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STATE OF INDIANA

302 WEST WASHINGTON STREET
ROOM E418

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
erﬂj
INDIANAPOLIS, INDIANA 46204-2769

Telephone: (317) 232-2513
Fax: (317) 232-4711
Web Site: www.in.gov/sboa

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

TO: THE OFFICIALS OF THE CITY OF MISHAWAKA, ST. JOSEPH COUNTY, INDIANA

We have audited, 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, the financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the City of Mishawaka (City), as of and for the year ended December 31, 2014,
and the related notes to the financial statements, which collectively comprise the City's basic financial state-
ments and have issued our report thereon dated August 13, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the City's internal control. Accordingly, we do not express an
opinion on the effectiveness of the City's internal control.

Our consideration of the internal control was for the limited purpose described in the preceding para-
graph and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, as described in the accompanying Schedule of Findings and Questioned Costs, we
identified certain deficiencies in internal control over financial reporting that we consider to be material weak-
nesses.

A deficiency in internal control exists when the design or operation of a control does not allow man-
agement or employees, in the normal course of performing their assigned functions, to prevent, or detect and
correct, misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies,
in internal control, such that there is a reasonable possibility that a material misstatement of the entity's finan-
cial statements will not be prevented, or detected and corrected, on a timely basis. We consider the deficien-
cies described in the accompanying Schedule of Findings and Questioned Costs as items 2014-001 and
2014-002 to be material weaknesses.



INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE 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 of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
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 instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and which are described in the accompanying Schedule of Findings and
Questioned Costs as item 2014-002.

City of Mishawaka's Response to Findings

The City's response to the findings identified in our audit is described in the accompanying Corrective
Action Plan. The City's response was not subjected to the auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and com-
pliance and the results of that testing, and not to provide an opinion on the effectiveness of the City's internal
control or on compliance. This reportis an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City's internal control and compliance. Accordingly, this communication
is not suitable for any other purpose.

Paul D. Joyce, CPA
State Examiner

August 13, 2015
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY OMB CIRCULAR A-133

TO: THE OFFICIALS OF THE CITY OF MISHAWAKA, ST. JOSEPH COUNTY, INDIANA

Report on Compliance for Each Major Federal Program

We have audited the City of Mishawaka's (City) compliance with the types of compliance require-
ments described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that could have a direct and material effect on each of its major federal programs for the year
ended December 31, 2014. The City's major federal programs are identified in the Summary of Auditor's
Results section of the accompanying Schedule of Findings and Questioned Costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the City's major federal pro-
grams based on our audit of the types of compliance requirements referred to above. 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 require-
ments 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 City'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 on compliance for each major
federal program. However, our audit does not provide a legal determination of the City's compliance.

Opinion on Each Major Federal Program
In our opinion, the City complied, in all material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs for the
year ended December 31, 2014.



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY OMB CIRCULAR A-133
(Continued)

Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the 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 proce-
dures that are appropriate in the circumstances for the purpose of expressing our 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.

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. A significant deficiency in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over com-
pliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.

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.

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, 2014, and the related notes to the financial statements,
which collectively comprise the City's basic financial statements. We issued our report thereon dated August
13, 2015, 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 state-
ments. 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 state-
ments. 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



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY OMB CIRCULAR A-133
(Continued)

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

October 13, 2015, except for our report on the Schedule of Expenditures of Federal Awards, for which the
date is August 13, 2015.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND ACCOMPANYING NOTE

The Schedule of Expenditures of Federal Awards and accompanying note presented were prepared
by management of the City. The schedule and note are presented as intended by the City.



CITY OF MISHAWAKA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2014

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
Community Development 14.218 B11MC180017 $ 498
Community Development 14.218 B12MC180017 5,283
Community Development 14.218 B13MC180017 375,757
Total - CDBG - Entitlement Grants Cluster 381,538
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 160,361
Total - CDBG - State-Administered CDBG Cluster 160,361
Total - Department of Housing and Urban Development 541,899
Department of Justice
JAG Program Cluster
Edward Byrne Memorial Justice Assistance Grant Program Direct
Police Equipment 16.738 2013DJBX0829 16,410
Total - JAG Program Cluster 16,410
Public Safety Partnership and Community Policing Grants Direct
Manpower 16.710 2010UMWX0116 113,327
Equitable Sharing Program Direct
Confiscated Funds 16.922 999 21,318
Total - Department of Justice 151,055
Department of Transportation
Highway Planning and Construction Cluster
Highway Planning and Construction Indiana Department of Transportation
Safe Routes to Schools 20.205 A249-14-320245 3,699
Added Travel Lanes on ST 1006 20.205 14805724 267,194
Total - Highway Planning and Construction Cluster 270,893
Highway Safety Cluster
State and Community Highway Safety Indiana Criminal Justice Institute
Highway Safety 20.600 2303 134,017
Highway Safety 20.600 3026 39,850
Total - State and Community Highway Safety 173,867
Alcohol Impaired Driving Countermeasures Incentive Grants |
Highway Safety St. Joseph County Prosecutor 20.601 1581 30,022
Highway Safety Indiana Criminal Justice Institute 20.601 3027 8,447
Highway Safety Indiana Criminal Justice Institute 20.601 2483 61,123
Total - Alcohol Impaired Driving Countermeasures Incentive Grants | 99,592
Total - Highway Safety Cluster 273,459
Total - Department of Transportation 544,352
Total federal awards expended $ 1,237,306

The accompanying note is an integral part of the Schedule of Expenditures of Federal Awards.
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CITY OF MISHAWAKA
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 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 statements. Accordingly, the amount
of federal awards expended is based on when the activity related to the award occurs.
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CITY OF MISHAWAKA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section | - Summary of Auditor's Results
Financial Statements:
Type of auditor's report issued: Unmodified

Internal control over financial reporting:

Material weaknesses identified? yes
Significant deficiencies identified? none reported
Noncompliance material to financial statements noted? yes

Federal Awards:
Internal control over major programs:
Material weaknesses identified? no
Significant deficiencies identified? none reported

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? no

Identification of Major Programs:

Name of Federal Program or Cluster

CDBG - Entitlement Grants 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 Il - Financial Statement Findings
FINDING 2014-001 - FINANCIAL TRANSACTIONS AND REPORTING

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

1. Financial Close and Reporting: The internal controls over the financial close and reporting
process were not effective to ensure complete and accurate financial statements. Some of
the deficiencies identified are as follows:

a. There was no indication of review or approval of documents prepared by employees

(financial software reports and capital asset documents) prior to submission to the
Consultant hired to compile the financial statements.

-12-



CITY OF MISHAWAKA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

b. There was no indication of review or approval of documents prepared by contractors
(receivable and payable schedules, budget schedules, pension data, investment data) prior
to submission to the Consultant hired to compile the financial statements.

c. There was no indication of review or approval of the Utility General Ledger and support-
ing documents prepared by employees prior to submission to the Consultant hired to compile
the financial statements.

d. There was no system in place to adequately review financial statements prepared by the
Consultant prior to their presentation for audit.

These deficiencies resulted in numerous modifications to the financial statements presented
for audit some of which included:

a. Financial information presented in the Management's Discussion and Analysis did not
always agree to the financial statements.

b. Initial drafts of the financial statements were incomplete and did not properly identify
major funds.

c. The Statement of Cash Flows for Utility funds included amounts that were not in agree-
ment with amounts presented in the Notes to Financial Statements.

d. The Notes to Financial Statements include some inaccuracies and omitted some
required disclosures.

e. Transfers were not recorded consistently in the City's financial software. Numerous
adjustments were required to correctly reflect these transactions in the financial statements.

f.  There were a significant number of draft versions of the financial statements and notes
presented for audit. These versions contained errors and omissions that were overlooked in
the review process.

2. Capital Assets: The City has not established proper controls over the determination of the
useful life for capital assets. There was no indication that the useful life determined by
employees was reviewed or approved.

3. Monitoring of Controls: An evaluation of the City's system of internal control has not been
conducted. The failure to monitor the internal control system places the City at risk that
controls may not be either designed properly or operating effectively to provide reasonable
assurance that controls will prevent, or detect and correct, material misstatements in a timely
manner. Additionally, the City has no process to identify or communicate corrective actions
to improve controls. Effective internal controls over financial reporting require the City to
monitor and assess the quality of the system of internal control.

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.
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CITY OF MISHAWAKA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

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)

FINDING 2014-002 - SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The City did not have a proper system of internal control in place to prevent, or detect and correct,
errors on the Schedule of Expenditures of Federal Awards (SEFA).

One individual gathers information, compiles, certifies, submits, and presents the SEFA for audit.
This lack of segregation of duties and lack of oversight resulted in the following material errors:

1. The Community Development Block Grants/Entitlement Grants, B13MC180017, CFDA
14.218, was understated by $76,217.

2. Federal grantor agencies and state pass-through agencies were incorrectly identified.

Audit adjustments were proposed, accepted by the City, and made to the SEFA presented in this
report.

The City should have proper controls in place over the preparation of the SEFA to ensure accurate
reporting of federal awards. Without a proper system of internal control in place that operates effectively,
material misstatements of the SEFA remained undetected.

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)

OMB Circular A-133, Subpart C, section .300 states in part: "The auditee shall: . . . (d) Prepare
appropriate financial statements, including the schedule of expenditures of Federal Awards in accordance
with section .310."

OMB Circular A-133, Subpart C, section .310(b) states in part:

"Schedule of expenditures of Federal awards. The auditee shall also prepare a schedule of
expenditures of Federal awards for the period covered by the auditee's financial statements.
While not required, the auditee may choose to provide information requested by Federal award-
ing agencies and pass-through entities to make the schedule easier to use. For example, when
a Federal program has multiple award years, the auditee may list the amount of Federal awards
expended for each award year separately. At a minimum, the schedule shall:

-14-



CITY OF MISHAWAKA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

(1) Listindividual Federal programs by Federal agency. For Federal programs included in
a cluster of programs, list individual Federal programs within a cluster of programs.
For R&D, total Federal awards expended shall be shown either by individual award or
by Federal agency and major subdivision within the Federal agency. For example, the
National Institutes of Health is a major subdivision in the Department of Health and
Human Services.

(2) For Federal awards received as a subrecipient, the name of the pass-through entity
and identifying number assigned by the pass-through entity shall be included.

(3) Provide total Federal awards expended for each individual Federal program and the
CFDA number or other identifying number when the CFDA information is not
available. . . ."

Section Il - Federal Award Findings and Questioned Costs

No matters are reportable.
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AUDITEE PREPARED DOCUMENTS

The subsequent documents were provided by management of the City. The documents are pre-
sented as intended by the City.
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CITY OF MISHAWAKA

DAVID A, WOOD, MAYOR ' 4 DEPARTMENT OF FINANCE
~ Rebecca S. Miller, Controller
Misti D. Horvath, Deputy Controller

August 13, 2015

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FINDING 2013-001 Reporting for Community Development Block Grants/Entitlement Grants
Original Assigned SBA Audit Report Number: B43925

Report Period: 1-1-13 to 12-31-13

Pass-Through Entity or Federal Grantor Agency: Department of Housing and Urban Development
Contact Person Responsibie for Corrective Action: Laura Raygoza

Contact Phone Number: 5§74-258-1625

Status of Audit Finding:

This issue has been resolved with no reoccurrences.

WilsecrtSINe e -
(Signature)
d )' veller

(Title

BA215

(Date)

City Hall » 600 East 3™ Street « Mishawaka, Indiana 46544
Telephone: (574) 258-1622 ¢ FAX (574) 258-1724 « www.mishawaka.in.gov
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CITY OF MISHAWAKA

DAVID A. WOOD, MAYOR DEPARTMENT OF FINANCE
Rebecca S. Miller, Controller
Misti D. Horvath, Deputy Controller

CORRECTIVE ACTION PLAN

FINDING 2014-001 ~ FINANCIAL TRANSACTIONS AND REPORTING

Contact Person Responsible for Corrective Action: Rebecca S. Miller
Contact Phone Number: 574-258-1622

Description of Corrective Action Plan:

1) The Controller or Deputy Controller will indicate her review and approval of
documents prepared by employees and contractors sent to the consultant by
initialing/dating the hard copies before scanning and emailing or revising the file
name by including her initials in the name before emailing.

The Controller will review and initial hard copies of financial statements and revise
the file names on all documents sent electronically.

2) The City follows the SBoA recommended useful life listing for assets. Internal
asset listing reports will be reviewed by the Controller prior to assets being
depreciated to review asset life assigned to new assets and projects. Controller
with initial the reports upon approval.

3) The City will have a formal evaluation and required training when the SBoA
provides personnel training materials in accordance with IC 5-11-1-27. The
Controller will have in place a system for internal control after this training.

Anticipated Completion Date:

1)2) Spring 2016 3) Fall 2016 .

o .
fo~12-1S

City Hall « 600 East 3™ Street » Mishawaka, Indiana 46544
Telephone: (574) 258-1622 ¢ FAX (574) 258-1724 « www.mishawaka.in.gov
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CITY OF MISHAWAKA

DAVID A. WOOD, MAYOR DEPARTMENT OF FINANCE
Rebecca S. Miller, Controller
Misti D. Horvath, Deputy Controller

CORRECTIVE ACTION PLAN

FINDING 2014-002 — SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Contact Person Responsible for Corrective Action: Rebecca S. Miller
Contact Phone Number: 574-258-1622

Description of Corrective Action Plan:

The Deputy Controller will monitor all federal grants for all departments and have files
on each grant in a central location. The Deputy Controller will work with the CDBG
Grant Manager to ensure that the CDBG grants are accounted for correctly. The
Controller will also review these files and the information inputted on the SEFA in

Gateway.

Names of federal grantor agencies and state pass-through agencies have been
updated on the SEFA and will carry over year to year.

Anticipated Completion Date:

December 2015

Cotec ConTrvolle
lo-]2—1S5

City Hall « 600 East 3™ Street ¢ Mishawaka, Indiana 46544
Telephone: (574) 258-1622 ¢« FAX (574) 258-1724 « www.mishawaka.in.gov
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OTHER REPORTS

In addition to this report, other reports may have been issued for the City. All reports can be found on
the Indiana State Board of Accounts' website: http://www.in.gov/sboa/.
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