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SCHEDULE OF OFFICIALS 
 
 
Office Official Term 
 
Controller Michael Trexler 01-01-13 to 01-01-13 
  Susan West 01-02-13 to 06-13-14 
  Donna Slater (Interim) 06-14-14 to 08-15-14 
 
Mayor Mark Kruzan 01-01-12 to 12-31-15 
 
President of the Board of 
 Public Works Charlotte Zietlow 01-01-13 to 12-31-14
  
 
President of the Common Council Darryl Neher 01-01-13 to 12-31-14 
 
Utilities Director  Patrick Murphy 01-01-13 to 12-31-14 
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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 CITY OF BLOOMINGTON, MONROE COUNTY, INDIANA 
 
 
 This report is supplemental to our audit report of the City of Bloomington (City), for the period from 
January 1, 2013 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 City.  It should be 
read in conjunction with our Financial Statement and Federal Single Audit Report of the City, which provides 
our opinions on the City'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 
 
 
July 30, 2014 
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CONTROLLER 
CITY OF BLOOMINGTON 

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

We noted several deficiencies in the internal control system of the City related to financial trans-
actions and reporting.  We believe the following deficiencies constitute material weaknesses: 
 

1. Bank reconcilements presented for audit indicate that there is no proper management over-
sight of monthly bank reconcilements being performed.  The City hired a Deputy Controller in 
June 2013 to primarily work on City bank reconcilements.  The Deputy Controller was able to 
reconcile each month of 2013 by December 31, 2013.  Once this was done, the Controller 
approved the entire year's bank reconcilements.  Starting in January 2014, the monthly bank 
reconcilements are prepared by the Deputy Controller and then approved by the Controller.  
 

2. The City's payroll processing was handled primarily by one staff person within the 
Controller's office.  As a result of implementation of a new financial software system, there 
have been improvements to internal controls, since the various City departments are more 
involved in the payroll process.  However, internal controls over payroll related areas are still 
lacking.  The payroll staff person in the Controller's Office issues payments for employee 
benefits and related payroll expenses, and the Deputy Controller posts those payments to 
the various funds.  It is difficult to determine, with the new system, who is approving these 
payroll posts.  Also, each department has a payroll employee who enters into the New World 
System that department's payroll information for all employees in that department.  The 
department heads are to approve this information in the system.  The New World System will 
not allow the approvals to be viewed once the payroll has been processed. 
 
Additionally, a detailed listing of employees being paid bi-weekly is not being reviewed and 
approved.  The payroll is approved in total by fund. 

 
3. Receipts were not issued for cash, checks, or EFT transactions at the utilities with the 

exception of customer payments on their accounts.  Receipts are posted to New World 
System in one lump sum; therefore, individual receipts cannot be traced into the system. 

 
We recommended the City established and implement effective controls over the bank reconcilement, 

payroll processes, and utility receipts. 
 
Indiana Code 5-13-6-1(e) states:  "All local investment officers shall reconcile at least monthly the 

balance of public funds, as disclosed by the records of the local officers, with the balance statements provided 
by the respective depositories." 

 
Receipts shall be issued and recorded at the time of the transaction; for example, when cash or a 

check is received, a receipt is to be immediately prepared and given to the person making payment.  
(Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7) 

 
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 information 
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) 
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CONTROLLER 
CITY OF BLOOMINGTON 

AUDIT RESULT AND COMMENT 
 
 
POLICE PENSION EMPLOYEE CONTRIBUTION 
 

The City Controller's Office incorrectly calculated the 2013 employee share contribution for police 
officers that are members of 1977 Police Officers' and Firefighters' Pension and Disability Fund.  The 
employee share calculation is to be based upon the salary of a first class officer ($49,131) for 2013 plus a 
longevity increase allowed of $2,000 and then multiplied by 6 percent.  The calculation for the salaries paid 
through July 26, 2013, was correct; however, from August through the end of the year, the employee share 
contribution to the police pension was only calculated upon the base pay of $49,131.  An adjustment was 
made at the beginning of August so that the entire year would be calculated only on the base pay. 

 
Indiana Code 36-8-1-11 states: 
 
"'Salary of a first class patrolman or first class firefighter'; longevity increases 
 
Sec. 11. (a) 'Salary of a first class patrolman or first class firefighter' means the base salary of a 
patrolman or firefighter plus all longevity increases, if provided by the employer, for service of 
twenty (20) years or less but does not include remuneration or allowances for fringe benefits, 
incentive pay, holiday pay, insurance, clothing, automobiles, firearms, education, overtime, or 
compensatory time off." 
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CONTROLLER 
CITY OF BLOOMINGTON 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 30, 2014, with Darryl Neher, President of the 
Common Council; Margie Rice, Corporate Counsel to the City; Mark Kruzan, Mayor; John Whikehart, Deputy 
Mayor; Adam Wason, Communications Director; Sara Jane Rhodes, Deputy Administrator/Researcher;  and 
Donna Slater, Interim Controller. 
 

The contents of this report were discussed on August 7, 2014, with Susan West, former Controller. 
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WATER AND WASTEWATER UTILITIES 
CITY OF BLOOMINGTON 

 



-32- 

WATER AND WASTEWATER UTILITIES 
CITY OF BLOOMINGTON 

AUDIT RESULT AND COMMENT 
 
 
RECEIPT ISSUANCE - UTILITIES 
 

Receipts were not issued for cash, checks, or EFT transactions at the utilities with the exception of 
customer payments on their account. 
 

Receipts shall be issued and recorded at the time of the transaction; for example, when cash or a 
check is received, a receipt is to be immediately prepared and given to the person making payment.  
(Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7) 
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WATER AND WASTEWATER UTILITIES 
CITY OF BLOOMINGTON 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 30, 2014, with Darryl Neher, President of the 
Common Council; Margie Rice, Corporate Counsel to the City; Mark Kruzan, Mayor; John Whikehart, Deputy 
Mayor; Adam Wason, Communications Director; Sara Jane Rhodes, Deputy Administrator/Researcher; 
Donna Slater, Interim Controller; Patrick Murphy, Utilities Director; Julie Roberts, Utility Service Board Vice-
President; and Michael Horstman, Assistant Director of Finance. 
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HOUSING AND NEIGHBORHOOD DEVELOPMENT 
CITY OF BLOOMINGTON 
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HOUSING AND NEIGHBORHOOD DEVELOPMENT 
CITY OF BLOOMINGTON 

FEDERAL FINDINGS 
 
 
 
FINDING 2013-002 - SUSPENSION AND DEBARMENT 
 
Federal Agency:  Department of Housing and Urban Development 
Federal Program:  HOME Investment Partnerships Program 
CFDA Number:  14.239 
Federal Award Number and Year (or Other Identifying Number): M-09-MC-18-0200, M-10-MC-18-0200, 
 M-11-MC-18-0200, M-12-MC-18-0200, 
 M-13-MC-18-0200 
 
Federal Agency:  Department of Housing and Urban Development 
Federal Program:  Community Development Block Grants/Entitlement Grants 
CFDA Number:  14.218 
Federal Award Number and Year (or Other Identifying Number):  B-11-MC-180013, B-12-MC-180013 
 

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

 
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, 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 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. 

 
The City did not have procedures established to ensure that its project developer (applicable to the 

HOME Investment Partnerships Program) and physical improvement and social service applicants (applicable 
to Community Development Block Grants/Entitlement Grants), as well as its contractors, were not excluded, 
disqualified, or otherwise ineligible from Federal procurement and nonprocurement programs at the time of 
contract execution or during the period of project work.  There were no policies indicating how a developer's 
and/or contractor's eligibility is verified and what documentation will be maintained to prove this.  No docu-
mentation was provided for audit to show that the City had determined the developer's eligibility.  There was 
documentation to show that the contractors were eligible; however, there was no indication that this was 
checked by someone other than the person who performed the initial task.  
 

24 CFR 85.35 states:  "Grantees and subgrantees must not make any award or permit any award 
(subgrant or contract) at any tier to any party that is debarred or suspended or is otherwise excluded from 
or ineligible for participation in federal assistance programs subject to 2 CFR part 2424." 

 
OMB Circular A-133, Subpart C, section .300 states in part: 

  
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides reason-
able 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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HOUSING AND NEIGHBORHOOD DEVELOPMENT 
CITY OF BLOOMINGTON 

FEDERAL FINDINGS 
(Continued) 

 
 

The failure to establish internal controls could enable material noncompliance to go undetected.  
Noncompliance of the grant agreement or the compliance requirements that have a direct and material effect 
to 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, and 

procedures to ensure compliance with the grant agreement and all compliance requirements that have a 
direct and material effect to the programs. 
 
 
FINDING 2013-003 - REPORTING 
 
Federal Agency:  Department of Housing and Urban Development 
Federal Program:  Community Development Block Grants/Entitlement Grants 
CFDA Number:  14.218 
Federal Award Number and Year (or Other Identifying Number):  B-11-MC-180013, B-12-MC-180013 
 

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.  The failure 
to establish an effective internal control system places the City 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 mismanagement 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 

effectively to provide reasonable assurance that material noncompliance with the grant agreement, or a type 
of 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 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. 

 
The City is required to perform subaward reporting under the Transparency Act.  During 2013, these 

reports were not prepared by the City for the subrecipients of the Community Development Block 
Grants/Entitlement Grants.  There are no controls in place to ensure these reports are prepared. 

 
2 CFR, Appendix A to Part 170(I)(a), states in part: 

  
"Reporting of first-tier subawards. 
 

1. Applicability.  Unless you are exempt as provided in paragraph d. of this award term, you 
must report each action that obligates $25,000 or more in Federal funds that does not 
include Recovery funds (as defined in section 1512(a)(2) of the American Recovery and 
Reinvestment Act of 2009, Pub. L. 111-5) for a subaward to an entity (see definitions in 
paragraph e. of this award term). 
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HOUSING AND NEIGHBORHOOD DEVELOPMENT 
CITY OF BLOOMINGTON 

FEDERAL FINDINGS 
(Continued) 

 
 
2. Where and when to report. 
 

i. You must report each obligating action described in paragraph a.1. of this award 
term to http://www.fsrs.gov. 

 
ii. For subaward information, report no later than the end of the month following the 

month in which the obligation was made.  (For example, if the obligation was made 
on November 7, 2010, the obligation must be reported by no later than December 
31, 2010.) 

 
3. What to report.  You must report the information about each obligating action that the 

submission instructions posted at http://www.fsrs.gov specify." 
 

OMB Circular A-133, Subpart C, section .300 states in part: 
  

"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides reason-
able 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." 
 
The failure to establish internal controls could enable material noncompliance to go undetected.  

Noncompliance of the grant agreement or the compliance requirements that have a direct and material effect 
to 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, and 

procedures to ensure compliance with the grant agreement and all compliance requirements that have a 
direct and material effect to the program. 
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HOUSING AND NEIGHBORHOOD DEVELOPMENT 
CITY OF BLOOMINGTON 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 30, 2014, with Darryl Neher, President of the 
Common Council; Margie Rice, Corporate Counsel to the City; Mark Kruzan, Mayor; John Whikehart, Deputy 
Mayor; Adam Wason, Communications Director; Sara Jane Rhodes, Deputy Administrator/Researcher; and 
Donna Slater, Interim Controller. 
 




