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 STATE OF INDIANA 

 AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS 
   302 WEST WASHINGTON STREET 
   ROOM E418 
   INDIANAPOLIS, INDIANA 46204-2769 

 
   Telephone: (317) 232-2513 

 Fax: (317) 232-4711 
   Web Site: www.in.gov/sboa 

 
 
 
 
 
 
 
 
 
 
 
TO:  THE OFFICIALS OF THE TOWN OF CEDAR LAKE, LAKE COUNTY, INDIANA 
 
 
 This report is supplemental to our audit report of the Town of Cedar Lake (Town), for the period from 
January 1, 2012 to December 31, 2013.  It has been provided as a separate report so that the reader may 
easily identify any Federal Findings and Audit Results and Comments that pertain to the Town.  It should be 
read in conjunction with our Financial Statement and Federal Single Audit Report of the Town, which provides 
our opinions on the Town's financial statement and federal program compliance.  This report may be found at 
www.in.gov/sboa/. 
 
 The Federal Findings, identified in the above referenced audit report, are included in this report and 
should be viewed in conjunction with the Audit Results and Comments as described below. 
 
 As authorized under Indiana Code 5-11-1, we performed procedures to determine compliance with 
applicable Indiana laws and uniform compliance guidelines established by the Indiana State Board of 
Accounts.  The Audit Results and Comments contained herein describe the identified reportable instances of 
noncompliance found as a result of these procedures.  Our tests were not designed to identify all instances of 
noncompliance; therefore, noncompliance may exist that is unidentified. 
 

Any Corrective Action Plan for the Federal Findings and Official Response to the Audit Results and 
Comments, incorporated within this report, were not verified for accuracy. 
 
 

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
April 16, 2015 
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CLERK-TREASURER 
TOWN OF CEDAR LAKE 

FEDERAL FINDINGS 
 
 
 

FINDING 2013-001 - INTERNAL CONTROLS AND COMPLIANCE 
OVER FINANCIAL TRANSACTIONS AND REPORTING 
 

We noted several deficiencies in the internal control system of the Town related to financial trans-
actions and reporting. 
 

Controls 
 

The Town implemented new financial accounting software in 2012 which records transactions on a 
modified accrual basis.  However, the Town's financial statement was presented on the regulatory basis 
which reports on cash transactions.  The change in software also presented the Town the opportunity to per-
form certain tasks electronically.  We noted several deficiencies in the internal control system of the Town 
related to financial transactions and reporting.  

 
Receipts 

 
Segregation of duties over receipts and the daily collections process was not evident.  Daily reports 

generated identify only the employee who generated them.  There was no evidence of oversight, review, or 
approval of the transactions.   

 
Journal Entry Disbursements 

 
Certain transactions can be recorded with journal entries rather than actual receipts or vendor 

checks/electronic fund transfers (EFTs).  The vendor checks and the EFTs are approved and paid through the 
normal claims process; however, payments made via journal entries are not subject to approval by the Town 
Council. 

 
Payroll Disbursements 

 
In the new software, employees are able to keep track of their hours worked and the Town is able to 

approve the records of hours worked electronically.  Some employees have the ability to approve timesheets 
in the software, but reports that identify who approved each timesheet cannot be produced.  It could not be 
determined if the hours worked were approved by an appropriate individual. 
 

Financial Reporting 
 
The Town did not have a proper system of internal controls in place to prevent, or detect and correct, 

errors in the preparation of the financial statement.  The Town should have proper controls in place over the 
preparation of the financial statement to ensure accurate and reliable reporting of the Town's financial activity.  
Adequate internal control requires sufficient oversight, review, and approval to ensure complete and accurate 
financial reporting.  Due to the lack of internal controls, material misstatements in the financial statement were 
undetected.  We believe these deficiencies in the internal control system constitute material weaknesses. 
  

Compliance 
 

The Clerk-Treasurer is required to report all financial information in the Annual Financial Report 
(AFR).  This information is used to compile the financial statement.  The financial statement presented for 
audit included the following errors: 
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CLERK-TREASURER 
TOWN OF CEDAR LAKE 

FEDERAL FINDINGS 
(Continued) 

 
 

1. The beginning cash and investment balances were not accurately reported for eight funds.  
These errors resulted in the beginning balances to be overstated by a total of $9,459,441.  
The prior-year audited financial statement ending cash and investment balances were not 
compared to the current-year beginning balances before the AFR was submitted.  

  
2. The RDA 2011 Sinking fund activity is detailed in a Bank of New York Mellon Trust Account.  

This trust account is not reported in the Town's ledger and was not reported in the AFR.  
This resulted in receipts of $660,000 and $336,365 and disbursements of $330,000 and 
$666,365, for the years 2012 and 2013, respectively, not being accounted for in the Town's 
records or reported on the financial statement.  

  
3. The RDA 2011 Operating and Reserve fund activity is detailed in a Bank of New York 

Mellon Trust Account.  This trust account is not reported in the Town's ledger and was not 
reported in the AFR.  This resulted in receipts of $14,327 and $3,212, for 2012 and 2013, 
respectively, and disbursements of $9,365 for 2013, not being accounted for in the Town's 
records or reported on the financial statement.  

 
4. The RDA 2013 Bond and Interest fund activity is detailed in a Bank of New York Mellon 

Trust Account.  This trust account is not reported in the Town's ledger and was not reported 
in the AFR.  This resulted in receipts of $30,001 for 2013, not being accounted for in the 
Town's records or reported on the financial statement.  

 
5. The Town acquired a new software system in 2012 which is a modified accrual accounting 

system.  Numerous journal entries were recorded in the Town's general ledger for 2012 and 
2013.  These entries were recorded on the modified accrual basis as cash receipts and 
disbursements; however, the entries did not actually affect the cash account.  Because the 
journal entries were included in the cash receipts and disbursements on the Town's 
financial statement which was prepared on the regulatory basis, the receipts and disburse-
ments were overstated by the amount of the journal entries.  For 2012, both receipts and 
disbursements were overstated by $7,335,991; for 2013, both receipts and disbursements 
were overstated by $69,359.  

 
6. Receipts and disbursements were reported in error for two trust accounts.  This resulted in 

the receipts being overstated by $572,712 and $10,499 for 2012 and 2013, respectively.  
This also resulted in the disbursements being overstated by $130,555 and $301,596 for 
2012 and 2013, respectively.  

  
7. The SVT LLC Project Fund receipts were reported twice and the receipt amount was also 

recorded as a disbursement.  This resulted in both receipts and disbursements being 
overstated by $737,889 for 2012.  

  
8. The SVT LLC Capitalized Interest fund receipts and disbursements were overstated by 

$64,222 for 2012.  It could not be determined how the receipts and disbursements were 
reported.  

  
9. A voided check was receipted back in and also added back to the disbursements of the 

Cash Bond Escrow fund.  This resulted in both receipts and disbursements being over-
stated by $180,472 for 2012.  

  
10. The Centier Investment fund disbursements for 2012 were overstated by $5,950,000 as a 

result of investment activity being reported twice.  
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CLERK-TREASURER 
TOWN OF CEDAR LAKE 

FEDERAL FINDINGS 
(Continued) 

 
 
Audit adjustments were proposed, accepted by the Clerk-Treasurer, and made to the financial state-

ment presented in this report. 
 

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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing are necessary for proper internal control. 
  

Controls over the receipting, disbursing, recording, and accounting for the financial activities are nec-
essary to avoid substantial risk of invalid transactions, inaccurate records and financial statements and incor-
rect decision making.  (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 
7)  
 

Indiana Code 5-11-1-4(a) states:   
 
"The state examiner shall require from every municipality and every state or local governmental 
unit, entity, or instrumentality financial reports covering the full period of each fiscal year.  These 
reports shall be prepared, verified, and filed with the state examiner not later than sixty (60) days 
after the close of each fiscal year.  The reports must be in the form and content prescribed by the 
state examiner and filed electronically in the manner prescribed under IC 5-14-3.8-7." 

 
 
FINDING 2013-002 - PREPARATION OF THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
 

The Town did not have a proper system of internal controls in place to prevent, or detect and correct, 
errors on the Schedule of Expenditures of Federal Awards (SEFA).  The Clerk-Treasurer prepares the SEFA 
without oversight, review, or approval. 

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

tively to provide reasonable assurance that material misstatements of the SEFA will be prevented, or 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 SEFA.  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. 
 

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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing 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)  
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CLERK-TREASURER 
TOWN OF CEDAR LAKE 

FEDERAL FINDINGS 
(Continued) 

 
 
FINDING 2013-003 - INTERNAL CONTROL OVER CAPITALIZATION 
GRANTS FOR DRINKING WATER STATE REVOLVING FUNDS 
 
Federal Agency:  Environmental Protection Agency 
Federal Program:  Capitalization Grants for Drinking Water State Revolving Funds 
CFDA Number:  66.468 
Federal Award Number and Year (or Other Identifying Number):  DW 10134503 
Pass-Through Entity:  Indiana Finance Authority 
  

Management of the Town has not established an effective internal control system, which would 
include segregation of duties, related to the grant agreement and the Allowable Costs and Reporting compli-
ance requirements that have a direct and material effect on the program.  
 

The Town retained a Financial Advisor (Advisor) to help administer the Capitalization Grants for 
Drinking Water State Revolving Funds program (SRF).  Once the Indiana Finance Authority approved the 
costs eligible for reimbursement, the Advisor had to procure the accounts payable vouchers, the invoices, and 
the proof of payment (cancelled checks) from the Town to complete the SRF Disbursement Request forms. 
The Town Council approved the original disbursements paid in 2009, 2010, and 2011, through their normal 
approval procedures; however, there was no process to review the disbursements for compliance with the 
Allowable Costs requirements of the SRF program.  
  

The disbursements were then submitted for reimbursement on the SRF Disbursement Request form 
prepared by the Advisor.  According to the SRF Disbursement Request forms, the Contact Person was the 
Deputy Clerk-Treasurer and the Authorized Representative was the Clerk-Treasurer.  The Advisor did not 
sign the forms; the Deputy Clerk-Treasurer signed as the Authorized Representative.  There was no evidence 
of an oversight, review, or approval process over these reports. 
  

The failure to establish an effective internal control system places the Town at risk of noncompliance 
with the grant agreement and the compliance requirements.  A lack of segregation of duties within an internal 
control system could also allow noncompliance with compliance requirements and allow the misuse and mis-
management of federal funds and assets by not having proper oversight, reviews, and approvals over the 
activities of the program. 
  

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 compliance 
requirement of a federal program will be prevented, or 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 accom-
plished 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." 
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CLERK-TREASURER 
TOWN OF CEDAR LAKE 

FEDERAL FINDINGS 
(Continued) 

 
 
The failure to establish internal controls could enable material noncompliance to go undetected. 

Noncompliance with the grant agreement or the compliance requirements could result in the loss of federal 
funds to the Town. 
  

We recommended that the Town establish controls, including segregation of duties, related to the 
grant agreement and compliance requirements listed above. 
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CLERK-TREASURER 
TOWN OF CEDAR LAKE 

AUDIT RESULT AND COMMENT 
 
 

ANNUAL FINANCIAL REPORT 
  

The 2013 Annual Financial Report did not fairly state the capital assets or the payables and 
receivables of the Town.   

  
Capital Assets 

 
The amounts reported were the additions to the capital assets in the year 2013; not the balance of the 

capital assets of the Town.  The omission of the balances of these assets resulted in the schedule being 
understated by $61,483,353. 

  
Payables and Receivables 

 
The amounts reported as payables and receivables were reported in error.  The Wastewater Utility 

Accounts Payable was overstated and the Accounts Receivable was understated by $268,471.  The Water 
Utility Accounts Payable was overstated and the Accounts Receivable was understated by $62,708.  The 
Storm Water Utility Accounts Payable was overstated and the Accounts Receivable was understated by 
$83,264.  The governmental activities' Accounts Payable was understated by $206 and the Accounts 
Receivable was overstated by $9,676. 
 

Indiana Code 5-11-1-4(a) states: 
  
"The state examiner shall require from every municipality and every state or local governmental 
unit, entity, or instrumentality financial reports covering the full period of each fiscal year.  These 
reports shall be prepared, verified, and filed with the state examiner not later than sixty (60) days 
after the close of each fiscal year.  The reports must be in the form and content prescribed by the 
state examiner and filed electronically in the manner prescribed under IC 5-14-3.8-7." 
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CLERK-TREASURER 
TOWN OF CEDAR LAKE 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on April 16, 2015, with Amy J. Gross, Clerk-Treasurer, and 
Randall Niemeyer, President of the Town Council. 
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WATER UTILITY 
TOWN OF CEDAR LAKE 
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WATER UTILITY 
TOWN OF CEDAR LAKE 

AUDIT RESULT AND COMMENT 
 
 

SALES TAX CALCULATION 
  

The Water Utility failed to properly calculate the sales tax owed to the Indiana Department of 
Revenue for the sale of water.  When calculating the sales tax liability for the Water Utility, the Town used the 
amount of sales tax collected per their financial system and backed into the amount of sales for the time 
period.  Per the financial system, water sales were underreported on the monthly sales tax forms by $34,012.  
This resulted in the Town underpaying their 2013 sales tax by $2,535. 
 

Collections by a city or town from the retail sale of tangible personal property, utility services or 
commodities in the performance of private or proprietary activities are subject to sales tax.  (Accounting and 
Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7) 

 
All questions concerning the law or procedure for paying and collecting sales tax should be directed 

to the Indiana Department of Revenue, Sales Tax Division, Indiana Government Center North, Indianapolis, 
Indiana, 46204, telephone number (317) 233-4015.  (Accounting and Uniform Compliance Guidelines Manual 
for Cities and Towns, Chapter 7) 
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WATER UTILITY 
TOWN OF CEDAR LAKE 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on April 16, 2015, with Amy J. Gross, Clerk-Treasurer, and 
Randall Niemeyer, President of the Town Council. 
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FIRE DEPARTMENT 
TOWN OF CEDAR LAKE 
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FIRE DEPARTMENT 
TOWN OF CEDAR LAKE 

AUDIT RESULT AND COMMENT 
 
 
EMERGENCY MEDICAL SERVICE PENALTIES 
  

The Town Code of Ordinances establishes policies and procedures for collection of ambulance and 
emergency medical service charges.   

 
Code section 32.27 states:  
 
"In the event that accounts receivable under this subchapter, as amended from time to time, are 
not paid within the time fixed by the town or a town agency or department, the same shall be 
deemed delinquent.  A penalty of 10 percent of the amount of the account receivable shall attach 
as delinquent fees." 

  
On April 16, 2013, the Town adopted Ordinance 1170 which amended the policy on assessing 

penalties to read, "All billings not paid within One Hundred Eighty (180) days of the billing shall accrue interest 
at a rate of one percent (1%) per month on the unpaid balance, which shall be known as a Late Fee." 
  

Penalties were not always assessed in accordance with either of these policies.  Numerous accounts 
were assessed "Accrued Interest per Town Attorney" penalties after they had been sent to collections, but 
had not been assessed a penalty prior to sending the accounts to collections. 

 
A similar comment appeared in prior Report B40615. 

 
Each governmental unit is responsible for complying with the ordinances, resolutions, and policies it 

adopts. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7) 
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FIRE DEPARTMENT 
TOWN OF CEDAR LAKE 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on April 16, 2015, with Todd Wilkening, Fire Chief, and 
Randall Niemeyer, President of the Town Council. 
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POLICE DEPARTMENT 
TOWN OF CEDAR LAKE 
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POLICE DEPARTMENT 
TOWN OF CEDAR LAKE 

AUDIT RESULTS AND COMMENTS 
 
 
 
MOVING TRAFFIC CITATIONS ISSUED BY THE TOWN 

 
The Town issues citations for moving traffic violations as ordinance violations rather than infractions 

under state law.  For those citations that are paid within 30 days, the fines are collected in the Clerk-
Treasurer's Office; all of which is retained by the Town and deposited into the General Fund.  The fines 
established by the Town for moving traffic violations range from $222 to $301.  These fines do not agree to 
the fines established in the Indiana Code which specifically governs the disposition of fines and fees for 
moving traffic violations.  The Town collected approximately $25,480 and $22,788 in 2012 and 2013, 
respectively, for moving traffic violations enforced by the Town. 

 
Indiana Code 36-1-6-3(c) states that an ordinance defining a moving traffic violation may not be 

enforced in an ordinance violations bureau.  Moving traffic violations must be enforced in accordance with IC 
34-28-5 which requires such cases to be heard in any circuit, superior, county, city, or town court or traffic 
violations bureau designated by these courts.  (Cities and Towns Bulletin and Uniform Compliance 
Guidelines, September, 2012) 

 
Indiana Code 34-28-5-1-(b) states in part:  "An action to enforce a statute defining an infraction shall 

be brought in the name of the State of Indiana by the prosecuting attorney for the judicial circuit in which the 
infraction allegedly took place." 
 
 
INCORRECT DEFERRAL FEES CHARGED AND DISTRIBUTED 
  

As stated in prior Report B40615, the Town charged $182 from January 2012 to July 2013 and $184 
from July 2013 to December 2013 for participation in the Town Deferral Program per Ordinance No. 997.  
This program allows the participant to have the original moving traffic violation dismissed if they drive for six 
months without receiving another traffic citation.  Per statute, deferral program fees should be $112 plus court 
costs of $77.50, for a total of $189.50.  Currently, the County remits $112 to the Town and $70 to various 
court cost funds.  Per statute, $2 of the deferral fee collected shall be accounted for as a Jury fee (County 
fund).  Accordingly, the Town should only receive $110 of the Deferral Program fee. 
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POLICE DEPARTMENT 
TOWN OF CEDAR LAKE 

AUDIT RESULTS AND COMMENTS 
(Continued) 

 
 

Instead of the infraction or ordinance violation costs prescribed by IC 33-37-4-2, the clerk shall collect 
a deferral program fee if an agreement between a prosecuting attorney or an attorney for a municipal 
corporation and the person charged with a violation entered into under IC 34-28-5-1 (or IC 34-4-32-1) before 
its repeal) requires payment of those fees by the person charged with the violation.  The deferral program fee 
is an initial user's fee of not to exceed fifty-two dollars ($52.00) and a monthly user's fee of not to exceed ten 
dollars ($10.00) for each month the person remains in the deferral program.  [IC 33-34-4-2(e)] 
  

In addition, IC 34-28-5-1 requires the defendant in the action to agree to pay a fee of seventy dollars 
($70.00) to the clerk of the court if the action involves a moving traffic offense (as defined in IC 9-13-2-110).  
Furthermore, IC 33-37-8-5 requires two dollars ($2) of every deferral program fee collected to be accounted 
for as a jury fee.  The defendant shall also pay a highway worksite zone fee of fifty cents ($.50) for driving 
offense, a document storage fee of two dollars ($2) and an automated recordkeeping-deferral/diversion fee of 
five dollars ($5).  (Accounting and Uniform Compliance Guidelines Manual for City and Town Courts, Chapter 
2) 
 
 
DEFERRAL PROGRAM FEES NOT REMITTED TIMELY 
  

As stated in prior Report B40615, applicants electing to participate in the Town's Deferral Program 
are asked to remit a check or money order payable to the Clerk, Lake County Superior Court.  The Town 
issues a receipt for the deferral fees and remits the checks or money orders to the Town attorney, intact.  The 
Town does not deposit the fees.  Instead, the Town Attorney remits the fees to the Lake County Clerk of the 
Circuit Court's Office to be deposited and recorded.  This process delayed the deposit of the money collected 
from between 53 to 124 days. 
 

Indiana Code 5-13-6-1(d) requires cities and towns to deposit all funds not later than the next 
business day following the receipt of funds in depositories selected by the city or town as provided in an 
ordinance adopted by the city or town and approved as depositories of state funds.  (Accounting and Uniform 
Compliance Guidelines Manual for Cities and Town, Chapter 7) 
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POLICE DEPARTMENT 
TOWN OF CEDAR LAKE 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on April 16, 2015, with Gerald Smith, Police Chief, and 
Randall Niemeyer, President of the Town Council. 
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POLICE PENSION BOARD 
TOWN OF CEDAR LAKE 

AUDIT RESULT AND COMMENT 
 
 
POLICE PENSION BOARD MEETINGS 
 

The Police Pension Board did not meet as required by state statute.  The Pension Board did not meet 
during calendar years 2012 or 2013. 

 
Indiana Code 36-8-6-2(c) states: 
 
"The trustees under subsections (b)(2) and (b)(3) shall be elected at a meeting of the members 
of the police department at the central police station on the second Monday in February of each 
year.  The trustees are elected for terms of three (3) years, succeeding those trustees whose 
terms of office expire on that date.  The trustees hold their offices until their successors are 
elected and qualified." 
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POLICE PENSION BOARD 
TOWN OF CEDAR LAKE 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on April 16, 2015, with Gerald Smith, Police Chief, and 
Randall Niemeyer, President of the Town Council. 




