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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 CITY OF MICHIGAN CITY, LAPORTE 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 City of Michigan City
(City), for the year ended December 31, 2021, and the related notes to the financial statement, which col-
lectively comprise the City's financial statement and have issued our report thereon dated September 26,
2022, wherein we noted the City followed accounting practices the Indiana State Board of Accounts pre-
scribes rather than accounting principles generally accepted in the United States of America.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statement, we considered the City's internal
control over financial reporting (internal control) as a basis for designing audit procedures that are appro-
priate 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 City's internal control. Accordingly, we do
not express an opinion on the effectiveness of the City'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 City'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 accompa-
nying Schedule of Findings and Questioned Costs as item 2021-001, that we consider to be material
weaknesses.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City'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 no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
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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)

City of Michigan City's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City's
response to findings identified in our audit and described in the accompanying Schedule of Findings and
Questioned Costs. The City's response to the findings identified in our audit is described in the accompa-
nying Corrective Action Plan. The City'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 City'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 City's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

/4] \ i
T Halle,

Beth Kelley, CPA, CFE
Deputy State Examiner

September 26, 2022
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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 CITY OF MICHIGAN CITY, LAPORTE COUNTY, INDIANA

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited the City of Michigan City's (City) 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, 2021. 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.

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, 2021.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America (GAAS); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States (Government
Auditing Standards); 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). Our responsibilities under those standards and the Uniform Guidance are further
described in the Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the City and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major
federal program. Our audit does not provide a legal determination of the City's compliance with the com-
pliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the require-
ments of laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to
the City's federal programs.
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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)

Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
on the City's compliance based on our audit. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS,
Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance
when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Noncompliance with the compliance requirements referred to above is
considered material, if there is a substantial likelihood that, individually, or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about the City's compliance
with the requirements of each major federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the City's compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of the City's internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances 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 effectiveness of the City's internal
control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other mat-
ters, the planned scope and timing of the audit and any significant deficiencies and material weaknesses
in internal control over compliance that we identified during the audit.

Report on 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.
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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)

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor's Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant deficien-
cies in internal control over compliance. Given these limitations, during our audit we did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above. However, material weaknesses or significant deficiencies in internal control over compliance may
exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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.

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

We have audited the financial statement of the City, as of and for the year ended December 31,
2021, and the related notes to the financial statement. We issued our report thereon dated September 26,
2022, which contained a dual opinion on the financial statement. An adverse opinion was issued regarding
the presentation in accordance with accounting principles generally accepted in the United States of
America, and an unmodified opinion was issued regarding the presentation in accordance with the
regulatory basis of accounting. Our audit was performed 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.

u{.’] i '
./

Beth Kelley, CPA, CFE
Deputy State Examiner

September 26, 2022
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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 City. The schedule and notes are presented as intended by the City.
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CITY OF MICHIGAN CITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2021

Pass-Through

Assistance  Entity (or Other) Total
Federal Grantor Agency Listings Identifying Passed Through  Federal Awards
Cluster Title/Program Title/Project Title Pass-Through Entity or Direct Grant Number Number to Subrecipient Expended
Department of Commerce
Coastal Zone Management Administration Awards Indiana Department of Natural Resources 11.419
Stay on Designated Trail Signs CZ256sg $ - 8 619
Litter Containment Program Cz257 - 1,156
Cheney Run Recreation Amenities Study Cz857 - 8,257
Old Lighthouse Restoration CZ840 - 46,701
Total - Department of Commerce - 56,733
Department of Housing and Urban Development
CDBG - Entitlement Grants Cluster
Community Development Block Grants/Entitlement Grant Direct Grant 14.218
CDBG 2015 B-15-MC-180022 - 2,500
CDBG 2017 B-17-MC-18022 - 21,500
CDGB 2018 B-18-MC-18022 - 10,735
CDBG 2019 B-19-MC-18022 17,582 115,796
CDBG 2020 B-20-MC-18022 54,058 54,058
Subtotal - Community Development Block Grant/Entitlement Grant 71,640 204,589
COVID-19 - Community Development Block Grant/Entitlement Grant B-20-MW-18-022 64,103 64,103
Total - CDBG - Entitlement Grants Cluster 135,743 268,692
Total - Department of Housing and Urban Development 135,743 268,692
Department of the Interior
Great Lakes Restoration Direct Grant 15.662
Cheney Run Wetland Project 0501.17.056316 - 142,609
Total - Department of the Interior - 142,609
Department of Transportation
Highway Planning and Construction Cluster
Highway Planning and Construction Indiana Department of Transportation 20.205
Singing Sands Lighthouse Trail Phase | DES #301165 - 62,916
Singing Sands Lighthouse Trail Phase Il DES #1500324 - 115,542
Singing Sands Lighthouse Trail Phase Ill DES #1601869 - 67,504
Total - Highway Planning and Construction Cluster - 245,962
Federal Transit Cluster
Federal Transit Formula Grants Direct Grant 20.507
COVID-19 - Federal Transit Formula Grants IN-2020-008-00 - 1,336,146
Total - Federal Transit Cluster - 1,336,146
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CITY OF MICHIGAN CITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2021

Pass-Through

Assistance  Entity (or Other) Total
Federal Grantor Agency Listings Identifying Passed Through  Federal Awards
Cluster Title/Program Title/Project Title Pass-Through Entity or Direct Grant Number Number to Subrecipient Expended
Highway Safety Cluster
State and Community Highway Safety Indiana Criminal Justice Institute 20.600
Impaired Driving and Unrestrained Occupants CHIRP-2021-0077 - 2,164
Total - Highway Safety Cluster - 2,164
Airport Improvement Program Direct Grant 20.106
AIP 21 3-18-0055-021 - 22,533
AIP 23 3-18-055-023 - 65,974
Subtotal - Airport Improvement Program - 88,507
COVID-19 - Airport Improvement Program 3-18-0055-022-2020 - 45,000
Total - Airport Improvement Program - 133,507
Total - Department of Transportation - 1,717,779
Department of the Treasury
COVID-19 - Coronavirus State and Local Fiscal Recovery Funds Direct Grant 21.027
Coronavirus Local Fiscal Relief FY 2021 - 1,691,042
Total - Department of the Treasury - 1,691,042
Environmental Protection Agency
Great Lakes Program Delta Institute 66.469
Cheney Run Wetland Project GLOOE02232-0 - 65,009
Beach Monitoring and Notification Program Implementation Grants Indiana Department of Environmental Management ~ 66.472
Beach Act Grant CU-10E73102 - 28,500
Brownfields Multipurpose, Assessment, Revolving Loan Fund,
and Cleanup Cooperative Agreements Direct Grant 66.818
Brownfield Grant BFO0OEO2417 - 87,221
Total - Environmental Protection Agency - 180,730
Total federal awards expended $ 135,743 $ 4,057,585

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




CITY OF MICHIGAN CITY
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 City under programs of the federal government for the year ended
December 31, 2021. 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 City, it
is not intended to and does not present the financial position of the City.

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 City has elected not to use the 10 percent de minimis indirect cost rate allowed under the
Uniform Guidance.
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CITY OF MICHIGAN CITY
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? no

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:

Assistance
Listings Opinion
Number Name of Federal Program or Cluster Issued

Federal Transit Cluster Unmodified
21.027 COVID-19 - Coronavirus State and Local Fiscal Recovery Funds Unmaodified

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 2021-001

Subject: Financial Transactions
Audit Finding: Material Weakness

Condition and Context
There were deficiencies in the internal control system of the City related to financial transactions of

the Water Department. There was a lack of segregation of duties as the City had not separated
incompatible activities related to receipts and disbursements of the Water Department.
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CITY OF MICHIGAN CITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

The Water Department maintained a manual ledger. The accountant posted all receipt and dis-
bursement transactions to the manual ledger. An oversight or review process had not been established to
ensure that receipt and disbursement transactions posted to the ledger were posted accurately and classi-
fied properly.

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, per-
formance 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. . . ."

Cause

Management of the City had not established a proper system of internal controls related to financial
transactions of the Water Department.

Effect

The failure to establish a system of internal controls could have enabled material misstatements or
irregularities to remain undetected.

Views of Responsible Officials

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

Section lll - 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
presented as intended by the City.
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Office of City Controller ~ Yvonne Hoffmaster, City Controller ~ Phone: 219 873-1404 ext. 2004 ~ email: yvonneh@emichigancity.com

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FINDING 2020-001

Fiscal year in which the finding initially occurred: 2020
Status of Audit Finding: Materially Complete
Description of Corrective Action Plan:

In 2020, the 2" Assistant Controller reconciles all the City bank accounts. The reconcilements are reviewed by the
Assistant Controller, initialed, and dated. This practice began in December 2020 and has continued into 2021 and will
continue going forward.

In 2021, the Water Department corrected its issue with the reconcilement of the Water Transfer bank account. Beginning
in September 2021, all the Water Department bank reconcilements will be forwarded to the City Controller’s Office for
review and upload to Gateway as required.

Beginning with the 2020 Annual Financial Report, the City Controller reviewed and signed and dated the report kept on
file in the Controller's Office. We did not, however, note who input the information. Effective with the 2021 AFR, in addition
to the Controller signing off on the review of the completed report, we will complete the attached form showing the staff
member who input the information and the date the information was entered.

The City’s bank reconcilements are performed timely, reviewed and uploaded to Gateway as required. The Water
Department bank reconcilements are not quite as timely as needed, and therefore are lagging with the upload to Gateway.
The Controller's Office is diligently working on getting the information timelier from the Water Department. An Annual
Financial Report Internal Control Document was created and completed along with the 2021 Annual Financial Report.

%ﬂ?w»(/ //%/;W
Yvonne Hoffmaster

City Controller
July 22, 2022

DUANE PARRY ~ MAYOR

City of Michigan City ~ City Hall ~ 100 East Michigan Blvd, Michigan City IN 46360
WEB ~ emichigancity.com
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Office of City Controller ~ Yvonne Hoffmaster, City Controller ~ Phone: 219 873-1404 ext. 2004 ~ email: yvonneh@emichigancity.com

CORRECTIVE ACTION PLAN

FINDING 2021-001

Contact Person Responsible for Corrective Action: Yvonne Hoffmaster
Contact Phone Number: 219 873-1404 Ext. 2004

Views of Responsible Official: We concur with the finding.

Description of Corrective Action Plan:

To bring the Water Department in compliance with our established internal controls, the Water Department
Superintendent will review and document the review all the manual entries to the general ledger entered by the
Accountant.

Anticipated Completion Date: | have been informed by the Water Department Superintendent that this process
will begin with the August 2022 entries.

%M{/ /%KW
Yvonne Hoffmaster
City Controller

City of Michigan City
September 22, 2022

DUANE PARRY ~ MAYOR

City of Michigan City ~ City Hall ~ 100 East Michigan Blvd, Michigan City IN 46360
WEB ~ emichigancity.com
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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/sboal/.
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