,000
State and Community Highway Safety  20.600  126,047
Alcohol Impaired Driving countermeasures    
     Incentive Grants I  20.601  46,974
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CITY OF MISHAWAKA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

 
 
 

Section I - Summary of Auditor's Results 
 

Financial Statements: 
 

Type of auditor's report issued:    Unmodified 
 

Internal control over financial reporting: 
Material weaknesses identified?  no 
Significant deficiencies identified?  none reported 

 
Noncompliance material to financial statements noted?  no 

 
Federal Awards: 
 

Internal control over major programs: 
Material weaknesses identified?  yes 
Significant deficiencies identified?  no 
 

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 510(a) of OMB Circular A-133?  yes 
 

Identification of Major Programs: 
 

  
Name of Federal Program or Cluster 

  
 CDBG - Entitlement Grants Cluster 
 CDBG - State-Administered CDBG 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 
 
 No matters are reportable. 
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CITY OF MISHAWAKA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(Continued) 
 
 
Section III - Federal Award Findings and Questioned Costs 
 
FINDING 2013-001 - REPORTING FOR COMMUNITY DEVELOPMENT 
BLOCK GRANTS/ENTITLEMENT GRANTS 
 
Federal Agency:  Department of Housing and Urban Development 
Federal Program:  Community Development Block Grants/Entitlement Grants 
CFDA Number:  14.218 
Federal Award Numbers:  B10MC180017, B11MC180017, B12MC180017, B13MC180017 
 

Internal Controls 
 
Management of the City has not established an effective internal control system, which would include 

segregation of duties, related to the grant agreement and the Reporting compliance requirements that have a 
direct and material effect on the program.  The failure to establish an effective internal control system places 
the City at risk of noncompliance with the grant agreement and the Reporting requirements.  A lack of seg-
regation of duties within an internal control system could also allow noncompliance with compliance require-
ments and allow the misuse and mismanagement of federal funds and assets by not having proper oversight, 
reviews, and approvals over the activities of the program. 

 
There was no indication that anyone was responsible for preparing and submitting the required 

quarterly reports.  An oversight or review process has not been established to ensure that required reports 
were submitted. 

 
An internal control system, including segregation of duties, should be designed and operate effec-

tively to provide reasonable assurance that material noncompliance with the grant agreement, or a type of 
compliance requirement of a federal program will be prevented, detected and corrected, on a timely basis.  In 
order to have an effective internal control system, it is important to have proper segregation of duties.  This is 
accomplished by making sure proper oversight, reviews, and approvals take place and to have a separation 
of functions over certain activities related to the program.  The fundamental premise of segregation of duties 
is that an individual or small group of individuals should not be in a position to initiate, approve, undertake, 
and review the same activity. 
 

OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 

 
Compliance 

 
The U.S. Department of Housing and Urban Development (HUD) requires recipients of the 

Community Development Block Grants/Entitlement Grants (CDBG) to file several financial reports, including 
the SF-425 Federal Financial Report. The SF-425 is required to be filed quarterly; however, none of these 
reports were filed in 2013.   
  



-13- 

CITY OF MISHAWAKA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(Continued) 
 
 
24 CFR 85.20 states in part: 
  
"(b) The financial management systems of other grantees and subgrantees must meet the 
standards: 
  

(1) Financial reporting.  Accurate, current, and complete disclosure of the financial 
results of financially assisted activities must be made in accordance with the financial 
reporting requirements of the grant or subgrant. 

  
(2) Accounting records.  Grantees and subgrantees must maintain records which 

adequately identify the source and application of funds provided for financially 
assisted activities.  These records must contain information pertaining to grant or 
subgrant awards and authorizations, obligations, unobligated balances, assets, 
liabilities, outlays or expenditures, and income. . . ."  

 
The failure to establish internal controls allowed material noncompliance to remain undetected.  

Noncompliance with the grant agreement or the compliance requirements that have a direct and material 
effect on the program could result in the loss of federal funds to the City. 
  

We recommended that the City's management establish controls, including segregation of duties, 
related to the grant agreement and all compliance requirements that have a direct and material effect on the 
program.  We also recommended that the City prepare and submit accurate, complete, and timely reports in 
accordance with the U.S. Department of Housing and Urban Development's guidelines.  
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AUDITEE PREPARED SCHEDULES 
 
 

 The subsequent schedules were provided by management of the City.  The schedules are presented 
as intended by the City. 
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