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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
STATEMENT PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

TO: THE OFFICIALS OF THE TOWN OF CLARKSVILLE, CLARK 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 statement of the Town of Clarksville
(Town), for the year ended December 31, 2020, and the related notes to the financial statement, which
collectively comprise the Town's financial statement and have issued our report thereon dated December
14, 2021, wherein we noted the Town followed accounting practices the Indiana State Board of Accounts
prescribes rather than accounting principles generally accepted in the United States of America.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statement, we considered the Town'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 statement, but not for the
purpose of expressing an opinion on the effectiveness of the Town's internal control. Accordingly, we do
not express an opinion on the effectiveness of the Town's internal control.

A deficiency in internal control 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 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 Town's financial statement will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material weak-
nesses or significant deficiencies, and, therefore, material weaknesses or significant deficiencies may exist
that were not identified. We did identify certain deficiencies in internal control, described in the accom-
panying Schedule of Findings and Questioned Costs as items 2020-001 and 2020-002, that we consider
to be material weaknesses.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
STATEMENT PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(Continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town's financial statement is 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 items 2020-001 and 2020-002.

Town of Clarksville's Response to Findings

The Town's response to the findings identified in our audit is described in the accompanying
Corrective Action Plan. The Town's response was not subjected to the auditing procedures applied in the
audit of the financial statement, 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
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Town's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Town's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Paul D. Joyce, CPA
State Examiner

December 14, 2021
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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 COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

TO: THE OFFICIALS OF THE TOWN OF CLARKSVILLE, CLARK COUNTY, INDIANA

Report on Compliance for Each Major Federal Program

We have audited the Town of Clarksville's (Town) compliance with the types of compliance require-
ments described in the OMB Compliance Supplement that could have a direct and material effect on each
of its major federal programs for the year ended December 31, 2020. The Town'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 federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of the Town's major federal
programs 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 the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of com-
pliance 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 circum-
stances.

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 Town's compliance.

INDIANA STATE BOARD OF ACCOUNTS



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 THE UNIFORM GUIDANCE
(Continued)

Opinion on Each Major Federal Program

In our opinion, the Town complied, in all material respects, with the types of compliance require-
ments referred to above that could have a direct and material effect on each of its major federal programs
for the year ended December 31, 2020.

Report on Internal Control over Compliance

Management of the Town 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 Town's internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effec-
tiveness of internal control over compliance. Accordingly, we do not express an opinion on the effec-
tiveness of the Town'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 defi-
ciency, or combination 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 compliance, 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 com-
pliance 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 weak-
nesses 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 the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.
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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 THE UNIFORM GUIDANCE
(Continued)

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statement of the Town, as of and for the year ended December 31,
2020, and the related notes to the financial statement. We issued our report thereon dated December 14,
2021, which contained a dual opinion on the financial statement. An adverse opinion was issued regarding
the presentation in accordance with U.S. Generally Accepted Accounting Principles, and an unmodified
opinion was issued regarding the presentation in accordance with the Regulatory Basis of Accounting. Our
audit was conducted for the purpose of forming an opinion on the financial statement as a whole. The
accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis
as required by the Uniform Guidance and is not a required part of the financial statement. 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 statement. The information has been subjected to the
auditing procedures applied in the audit of the financial statement and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statement or to the financial statement itself, 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 financial statement as a whole.

Paul D. Joyce, CPA
State Examiner

December 14, 2021
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND ACCOMPANYING NOTES

The Schedule of Expenditures of Federal Awards and accompanying notes presented were
approved by management of the Town. The schedule and notes are presented as intended by the Town.
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TOWN OF CLARKSVILLE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2020

Pass-Through

Federal Entity (or Other) Total
Federal Grantor Agency CFDA Identifying Passed Through Federal Awards
Cluster Title/Program Title/Project Title Pass-Through Entity or Direct Grant Number Number to Subrecipient Expended
Department of Housing and Urban Development
COVID-19 - Community Development Block Grants/State's
Program and Non-Entitlement Grants in Hawaii Office of Community and Rural Affairs 14.228
CDBG OCRA GRANT CV-CV1-118 $ 250,000
CDBG OCRA GRANT CV-CV1-204 177,500
Total - Department of Housing and Urban Development 427,500
Department of Justice
Equitable Sharing Program Direct Grant 16.922
NR POL FED SEIZED/JUSTICE 2020 175,766
Total - Department of Justice 175,766
Department of Transportation
Highway Planning and Construction Cluster
Highway Planning and Construction Indiana Department of Transportation 20.205
FED GRANT L&C TRAIL DES.NO. 0200120 5,158
SIGN INVENTORY AND UPGRADE DES NO. 1173187 18,956
BMR PHASE | DES NO. 1401350 89,702
MONTGOMERY AVE BIKE/PED FACILITIES DES NO. 1801597 90,536
RIVERSIDE DRIVE DES NO: 1700725 140,795
Total - Highway Planning and Construction Cluster 345,147
Total - Department of Transportation 345,147
Department of the Treasury
COVID-19 - Coronavirus Relief Fund Indiana Finance Authority 21.019
COVID CARES GRANT 2020 701,499
Total - Department of the Treasury 701,499
Environmental Protection Agency
Brownfields Multipurpose, Assessment, Revolving Loan
Fund, and Cleanup Cooperative Agreements Direct Grant 66.818
EPA BROWNFIELDS GRANT 2019 215,054
Total - Environmental Protection Agency 215,054
Total federal awards expended $ 1,864,966

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




TOWN OF CLARKSVILLE
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1. Summary of Significant Accounting Policies
A. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (SEFA) includes the federal
grant activity of the Town under programs of the federal government for the year ended
December 31, 2020. The information in the SEFA is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Because the SEFA presents only a select portion of the operations of the Town,
it is not intended to and does not present the financial position of the Town.

B. Other Significant Accounting Policies

Expenditures reported on the SEFA are reported on the cash basis of accounting. Such
expenditures are recognized following, as applicable, either the cost principles in OMB
Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, or the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures are not
allowed or are limited as to reimbursement. When federal grants are received on a reim-
bursement basis, the federal awards are considered expended when the reimbursement is
received.

Note 2. Indirect Cost Rate

The Town has elected not to use the 10 percent de minimis indirect cost rate allowed under the
Uniform Guidance.
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section I - Summary of Auditor’s Results
Financial Statement:

Type of auditor's report issued: Adverse as to GAAP; Unmodified
as to Regulatory Basis

Internal control over financial reporting:

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

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

Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)? no

Identification of Major Programs and type of auditor's report issued on compliance for each:

CFDA Opinion

Number Name of Federal Program or Cluster Issued
Highway Planning and Construction Cluster Unmodified

21.019 COVID-19 - Coronavirus Relief Fund Unmodified

Dollar threshold used to distinguish between Type A and Type B programs: $750,000

Auditee qualified as low-risk auditee? no

Section Il - Financial Statement Findings
FINDING 2020-001

Subject: Preparation of the Schedule of Expenditures of Federal Awards
Audit Findings: Material Weakness, Noncompliance

Repeat Finding

This is a repeat finding from the immediately prior audit report. The prior audit finding number was
2019-001.

Condition and Context
The Town had not established effective internal controls over the federal award information entered

into the Indiana Gateway for Government Units (Gateway) financial reporting system, which was the source
of the Town's Schedule of Expenditures of Federal Awards (SEFA).
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

The Town failed to properly review the federal grant information prepared and submitted in
Gateway. The Chief Deputy Clerk-Treasurer completed and input the federal award information into
Gateway. The information was then reviewed by the Clerk-Treasurer, Town Manager, and Department
Head prior to submission through Gateway; however, the internal control was not effective and did not
detect and allow correction of errors prior to submission.

Due to the lack of effective internal controls, the SEFA presented for audit included the following

errors:
1. Three grants within the Highway Planning and Construction Cluster were overstated by a
total of $99,614.
2. One grant within the Highway Planning and Construction Cluster was omitted for $18,956.
3. Not all CFDA program names and identifying numbers were correct or listed, and the
amount of federal loans outstanding was incorrect.
Audit adjustments were proposed, accepted by the Town, and made to the SEFA presented in this
report.
Criteria

The Indiana State Board of Accounts (SBOA) is required under Indiana Code 5-11-1-27(e) to define
the acceptable minimum level of internal control standards. To provide clarifying guidance, the State
Examiner compiled the standards contained in the manual, Uniform Internal Control Standards for Indiana
Political Subdivisions. All political subdivisions subject to audit by SBOA are expected to adhere to these
standards. The standards include adequate control activities. According to this manual:

"Control activities are the actions and tools established through policies and procedures that
help to detect, prevent, or reduce the identified risks that interfere with the achievement of
objectives. Detection activities are designed to identify unfavorable events in a timely manner
whereas prevention activities are designed to deter the occurrence of an unfavorable event.
Examples of these activities include reconciliations, authorizations, approval processes, perfor-
mance reviews, and verification processes.

An integral part of the control activity component is segregation of duties. . . .
There is an expectation of segregation of duties. If compensating controls are necessary, doc-
umentation should exist to identify both the areas where segregation of duties are not feasible
or practical and the compensating controls implemented to mitigate the risk. . . ."
2 CFR 200.303 states in part:
"The non-Federal entity must:
(a) Establish and maintain effective internal control . . ."
2 CFR 200.62 states in part:
“Internal control over compliance requirements for Federal awards means a process imple-

mented by a non-Federal entity designed to provide reasonable assurance regarding the
achievement of the following objectives for Federal awards:
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

(a) Transactions are properly recorded and accounted for, in order to:
(1) Permit the preparation of reliable financial statements . . ."
2 CFR 200.508 states in part:
"The auditee must: . . .

(b) Prepare appropriate financial statements, including the schedule of expenditures of
Federal awards in accordance with § 200.510 Financial statements. . . ."

2 CFR 200.510(b) states:

"Schedule of expenditures of Federal awards. The auditee must also prepare a schedule of
expenditures of Federal awards for the period covered by the auditee's financial statements
which must include the total Federal awards expended as determined in accordance with
§ 200.502 Basis for determining Federal awards expended. While not required, the auditee
may choose to provide information requested by Federal awarding agencies and pass-through
entities to make the schedule easier to use. For example, when a Federal program has multiple
Federal award years, the auditee may list the amount of Federal awards expended for each
Federal award year separately. At a minimum, the schedule must:

(1) Listindividual Federal programs by Federal agency. For a cluster of programs, provide
the cluster name, list individual Federal programs within the cluster of programs, and
provide the applicable Federal agency name. For R&D, total Federal awards
expended must be shown either by individual Federal 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 must 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.
For a cluster of programs also provide the total for the cluster.

(4) Include the total amount provided to subrecipients from each Federal program.

(5) For loan or loan guarantee programs described in § 200.502 Basis for determining
Federal awards expended, paragraph (b), identify in the notes to the schedule the
balances outstanding at the end of the audit period. This is in addition to including the
total Federal awards expended for loan or loan guarantee programs in the schedule.

(6) Include notes that describe that significant accounting policies used in preparing the
schedule, and note whether or not the auditee elected to use the 10% de minimis cost
rate as covered § 200.414 Indirect (F&A) costs."

Cause

Management had not established an effective system of internal controls that would have ensured
proper reporting of the SEFA.
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Effect

Without a proper system of internal controls in place that operated effectively, material misstate-
ments of the SEFA remained undetected. The SEFA contained the errors identified in the Condition and
Context.

Views of Responsible Officials

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report.

FINDING 2020-002

Subject: Financial Transactions and Reporting
Audit Findings: Material Weakness, Noncompliance

Repeat Finding

This is a repeat finding from the immediately prior audit report. The prior audit finding number was
2019-002.

Condition and Context

There were several deficiencies in the internal control system of the Town related to financial trans-
actions and reporting:

1. Internal controls over the monthly reconcilement of the depository balances to the financial
records were not effective. Monthly reconcilements of the Town funds to the depository
balances were performed by designated employees and reviewed and approved by
someone other than the person who prepared the monthly reconcilement. However,
reconciling items and variances between the depository balance and the financial records
were not investigated and corrected timely. The following items were noted:

e In December 2020, a receipt in the amount of $68,760 was incorrectly recorded to a
dormant fund. The error was not detected, and a duplicate receipt was issued to the
correct fund, resulting in the overstatement of receipts and the cash balance at year
end. The error went undetected, and an erroneous balance was still reflected in the
financial records as of December 2021.

e Depository reconcilements for the 3rd Party Insurance fund were not properly per-
formed. Items were identified as reconciling items for which there was no documen-
tation to support the amount.

o When performing the December depository account reconcilement related to monies
associated with an asset management account, the balance used in the reconcilement
was the balance of the investment funds reported as of June 30, 2020, instead of
December 31, 2020. As a result, the interest earned on the investment of $18,911 was
not identified and recorded.
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

2. Internal controls were not in place to ensure all financial activity of the Town was properly
recorded in the financial records in a timely manner. As a result, the following errors were
noted:

e Sewer liens received in the amount of $182,305 in December 2020 were not recorded
to the records until the end of January 2021.

e In October 2020, the Town received $150,704 for reimbursement of bond issuance
costs; however, the amount was not recorded to the financial records until March 2021.

¢ In October 2020, bond proceeds were received in the amount of $20,362,685, but were
not recorded to the financial records until December 2020.

o Disbursements were not recorded to the financial records with the date of the actual
payment, resulting in activity being recorded in the wrong accounting period. State
payroll taxes were being recorded at the end of each month; however, the actual
payment was not being made until the subsequent month. Retirement and insurance
benefits were recorded on December 28, 2020, and December 29, 2020; however, the
actual payments were not made until January 4, 2021, and January 5, 2021. This
resulted in disbursements totaling $82,246 being recorded in the wrong accounting
period.

o Disbursements were not recorded to the financial recordsin a timely manner.
The following disbursements were recorded approximately a month after the activity
occurred:

o Adisbursement made on February 11, 2020, in the amount of $1,411,655, was
not recorded until March 17, 2020.

o A disbursement made on May 20, 2020, in the amount of $815,523, was not
recorded until June 30, 2020.

o A disbursement made on September 3, 2020, in the amount of $1,420,054,
was not recorded until October 13, 2020.

e Financial activity associated with the Town Court was not recorded timely, nor were
proper internal controls in place to ensure the amounts reported were accurate. As a
result, the Town Court Operating fund beginning cash balance was overstated by
$69,965; receipts were understated by $301; disbursements were understated by
$2,704; and the ending cash balance was overstated by $72,368.

3. Internal controls were not in place to ensure the depository account balance had sufficient
funds available for checks issued on the account. As a result, the following item was noted:

e During December 2020, the Park depository bank account was overdrawn on two
different occasions. The overdrawn depository balances were the result of the Town
not making timely transfers of property tax distributions owed to the Park that had been
electronically deposited in the Town's general operating bank account. Overdraft fees
in the amount of $50 were incurred, but subsequently refunded by the financial insti-
tution.
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

4. Internal controls were not in place to ensure disbursements were properly documented.
As a result, the following items were noted:

e Disbursements were made from the TAXABLE ECON DEV REV PROJECT BONDS
2020 escrow funds in the amount of $359,787 and $339,330 in March 2020 and
October 2020, respectively, that did not contain proper documentation to support the
amount expended.

The lack of internal controls and noncompliance were systemic issues throughout the audit period.
Criteria

The Indiana State Board of Accounts (SBOA) is required under Indiana Code 5-11-1-27(e) to define
the acceptable minimum level of internal control standards. To provide clarifying guidance, the State
Examiner compiled the standards contained in the manual, Uniform Internal Control Standards for Indiana
Political Subdivisions. All political subdivisions subject to audit by SBOA are expected to adhere to these
standards. The standards include adequate control activities. According to this manual:

"Control activities are the actions and tools established through policies and procedures that
help to detect, prevent, or reduce the identified risks that interfere with the achievement of
objectives. Detection activities are designed to identify unfavorable events in a timely manner
whereas prevention activities are designed to deter the occurrence of an unfavorable event.
Examples of these activities include reconciliations, authorizations, approval processes, perfor-
mance reviews, and verification processes.

An integral part of the control activity component is segregation of duties. . . .

There is an expectation of segregation of duties. If compensating controls are necessary, doc-
umentation should exist to identify both the areas where segregation of duties are not feasible
or practical and the compensating controls implemented to mitigate the risk. . . ."

Indiana Code 5-11-1-4(a) states:

"The state examiner shall require from every audited entity 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."

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 pro-
vided by the respective depositories."

All financial transactions pertaining to the unit must be recorded in the records of the unit at the
time of the transactions. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns,
Chapter 1)

All documents and entries to records must be made in a timely manner to ensure that accurate
financial information is available to allow the unit to make informed management decisions and to help
ensure compliance with IC 5-15-1-1. (Accounting and Uniform Compliance Guidelines Manual for Cities
and Towns, Chapter 1)
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

At all times, the manual and/or computerized records, subsidiary ledgers, control ledgers, and
reconciled bank balance must agree. If the reconciled bank balance is less than the subsidiary or control
ledgers, the amount needed to balance may be the personal obligation of the responsible official or
employee. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 1)

Officials and employees have the duty to pay claims and remit taxes in a timely fashion. Failure to
pay claims or remit taxes in a timely manner could be an indicator of serious financial problems which
should be investigated by the unit. Additionally, officials and employees have a responsibility to perform
duties in a manner which would not result in any unreasonable fees being assessed against the unit. Any
penalties, interest, or other charges paid by the unit may be the personal obligation of the responsible
official or employee. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns,
Chapter 1)

Supporting documentation such as receipts, canceled checks, tickets, invoices, bills, contracts, and
other public records must be available for examination to provide supporting information for the validity and
accountability of monies disbursed. Payments without supporting documentation may be the personal

obligation of the responsible official or employee. (Accounting and Uniform Compliance Guidelines Manual
for Cities and Towns, Chapter 1)

Indiana Code 5-11-10-1.6 states in part:

"...(b) Asused in this section, 'claim' means a bill or an invoice submitted to a governmental
entity for goods or services.

(c) The fiscal officer of a governmental entity may not draw a warrant or check for payment
of a claim unless:

(1) there is a fully itemized invoice or bill for the claim;
(2) the invoice or bill is approved by the officer or person receiving the goods and services;
(3) the invoice or bill is filed with the governmental entity's fiscal officer;

(4) the fiscal officer audits and certifies before payment that the invoice or bill is true and
correct; and

(5) payment of the claim is allowed by the governmental entity's legislative body or the
board or official having jurisdiction over allowance of payment of the claim. . . ."

Cause

Management of the Town had not established an effective system of internal controls that would
have ensured proper recording of transactions and reporting.

Effect

Without a proper system of internal controls in place that operated effectively, misstatements
occurred and remained undetected.

Views of Responsible Officials

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report.
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TOWN OF CLARKSVILLE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Section Ill - 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 Town. The documents are
presented as intended by the Town.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FINDING 2019-001

Fiscal year in which the finding initially occurred: 2019

Status of Audit Finding:

The Clerk-Treasurer’s office developed a grant worksheet containing information compiled by the
office with amounts that are to be reported on the Schedule of Expenditures of Federal Awards.
The worksheet is provided to each department grant administrator for review and certification as to
the accuracy of the information. Completed worksheets are then reviewed by the Town Manager
and the Clerk-Treasurer. In addition to the completion of the grant worksheet, the Town is working
on providing additional training to staff on the grant programs due to continued errors in reporting
federal financial activity.

FINDING 2019-002
Fiscal year in which the finding initially occurred: 2019

Status of Audit Finding:

Bank reconciling items and variances are now being investigated and corrected upon determination
of reason for the variance. Variances are clearly marked on the front of the reconciliation worksheet
with corrective action to be taken where applicable.

Corrections were made to the financial records for erroneous transactions recorded in May 2017.
The Clerk-Treasurer’'s office is continuing to work on developing procedures to ensure financial
activity is recorded timely and proper documentation is obtained from Town departments to properly
recorded the financial activity.

Investment activity for the wastewater constructions bonds and storm water bond are now being

properly recorded. Due to changes in the preparation of the investment trust statements, there had
been a misunderstanding regarding the actual activity to be recorded.
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CORRECTIVE ACTION PLAN

FINDING 2020-001

Contact Person Responsible for Corrective Action: Sherry Lockard
Contact Phone Number: 812-283-1500

View of Responsible Official: We concur with the finding.

Due to this being a repeat finding, the Town will institute training for all involved with the grants.
The Clerk-Treasurer’s office will suggest forming a committee and create guidelines to follow. Due
to the heavy workload of all department heads, the Clerk-Treasurer’s office will suggest hiring a
grant coordinator due to the large amount of federal funds coming through the Town.

Anticipated Completion Date: June 30, 2022
FINDING 2020-002

Contact Person Responsible for Corrective Action: Sherry Lockard
Contact Phone Number: 812-283-1500

View of Responsible Official: We concur with the finding.

The Clerk-Treasurer’s office will perform a monthly combined bank reconciliation for all funds to
the depository account balances. For the Insurance bank account, reconciliation procedures will
be reviewed, and proper documentation shall be obtained to support all reconciling items.
Information will be obtained of all voided checks, reissued check, and refunds to ensure activity is
properly reflected in the financial records related to the insurance account. Additional training will
be provided to personnel to ensure bank reconciliation information is being properly performed
and personnel are properly reviewing the reconcilements.

Correction was made on December 09, 2021 to eliminate the erroneous receipt of $68,760 when it
was brought to our attention.

The Clerk-Treasurer’s office will continue to work on developing procedures to ensure financial
activity is recorded in a timely manner and on the date of the activity.

Depository account balances will be reviewed prior to the issuance of checks to ensure sufficient
funds are available.

The Clerk-Treasurer’s Office will provide guidance on what departments need to include with their
claims and ensure proper documentation is received prior to disbursements being made.

Anticipated Completion Date: June 30, 2022
1
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OTHER REPORTS

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