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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, 2009, as presented in its Comprehensive Annual Financial Report 
(CAFR), and have expressed our unqualified opinion thereon dated September 23, 2010.  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 Ac-
cordance 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 Accordance 
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 
relation to the general-purpose financial statements taken as a whole. 
 

STATE BOARD OF ACCOUNTS 
 
September 23, 2010 
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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, 2009, as presented in its Comprehensive Annual Financial Report (CAFR), 
and have expressed our unqualified opinion thereon dated September 23, 2010.  We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the stand-
ards applicable to financial audits contained in Government Auditing Standards, issued by the Comp-
troller General of the United States.  Other auditors audited the financial statements of the Parks and 
Recreation Building Corporation, a blended component unit, as described in our report on the Town's fi-
nancial statements.  This report does not include the results of the other auditor's testing of internal con-
trol 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 would not necessarily identify all deficiencies in internal control 
over financial reporting that might be significant deficiencies or material weaknesses.  However, as dis-
cussed below, we identified certain deficiencies in internal control over financial reporting that we 
considered to be significant deficiencies. 
 
 A control deficiency 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 misstate-
ments on a timely basis.  A significant deficiency is a control deficiency, or combination of control defi-
ciencies, that adversely affects the entity's ability to initiate, authorize, record, process, or report financial 
data reliably in accordance with generally accepted accounting principles such that there is more than a 
remote likelihood that a misstatement of the entity's financial statements that is more than inconsequential 
will not be prevented or detected by the entity's internal control.  We consider the deficiencies described 
in item 2009-01 of the accompanying Schedule of Findings and Questioned Costs to be a significant defi-
ciency in internal control over financial reporting. 
 
 A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements will not 
be prevented or detected by the entity's internal control. 
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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) 

 
 
 Our consideration of internal control over financial reporting 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.  However, we consider the significant defi-
ciency described above as item 2009-01 to be a material weakness. 
 
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 ef-
fect 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 opin-
ion.  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 23, 2010 
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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, 2009.  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, regu-
lations, contracts and grants applicable to its major federal program is the responsibility of the Town's 
management.  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 noncom-
pliance 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, 2009. 
 
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. 
 
 A control deficiency in a Town's internal control over compliance exists when the design or opera-
tion 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 fed-
eral program on a timely basis.  A significant deficiency is a control deficiency, or combination of control 
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 con-
trol.  
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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 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. 
 
 The Town's response to the findings identified in our audit is described in the accompanying 
Corrective Action Plan.  We did not audit the Town's response and, accordingly, we express no opinion 
on it. 
 
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, 2009, as presented in its Comprehensive Annual Financial 
Report (CAFR), and have expressed our unqualified opinion thereon dated September 23, 2010.  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, 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 23, 2010 



TOWN OF HIGHLAND

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Year Ended December 31, 2009

Pass-Through

Federal Entity (or Other) Total

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

Number Number Expended

U.S. DEPARTMENT OF AGRICULTURE

Pass-Through Indiana Department of Agriculture

Farmers' Market Promotion Program 10.168 500$                  

U.S. DEPARTMENT OF JUSTICE

Direct Grant

Edward Byrne Memorial Formula Grant Program 16.579 11,202               

 

Pass-Through Indiana State Police

Law Enforcement Assistance - Narcotics and Dangerous Drugs Training 16.004 750                    

Pass-Through Indiana Criminal Justice Institute

Community Prosecution and Project Safe Neighborhoods 16.609

Project Safe Neighborhoods 07-GPN-001 52,610               

06-AGN-007 48,279               

Total for program 100,889             

Anti-Gang Initiative 16.744

 Project Safe Neighborhoods 07-AGN-004 32,442               

Total for federal grantor agency 145,283             

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 Project 364,165             

Pass-Through Indiana Criminal Justice Institute

Highway Safety Cluster

State and Community Highway Safety 20.600

Big City/Big County Seat Belt Enforcement PT-10-04-04-24 14,076               

Alcohol Traffic Safety and Drunk Driving Prevention Incentive Grants 20.601

OPO Banquet Equipment K4-2009-04-03-09 500                    

DUI Task Force Enforcement Program K8-2009-03-03-17 19,988               

Aggressive Driving Enforcement Program K4-2009-08-01-10 1,751                 

Total for program 22,239               

Total for cluster 36,315               

Total for federal grantor agency 400,480             

U.S. DEPARTMENT OF HOMELAND SECURITY

Pass-Through Indiana Department of Homeland Security

Disaster Grants - Public Assistance (Presidentially Declared Disasters) 97.036

Disaster 1795 51,713               

Total federal awards expended 597,976$           

  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?  yes 
Significant deficiencies identified that are not considered to be 
material weaknesses?  no 

 
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 Programs: 
 

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 2009-1, INTERNAL CONTROLS OVER REPORTING 
 

The Town does not have adequate internal controls in place for the review and verification of 
information prepared by third parties and presented for audit. 
 

Financial Statements-Water Utility and Sanitary District 
 

The Town employs various accounting consultants to prepare financial statements to be used in 
the preparation of the Comprehensive Annual Financial Report.  Water Utility and Sanitary District finan-
cial reports are prepared on the accrual basis of accounting by a consultant.  The statements were pre-
sented to the State Board of Accounts examiners prior to being reviewed by the Clerk-Treasurer or any of 
his designees.  The statements contained obvious errors, including a prior period adjustment which was 
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TOWN OF HIGHLAND 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(Continued) 
 
 
reported in the Statement of Cash Flows and not presented in the Statement of Activities in accordance 
with generally accepted accounting principles.  The adjustment would not be reported on the Statement of 
Cash Flows unless it was an adjustment to cash and cash equivalents.  In addition, an explanatory note 
to the financial statements was not included. 
 

Capital Assets 
 

Another consultant is employed to prepare a report of Capital Assets and the related Accumu-
lated Depreciation activities, and Construction Work in Progress.  Total capital assets, net of accumulated 
depreciation, including Construction Work in Progress and Land account for $44,842,054 of the 
$69,377,809 total assets reported on the Statement of Net Assets for governmental and business-type 
activities.  An employee in the Clerk-Treasurer's office maintains records of capital assets and construc-
tion in progress based upon information provided to by the various City departments.  These records are 
then provided to the consultant for the preparation of the report.  The records maintained by this clerk are 
not reviewed by management to ensure the record is complete and accurate.  Our review of the minutes 
of the Town Council indicated some major additions were excluded.  Some of the excluded items 
included property purchased at 3309 Ridge Road, and three police vehicles and a diesel truck acquired 
through capital leases.  The property purchase of $52,134 represented 100% of the additions to the Town 
land.  The purchase of the police vehicles of $66,407 and the diesel truck of $44,659 represented 35% of 
the additions to the Town's Equipment and Vehicles.   
 

Furthermore, some construction in progress included in the records maintained by the employee 
were excluded from the report prepared by the consultant.  The employee's records of construction in 
progress additions exceeded the report's additions by $527,566 which accounted for 14% of the total 
additions to construction in progress.  Also, the report excluded items capitalized through accounts pay-
able or contracts payable of $382,315.  The Clerk-Treasurer subsequently determined that the report is 
prepared on the cash basis of accounting even though the Town reports on an accrual basis of ac-
counting.  
 

The beginning balance of the capital assets exceeded the prior year ending balance by $52,156.  
The difference could not be identified. 
 

It was brought to our attention by the Director of Public Works that two items included in the 
Construction in Progress balance should not have been capitalized.  The two projects are reported as 
Caddy Marsh Ditch Flood Control ($10,933) and 41st Lane Sanitary Sewer Project ($9,989). 
 

During the course of the audit, the report was revised several times by the consultant to adjust for 
the items brought to their attention.  Failure to review the reports caused delays in the performance of our 
audit procedures.  
 

Comprehensive Annual Financial Report 
 

Finally, a third consultant was employed to prepare the Comprehensive Annual Financial Report 
(CAFR) for submission to the Government Finance Officers Association (GFOA) for consideration of 
receiving a certificate for excellence in reporting.  This report contained several errors which should have 
been detected by management prior to presentation to the State Board of Accounts for audit.  Some of 
the more obvious errors included inconsistent names of funds and spelling errors; a fund included on the 
Statement of Revenues, Expenditures, and Changes in Fund Balances which was not included on the 
Combining Balance Sheet or listed on the pages defining the funds; and the balances reported in the 
Combining Statement of Fiduciary Net Assets - Agency Funds did not agree to the balances reported on  
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TOWN OF HIGHLAND 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(Continued) 
 
 
the Statement of Fiduciary Net Assets.  Significant changes to reported dollar amounts were also 
detected and corrected by examiners.  Dollar errors occurred by not reporting new capital leases as issu-
ance of debt on the Statement of Revenues, Expenditures, and Changes in Fund Balances; not ensuring 
both transfers in and out of funds were recorded; reporting taxes receivable amounts net of amounts to 
be reported as deferred revenues on the Balance Sheets, but still reporting a portion of the deferred reve-
nues; and including prior year receivables or payables as current year amounts. 
 

Because of the extent to which third party reports are to be relied upon by management to report 
the financial transactions of the Town, and the lack of evidence of reviews performed by management, 
this indicates a material  weakness within the internal control structure of the Town. 
 

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) 
 

We recommended that officials establish a system for review and comparison of consultant pre-
pared reports to records maintained by the Town.  Such a system could include the establishment of 
checklists which identify which record or records should agree to which reported amounts, including that 
prior year ending reported balances should agree to beginning balances for current year reports.  Officials 
should also ensure that departments communicate clearly when items should be capitalized or expensed 
as well as reasons for the determination if not clearly identified.  These individuals should then be in-
cluded and consulted as financial statements are being prepared to ensure records are complete and 
accurate. 
 
 
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 23, 2010, with Michael W. Griffin, 
Clerk-Treasurer; Kathleen Dowling, Deputy Clerk-Treasurer; and Mark A. Herak, President of the Town 
Council.   




