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        March 22, 2012 
 
 
Board of Directors 
City of Indianapolis  
200 E. Washington Street, Suite 2222 
Indianapolis, IN  46204 
 
 

We have reviewed the audit report prepared by KPMG, LLP, Independent Public Accountants, for 
the period January 1, 2008 to December 31, 2008.  In our opinion, the audit report was prepared in 
accordance with the guidelines established by the State Board of Accounts.  Per the Independent Public 
Accountants’ opinion, the financial statements included in the report present fairly the financial condition 
of the City of Indianapolis, as of December 31, 2008, and the results of its operations for the period then 
ended, on the basis of accounting described in the report. 

 
We call your attention to the thirty-three findings in the Single Audit Report, on pages 12 through 

47.  Thirteen of those findings represent deficiencies in internal control over financial reporting.  Nine of 
those thirteen findings represent material weaknesses.  The auditors have issued a qualified opinion on 
compliance with applicable requirements for three of the six major federal programs.   

 
The Independent Public Accountants’ report is filed with this letter in our office as a matter of 

public record. 
 
        STATE BOARD OF ACCOUNTS 
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July 21, 2009 

 

To the Honorable Mayor Greg Ballard, Members of the City-County Council, and Citizens of Indianapolis, Indiana 

 

I submit to you the Comprehensive Annual Financial Report (CAFR) of the City of Indianapolis (City) for the fiscal year ended 
December 31, 2008. The City is a component unit of the Consolidated City of Indianapolis – Marion County Reporting Entity. This report 
was prepared by the Office of Finance and Management (OFM). Responsibility for both the accuracy of the data presented and the 
completeness and fairness of the presentation, including all disclosures, rests with the Controller of the City of Indianapolis.  The data, as 
presented, is accurate in all material respects. It is presented in a manner designed to set forth the financial position and results of operations 
of the City. Disclosures necessary to enable the reader to gain the maximum understanding of the City's financial affairs are included.  

The CAFR conforms to the standards for financial reporting of the Governmental Accounting Standards Board (GASB) and the 
Government Finance Officers Association of the United States and Canada (GFOA). There are three main sections to this report. The 
Introductory Section includes this letter, the Certificate of Achievement for Excellence in Financial Reporting, a description of the 
government and related taxing districts, a list of elected officials, and the City’s organizational charts.  The Financial Section includes the 
independent auditors’ report, management’s discussion and analysis (MD&A), the basic financial statements for the City, and 
supplementary information. The Statistical Section includes selected financial and demographic information presented on a multi-year 
basis. The MD&A can be found beginning on page 3. 

The City is required to undergo an annual single audit in conformity with the provisions of the U.S. Office of Management and Budget 
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Information related to this single audit, including the 
schedule of federal financial assistance, findings and recommendations, and auditors’ reports on internal control and compliance with 
applicable laws and regulations, is included in a separate report. 

This report contains all funds of the City. The City operates under an elected Mayor and City-County Council (29 members) form of 
government. The City provides services in public safety, public works, health and welfare, cultural and recreation, urban 
redevelopment, housing, and economic development. The City operates public housing facilities and a waterworks facility. 

ECONOMIC CONDITION AND OUTLOOK  

In 2008, the economic development activity of the City of Indianapolis remained steady in spite of the economic downturn that 
currently exists in our nation. With the assistance from our partners at Indianapolis Economic Development Inc., the City secured 
commitments from 23 economic development related projects totaling more than $240 million in new private capital investments, over 
2,400 new jobs, and more than 4,000 retained jobs.    

Specifically, EnerDel chose to expand its lithium battery operations here in Indianapolis. EnerDel, a subsidiary of Ener1, Inc. (AMEX: 
HEV), develops and manufactures compact, high performance lithium-ion (Li-ion) batteries to power the next generation of hybrid and 
electric vehicles. Led by an experienced team of engineers and energy system experts, the company is building proprietary innovations 

















XV 

 
• The Indianapolis-Marion County Building Authority (the Authority) is a separate and distinct municipal corporation that acts as 

landlord for the City-County Building. The County pays 58% and the City pays 42% of the total lease rental. The Authority also 
has outstanding bonds payable from lease rentals (which are paid from taxes levied) from the County for the Marion County Jail 
expansion, and from the City for the central maintenance garage. Minor portions of Authority facilities are leased to other units of 
government and private parties. 

• The Indianapolis Public Transportation Corporation (IndyGo) is a separate and distinct municipal corporation with territory 
coterminous to the territory of the consolidated Civil City of Indianapolis. IndyGo provides public transportation service within the 
County. 

• The Indianapolis Marion County Public Library is a separate and distinct municipal corporation, the territory of which includes 
the property in Marion County, excluding the City of Beech Grove and the Town of Speedway. 

There are also several separate school districts in Marion County. In addition to the general obligation bonds of these school districts, 
various school building corporations have outstanding bonds payable from lease rentals (which are paid from taxes levied) from school 
districts for the lease of school buildings constructed by the building corporations. 

See page XVII for the Unigov Organization Chart and page XVIII for the consolidated City of Indianapolis Organization Chart. 

 

                          
 

 

 

 
NOTE: See Statistical Schedule 13 on pages 160, 161, and 162 of Part III of this annual report.  The assessed valuation figures are for March 1, 2007 valuations for 
taxes collectible in 2008. 
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NOTE: See Statistical Schedule 13 on pages 160, 161, and 162 of Part III of this annual report.  The assessed valuation figures are for March 1, 2007 valuations for 
taxes collectible in 2008. 
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KPMG LLP
Suite 1500 
111 Monument Circle
Indianapolis, IN  46204  

 
 
 

Independent Auditors’ Report 
 

Mr. David P. Reynolds, Controller and the Audit Committee 
City of Indianapolis, Indiana: 
 
We have audited the accompanying 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 Indianapolis, Indiana (City), a component unit of the Consolidated City of Indianapolis-
Marion County, as of and for the year ended December 31, 2008, which collectively comprise the City’s basic financial statements as listed in the table of 
contents. These financial statements are the responsibility of the City’s management. Our responsibility is to express opinions on these financial statements based 
on our audit. We did not audit the financial statements of the Indianapolis Housing Agency, an enterprise fund, and the discretely presented component unit, 
which represent 100 percent of the Indianapolis Housing Agency enterprise fund and 100 percent of the discretely presented component unit. Those financial 
statements were audited by other auditors whose report thereon has been furnished to us, and our opinion, insofar as it relates to the amounts included for the 
Indianapolis Housing Agency enterprise fund and the discretely presented component unit, is based solely on the report of the other auditors.   
 
We conducted our audit 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. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the City’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit and the report of the other auditors provides a 
reasonable basis for our opinions. 
 
In our opinion, based on our audit and the report of other auditors, the financial statements referred to above present fairly, in all material respects, the respective 
financial position 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 Indianapolis, Indiana, as of December 31, 2008, and the respective changes in financial position and, where 
applicable, cash flows thereof for the year then ended in conformity with U.S. generally accepted accounting principles.  
 
As discussed in note 1.X, the net assets of the Indianapolis Housing Agency enterprise fund and the discretely presented component unit as of January 1, 2008 
have been restated.  Also, as discussed in note 17, the City adopted the provisions of Governmental Accounting Standards Board (GASB) Statement No. 50, 
Pension Disclosures – an Amendment of GASB Statements No. 25 and 27 in 2008.  
 
In accordance with Government Auditing Standards, we have also issued our report dated July 21, 2009 on our consideration of the City’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose 
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of that report is to describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards and should be considered in assessing the results of our audit. 
 
The management’s discussion and analysis on pages 3 through 15, the budgetary comparison information and notes to required supplementary information on 
pages 93, 94, and 98 through 100, and the schedules of funding progress and employer contributions on pages 95 through 97 are not a required part of the basic 
financial statements but are supplementary information required by U.S. generally accepted accounting principles. We have applied certain limited procedures, 
which consisted principally of inquiries of management regarding the methods of measurement and presentation of the required supplementary information. 
However, we did not audit the information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s basic financial statements. The 
combining and individual fund financial statements and schedules ─ other supplementary information on pages 101 through 144 are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a whole. 
 
The information presented in the Introductory and the Statistical Sections is presented for purposes of additional analysis and is not a required part of the basic 
financial statements. Such information has not been subjected to the auditing procedures applied in the audit of the basic financial statements and accordingly, we 
express no opinion on them. 
 

 

Indianapolis, Indiana 
July 21, 2009 
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Revenues by Source – Governmental Activities

Investment 
earnings and 

miscellaneous
3%

Charges for 
services

24%

Grants and 
contributions

17%

Taxes
56%

Governmental activities.  Governmental activities increased the City’s net assets by $22.7 million compared to a decrease of $13.1 million in the prior year. 
Charges for services increased by $16.7 million primarily in the area of public works due to a 3% sewer rate increase that went into effect on January 1, 2008. 
There were two new income taxes, Local Option Income Tax and Public Safety Income Tax, which were approved in late 2007. These two new taxes created a 
0.65% increase in the overall personal income tax rate, which contributed to the $72 million increase in tax revenue for fiscal year 2008.  The City also 
recognized an increase in the unfunded postemployment benefit obligation of $13.0.  

Total expenses for governmental activities for 2008 were $815.2 million, a decrease of $28.9 million from the prior year mainly due to a $20.1 decrease in 
public safety expenditures. The decrease was due primarily to a large reduction in drop payments for police and firefighter retirees. In 2007, 119 police officers 
and firefighters retired compared to 11 police officers and firefighters in 2008. 

See page 23 for various other items contributing to the $22.7 million increase in net assets versus the $35.1 million increase in fund balances. 

The following charts provide the City’s governmental program revenues and expenses by function and revenues by source for 2008. As shown, public safety is 
the largest function in expense. General revenues such as property tax are not shown by program, but are included in the revenues by source chart to show their 
significance. Taxes are used to support program activities City-wide.  

Expenses and Program Revenues –
 Governmental Activities
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CITY OF INDIANAPOLIS 
Management’s Discussion and Analysis 
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Business-type activities.  For the Housing Agency, operating revenues were $3.9 million and operating expenses were $57.2 million including depreciation of 
$4.8 million. Nonoperating revenues included $51.4 million of intergovernmental revenues and $1.7 million of interest expense. Capital contributions were 
$10.9 million. Operating revenues for the Waterworks were primarily from the sale of water of $122.7 million. Capital contributions were $1.7 million. In 2008, 
$50.3 million was paid to a third-party contractor to operate the system. Other operating expenses included payments in lieu of taxes, increases in the 
outstanding liability for postretirement benefits, depreciation and amortization, and other miscellaneous costs totaling $43.9 million. Nonoperating expenses 
include $51.8 million for interest expense. 
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Fiduciary Funds 
 
 
The Fiduciary Funds are classified into two sub-groupings - Agency Funds and Pension Trust Funds.  Funds in this classification are used to account for assets held by the City in a fiduciary capacity.  Receipts and expenditures of 
each fund are governed by terms of trust indentures, statutes, ordinances, etc. 
 
The City maintains the following Fiduciary Funds: 
 
    
 PENSION TRUST FUNDS 
  
 Police -      to account for the (1) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Police and Firefighters Pension and Disability Fund 

(1977 Fund) pension plan and (2) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Fund and elected to convert to the 
benefit structure of the 1977 Fund 

  
 Firefighters -   to account for the (1) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Police and Firefighters Pension and Disability Fund 

pension plan and (2) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Fund and elected to convert to the benefit structure 
of the 1977 Fund 

 
 AGENCY FUNDS 
 
 Sanitation 15 Year Law -  to account for property owner assessment receipts held by the City as agent for city approved developer constructed sewer systems Barrett Law projects, with construction  
     costs repaid by the property owners over a period not to exceed 15 years 
 
 UAL Personal Property -  to account for amounts received, that in accordance with the related bond indenture, are to transferred to the debt service for the Indianapolis Airport Authority Special Facility 

Revenue Bonds of 1995 
 
 E-911 Allocation -   to account for assets, obligations, and activities of the E-911 dispatch programs 
  
 DPS Retiree Health Insurance -  to account for assets, obligations, and activities of certain Police and Firefighter Retiree Health Insurance costs 
 
 IPD Confiscated Cash -  to account for assets, obligations, and activities of amounts which have been confiscated pending final court disposition 
 
 Other -    to account for all contractor receipts for sanitary Barrett Law project engineering fees held by the City as agent for engineer payment upon project acceptance and for franchise 

security deposits held by the City as agent for franchised performance 
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated City of Indianapolis – Marion County)

Schedule of Expenditures of Federal Awards

For the year ended December 31, 2008
Amount

passed through Total
CFDA to federal

Federal grantor/pass-through grantor Pass-through grantor number Program title number subrecipients expenditures

U.S. Department of Agriculture:
Indiana State Department of Education N/A Summer Food Service Program for Children 10.559 $ —    384,612                 

Total U.S. Department of Agriculture —    384,612                   
U.S. Department of Housing and Urban Development:

Homeownership Zone Grant 14.179 —    2,452                     
Community Development Block Grants / Entitlement Grants 14.218 5,356,279          10,773,732            
Emergency Shelter Grants Program 14.231 360,201             380,476                 
Supportive Housing Program 14.235 1,767,988 1,796,827              
Shelter Plus Care 14.238 1,052,136          1,052,136              
Home Investment Partnerships Program 14.239 2,502,040          2,834,336              
Housing Opportunities for Persons with AIDS 14.241 759,948             781,530                 

 Total U.S. Department of Housing and Urban Development 11,798,592          17,621,489              
U.S. Department of Interior:

U.S.  Fish and Wildlife Service 301815J078: Mod #1, Mod #2, Mod #3 Fish and Wildlife Management Assistance 15.608 —    7,771                     
U.S.  Fish and Wildlife Service 301810J026 North American Wetlands Conservation Fund 15.623 —    96,068                   

Urban Park and Recreation Recovery Program 15.919 —    8,018                     

Total U.S. Department of Interior —    111,857                   
U.S. Department of Justice:

Federal Equitable Share Law Enforcement 16.XXX —    958,445                 
Alcohol Tobacco and Firearms Joint Operations 16.XXX —    35,552                   
USM Overtime 16.XXX —    4,634                     
DEA Overtime 16.XXX —    12,536                   
FBI Overtime 16.XXX —    45,537                   
Safe Streets Gang Initiative 16.XXX —    10,537                   

Total 16.XXX —    1,067,241                
Services for Trafficking Victims 16.320 73,910                 265,191                   

Marion County Justice Agency 2005-JB-FX-0039, 2006-JB-FX-0024 Juvenile Accountability Block Grants 16.523 —    18,672                   
Indiana State Police 2003 MCCXK002 Missing Children’s Assistance 16.543 —    (2,561)                    

Gang-Free Schools and Communities-Community-Based
Gang Intervention 16.544 —    (100)                       

National Institute of Justice Research, Evaluation, and
Development Project Grants 16.560 —    85,567                   

Indiana Criminal Justice Agency 05VA158, 04VA160, 05VA143, 06VA132,
5ST308, 05VA083, and 06VA096 Crime Victim Assistance 16.575 —    178,584                 

Indiana Criminal Justice Agency 04-DB-0949, 02-DB-060, 03-DB-072 Edward Byrne Memorial Formula Grant Program 16.579 —    1,105                     
Marion County Justice Agency 05-DJ-068 Edward Byrne Memorial Formula Grant Program 16.579 —    (7,848)                    

Total 16.579 —    (6,743)                      
Grants to Encourage Arrest Policies and Enforcement of

Protection Orders 16.590 310,041             400,590                 
Local Law Enforcement Block Grant Program 16.592 —    4,063                     

Community Capacity Development Office 16.595 65,554               244,284                 
Bulletproof Vest Partnership Program 16.607 —    15,280                   

Indiana Criminal Justice Agency 03-GPS-019, 03-GPS-022 Community Prosecution and Project Safe Neighborhoods 16.609 —    176,494                 
Indiana Criminal Justice Agency  03-GPS-021 State and Local Anti-Terrorism Training 16.614 —    1,594                     

Public Safety Partnership and Community Policing Grants 16.710 —    4,520                     
Gang Resistance Education and Training 16.737 —    121,700                 

(continued)
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated City of Indianapolis – Marion County)

Schedule of Expenditures of Federal Awards

For the year ended December 31, 2008
Amount

passed through Total
CFDA to federal

Federal grantor/pass-through grantor Pass-through grantor number Program title number subrecipients expenditures

Edward Byrne Memorial Justice Assistance Grant Program 16.738 $ —    1,474,606              
Marion County Auditor 2007-DJ-BX-0018 Edward Byrne Memorial Justice Assistance Grant Program 16.738 —    (58,834)                  
Indiana Criminal Justice Agency 05DJ017, 06DJ055, 05DJ087 Edward Byrne Memorial Justice Assistance Grant Program 16.738 —    94,511                   

Total 16.738 —    1,510,283                
Indiana Criminal Justice Agency 06AGS001 Anti-Gang Initiative 16.744 —    37,248                     

Total U.S. Department of Justice 449,505               4,121,907                

U.S. Department of Transportation

Indiana Department of Transportation 0600068, 0710069, 0600790 Highway Planning and Construction 20.205 —    2,871,058              
Indiana Department of Transportation 03C1090P Federal Transit – Capital Investment Grants 20.500 —    148,667                 

Highway Planning and Construction Cluster:
Indiana Criminal Justice Agency  PT-06-04-07-42 State and Community Highway Safety 20.600 —    (3,756)                    

154HE2007080102, PT-08-04-01-06, 302BC9, 
Marion County Prosecutor and PT-08-04-01-07 State and Community Highway Safety 20.600 —    299,627                 

Total 20.600 —    295,871                   
Alcohol Traffic Safety and Drunk Driving Prevention 

Indiana Criminal Justice Agency K4-2009-03-03-20, 154AL-07-02-02-06 Incentive Grants 20.601 —    196,236                 
Alcohol Traffic Safety and Drunk Driving Prevention

Marion County Prosecutor K4-2009-03-02-05, 302BC9 Incentive Grants 20.601 —    129,656                 
Total 20.601 —    325,892                   

Total U.S. Department of Transportation —    3,641,488                
U.S. Department of Treasury:

Alcohol Tobacco and Firearms Joint Operations 21.XXX —    73,616                   
Immigration and Customs Joint Operations 21.XXX —    66,081                   
Drug Enforcement Agency Task Force Joint Operation 21.XXX —    36,131                   
Federal Bureau Investigations Joint Operations 21.XXX —    78,883                   
Gang Task Force FBO Joint Operations 21.XXX —    77,201                   

Total 21.XXX —    331,912                   
Taxpayer Service 21.003 21,931                 21,931                     

Total U.S. Department of Treasury 21,931                 353,843                   

Environmental Protection Agency:
Indiana Department of Environmental Management 305-05-3, A305-6-168 Air Pollution Control Program Support 66.001 —    387,693                 

Surveys, Studies, Research, Investigations, Demonstrations and 
Special Purpose Activities Relating to the Clean Air Act 66.034 —    87,300                   

Indiana Department of Environmental Management A305-6-168 Surveys, Studies, Research, Investigations, Demonstrations and 
Special Purpose Activities Relating to the Clean Air Act 66.034 —    93,346                   

Total 66.034 —    180,646                   
CS18223301, CS18230501, CS18235801, CS18241201,

Indy 6-2004 B, WW0501497, WW12/5 Indy Loan
State of Indiana Budget Agency #8, Indy Loan 9, Indy Loan 10 Capitalization Grants for Clean Water State Revolving Funds 66.458 —    22,200,340            

Brownfields Assessment and Cleanup Cooperative Agreements 66.818 —    84,973                   
Total Environmental Protection Agency —    22,853,652              

U.S. Department of Education:
Indianapolis Public Schools U215J080108A Twenty-First Century Community Learning Centers 84.287 —    138,899                 

National Institute on Early Childhood Development and Education 84.307 —    720                        
Total U.S. Department of Education —    139,619                   

(continued)
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated City of Indianapolis – Marion County)

Schedule of Expenditures of Federal Awards

For the year ended December 31, 2008
Amount

passed through Total
CFDA to federal

Federal grantor/pass-through grantor Pass-through grantor number Program title number subrecipients expenditures

Department of Homeland Security:
DHS Law Enforcement Assistance 97.XXX $ —    10,115                     

Homeland Security Grant Program Cluster:
Indiana Department of Homeland Security C44P-7-031 State Homeland Security Grant Program – FFY 2003 Funding 97.004 —    19,944                     

Urban Areas Security Initiative Grant Program – FFY 2005
Indiana Department of Homeland Security C44P-5-240 and C44P-7-405 Funding 97.067 1,235,450          1,933,751              

Law Enforcement Terrorism Prevention Program - FFY 2006
Indiana Department of Homeland Security C44P-9-184A Funding 97.067 —    153,992                 
Indiana Department of Homeland Security C44P-7-406 Metropolitan Medical Response System – FFY 2006 Funding 97.067 —    189,692                 
Indiana Department of Homeland Security C44P-9-338A Metropolitan Medical Response System – FFY 2007 Funding 97.067 —    74,343                   

Law Enforcement Terrorism Prevention Program - FFY 2007
Indiana Department of Homeland Security C44P-9-370A Funding 97.067 —    1,270                     

Total 97.067 1,235,450            2,353,048                
C44P-9-217A, C44P-8-191A, C44P-7-328, 

Indiana Department of Homeland Security C44P-7-474, and C44P-7-414 State Homeland Security Program (SHSP) FFY 2005 Funding 97.073 264,036   1,744,066              
Law Enforcement Terrorism Prevention Program (LETPP) - 

Indiana Department of Homeland Security C44P-8-118A and C44P-9-349A FFY 2005 Funding 97.074 —    49,541                   

Total Homeland Security Grant Program Cluster 1,499,486            4,166,599                
Indiana Department of Homeland Security C44P-9-234 Urban Areas Security Initiative – FFY 2004 Funding 97.008 —    152,314                   

National Urban Search and Rescue (US&R) Response System 97.025 —    2,685,556              
Indiana Department of Natural Resources EMC-2006-CA-7016 Flood Mitigation Assistance 97.029 —    96,421                   
Indiana Department of Fire and Building Services EMW2003CA0103, EM3238  Disaster Grants – Public Assistance (Presidentially Declared) 97.036 —    1,155,964              
Indiana Department of Homeland Security C44P-8-L1104145A, C44P-8-218A, C44P-9-617A Emergency Management Performance Grants 97.042 —    86,961                   

EMW-2005-FG-20986, EMW2006FG09967, 
Indiana Department of Fire and Building Services EMW2006FG17192, and EMW2007FP01270 Assistance to Firefighters Grant 97.044 —    881,115                 
Indiana Department of Homeland Security #18751967 Pre-Disaster Mitigation 97.047 —    (15,000)                  
Indiana Department of Homeland Security C44P-6-007, C44P-9-442A Citizen Corps 97.053 —    8,935                     
Indiana Department of Homeland Security C44P-7-009 Buffer Zone Protection Plan (BZPP) 97.078 —    66,135                   
Indiana Department of Environmental Management A305-6-168 Homeland Security Biowatch Program 97.091 —    134,556                 

Total Department of Homeland Security 1,499,486            9,429,671                
Total Expenditures of Federal Awards $ 13,769,514          58,658,138              

N/A Pass-through grantor number not available
See accompanying notes to schedule of expenditures of federal awards and independent auditors’ report.
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(1) General 

The accompanying schedule of expenditures of federal awards (schedule) presents the activity of federal 
awards programs received by City of Indianapolis, Indiana (City), a component unit of the Consolidated 
City of Indianapolis – Marion County. The City’s reporting entity is defined in note 1 to the City’s 
financial statements. For the purposes of the schedule, federal awards include grants, contracts, loans, and 
loan guarantee agreements entered into directly between the City and agencies and departments of the 
federal government or passed through other government agencies or other organizations. The City’s federal 
awards are defined as being those administered directly by the City. 

(2) Basis of Accounting 

The accompanying schedule has been prepared on an accrual basis of accounting as permitted by the U.S. 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations, and in conformity with U.S. generally accepted accounting principles. 

(3) Basis of Presentation 

The accompanying schedule does not include expenditures related to federal awards administered by the 
Indianapolis Housing Agency, an enterprise fund or the Partners for Affordable Housing, a discretely 
presented component unit of the City because their federal awards programs are reported upon separately. 
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Independent Auditors’ Report on Internal Control over 
Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial 

Statements Performed in Accordance with Government Auditing Standards 

Mr. David P. Reynolds 
Controller and the Audit Committee 
City of Indianapolis, Indiana: 

We have audited 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 Indianapolis, Indiana (the City), a component unit of the Consolidated City of Indianapolis – 
Marion County, as of and for the year ended December 31, 2008, which collectively comprise the City’s 
basic financial statements, and have issued our report thereon dated July 21, 2009. Our report was modified 
to include reference to other auditors, reference to the restatement of the January 1, 2008 net assets of the 
Indianapolis Housing Agency, an enterprise fund, and the discretely presented component unit, and the 
adoption of Governmental Accounting Standards Board (GASB) Statement No. 50, Pension Disclosures – 
an Amendment of GASB Statements No. 25 and 27, in 2008. We conducted our audit 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. Other auditors audited the financial statements of the Indianapolis Housing Agency, an 
enterprise fund, and the discretely presented component unit as described in our report on the City’s 
financial statements. This report does not include the results of the other auditors’ testing of internal 
control over financial reporting or compliance and other matters that are reported on separately by those 
auditors. 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered the City’s internal control over financial reporting as 
a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal 
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the 
City’s internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses and, therefore, there can be no 
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified. 
However, as discussed below, we identified certain deficiencies in internal control over financial reporting 
that we consider to be material weaknesses and other deficiencies that we consider to be significant 
deficiencies. 

A significant deficiency is a deficiency, or combination of deficiencies in internal control over financial 
reporting that is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance. We consider the deficiencies described in the accompanying schedule of 
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findings and questioned costs as items 08-10 through 08-13 to be significant deficiencies in internal control 
over financial reporting.  

A deficiency in internal control over financial reporting 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 over financial reporting, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, or 
detected and corrected on a timely basis. We consider the deficiencies in the City’s internal control over 
financial reporting described in the accompanying schedule of findings and questioned costs as items 08-01 
through 08-09 to be material weaknesses.  

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 no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 

We noted certain matters that we reported to management of the City in a separate letter dated July 21, 
2009. 

The City’s responses to the findings identified in our audit are described in the accompanying schedule of 
findings and questioned costs. We did not audit the City’s responses, and accordingly, we express no 
opinion on them. 

This report is intended solely for the information and use of management, the audit committee, others 
within the entity, and federal awarding agencies and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 

 

 

Indianapolis, Indiana 
July 21, 2009
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Independent Auditors’ Report on Compliance with Requirements Applicable 
to Each Major Program and on Internal Control over 
Compliance in Accordance with OMB Circular A-133 

Mr. David P. Reynolds 
Controller and the Audit Committee 
City of Indianapolis, Indiana: 

Compliance 

We have audited the compliance of the City of Indianapolis, Indiana (City), a component unit of the 
Consolidated City of Indianapolis – Marion County with the types of compliance requirements described in 
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are 
applicable to each of its major federal programs for the year ended December 31, 2008. The City’s major 
federal programs are identified in the summary of auditors’ results section of the accompanying schedule 
of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and 
grants applicable to each of its major federal programs is the responsibility of the City’s management. Our 
responsibility is to express an opinion on the City’s compliance based on our audit. 

The City’s basic financial statements include the operations of the Indianapolis Housing Agency (Agency), 
an enterprise fund, and the discretely presented component unit, which are not included on the City’s 
schedule of expenditures of federal awards during the year ended December 31, 2008. Our auditing 
procedures, described below, did not include the federal awards of the Agency and the discretely presented 
component unit because the Agency and the discretely presented component unit engaged other auditors to 
perform an audit in accordance with the OMB Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations. 

Except as discussed in the following paragraph, 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. 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 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 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. Our audit does not provide a legal 
determination of the City’s compliance with those requirements. 

As described in items 08-16 and 08-17 in the accompanying schedule of findings and questioned costs, we 
were unable to obtain sufficient documentation supporting the compliance of the City with the Home 
Investment Partnerships Program regarding matching, level of effort, earmarking, nor were we able to 
satisfy ourselves as to the City’s compliance with those requirements by other auditing procedures. As 
described in items 08-14 and 08-15 in the accompanying schedule of findings and questioned costs, the 
City did not comply with requirements regarding eligibility and matching, level of effort, earmarking that 
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are applicable to its Home Investment Partnerships Program. Compliance with such requirements is 
necessary, in our opinion, for the City to comply with requirements applicable to that program. In our 
opinion, except for the effects of such noncompliance, if any, as might have been determined had we been 
able to examine sufficient evidence regarding the City’s compliance with the requirements of the Home 
Investment Partnerships Program regarding matching, level of effort, earmarking and, in our opinion, 
except for the noncompliance described in this paragraph, the City complied, in all material respects, with 
the requirements referred to above that are applicable to the Home Investment Partnerships Program for the 
year ended December 31, 2008. However, the results of our auditing procedures also disclosed other 
instances of noncompliance with those requirements, which are required to be reported in accordance with 
OMB Circular A-133 and which are described in the accompanying schedule of findings and questioned 
costs as items 08-18, 08-19, and 08-20. 

As described in items 08-25 and 08-29 in the accompanying schedule of findings and questioned costs, the 
City did not comply with requirements regarding matching, level of effort, earmarking; program income; 
and reporting that are applicable to its Community Development Block Grants/Entitlement Grants 
program. Compliance with such requirements is necessary, in our opinion, for the City to comply with the 
requirements applicable to that program. In our opinion, except for the noncompliance described in this 
paragraph, the City complied, in all material respects, with the requirements referred to above that are 
applicable to the Community Development Block Grants/Entitlement Grants program for the year ended 
December 31, 2008. However, the results of our auditing procedures also disclosed other instances of 
noncompliance with those requirements, which are required to be reported in accordance with OMB 
Circular A-133 and which are described in the accompanying schedule of findings and questioned costs as 
items 08-26, 08-27, 08-28, and 08-30. 

As described in items 08-20 in the accompanying schedule of findings and questioned costs, the City did 
not comply with requirements regarding subrecipient monitoring that are applicable to its Homeland 
Security Grant Program Cluster. Compliance with such requirements is necessary, in our opinion, for the 
City to comply with the requirements applicable to that program. In our opinion, except for the 
noncompliance described in this paragraph, the City complied, in all material respects, with the 
requirements referred to above that are applicable to the Homeland Security Grant Program Cluster for the 
year ended December 31, 2008. However, the results of our auditing procedures also disclosed another 
instance of noncompliance with those requirements, which is required to be reported in accordance with 
OMB Circular A-133 and which is described in the accompanying schedule of findings and questioned 
costs as item 08-31. 

In our opinion, the City complied, in all material respects, with the requirements referred to above that are 
applicable to its Supportive Housing Program, Capitalization Grants for Clean Water State Revolving 
Funds program, and National Urban Search and Rescue (US&R) Response System program for the year 
ended December 31, 2008. However, the results of our auditing procedures disclosed instances of 
noncompliance with those requirements, which are required to be reported in accordance with OMB 
Circular A-133 and which are described in the accompanying schedule of findings and questioned costs as 
items 08-20, 08-22, 08-23, 08-24, and 08-32. 

Internal Control over Compliance 

The management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal 
programs. In planning and performing our audit, we considered the City’s internal control over compliance 
with the requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 9  

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. 

Our consideration of internal control over compliance was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in the entity’s internal control that 
might be significant deficiencies or material weaknesses as defined below. However, as discussed below, 
we identified certain deficiencies in internal control over compliance that we consider to be significant 
deficiencies and others that we consider to be material weaknesses. 

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program 
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the entity’s ability to administer a federal program such that there is more than a 
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is 
more than inconsequential will not be prevented or detected by the entity’s internal control. We consider 
the deficiencies in internal control over compliance described in the accompanying schedule of findings 
and questioned costs as items 08-14 through 08-33 to be significant deficiencies. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented or detected by the entity’s internal control. Of the significant 
deficiencies in internal control over compliance described in the accompanying schedule of findings and 
questioned costs, we consider items 08-14, 08-15, 08-16, 08-17, 08-18, 08-20, 08-25, 08-29, and 08-33 to 
be material weaknesses. 

Schedule of Expenditures of Federal Awards 

We have audited 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 as of and for the year ended December 31, 2008, and have issued our report thereon dated July 21, 
2009. Our report on the basic financial statements was modified to include reference to other auditors, 
reference to the restatement of the January 1, 2008 net assets of the Indianapolis Housing Agency 
enterprise fund and the discretely presented component unit, and the adoption of Governmental Accounting 
Standards Board (GASB) Statement No. 50, Pension Disclosures – an Amendment of GASB Statements 
No. 25 and 27, in 2008. Our audit was performed for the purpose of forming opinions on the financial 
statements that collectively comprise the City’s basic financial statements. The accompanying schedule of 
expenditures of federal awards is presented for purposes of additional analysis as required by OMB 
Circular A-133 and is not a required part of the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our 
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a 
whole. 

The City’s responses to the findings identified in our audit are described in the accompanying schedule of 
findings and questioned costs. We did not audit the City’s responses, and accordingly, we express no 
opinion on them. 
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This report is intended solely for the information and use of management, the audit committee, others 
within the entity, and federal awarding agencies and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 

 

 

Indianapolis, Indiana 
December 23, 2009 
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(1) Summary of Auditors Results 

(a) The type of report issued on the basic financial statements: Unqualified Opinions 

(b) Significant deficiencies in internal control were disclosed by the audit 
of the basic financial statements: Yes 

Material weaknesses: Yes 

(c) Noncompliance which is material to the basic financial statements: No 

(d) Significant deficiencies in internal control over major programs: Yes 

Material weaknesses: Yes 

(e) The type of report issued on compliance for major programs: 

• Community Development Block Grants/Entitlement Grants 
(CFDA No. 14.218) Qualified Opinion 

• Supportive Housing Program (CFDA No. 14.235) Unqualified Opinion 

• Home Investment Partnerships Program (CFDA No. 14.239) Qualified Opinion 

• Capitalization Grants for Clean Water State Revolving Funds 
 (CFDA No. 66.458) Unqualified Opinion 

• National Urban Search and Rescue (US&R) Response System  
 (CFDA No. 97.025) Unqualified Opinion 

• Homeland Security Grant Program Cluster 
(CFDA Nos. 97.004/97.067/97.073/97.074) Qualified Opinion 

(f) Any audit findings which are required to be reported under 
Section 510(a) of OMB Circular A-133: Yes 

(g) Major programs: 

• Community Development Block Grants/Entitlement Grants, 
U.S. Department of Housing and Urban Development (CFDA 
No. 14.218) 

• Supportive Housing Program, U.S. Department of Housing and 
Urban Development (CFDA No. 14.235) 

• Home Investment Partnerships Program, U.S. Department of Housing 
and Urban Development (CFDA No. 14.239) 
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• Capitalization Grants for Clean Water State Revolving Funds, 
Environmental Protection Agency passed through State of Indiana 
Budget Agency (CFDA No. 66.458) 

• National Urban Search and Rescue (US&R) Response System, 
Department of Homeland Security (CFDA No. 97.025) 

• Homeland Security Grant Program Cluster, Department of Homeland 
Security direct and passed through the Indiana Department of 
Homeland Security (CFDA Nos. 97.004/97.067/97.073/97.074) 

(h) Dollar threshold used to distinguish between Type A and Type B programs:  $1,759,744 

(i) Auditee qualified as a low-risk auditee under Section 530 of OMB Circular A-133:  No 

(2) Findings Relating to the Financial Statements Reported in Accordance with Government Auditing 
Standards 

08-01 Management Review and Supervision of Recording of Transactions and over Financial 
Reporting Process – Material Weakness 

Comment and Recommendation 

The City’s Office of Finance and Management (OFM) is primarily responsible for the financial reporting 
process. This process has been identified as a material weakness in prior years; however, we noted 
improvements made by the OFM in the current year to improve financial reporting. Throughout the year, 
the accounting entries for the City are typically recorded on a cash basis. At fiscal year-end, the OFM 
commences their financial reporting process whereby the cash basis financial amounts are converted to the 
modified accrual basis of accounting for the fund financial statements (except for the Waterworks 
enterprise fund, which is separately described below) by recording amounts for accounts receivable and 
payable, appropriately stating debt expenditure amounts, and making other various accounting entries. A 
manual conversion process that occurs outside of the financial accounting system is then utilized to convert 
the fund financial statements to the government-wide financial statements. During the current year, as part 
of our audit procedures, we identified a significant number of errors in the accounting entries made by the 
City. The primary causes of these errors is a lack of management review by an individual other than the 
individual calculating and recording the entries and a failure to comprehensively address unusual situations 
in normal year-end closing adjustments.  

We recommend the City review individual responsibilities for the year-end financial reporting process to 
evaluate the appropriateness of the workload distribution. Additional internal controls should be 
implemented to ensure that management review is occurring for tasks/financial reporting areas that are 
more complex or that have resulted in audit differences in prior years (see separate findings listed below). 

Views of Responsible Officials 

Adding personnel is not an option available to the City to address the workload of the personnel who 
perform all of the activities in connection with the creation of the City’s financials. Many of the issues we 
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have are caused by the antiquated financial system we use. The City is addressing the latter as part of a 
search for a new financial system. In the meantime, we will examine the workload to determine how we 
can better meet the needs of the financial reporting process. 

08-02 Waterworks Financial Reporting – Material Weakness 

Comment and Recommendation 

Numerous and significant financial statement audit adjustments were necessary to properly state 
Waterworks’ financial statement amounts. While some of the specific accounts/processes are also 
individually described below as internal control weaknesses, we also determined that the overall financial 
reporting internal control process for Waterworks is weak. This overall weakness is due to the following 
circumstances: 

• Limited formal review occurs related to recording of routine transactions, manual journal entries, 
significant estimates, or other accounting entries.  

• Some Waterworks accounts are accounted for on the cash basis during the year and significant analysis 
is undertaken at year-end to record the accounts on the accrual basis of accounting for year-end 
financial reporting.  

• The account structure used in the general ledger system is not conducive to accurate financial 
reporting.  

• Inadequate review of the preparation of the financial statements occurs. In the current year, we 
identified errors in the presentation of the financial statements such as reversal of prior year accruals to 
wrong accounts and incorrect groupings of accounts for the financial statements. 

We recommend the City undertake a comprehensive review of Waterworks financial reporting processes 
and procedures. This review should identify opportunities for improvement in tasks that can be more 
efficiently performed during the year to enhance the timeliness and accuracy of the year-end financial 
reporting process as well as improve the accuracy of interim financial information. Additionally, this 
review should identify opportunities to improve the internal review process so that an individual other than 
the one making accounting entries is assessing the accuracy of reported financial information. Waterworks 
general ledger system and the account structure that is utilized should be analyzed and restructured to 
improve financial reporting and enable more useful financial analysis by management. Lastly, these 
processes and procedures should be formally documented in an accounting procedures and financial 
reporting manual to ensure consistency from year to year. 

Views of Responsible Officials 

The management of the Department of Waterworks (Department) of the City of Indianapolis (City) has 
been working with its financial consultants to perform a comprehensive review of the financial accounting 
and reporting practices of the Department. This comprehensive review has included both the overall 
financial reporting as well as the procedures for processing revenues and expenses and creating journal 
entries to the financial statements. Opportunities for improvement will be documented and reviewed by the 
Department’s new Chief Financial Officer (CFO) and implemented as needed. As processes are evaluated 
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and changes are made, formal documentation will be assembled to ensure the process is implemented 
consistently both now and for future reporting periods. 

08-03 Grant Accounting Including Related Deferred Revenue – Material Weakness 

Comment and Recommendation 

In the current year, the City revised and significantly improved their process for recording grant 
receivables and the related deferred and unearned revenue for year-end financial reporting purposes. These 
changes were made due to a significant errors identified during the audit in the prior year. The internal 
controls implemented with this new process appropriately and accurately calculated the amount of grant 
receivables to be recorded at year-end. However, the process did not fully consider the necessary 
procedures to record deferred revenue and thus audit adjustments were required to accurately state these 
amounts. Additionally, during our testing of grant expenditures, we identified expenditures that were 
recorded in an incorrect period (i.e., year). In one instance, the expenditure was not properly identified in 
the year it was incurred (i.e., a prior year) as a grant expenditure. In the current year, the related grant was 
reconciled and the expenditure was identified and corrected. The effect of this correction was a negative 
expenditure in the original fund and a positive expenditure in the federal grants fund to which this amount 
was significant.  

We recommend the City review and enhance their year-end grant procedures related to the recording of 
deferred and unearned revenue. Adjustments should be made as necessary to ensure that errors identified in 
the current year are eliminated. These procedures should be formally documented to ensure consistency of 
performance from year to year. Ideally, the calculation of deferred amounts should be made by one 
individual with a management review occurring to ensure the accuracy of the recorded amounts. The City 
should also review internal controls in place to accurately record grant expenditures in the correct period. 
Additionally, all grants should be reconciled, at a minimum, at year-end. This reconciliation process should 
ensure that all amounts that have been incurred for each grant have been properly identified as such in the 
accounting system (i.e., tagged) in the correct period. 

Views of Responsible Officials 

We created a new process for reviewing the deferred and unearned revenue for grants that we believe 
substantially improved the process. We will continue to work towards the elimination of errors in 
recording these amounts. 

08-04 Waterworks Contributed Capital Asset Transactions – Material Weakness 

Comment and Recommendation 

The Waterworks enterprise fund records capital asset additions, which include donations of infrastructure 
from developers. Typically, an agreement is signed with the developer and when the infrastructure in a 
new development is completed and an inspection has occurred, the capital asset is considered to be “in 
service.” During our audit procedures, we identified instances whereby these capital assets were not 
recorded on a timely basis and, at times, in an incorrect fiscal year. We identified some developer-donated 
infrastructure that was not recorded by the City until many months, and in some cases several years, after 
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the “in service” date. Given the often high dollar value of these capital assets, it is critical that the 
Waterworks record such transactions in the proper period.  

Additionally, related to these developer-donated assets, the City is responsible for refunding a portion of 
the dollars collected from the developer as customers are added to the water system. The Waterworks 
enterprise fund records this liability as customer advances. We identified errors with the amount of the 
liability recorded by the City due to inaccurate calculations made by the City. We also noted certain 
projects whereby the amount refunded to date to the developers exceeded the maximum amount as 
calculated originally by the City. 

We recommend the Waterworks implement procedures to ensure that these capital assets are recorded on a 
timely basis. Management should conduct a review of the issues surrounding the causes of delayed 
reporting and take adequate steps to ensure that these do not occur in the future. Given the often high dollar 
value of these capital assets, it is critical that the Waterworks record them in the proper period. 
Additionally, internal controls surrounding the recording of the related customer advances liability should 
be reviewed to ensure that amounts are recorded accurately. Additional management review of the 
amounts recorded and the calculation supporting such amounts will ensure that the errors we noted will be 
reduced. Unusual items, such as refunds exceeding original calculations, should be investigated to 
determine the cause of such items and whether procedures to estimate these amounts need to be revised. 

Views of Responsible Officials 

The management of the Department is committed to improvement in the area of capital asset reporting. 
The Department’s financial consultants have recommended that one person from the accounting staff have 
specific responsibility for recording and processing entries related to capital asset transactions. The 
Department’s new CFO will evaluate the amount of time that needs to be dedicated specifically to this task 
but, the intention is that the focus on capital asset reporting will address both the reporting of fixed asset 
additions in an accurate and timely manner and the recording and adjusting of developer liabilities. 

08-05 Recording of Waterworks PILOT – Material Weakness 

Comment and Recommendation 

The Waterworks enterprise fund pays a payment in lieu of taxes (PILOT) to several counties in which the 
water utility serves customers. The liability at the end of the fiscal year is estimated based upon historical 
payments made and the City’s estimate of any anticipated increases. During the current year audit, we 
noted several errors in the estimates of payments made that required adjustments in the financial 
statements.  

We recommend the City evaluate their process for estimating such amounts to determine whether the 
information and assumptions currently being utilized are sufficient. Consideration may be given to 
discussion with the taxing authorities in the counties where significant PILOTs are made to enhance the 
estimation process. Finally, the final calculations should be reviewed by management to ensure that 
amounts were calculated accurately and that there is concurrence with the final amounts accrued given the 
significance of the year-end liability. 
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Views of Responsible Officials 

The Department, with the assistance of its financial consultant, has already implemented procedures 
whereby future PILOT payments are estimated with more detailed and accurate information. The 
Department works closely with the City’s Controller’s Office in order to estimate the annual amount of 
PILOT due to the City. One area that has caused significant estimating problems in the past few years has 
been that Marion County, Indiana and other Counties where PILOT payments are due have been behind on 
assessing and collecting annual property taxes on a current basis. Because of this, it has been difficult to 
accurately estimate PILOT payments that are due and payable. Based on discussions with officials from 
the various Counties involved, the Counties should have this problem resolved in the next couple of years. 

08-06 Recording of Tax Revenues, Receivables, and Deferred Revenues – Material Weakness 

Comment and Recommendation 

Due to the delays experienced in recent years related to property tax billings, the final billings for fiscal 
2008 were not issued until July of 2009. Due to this situation, it was necessary for the City to estimates the 
final receivable amounts. During our testwork over property taxes and other taxes receivable, we identified 
incomplete assumptions utilized in calculating the receivable for Tax Increment Financing property taxes 
to be received in 2009 related to the final 2008 billing. Based on these findings, the City recorded 
additional amounts to their property tax receivable amounts recorded in the financial statements. 
Additionally, due to delayed receipt of County Option Income Tax (COIT) funds received in 2008 relating 
to the prior year, the City did not properly record a receivable for COIT as of the prior year-end, thus 
leading to an overstatement of government-wide tax revenues in 2008.  

As part of the year-end financial reporting, the City also records deferred revenue in the fund financial 
statements for tax receivables not received within their availability period (60 days for property taxes and 
90 days for all other tax revenues). Due to the tax billing issues, the City received some tax revenues in 
early 2009 relating to 2008, which historically had been received by year-end. The City did not identify 
this unusual circumstance in order modify their “traditional” deferred revenue procedures and thus 
inappropriately deferred revenue that should have been recognized in the current year. 

We recommend the City evaluate their process for estimating property tax receivables to determine 
whether the information and assumptions currently being utilized are sufficient. Consideration should be 
given to past collection history and taking into account current situations. Additionally, the City should 
evaluate their process of recording deferred revenues in the fund financial statements and modify internal 
controls where necessary to ensure that deferred revenues are recorded accurately. This process should 
include procedures to appropriately identify unusual circumstances and modify procedures where needed. 

Views of Responsible Officials 

The City is going through an unprecedented experience in regard to the billing and collection of property 
taxes. We will continue to review our procedures in calculation of the receivable amounts. When the 
billing process returns to normal, many of the issues will be mitigated. 
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08-07 Waterworks Debt Transactions – Material Weakness 

Comment and Recommendation 

The Waterworks enterprise fund has significant outstanding debt balances. Payments for principal and 
interest are made both from trust accounts established in accordance with the bond issuances and from 
Waterworks cash accounts. Audit adjustments were required to accurately state the year-end balances for 
outstanding bonds payable, interest expense, and accrued interest payable. It does not appear that the trust 
accounts are being reconciled on a timely basis and thus accounting entries to record debt payments are not 
being recorded when they are made. Additionally, the accounting entries and reconciliations are made by 
one individual and there is no adequate management review that is occurring to ensure that accounting 
entries are accurate. 

We recommend Waterworks implement internal controls to ensure that debt transactions are accurately 
recorded. This process should include timely recording of trust account transactions, regularly performed 
reconciliations, and review of accounting entries by management personnel. 

Views of Responsible Officials 

The Department will reconcile the Trust Statements on a monthly basis with appropriate adjustments 
recorded on the Department’s books and records. 

08-08 Contributed Capital Assets – Material Weakness 

Comment and Recommendation 

The City has a significant number of infrastructure projects that are partially constructed with the City’s 
funds and partially constructed with federal dollars received by the State of Indiana. The OFM relies on the 
reporting of these completed projects from the City’s Department of Public Works (DPW). Upon 
completion of the projects, the costs that the City had recorded in construction in progress and the costs 
that represent the City’s cash outlays for the project are transferred to completed infrastructure and a 
contributed capital contribution is recognized in the government-wide financial statements for the federal 
funding provided by the state. During our testwork on capital assets, we identified a large project that was 
completed but not reported to the OFM on a timely basis, and thus, the contributed capital contributions 
was recorded in the current year financial statements although it should have been recorded in the prior 
year. The City implemented additional internal controls in fiscal year 2009, which appear to be adequately 
designed and implemented and we noted that all completed projects had been appropriately recorded by 
the City as of December 31, 2008.  

We recommend the City continue to ensure that internal controls in this area are appropriately in place and 
are operating effectively to record contributed infrastructure projects. Due to the unique nature of these 
transactions and the prior years’ errors identified, the City should continually reassess their process due to 
the large dollar amounts involved in these transactions. The involvement of the City’s Department of 
Public Works in this process is critical, as the information to record these transactions originates in these 
departments.  
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Views of Responsible Officials 

On Federal Highway Administration (FHWA) funded projects, we are continuing to implement the new 
internal controls we established last year. Additionally, we are now preparing a Substantial Completion 
form at the final inspection so as to be consistent with locally funded projects. This clearly and 
immediately identifies when completion has been achieved and we have beneficial use of the 
improvements. The State of Indiana, Department of Transportation (INDOT) continues to send us INDOT 
form IC 639, the report of final inspection and recommendation for acceptance by INDOT. The IC 639 is 
oftentimes not received by us until 9 to 12 months after the final inspection however. This is why we are 
preparing our own internal document. 

We continue to require a copy of the final construction record accounting report/binder, which includes the 
final accounting spreadsheet, INDOT form IC 642. The final construction record binder is archived by the 
Project Manager (PM) and copies of the IC 642 and IC 639 are maintained in the Engineering Division and 
also forwarded to the Finance Division of DPW. INDOT audits every completed FHWA construction 
project. Because of the number of these each year, INDOT usually takes as much as 5 years to complete a 
final audit on a project so it is not unusual for us to be notified of changes to the final accounting long after 
the project completion.  

The above controls for FHWA project completion and closeout are performance measures for all PMs 
assigned to these projects. 

08-09 Sewer and Water Receivable Balances – Material Weakness 

Comment and Recommendation 

The City utilizes a third-party contractor to perform the billing and collection function for sewer and water 
services. For year-end financial statement reporting, the City receives information on customer account 
balances from the third-party contractor. This information is the primary source used to derive the amount 
of receivables recorded at year-end. Additionally, other receivable balances are recorded, which reflect 
amounts to be received from customers but which are outside of the normal billing process performed by 
the third-party contractor. These amounts are generally recorded based upon a review of cash receipts that 
have been received in the following fiscal year. The City also utilizes the information obtained from the 
third-party contractor to estimate the allowance for uncollectible receivables related to both sewer and 
water at year-end. During our current year audit procedures, we identified several audit adjustments 
necessary to accurately state these receivable balances as follows: 

• The contractor issues refunds or credits for any incorrect billings that may occur related to both sewer 
and services. As part of our audit procedures, we tested subsequent year adjustments (which include 
refunds and credits) to determine whether any of the adjustments related to revenue earned in the 
current fiscal year. We determined that there were adjustments that related to 2008; however, the City 
had not identified these or recorded their effect in the 2008 financial statements.  

• A significant adjustment was necessary to adjust the allowance for uncollectible accounts related to 
water receivables to its estimated amount. 
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• Several significant adjustments were required to adjust sewer and water receivables to their actual 
balances. These adjustments were related both to the receivables recorded based upon information 
received from the third-party contractor and for the receivables recorded outside this process. 

We recommend additional internal controls be implemented to assure that sewer and water receivable 
balances are adequately recorded and can be supported by customer balances. This process should include 
an independent review of the calculations by a management level individual and be someone other than the 
individual calculating and recording the receivable balances. We also recommend the City implement a 
process to ensure that subsequent year adjustments for both sewer and water are evaluated to determine 
whether they affect current year revenue and that these amounts are appropriately reflected in the financial 
statements within the proper fiscal year. 

Views of Responsible Officials 

The Department’s management agrees that accounting for customer billings and collections and also the 
resulting accounts receivable is an important part of the financial controls. The Department’s new CFO 
will work with the third-party vendor to institute new procedures, with appropriate checks and balances, to 
assure that the monthly and year-end balances in customer accounts receivable are both accurate and 
reasonably expected to be collectible. 

08-10 Self-Insurance Liabilities (Workers’ Compensation) – Significant Deficiency 

Comment and Recommendation 

The City records a liability for its estimate of the incurred but not paid and/or reported amount for workers’ 
compensation claims as the City is self-insured for this risk. Management estimates this amount primarily 
by utilizing prior historical experience. However, no independent assessment is made as to the adequacy of 
the reserve recorded in prior years to assess the reasonableness of the City’s methodology on an ongoing 
basis. During the current year, based upon our audit procedures, it was determined that the reserve for this 
self-insured risk was understated and an additional accrual was proposed. 

We recommend the City evaluate their process for estimating year-end liability amounts for workers’ 
compensation. Additional procedures should be designed and implemented to regularly assess the 
adequacy of the City’s methodology by performing a look-back analysis of the adequacy of prior years’ 
liability amount. Adjustments to the City’s methodology can then be made to derive a more accurate 
estimate. The City should also implement procedures to ensure that if the liability is estimated early in the 
financial reporting process, it should be updated to reflect events and changes in circumstances occurring 
up to the issuance of the financial statements. 

Views of Responsible Officials 

The City will review its process for calculating this liability and determine the appropriateness of engaging 
a third party (actuary) to assist in the calculation. 
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08-11 Timely Reconciliations of Cash and Trust Accounts – Significant Deficiency 

Comment and Recommendation 

The preparation of cash reconciliations is a key internal control in the financial accounting process. 
Reconciliations should be performed on a timely basis and appropriately reviewed and approved in order 
to be effective. The City maintains numerous trust accounts, which primarily are utilized to invest bond 
proceeds. The City receives monthly statements on these accounts; however, the City completed 
reconciliations on these accounts sporadically during the year and for most accounts only at year-end. This 
results in disbursements and interest income, which occur throughout the year, only being recorded during 
the year-end closing process. Additionally, the year-end financial reporting process takes more time due to 
the reconciliations being performed only once a year. Reconciliations for other cash accounts are also not 
occurring timely and management review is not taking place on a timely basis. 

We recommend the City reconcile all cash and trust accounts on a timely basis. All reconciliations should 
be completed on a monthly basis and reviewed by an individual other than the preparer. This review should 
be formally documented on the reconciliation to evidence such review and approval.  

Views of Responsible Officials 

It is the intention of the Department of Waterworks that Trust Statements will begin being reconciled on a 
monthly basis with appropriate adjustments recorded on the books and records. Also, new procedures for 
the monthly reconciliation of fund balances will be implemented as well. These procedures will become 
part of the monthly closing of the books and records. 

In regard to the other City accounts, in 2008, due to one vacancy caused by a staff member moving to 
another department and the only other staff person being on disability leave for six months, we were 
unable to perform the reconciliations on a timely basis. We will be current by year-end 2009. 

08-12 Recording of Accounts Payable – Significant Deficiency  

Comment and Recommendation 

Accounts payable for financial reporting purposes are recorded primarily based on a review of subsequent 
year cash disbursements and determining whether such disbursements relate to the current year. OFM 
personnel review transaction coding for each disbursement subsequent to year-end to determine whether it 
should be accrued at year-end. During our testwork on subsequent year cash disbursements to determine 
the accuracy of the recorded accounts payable amounts, we identified several items that were not properly 
accrued or some that had been accrued but should not have been. An audit adjustment was needed to 
ensure that various City Funds, including the Waterworks fund accounts payable, were appropriately 
stated. No independent review is made of the accrual basis transactions other than by the individual 
originally making the adjustment, and thus, no review process is present to identify errors. 

We recommend the City ensure that all amounts that should be accrued as accounts payable are 
appropriately accrued. Communication should be enhanced with the department personnel who are 
responsible for coding the expenditures and the OFM personnel entering the payment information into the 
accounting system of the importance of proper fiscal year coding. Additionally, current procedures should 
be enhanced to identify recurring items that have also been noted as errors in past years to ensure that these 
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items are appropriately considered and accrued if necessary. An independent review process should be 
established for the recording of accrual basis transactions.  

Views of Responsible Officials 

Policies and procedures for the establishment and review of accounts payable will be established by the 
Department of Waterworks. Focus will be on the identification and recording of recurring payments on a 
monthly basis as well as the focus on additional items at fiscal year-end. 

Again, for the remainder of the City funds, because of the system we currently use, it is a very manual 
process for us to create the accounts payable balances at year-end. We will review our process to see where 
we can improve it in the time before a new system is implemented. 

08-13 IT System Program Change Management – Significant Deficiency 

Comment and Recommendation 

The City contracts with two third-party contractors for their information technology (IT) needs, which 
includes managing and updating the City’s IT systems. For each IT system program change that is made, a 
Siebel ticket is created and a Production Implementation Plan is created and updated by the developer. Key 
components of the Production Implementation Plan are who requested, prepared, reviewed, approved, and 
implemented the requested program change. However, typically the components of who reviewed, 
approved, and implemented the plan are not completed. Additionally, developers have access to migrate 
changes to source code into production using batch processing by e-mailing a change request directly to 
Production Analysts. The Production Analysts place the code in a staging library and a job is run 
automatically to move to production. No formal authorization is obtained for this process and evidence of 
approvals is not obtained and reviewed by the Production Analysts prior to making the change. 

We recommend the City review policies and procedures with the IT system third-party contractors to 
ensure that all program changes made to the Mainframe are properly reviewed and approved prior to 
migration into production. These approvals should be formally documented on the Production 
Implementation Plan. All change management policies should also be formally documented to provide 
guidance to both of the third-party contractors regarding the City’s approval, testing, and implementation 
procedures. Furthermore, restrictions should be implemented to prevent developer’s ability to directly 
move program changes into production.   

Additionally, the City does not have effective controls around the provisioning and monitoring of end-user 
access. This includes activities such as removing terminated employees from Mainframe systems, 
conducting a formal review of user access on a periodic basis, and identifying and eliminating segregation 
of duties conflicts.  

We recommend the City also review policies and procedures relating to Information Security and 
implement new processes or consistently enforce informal processes to remove users from the Mainframe 
in a timely manner, retain sufficient evidence supporting periodic review of user access rights, and identify 
and eliminate segregation of duties conflicts. 
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Views of Responsible Officials 

After a discussion with the IT system third party, we understand that part of this recommendation has been 
implemented and the balance of the comment will be implemented by year-end. 

OFM will determine and implement a process for the deletion of security for terminated employees and 
implement a process for the review of other employees' access. 

(3) Findings and Questioned Costs Relating to Federal Awards 

08-01 to 08-13 

See Section (2) – Findings related to the Financial Statements Reported in Accordance with Government 
Auditing Standards. 

08-14 Eligibility 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

Criteria 

The HOME program has income targeting requirements. Only low-income or very low-income persons, as 
defined in 24 CFR Section 92.2, can receive housing assistance. Therefore, the participating jurisdiction 
must determine if each family is income eligible by determining the family’s annual income, as provided 
for in 24 CFR Section 92.203. Participating jurisdictions must maintain records for each family assisted 
(24 CFR Section 92.508). 

HOME-assisted units in a rental housing project must, pursuant to 24 CFR 92.216(a), be occupied only by 
households that are eligible as low-income families and must meet certain limits on the rents that can be 
charged. The requirements also apply to the HOME-assisted non-owner-occupied single-family housing 
purchased with HOME funds. The maximum HOME rents are the lesser of: the fair market rent for 
comparable units in the area, as established by HUD under 24 CFR Section 888.111, or a rent that does not 
exceed 30% of the adjusted income of a family whose annual income equals 65% of the median income for 
the area as determined by the U.S. Department of Housing and Urban Development with adjustments for 
the number of bedroom units. In rental projects with five or more units, there are additional rent 
limitations. Twenty percent of the HOME-assisted units must be occupied by very low-income families 
and meet one of the following rent requirements: (1) the rent does not exceed 30% of the annual income of 
a family whose income equals 50% of the median income for the area, as determined by HUD, with 
adjustments for larger or smaller families; or (2) the rent does not exceed 30% of the families adjusted 
income (24 CFR Section 92.252). 

Condition Found 

The City did not have internal controls in place that were operating effectively to ensure that the eligibility 
requirements were being redetermined annually. We selected a sample of forty (40) tenants from five (5) 
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different HOME projects. Issues noted included no annual certification provided or the certification was 
not current, no verification of annual income was provided or was incomplete, and amount provided by 
annual certification was not supported by documentation provided. 

Questioned Costs 

The questioned costs, if any, associated with this finding cannot be determined. 

Possible Asserted Cause and Effect 

Management asserts that the City does have internal controls that are designed appropriately to monitor the 
City’s compliance with eligibility; however, due to shortage of staff, the control was not being performed 
during 2008. The effect of not having an internal control that is operating effectively is that HOME 
assistance could be provided to ineligible individuals.  

Recommendation 

We recommend the City ensure that internal controls are functioning effectively to monitor the City’s 
compliance with the eligibility requirements. Additionally, communication with landlords should be 
evaluated to ensure that the landlords are aware of their responsibilities regarding compliance with 
eligibility.  

Views of Responsible Officials 

The City is aware of this finding and agrees that it must improve its performance in monitoring and 
tracking the submittal and review of Annual Recertification’s of tenant income and occupancy from 
property owners and managers for each active project in the completed rental portfolio. A more focused 
effort is being made by staff to notify and follow up with property owners and managers to timely submit 
their annual recertification packages in the anniversary month of their project’s completion. Associated 
with the recertifications, the City will be timely in performing the on-site tenant file reviews for those 
projects whose schedules rotate on an annual, every other year, or every third year inspection cycles.  

08-15 Matching, Level of Effort, Earmarking 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

Criteria 

According to 24 CFR Sections 92.218 through 92.220, 92.222, and 92.508, each participating jurisdiction 
must provide eligible matching contributions of 25% of HOME funds drawn down during the fiscal year. 
The match must be provided by the end of the fiscal year. Participating jurisdictions are required to 
maintain records, including individual project records and a running log, demonstrating compliance with 
the matching requirements, including the type and amount of contributions by project. 
Matching information is provided on the HOME Match Report (HUD-40107-A). Additionally, 
24 CFR Section 92.221 indicates that the match should be credited generally in the year of disbursement. 
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Condition Found 

For fiscal year ended December 31, 2008, the City reported $196,495 total match amounts on the HOME 
Match Report (HUD-40107-A). In our sample of ten (10) match items, which constituted 70% of the total 
match amount claimed by the City, we found exceptions in four (4) of the items totaling $108,165. Of this 
total amount, we determined that $108,165 of the match amounts did not have sufficient documentation for 
us to ascertain the appropriateness of the match source or amount. According to the HUD-40107-A report, 
the City’s total match liability for 2008 was $494,154 and the City had excess match from the prior federal 
fiscal year of $6,940,928. 

Questioned Costs 

The questioned costs, if any, associated with this finding are not determinable. 

Possible Asserted Cause and Effect 

The cause of this finding is that City personnel are not obtaining adequate supporting documentation from 
the subrecipients, who provide the match amounts on behalf of the City. The effect of not obtaining 
appropriate documentation is that the City cannot evaluate the appropriateness and timing of the match, 
which is being reported. This may cause the City to report incorrect match amounts.  

Recommendation 

We recommend the City implement internal controls to ensure that the matching requirements are met and 
supported by appropriate documentation from the subrecipients. This process should include review by 
appropriate management personnel to ensure that match amounts are supported, timely, and from allowable 
sources. 

Views of Responsible Officials 

The Grant Analyst was new to the position and did not have a clear understanding of match and what was 
acceptable documentation. The City received a better understand from U.S. Department of Housing and 
Urban Development HUD as to what are acceptable forms of match documentation and has let all 
subreceipts know what is appropriate. This better understanding will help resolve this finding in the future. 

08-16 Matching, Level of Effort, Earmarking – Rental Properties – Scope Limitation 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

Criteria 

According to 24 CFR section 92.216, each participating jurisdiction must invest HOME funds made 
available during a fiscal year so that, with respect to tenant-based rental assistance and rental units not less 
than 90% of (1) the families receiving assistance are families whose annual income do not exceed 
60% of the median family income for the area, as determined and made available by HUD, with 
adjustments for smaller and larger families at the time of occupancy or at the time funds are invested, 
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whichever is later or (2) the dwelling units assisted with such funds are occupied by families having such 
incomes. 

Condition Found 

The City asserts that the primary internal control in place to ensure compliance with the earmarking 
compliance requirement for rental properties is the review of the HOME Rental Set-Up and Completion 
Form that is submitted to the City by the owner upon project completion and lease-up of the rental units. 
This form indicates and certifies that 90% of the families receiving assistance are families whose annual 
income does not exceed 60% of the median family income for the area. During 2008, the City listed six 
newly completed HOME projects. Information to support the low-income status of the tenants is 
maintained by the owners of the projects and we were not provided with access to the tenant information to 
test the eligibility of the tenants or the tenant files were provided but were incomplete or did not contain 
current information (annual recertification required) in order for us to ascertain compliance with this 
requirement. 

Questioned Costs 

The questioned costs, if any, associated with this finding are not determinable. 

Possible Asserted Cause and Effect 

Management asserts that the City does have internal controls that are designed appropriately to monitor the 
City’s compliance with earmarking of rental properties; however, due to the unavailability or 
incompleteness of the tenant information, we were not able to test for compliance.   

Recommendation 

We recommend the City ensure that internal controls are operating effectively to monitor the City’s 
compliance with the earmarking requirements for rental properties. 

Views of Responsible Officials 

The Project Agreement between the City and the owner/developer stipulates the minimum earmarking 
requirements that must be met before execution of the contract, and obtaining the HOME Rental 
Completion Report from the owner/developer after the project is completed. It is then reviewed, approved, 
and entered into IDIS. A HOME Rental Projects Earmarking spreadsheet has been created to track and 
monitor funded projects. A different staff person has been assigned to work on long-term compliance 
issues, which will help with the overall management of the rental component of HOME. 
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08-17 Matching, Level of Effort, Earmarking – CHDOs – Scope Limitation 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

Criteria 

According to 24 CFR Section 92.300, each participating jurisdiction must invest at least 15% of each 
year’s HOME allocation in projects, which are owned, developed, or sponsored by special nonprofit 
organizations called CHDOs.  

Condition Found 

CHDOs are formally approved by the City and that approval is communicated via a certification letter to 
the CHDO. The City reports its commitments and disbursements for CHDOs through IDIS. We obtained 
the IDIS report for fiscal year 2008 to test the amounts reported for CHDOs related to the 2008 HOME 
allocation. That report showed a total of $776,223 as the amount reserved for CHDOs, $135,289 as the 
amount committed, and $109,485 as the amount disbursed. It was determined that IDIS had not been 
properly maintained for amounts related to CHDOs and thus there were committed amounts that should 
have been entered in IDIS but were not and also amounts that were shown in IDIS as committed but were 
in error.  

As a result of the above errors, we were unable to determine whether or not the City was in compliance 
with the earmarking: CHDO requirement. 

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The cause of this finding is a lack of internal controls over the entering of the CHDO information into 
IDIS. The effect of this finding is that the CHDO activities reported in IDIS may not be correct, and 
therefore, the City may not be in compliance with the earmarking requirement.   

Recommendation 

We recommend the City ensure that internal controls are implemented to assure that all contracted amounts 
for CHDOs are entered correctly into IDIS. Additionally, a review of actual disbursements in IDIS should 
be reconciled to the general ledger accounting system to ensure that all CHDO activities are appropriately 
classified in IDIS. 

Views of Responsible Officials 

The Grant analysts and Program Coordinator received training from HUD on how to correctly document 
CHDO activities in IDIS. Now that they have this understanding, the issue should resolve itself.  
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08-18 Reporting 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

Criteria 

According to 24 CFR Sections 135.3(a) and 135.90, for each grant over $200,000 that involves housing 
rehabilitation, housing construction, or other public construction, the prime recipient must submit Form 
HUD 60002. There are several key line items that the 2008 Compliance Supplement identified for testing 
by auditors.  

Condition Found 

We compared the key line items identified in the 2008 Compliance Supplement to information maintained 
by the City to support the amounts and numbers submitted on the Form HUD 60002. Several differences 
were noted in these key line items as follows: 

 

 Form HUD 60002 City Supporting 
Documentation 

Dollar Amount of Award $4,000,000 $4,174,818 

Construction Contracts Awarded $2,805,477 $2,657,460 

Contracts Awarded to Section 3 Businesses $786,780 $774,183 

Number of Section 3 Businesses Receiving Construction 
Contracts 

7 4 

Non-Construction Contracts Awarded $1,194,523 $1,179,523 

 

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The cause of this finding is that the City is not performing a management review of the Form HUD 60002 
prior to submission to ensure that the form is accurate and complete. The effect is that inaccurate reporting 
may be submitted to HUD. 
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Recommendation 

We recommend the City implement a management review of the HUD Form 60002 prior to its submission 
to ensure that complete and accurate information is used to compile the required form. 

Views of Responsible Officials 

A new staff person has been assigned to Section 3 and has meet with HUD staff to get a better 
understanding of the reporting requirements. Having a better understanding of how to report to HUD will 
eliminate future confusion.  

08-19 Special Tests and Provisions – Housing Quality Standards 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

Criteria 

According to 24 CFR Sections 92.251, 92.252, and 92.504(b), during the period of affordability (i.e., the 
period for which the non-federal entity must maintain subsidized housing) for HOME assisted rental 
housing, the participating jurisdiction must perform on-site inspections to determine compliance with 
property standards and verify the information submitted by the owners no less than: (a) every three years 
for projects containing 1 to 4 units, (b) every two years for projects containing 5 to 25 units, and (c) every 
year for projects containing 26 or more units.   

Condition Found 

We tested a sample of 36 out of 43 properties that were required to have on-site inspections performed 
during 2008. Of these properties, four (4) of the inspections were not performed within the appropriate 
time guidelines according to the number of units in the property. Additionally, the City’s policy is to 
perform inspections on 15% of the HOME eligible units within the property and for one (1) of the 
inspections, the required number of units was not inspected.  

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

Management asserts that the primary cause of this finding is a shortage of personnel to complete the 
inspections on a timely basis. The effect of this finding is that the City is not performing on-site inspections 
as required under the HOME program.  
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Recommendation 

We recommend the City implement procedures to ensure that on-site inspections are appropriately and 
timely performed to ensure compliance with the housing quality standards requirement of the HOME 
program. 

Views of Responsible Officials 

The new staff person assigned to Long-term Compliance, along with the Rehabilitation Staff, has worked 
out a schedule to ensure that all units are inspected by the end of the program year. All information is 
tracked on a spreadsheet and closely monitored.  

08-20 Subrecipient Monitoring 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development; 
Various grant numbers 

CFDA Nos. 97.004/97.067/97.073/97.074, Homeland Security Grant Program Cluster, Department of 
Homeland Security passed through the Indiana Department of Homeland Security; Grant Numbers   C44P-
7-031, C44P-5-240, C44P-7-405, C44P-9-184A, C44P-7-406, C44P-9-338A, C44P-9-370A, C44P-9-
217A, C44P-8-191A, C44P-7-328, C44P-7-474, C44P-7-414, C44P-8-118A, and C44P-9-349A 

Criteria 

According to OMB Circular A-133 §__.400(d) and the 2008 Compliance Supplement, a pass-through 
entity is responsible for ensuring that the required subrecipient audits are completed, issuing management 
decisions on audit findings within six months after receipt of the subrecipient’s audit report, and ensuring 
that subrecipients take appropriate and timely corrective action on all audit findings. 

Condition Found 

The City does not have adequate internal controls in place that were operating effectively for 2008 to 
ensure that subrecipient audits are received or that the results of any audits are appropriately reviewed and 
documented. The City maintains a spreadsheet that tracks the receipt and review of each of the subrecipient 
audit reports; however, this spreadsheet was not accurately completed for 2008. Additionally, the City 
requires a form to be completed by each subrecipient indicating whether or not the subrecipient will be 
required to have an A-133 audit report completed.  

For the HOME Investment Partnerships Program, the City had a total of nineteen (19) subrecipients with 
expenditures under this grant in 2008. These subrecipient expenditures amounted to $2,462,010 or 87% of 
total accrual basis expenditures during 2008. For a sample of nineteen (19) subrecipients that represented 
100% of the population, the City did not have the subrecipient form on file to indicate whether or not the 
subrecipient was required to have an A-133 audit performed for five (5) of the subrecipients. Additionally, 
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the tracking sheet described above was not properly maintained for 2008. Based on further follow-up by 
the City as a result of our procedures, the City had the A-133 reports for all of its subrecipients that were 
required to have A-133 audits performed. 

For the Supportive Housing Program, the City had a total of twelve (12) subrecipients with expenditures 
under this grant in 2008. These subrecipient expenditures amounted to $1,775,147 or 98% of total accrual 
basis expenditures during 2008. The tracking sheet described above was not properly maintained for 2008. 
Based on further follow-up by the City as a result of our procedures, the City had the A-133 reports for all 
of its subrecipients that were required to have A-133 audits performed. 

For the Homeland Security Grant Program Cluster, the City had a total of three (3) subrecipients with 
expenditures under this grant program in 2008. These subrecipient expenditures amounted to $1,499,486 or 
36% of total accrual basis expenditures during 2008. For a sample of three (3) subrecipients that 
represented 100% of the population, the City did not yet have any of the A-133 reports for its 
subrecipients. The City determined that one (1) of the subrecipients had not yet issued their A-133 audit 
report; however, the City had performed a site visit during the year on this subrecipient. No follow up had 
been performed on the other two (2) subrecipients nor had any site visits or other monitoring procedures 
been performed. We did obtain the A-133 audit report for one (1) of these two (2) subrecipients and 
determined that the expenditures were not listed on the subrecipient’s A-133 audit report for 2008. 

Questioned Costs 

There are no questioned costs associated with this finding for the HOME Investment Partnerships Program 
and the Supportive Housing Program. The questioned costs associated with this finding for the Homeland 
Security Grant Program are $199,169 and were computed as the total expenditures passed through to the 
two (2) subrecipients who were not monitored during 2008 and for which the A-133 audit reports were not 
obtained. 

Possible Asserted Cause and Effect 

Follow-up on obtaining and reviewing the subrecipient audit report(s) did not occur due to a turnover of 
personnel that performed this function. The effect of this finding is that subrecipient audit reports may 
indicate audit findings that the City is required to issue management decisions as the pass-through entity 
and they would not do so. Additionally, the City is required to assess the subrecipient’s noncompliance to 
determine if it is necessary to report such noncompliance on the City’s own audit report. 

Recommendation 

We recommend the City ensure that its designed and implemented internal controls are operating 
effectively to ensure that subrecipient audits are appropriately completed and received by the City. 
Documentation should include attestation from the subrecipient if they are not subject to OMB Circular 
A-133 requirements. Additionally, management should ensure internal control procedures are operating 
effectively to document the management review of the subrecipient audit reports, which would include the 
issuing of management decisions on any findings and the consideration of any subrecipient audit findings 
and their effect on the City’s compliance and need to report such finding within its own audit report.  
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Views of Responsible Officials 

The City accepts this finding and will review internal controls to make revisions where oversight is needed 
to be in compliance in monitoring subrecipient’s A-133 reports and including management decision and 
responses that will be reflected on the City’s own A-133 report, if applicable. 

08-21 Subrecipient Monitoring 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban 
Development; Various grant numbers 

Criteria 

According to OMB Circular A-133 §__.400(d) and the 2008 Compliance Supplement, a pass-through 
entity is responsible for “during-the-award monitoring,” which includes monitoring the subrecipient’s use 
of federal awards through reporting, site visits, regular contact, or other means to provide reasonable 
assurance that the subrecipient administers federal awards in compliance with laws, regulations, and the 
provisions of contracts or grant agreements and that performance goals are achieved.  

Condition Found 

The City has several internal controls in place for during-the-award monitoring of its subrecipients. One of 
those internal controls is conducting site visits to review the subrecipient’s compliance related to the Home 
Investment Partnerships Program. To ensure that all subrecipients are monitored in this manner, the City 
maintains a monitoring schedule of all subrecipients, which includes the name of each subrecipient, the 
date of the site visit, and the results of the site visit. For a total of nineteen (19) subrecipients tested, which 
represented 100% of the population of subrecipients with expenses in 2008, we determined that six (6) 
subrecipients were not properly listed on the City’s monitoring schedule. We noted, however, that these 
subrecipients did have a monitoring visit performed during the year.  

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The possible asserted cause of this finding is that the monitoring spreadsheet is not adequately being 
reviewed by program management to ensure that it is complete. The effect of this finding is that the 
omission of subrecipients from the monitoring schedule may result in subrecipients not having a site visit 
conducted. 

Recommendation 

We recommend the City ensure that all subrecipients are appropriately included on the monitoring 
schedule. This will ensure that a complete review of the results and status of the site visits can be made by 
management.  
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Views of Responsible Officials 

The City is in compliance with federal guidelines for all subrecipients to be monitored. This finding is 
merely identifying six subrecipients not on a tracking list that is not required by compliance. The list is 
merely a backup of a monitoring schedule requested for audit purposes, but the process of monitoring all 
subrecipients is initiated by all open contracts that confirm they were all completed. 

08-22 Reporting and Subrecipient Monitoring 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development; 
Various grant numbers 

Criteria 

According to 24 CFR Section 583.125, HUD may provide grants to pay for a portion of the actual 
operating costs of supportive housing. Assistance for operating costs is available for up to 75% of the total 
cost in each year of the grant. The nonfederal entity must pay with its own funds, the percentage of the 
actual operating costs not funded by HUD. At the end of each operating year, the nonfederal entity must 
demonstrate that it has met its share of the costs for that year.  

Additionally, according to 24 CFR Section 583.300 (g) and the 2008 Compliance Supplement, the report 
HUD-40118, Annual Progress Report (OMB No. 2506-0145), is due from each grantee 90 days after the 
end of each operating year. Separate reports are required for each grant received. The auditor is expected to 
test the financial data in:  

(1) Part I – 15. Supportive Services 

(2) Part II – 19. Supportive Housing Program: Leasing, Supportive Services, Operating Costs, HMIS 
Activities and Administration 

(3) Part II – 20. Supportive Housing Program: Acquisition, Rehabilitation, and New Construction 

Condition Found 

Subrecipients of the City primarily incur expenditures that are used to provide the related matching amount 
required under the Supportive Housing Program. The subrecipients initially prepare the required 
HUD-40118, Annual Progress Report, which includes expenditures and matching amounts. These reports 
are submitted to the City and the management of the Supportive Housing Program review these reports, 
modify amounts as necessary to add direct City expenditures (primarily for administration) and approve 
and submit the reports to HUD. No information is obtained by the City from the subrecipients to support 
the amount recorded in “Part II – 19. Supportive Housing Program: Leasing, Supportive Services, 
Operating Costs, HMIS Activities and Administration,” and thus, we were not able to ensure that the 
amounts recorded were properly supported. 
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Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The cause of this finding is that the City is not ensuring that amounts compiled by the subrecipients are 
properly supported by qualifying subrecipient matching expenditures. The effect of this is that the City 
may be reporting amounts as matching expenditures that are not appropriately supported. 

Recommendation 

We recommend the City implement procedures to ensure that amounts compiled by subrecipients that are 
reported by the City as matching expenditures on the HUD-40118, Annual Progress Report, are accurate 
and complete. 

Views of Responsible Officials 

The current process in place does have an oversight to verify accuracy of figures. However, we will discuss 
the process to review the overall effectiveness of necessary documentation needed on hand to support the 
figures being reported. 

08-23 Reporting  

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development; 
Various grant numbers 

Criteria 

According to 24 CFR Section 583.300 (g) and the 2008 Compliance Supplement, the report HUD-40118, 
Annual Progress Report (OMB No. 2506-0145), is due from each grantee 90 days after the end of each 
operating year. Separate reports are required for each grant received. The auditor is expected to test the 
financial data in:  

(4) Part I – 15. Supportive Services 

(5) Part II – 19. Supportive Housing Program: Leasing, Supportive Services, Operating Costs, HMIS 
Activities and Administration 

(6) Part II – 20. Supportive Housing Program: Acquisition, Rehabilitation, and New Construction 
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Condition Found 

For a sample of 15 HUD-40118, Annual Progress Report, which represented 100% of such reports to be 
submitted, we found discrepancies between the amounts submitted on the HUD-40118 reports and the 
City’s accounting records of such amounts. Differences were noted in five (5) of the submitted reports with 
total differences in those reports noted as follows: 

• Leasing amounts reported as $83,797 on the relevant HUD-40118 reports and were $82,795 per the 
City’s accounting records. 

• Supportive services amounts reported as $565,572 on the relevant HUD-40118 reports and were 
$528,664 per the City’s accounting records. 

• Operating costs amounts reported as $181,088 on the relevant HUD-40118 reports and were $180,954 
per the City’s accounting records. 

• Administration amounts reported as $15,545 on the relevant HUD-40118 reports and were $10,976 per 
the City’s accounting records. 

We also noted that one (1) of the fifteen (15) Annual Progress Reports was prepared using two years of 
information instead of the required one year and three (3) of the Annual Progress Reports had amounts 
reported for certain categories of costs that did not agree to the same amounts reported elsewhere in the 
same Annual Progress Report. Additionally, four (4) of the fifteen (15) Annual Progress Reports were not 
filed timely. 

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The cause of this finding is that the City is not ensuring that amounts compiled on the Annual Progress 
reports are properly supported by the City’s accounting records. The effect of this is that the City may be 
reporting amounts that are not appropriately supported. 

Recommendation 

We recommend the City implement procedures to ensure that amounts compiled on the HUD-40118, 
Annual Progress Report are accurate and complete. Additionally, internal controls should be implemented 
to ensure that these reports are properly reviewed for accuracy and submitted within the program time 
requirements. 

Views of Responsible Officials 

Procedures have been put into place to adequately monitor all expenditures to ensure that our accounting 
system matches what is being reported.  
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08-24 Cash Management 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development; 
Various grant numbers 

Criteria 

According to the 2008 Compliance Supplement, when entities are funded on a reimbursement basis, 
program costs must be paid for by entity funds before reimbursement is requested from the federal 
government. Additionally, according to the SHP Desk Guide Section F, grantees should draw funds within 
a reasonable period of time before needing to pay an invoice or salaries. The reasonable time period was 
deemed to be no more than 15 days. 

Condition Found 

In our sample of sixty (60) expenditures, we found that one (1) expenditure had a disbursement date that 
was in excess of fifteen (15) days after the date of the related drawdown of the federal funds. The total 
associated dollar amount of this expenditure was $25,473 or 3.3% of the total sampled population. 

Questioned Costs 

The most likely questioned costs associated with this finding are $59,171 and were computed by 
multiplying the 3.3% error rate as calculated in our sample population to the total of the program 
expenditures of $1,803,986. 

Possible Asserted Cause and Effect 

The asserted cause of this finding is that there was a delay in the actual payment of the invoice by the 
City’s accounts payable division and thus the federal drawdown was executed by the grant personnel prior 
to the City’s payment. The effect of this finding is that the City be drawing down funds in excess of the 
number of days deemed to be reasonable in requesting such funds. 

Recommendation 

We recommend that the City review their procedures for requesting reimbursement of federal funds to 
ensure that reimbursement requests are made after the payment of the expenditure with local funds. 

Views of Responsible Officials 

DMD/CED has implemented changes in 2009 to ensure compliance with the 15 day requirement. 
Currently all paperwork sent to Accounts Payable (AP) must have an AP tag attached to it before it will be 
accepted. After meeting with AP staff, a new policy was implemented that would require DMD/CED staff 
to also include a pink tag on all grant claims. The pink tag is labeled “GRANTS” at the top and includes 
the name and number of the person to contact with any questions about the claim. When AP receives a 
claim that has a pink tag, it will let them know that claim is to be a priority for the day. If there are any 
issues/problems with the claim, AP will contact the appropriate person immediately to get the issue 
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resolved. Staff also checks FAMIS once a week to make sure checks have been cut for all claims submitted 
to AP in the last 7 days. 
 
08-25 Reporting and Program Income 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of 
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007 

Criteria 

The Community Development Block Grant program requires the City to report federal expenditures under 
the program both through the Integrated Data Investment System (IDIS) and in the filing of a quarterly 
financial report under the Payment Management System (Form 272). The 2008 Compliance Supplement 
indicates that the auditor should trace the amounts reported to accounting records that support the audited 
financial statements and the schedule of expenditures of federal awards and verify agreement.  

Condition Found 

During 2008, the City reported that $10,073,662 was disbursed in IDIS while $10,528,805 was reported in 
the quarterly submitted Form 272 for 2008. The City’s general ledger accounting system reported accrual 
basis expenditures of $10,671,761 during the fiscal year ended December 31, 2008. Additionally, the City 
reported $1,274,834 of program income in IDIS and $1,312,565 per the quarterly submitted Form 272 
related to 2008. In 2008, the City recorded $1,739,576 of program income in the general ledger accounting 
system. While the City prepared reconciliations of these amounts, the City also reported $372,776 of 
adjustments on the Form 272, however, was not able to provide any documentation to support this reported 
amount. As a result of the unsupported adjustments, we could not determine that the reconciliations for 
disbursements or program income were prepared accurately. 

Questioned Costs 

The questioned costs associated with this finding are not able to be determined as the City could not 
determine whether the amount of program income reported in IDIS was correctly reported, which would 
affect the amount drawn down to reimburse the City for expenditures incurred under the program. 

Possible Asserted Cause and Effect 

The effect of this condition is that the City may not have properly reported the expenditures and program 
income under this program in their federal reporting, in IDIS, or in the general ledger accounting system.  

Recommendation 

We recommend that the City implement procedures to ensure that reconciliations are regularly prepared 
between IDIS and the general ledger accounting system for both expenditures and program income. These 
reconciliations should be completed prior to the completion and submission of the Form 272 to ensure that 
amounts that are reported are appropriate. Additionally, documentation relating to any adjustments that are 
reported on the Form 272 should be maintained to support such amounts. 
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Views of Responsible Officials 

Reporting processes are being updated to improve internal control and overall management of all grant 
requirements. City personnel will ensure that quarterly financial reports are properly reconciled to IDIS 
and the Form 272. 

08-26 Procurement and Suspension and Debarment 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of 
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007 

Criteria 

According to the 2008 Compliance Supplement, all nonfederal entities shall follow federal laws and 
implementing regulations applicable to procurements, as noted in federal agency implementation of the 
A-102 Common Rule. These regulations require the following: 

• Contract files should exist and contain appropriate cost or price analysis that was performed in 
connection with procurement actions, including contract modifications and this analysis should support 
the procurement action (A-102 Common Rule §__.36(f)). 

• Contract files should document the significant history of the procurement, including the rationale for 
the method of procurement, selection of contract type, contractor selection or rejection, and basis of 
contract price (A-102 Common Rule §__.36(b)(9)). 

• Procurements should provide full and open competition (A-102 Common Rule §__.36(c)(1)). 

• Documentation should be maintained in support of the rationale to limit competition in those cases 
where competition was limited and justified (A-102 Common Rule §__.36(b)(1)). 

Additionally, nonfederal entities are prohibited from contracting with parties that are suspended or 
debarred or whose principals are suspended or debarred. Covered transactions include those procurement 
contracts for goods and services awarded that are expected to equal or exceed $25,000 or meet certain 
other specified criteria. 

Condition Found 

In our sample of fifteen (15) vendors, we found that four (4) vendors had no documentation supporting the 
procurement actions, including bid recipients or analysis of such bids or documentation/justification 
supporting that competition was to be limited.  

For suspension and debarment, we tested the same fifteen (15) vendors from our procurement testing. For 
one (1) of the vendors, the City did not maintain documentation in support of their required check for 
suspension and debarment. 
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Questioned Costs 

The known questioned costs associated with this finding are $83,960 and were computed as the amount of 
expenditures in 2008 related to these vendors. The most likely questioned costs are $85,672 and were 
computed by multiplying the ratio of the known questioned costs of $83,960 to the tested population of 
$1,940,160 by the entire population of $1,979,720. 

There are no questioned costs associated with the suspension and debarment finding. 

Possible Asserted Cause and Effect 

The effect of the lack of documentation is that open competition for procurements under federal awards is 
not achieved. Additionally, the effect of not having internal controls functioning properly over suspension 
and debarment, is that federal awards may be spent with a nonqualifying vendor.   

Recommendation 

We recommend the City implement internal control procedures to ensure that all procurements under 
federal awards are assured to follow federal and state regulations, as applicable. All procurement actions 
should have a contract file that documents the history of the individual procurement, including bid 
solicitations, bid receipts, and analysis of such bid receipts. If procurements are not competitively bid, the 
rationale should be formally documented in the contract file. Additionally, the City should ensure that 
internal controls are operating effectively to ensure that qualifying vendors are not suspended or debarred. 
Documentation should be retained to support such vendor checks.   

Views of Responsible Officials 

Procurement and suspension and debarment monitoring processes have been reviewed to improve internal 
control and overall management of all grant requirements. 

08-27 Reporting 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of 
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007 

Criteria 

According to 24 CFR Sections 135.3(a), 135.90, and 570.607, for each grant over $200,000 that involves 
housing rehabilitation, housing construction, or other public construction, the prime recipient must submit 
Form HUD 60002. There are several key line items that the 2008 Compliance Supplement identified for 
testing by auditors.  
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Condition Found 

We compared the key line items identified in the 2008 Compliance Supplement to information maintained 
by the City to support the amounts and numbers submitted in the Form HUD 60002. Several differences 
were noted in these key line items as follows: 

 Form HUD 60002 City Supporting 
Documentation 

Dollar Amount of Award $9,300,000 $9,492,006 

Construction Contracts Awarded $5,131,851 $6,281,766 

Contracts Awarded to Section 3 Businesses $1,276,526 $1,215,662 

Non-Construction Contracts Awarded $4,168,149 $3,964,417 

 

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The cause of this finding is that the City is not performing a management review of the Form HUD 60002 
prior to submission to ensure that the form is accurate and complete. The effect is that inaccurate reporting 
may be submitted to HUD. 

Recommendation 

We recommend the City implement a management review of the HUD Form 60002 prior to its submission 
to ensure that complete and accurate information is used to compile the required form. 

Views of Responsible Officials 

A new staff person has been assigned to Section 3 and has meet with HUD staff to get a better 
understanding of the reporting requirements. Having a better understanding of how to report to HUD will 
eliminate future confusion.  
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08-28 Subrecipient Monitoring 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of 
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007 

Criteria 

According to OMB Circular A-133 §__.400(d)(1) and the 2008 Compliance Supplement, a pass-through 
entity is responsible for award identification. At the time of the award, the pass-through entity must 
identify to the subrecipient the federal award information, which includes the CFDA title and number, 
award name, name of federal agency, and applicable compliance requirements. 

Condition Found 

The City typically utilizes a standard agreement with their subrecipients, which communicates the above 
requirements. However, the City included the name of the federal program, but not the related CFDA 
number on agreements for one (1) of the nineteen (19) subrecipients for the Community Development 
Block Grants/Entitlement Grants program.  

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The cause of this finding is that the City did not utilize their standard subrecipient agreement for the 
subrecipient. The effect of this finding is that the subrecipient of the City does not have the complete 
identifying information required. The identification of all federal award information is vital so that the 
subrecipient is fully aware of the federal origin of the grant funding and hence the compliance 
requirements.  

Recommendation 

We recommend the City ensure that all agreements with subrecipients include the CFDA number to ensure 
that the subrecipient is aware of the source and requirements of the funds that they are receiving. 

Views of Responsible Officials 

The City agrees with this finding and will ensure that all loan agreements include the CFDA number. City 
will notify the subrecipient of the CFDA number. 
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08-29 Matching, Level of Effort, Earmarking 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of 
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007 

Criteria 

According to 24 CFR Sections 570.200(a)(3) and 570.208(a) and the 2008 Compliance Supplement, not 
less than 70% of the program funds must be used over a period of up to three years, as specified by the 
grantee in its certification, for activities that benefit low- and moderate-income persons.  

Condition Found 

The City’s Integrated Disbursement and Information System (IDIS) report C04PR26 indicates on line 22 
that the “percent of low/mod credit” is 75.33% which is in excess of the 70% threshold noted above. 
However, included in that calculation is an adjustment amount of $728,755, which is reported on line 20 of 
the C04PR26 report and is entitled “adjustment to compute total low/mod credit.” The City could not 
provide any documentation to support the source of this adjustment, and therefore, we were not able to 
verify its accuracy. We noted that without this adjustment amount, the City would not have met the 70% 
required earmarking requirement. 

Questioned Costs 

The questioned costs, if any, associated with this finding cannot be determined. 

Possible Asserted Cause and Effect 

The cause of this finding is that the City did not maintain adequate documentation to support amounts 
entered into IDIS for this adjustment. The effect is that inaccurate information may have been reported in 
IDIS.  

Recommendation 

We recommend the City implement internal controls to ensure that there is appropriate review of amounts 
entered into IDIS and that adequate support is maintained for all adjustment amounts.  

Views of Responsible Officials 

The City will establish internal controls that will provide support for any adjustments made to the 
CO4PR26 Report.  
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08-30 Special Tests and Provisions – Environmental Reviews 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of 
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007 

Criteria 

According to 24 CFR Sections 58.1, 58.22, 58.34, 58.35, and 570.604, projects must have an 
environmental review unless they meet criteria specified in the regulations that would exempt or exclude 
them from Request for Release of Funds and environmental certification requirements.  

Condition Found 

The City did not have internal controls that were operating effectively to ensure that all projects had the 
required environmental reviews. The City maintains a schedule of Community Development Block 
Grants/Entitlement Grants projects and documents their environmental review status. This schedule was 
not complete in that not all projects were appropriately listed for 2008. As a result, the City did not perform 
environmental reviews for six (6) of seventy-seven (77) planned reviews. 

Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The cause of this finding is that the City did not properly maintain their environmental tracking schedule to 
ensure that all projects were properly included. The effect is that certain projects did not have 
environmental reviews as required.  

Recommendation 

We recommend the City ensure that their designed internal controls are operating effectively by ensuring 
that a review is performed to ensure that the schedule listing the required environmental reviews is 
complete and accurate.  

Views of Responsible Officials 

The City does have internal controls in place to ensure that all projects subject to an environmental review 
have the review. There was a change in staff last year, which led to confusion regarding what had already 
been completed and what needed to be completed. The new staff did not know where the former staff 
stored the required documentation. The process that is place will be more than adequate to ensure 
compliance in future years. 
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08-31 Procurement and Suspension and Debarment 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA Nos. 97.004/97.067/97.073/97.074, Homeland Security Grant Program Cluster, Department of 
Homeland Security passed through the Indiana Department of Homeland Security; Grant Numbers   C44P-
7-031, C44P-5-240, C44P-7-405, C44P-9-184A, C44P-7-406, C44P-9-338A, C44P-9-370A, C44P-9-
217A, C44P-8-191A, C44P-7-328, C44P-7-474, C44P-7-414, C44P-8-118A, and C44P-9-349A 

Criteria 

According to the 2008 Compliance Supplement and §__.36(b)(9), §__.36(c)(1), §__.36(b)(1), and 
§__.36(d)(4), procurements should conform to the following criteria:  

• The contract file should document the significant history of the procurement, including the rationale for 
the method of procurement, selection of contract type, contractor selection or rejection, and the basis of 
contract price. 

• The procurement should provide full and open competition. 

• The procurement should document the rationale to limit competition in those cases where competition 
was limited. 

Condition Found 

For procurement, we tested nine (9) vendors with total expenditures of $1,835,505 and which encompassed 
74% of the total expenditures under this program subject to this compliance requirement. Of these total 
vendors, two (2) did not have sufficient information in the contract file to detail the bids or quotes obtained 
to evidence full and open competition. There was also no formal documentation that indicated a rationale 
to limit competition. 

Questioned Costs 

The known questioned costs associated with the procurement finding were $47,676 and were computed as 
the entire 2008 expenditures for the vendors for which no bid or quote information was present or there 
was no documentation to evidence the appropriateness of the rationale to limit competition. The most 
likely questioned costs were $64,102 and were computed by extrapolating the error rate percentage of 
2.6% found in our sample to the relevant population of $2,467,900. 

Possible Asserted Cause and Effect 

The possible asserted cause of this finding is that procurement documentation is not being adequately 
maintained for professional services or for procurements that are not competitively bid for other reasons. 
The effect of the lack of documentation is that open competition for procurements under federal grants is 
not achieved or that documentation supporting the limitation on competition is not adequately maintained 
to support the justification.  
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Recommendation 

We recommend that the City implement internal control procedures to ensure that all procurements under 
federal grant awards are assured to follow federal and state regulations, as applicable. If procurements are 
not competitively bid, the rationale for such should be formally documented in the contract files.  

Views of Responsible Officials 

Procurement and suspension and debarment monitoring processes are being reviewed to improve internal 
control and overall management of all grant requirements. The two (2) exceptions were reviewed and 
followed up on. The City recognizes that proper documentation such as sole source approval through the 
grantor should have been obtained to justify the procurement for one of the exceptions, which involves a 
vendor for the design and hosting of the public safety training web site and to augment the existing 
distance learning web site that was originally designed by this vendor. The City has ensured proper 
documentation to justify procurements during 2009 fiscal year. Also for the second exception, the vendor 
was selected based on the City’s Request for Qualification procurement method, however, was not 
properly documented to show responses received and any evaluations. The City has ensured proper 
documentation to justify procurements during 2009 fiscal year. 

08-32 Allowable Costs/Cost Principles 

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number 

CFDA No. 97.025, National Urban Search and Rescue (US&R) Response System, Department of 
Homeland Security, Grant Numbers EMW-2006-CA-0219, EMW-2008-CA-1493, EMW-2007-CA-0219, 
and EMW-2008-CA-0522 

Criteria 

Per OMB Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, Attachment B, 
Paragraph 8(h)(3) and (4), where employees are expected to work solely on a single federal award or cost 
objective, charges for their salaries and wages will be supported by periodic certification that the 
employees worked solely on that program for the period covered by the certification. These certifications 
are to be prepared at least semi-annually and will be signed by the employee or supervisory official having 
first-hand knowledge of the work performed by the employee. Where employees work on multiple 
activities or cost objectives, a distribution of their salaries or wages will be supported by personnel activity 
reports or equivalent documentation, which (1) reflects an after-the-fact distribution of the actual activity 
of each employee; (2) accounts for the total activity for which each employee is compensated; (3) is 
prepared at least monthly and must coincide with one or more pay periods; and (4) must be signed by the 
employee.  

Condition Found 

We selected a sample of 30 expenditures under the program that included payroll and payroll-related 
expenditures. Of this sample, seven of the sample items were for payroll-related expenditures. Six of the 
seven payroll-related sample items, which represented $14,446 of the total $120,810 of payroll-related 
items in our sample did not have complete time certifications on file. These six sample items were for 
employees working solely on the grant programs and only an annual certification statement indicating that 
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100% of their time was spent on that grant was completed. The certifications should have been executed at 
least semiannually for these employees.  

Questioned Costs 

The amount of most likely questioned costs is $116,428 and was computed as one-half of the 
payroll-related expenditures for the year for the employees who charged 100% of their time to the grant 
program. 

Possible Asserted Cause and Effect 

Management indicated that when employees’ time is charged 100% to a respective grant, management was 
not aware of the requirement for the employees to complete semiannual time certifications. The effect of 
this finding is that time may be charged to the grant that does not represent actual time spent on grant 
activities. 

Recommendation 

We recommend that management strengthen the City’s processes and controls to help ensure that payroll 
charges are supported by after-the-fact personnel activity reports or that semiannual certification 
statements (at a minimum) are executed for all employees charging time to federal grants stating that 100% 
of their time is spent on a particular grant.   

Views of Responsible Officials 

Both the Grant Manager and Program Manager have attended grant management training and were aware 
of the required certifications. After completing the grant management courses early in 2008, processes 
were reviewed and systems were put into place to ensure that requirements were being met. 

2CFR225 Appendix B Section 8 paragraph h.3 states, “Where employees are expected to work solely on a 
single Federal award or cost objective, charges for their salaries and wages will be supported by periodic 
certifications that the employees worked solely on that program for the period covered by the certification. 
These certifications will be prepared at least semiannually and will be signed by the employee or 
supervisory official having first hand knowledge of the work performed by the employee.” Because 
2CFR225 is not explicit as to how the semiannual certifications are to be carried out or what language is to 
be included we feel that this requirement was met in a few ways.  

One certification was completed by the employees for January 1, 2008 – December 31, 2008. The 
additional certifications required were completed by personnel having first-hand knowledge of the work 
performed by each employee while performing periodic tasks for the grant program. One periodic task is 
the quarterly completion of the PSC272 reports. The CFR does not state that financial reports cannot be 
used to certify effort for the grant program. This particular financial report is different from the 269’s and 
other reports used by various federal agencies in that it certifies more than the accuracy of the report. The 
PSC 272 includes a certification, which states, “I certify to the best of my knowledge and belief that this 
report is true in all respects and that all disbursements have been made for the purpose and conditions of 
the grant or agreement.” That statement is signed by an individual who has first-hand knowledge of all 
work hours charged to the grant program. Because the statement certifies all disbursements and 
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specifically states that all have been made for the purpose and conditions of the grant or agreement we feel 
that these financial reports met the certification requirement in 2008. In addition, the three individuals 
employed by Indiana Task Force One are fully aware that their positions are grant funded and understand 
that they cannot be compensated for hours that do not support program activities. To ensure that this fact is 
understood, a standard operating procedure was drafted early in 2008 stating that when employees sign 
their time cards they also certify that 100% of the effort supported the grant program. Those time cards are 
also signed by an individual who has first-hand knowledge of all work activities and would not sign if the 
hours worked did not support the program. Finally, we are structured in such a way that individuals 
assigned to Indiana Task Force One do not work in any other units of the Indianapolis Fire Department 
(IFD) or any projects that do not support USAR functions. Both the Chief and the CFO for IFD are fully 
aware that the task force positions are grant funded and that employees cannot be assigned to other 
departments or work on projects that do not support the grant program.  
We will comply with the recommendation. Even though we believe that this requirement is being met, the 
recommendation is reasonable and would not require much effort to complete. The additional certification 
has been added to our process and will be completed when our semiannual progress reports are due. 

08-33 Procurement, Suspension, and Debarment 

Federal Program, Federal Agency, Pass-Through Entity, Federal Grant(s) Number 

CFDA No 66.458 Capitalization Grants for Clean Water State Revolving Fund, U.S. Department of 
Agriculture passed through State of Indiana Budget Agency; Grant Numbers CS18223301, CS18230501, 
CS18235801, CS18241201, Indy 6-2004 B, WW0501497, WW12/5 Indy Loan #8, Indy Loan 9, Indy 
Loan 10 

Criteria 

Nonfederal entities are prohibited from contracting with or making subawards under covered transactions 
to parties that are suspended or debarred or whose principals are suspended or debarred. Covered 
transactions include procurement contracts for goods or services awarded that are expected to equal or 
exceed $25,000 or which meet certain other specified criteria and all nonprocurement transactions 
(e.g., subawards to subrecipients). 

When a nonfederal entity enters into a covered transaction with an entity at a lower tier, the nonfederal 
entity must verify that the entity is not suspended or debarred or otherwise excluded. This verification may 
be accomplished by checking the Excluded Parties List System (EPLS) maintained by the General Services 
Administration, collecting a certification from the entity, or adding a clause or condition to the covered 
transaction with that entity. 

Condition Found 

During our Procurement and Suspension and Debarment testwork, we noted that the City did not have 
internal controls in place to assure that its contractors that met the requirements were not suspended and/or 
debarred.
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Questioned Costs 

There are no questioned costs associated with this finding. 

Possible Asserted Cause and Effect 

The effect of this condition is that the City could enter into procurement transactions with vendors that are 
suspended or debarred. During our testing, we found that none of the vendors were suspended or debarred. 

Recommendation 

We recommend that the City implement policies and procedures to make sure that all vendors are reviewed 
for debarred and/or suspended status or that certification is received to that extent or that documentation is 
maintained of the City’s check of the EPLS. The EPLS check should be performed prior to the City 
contracting with the vendor. 

Views of Responsible Officials 

Procurement and suspension and debarment monitoring processes were reviewed and updated at the end of 
2007 calendar year. The agreements in questions date back to 2001. The vendors in question will be 
verified for suspension and debarment immediately. However, we can not go back in time to provide 
documentation for when these loans went into affect. As of the beginning of 2008, all agreements include 
suspension and debarment language and once executed the vendors are verifying that they are not 
debarred. For all multi year contracts the internal process will be updated to verify the suspension and 
debarment checks for every year the contract is in effect by the awarded grantee. It is also the City’s 
perception that there was grantor approval during all of this process in the last nine years or the loans 
would have been null and no reimbursement would have been received. 
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03-01 
04-01 
05-01 
06-01 
07-01 

 
 

Financial Reporting for Waterworks 
Items for which the City is accounting for on the cash basis of 
accounting should be re-evaluated so that these activities may be 
properly reflected on the accrual basis of accounting.  Or, 
procedures should be implemented to ensure that these activities are 
properly converted to the accrual basis of accounting for year-end 
reporting. 

 

Correction in progress.  See current year findings.  
08-02, 08-04, 08-05, 08-07, 08-09, 08-11, 08-12, and 
08-13. 

Rob Erney 
(317) 327-4296 
rerney@indygov.org 

05-3 
05-7 

 

Procurement and Suspension and Debarment – Public Safety 
Partnership and Community Policing Grants and Community 
Development Block Grants 
Suspension and debarment verification is not being certified 
according to internal controls in place. 
  

Correction in progress; see current year finding 08-
26. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

06-01 
07-01 

Management Review and Supervision Over Financial 
Reporting Process 
Significant errors, both in number and amount, were noted in the 
accounting entries made by the City during the financial reporting 
process.  Additional internal controls should be implemented to 
ensure that management review is occurring for tasks/financial 
reporting areas that are more complex or that have resulted in audit 
differences in prior years.  

The City has added additional staff to address this 
issue for future financial statements which should 
allow for more internal review of the audit tasks. 
 
Correction in progress.  See current year finding 
08-01. 
 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

06-02 
07-02 

Recording of Debt Transactions  
Numerous audit adjustments were required to ensure accuracy in 
financial reporting for bond and debt related activities.  This occurred 
for both the governmental activities and the Waterworks proprietary 
fund. 

The City will continue to work with the Indianapolis 
Bond Bank to improve communication and intend to 
have the entries properly recorded for future 
financial statements.  
 
Correction in progress.  See current year finding 
08-07. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

06-05 
07-03 

Contributed Infrastructure and Redevelopment Properties 
The City records infrastructure that are partially constructed with the 
City’s funds and partially funded with federal dollars received by the 
State of Indiana.  There were several projects that were completed 
but recorded in the financial statements on a timely basis which 
affected both capital assets and contributed capital. 
 

The City agrees that additional controls should be 
implemented to ensure that completed 
infrastructure projects and redevelopment property 
disposals are recorded on a timely basis. Policy and 
procedures will be reviewed with management of 
departments involved to enhance current 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 
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The City purchases redevelopment properties that are used for 
economic development initiatives which are often subsequently sold 
to developers to accomplish the City’s objectives.  In 2006, a review 
of these properties was undertaken to determine whether the City 
continued to be the owner of such properties.  Many were found to 
be in error and others were not determinable however, until further 
investigation, the City has continued to include these in the financial 
statements. 

procedures and strengthen internal control, so 
transactions occur on a timelier basis. Advances 
have been accomplished in reporting infrastructure 
and redevelopment properties in the current year. 
  
Correction in progress; see current year finding 08-
08.   

06-07 
07-04 

Self Insurance Liabilities 
The City records a liability for its estimate of the incurred but not 
paid and/or reported amount for worker’s compensation and auto 
liability claims as the City is self-insured for both risks.  Management 
estimates this amount primarily by utilizing prior historical experience.  
However, no independent assessment is made as to the adequacy of 
the reserve recorded in prior years to assess the reasonableness of 
the City’s methodology on an ongoing basis. 
 
For public liability self-insurance risks, the City estimates a liability 
for outstanding legal cases which they believer are susceptible to 
accrual.  This process occurs during the financial reporting process 
(i.e. after year end), but usually a significant amount of time prior to 
the issuance of the financial statements.  No process is in place for 
City management to monitor or update this liability after this initial 
assessment. 

The issue has been corrected for auto and public 
liability insurance claims. 
 
Correction in progress for worker’s compensation 
claims. The City is reviewing its process for 
calculating this liability and determining the 
appropriateness of engaging a third party (ie: 
actuary) to assist in the calculation. See current 
year finding 08-10. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

06-08 
07-05 

Long-Term Notes Receivable Balances 
The City often enters into agreements with other entities whereby a 
long-term note receivable is executed for the achievement of the 
City’s economic development initiatives.  In 2006, the City entered 
into several of these agreements and a long-term note receivable 
was recorded for the entire agreement amount even though the funds 
had not yet been disbursed by the City.  Additionally, it was 
determined that some of the long-term notes receivable, which had 
been executed in prior years, were not collectible and thus they were 
written off.  For these notes receivable, it was determined that the 
City was not performing a regular review to confirm the ownership 
of the underlying assets used as collateral.  These properties had 
been sold without proper notification to the City and thus the City had 
no collateralized means to collect the receivable. 

Corrected. Chuck White 
(317) 327-4302 
cwhite@indy.gov 



CITY OF INDIANAPOLIS, INDIANA 
(A COMPONENT UNIT OF THE CONSOLIDATED 

CITY OF INDIANAPOLIS––MARION COUNTY) 
 

Status of Prior Year Findings 
 

Year ended December 31, 2008 
Reference Finding Status Contact Person(s)  

 
In 2007, it was discovered through the audit procedures, that the City, 
also had long term notes receivable recorded that were doubtful of 
collection and thus needed to be written off.   

06-11 
07-06 

Timely Reconciliations of Cash and Trust Accounts 
Cash reconciliations should be performed on a timely basis and 
appropriately reviewed and approved in order to be an effectively 
operating internal control.  During 2006, reconciliations were not 
performed timely, did not always have evidence of a proper review 
being performed, and related adjustments to the financial statements 
were not recorded timely. 
 
In 2007, reconciliations were also not performed timely and 
reconciliations for the City’s trust accounts were often performed 
only at year end. Audit adjustments were recorded to correct 
inappropriate investments income entries and errors in the City’s 
Waterworks fund accounts evidencing a lack of effective 
management review. 

Correction in progress; see current year finding 08-
11. 
 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

06-13 
07-07 

Recording of Accounts Payable  
Accounts payable for financial reporting purposes are recorded 
primarily based on a review of subsequent year cash disbursements 
and determining whether or not such disbursements relate to the 
current year.  Errors were determined for several items that were 
not properly accrued. 

Correction in progress; see current year finding 08-
12. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

06-15 
07-15 

Reporting – Community Development Block Grants 
In 2006, differences were found between the amounts reported on 
Form PMS-272, the amounts in the Integrated Data Investment 
System (IDIS), and the amounts recorded in the City’s general 
ledger system for expenditures and program income. The City could 
not reconcile the amounts.  
 
In 2007, differences in these amounts were also noted and the City 
was able to reconcile these amounts. However, the City also 
reported $372,776 of adjustments on the Form SF-272 but was not 
able to provide any documentation supporting this amount. 

Reporting processes are being updated to improve 
internal control and overall management of all grant 
requirements. City personnel met with HUD on 
October 22, 2009 to discuss the proper way to fill 
out the SF-272 form. It was discovered that the 
form being used was not the most recent form. 
Going forward the correct form has been 
downloaded from HUD’s website, all reports for 
2009 were re-calculated and re-submitted and 
properly reconciled to IDIS and the city’s general 
ledger system. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Correction in progress; see current year finding 08-
25.  

05-04 
06-16  
07-20 

Subrecipient Monitoring –Home Investment Partnerships 
Program and Homeland Security Grant Program Cluster 
The City did not include the CFDA number in the grant agreements 
with subrecipients. 

Corrected. Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

06-17 Cash Management – Supportive Housing Program 
In a sample of thirty expenditures, two were found which had 
disbursement dates that were after the date of the related drawdown 
of the federal funds.  The elapsed time for these two items was 4 
and 25 days respectively.  The total associated dollar amount of 
these expenditures was $29,004 or 4.6% of the total population of 
expenditures of $2,353,068. 
 

Accounts Payable (AP) Manager will implement a 
process that includes immediate communication to 
any department for any documentation AP receives 
that is unable to be processed at the time of review. 
 
Correction in progress; see current year finding 08-
24. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

06-18 
07-30 

Procurement and Suspension and Debarment – Urban Areas 
Security Initiative and Homeland Security Grant Program 
The City did not have internal controls in place to assure that its 
subrecipients and vendors, which met the requirements, were not 
suspended and/or debarred. 

Corrected.  Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

06-22 
07-29 

Subrecipient Monitoring – Urban Areas Security Initiative and 
Home land Security Grant Program Cluster 
The City does not have adequate internal controls in place to ensure 
that subrecipient audits are received or that the results of any audits 
are appropriately reviewed and documented.   

Subrecipient processes are being reviewed to 
improve internal control and overall management of 
all grant requirements. 
 
Correction in progress; see current year finding 08-
20. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

06-23 
07-30 

Procurement and Suspension and Debarment – Urban Areas 
Security Initiative and Homeland Security Grant Program 
Cluster 
The City did not appropriately obtain any price or rate quotations of 
some vendors relating to procurement nor was there any 
documentation to justify the limiting of competition. 

Procurement and suspension and debarment 
monitoring processes are being reviewed to 
improve internal control and overall management of 
all grant requirements. 
Correction in progress; see current year finding 08-
26 and 08-31. 
 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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06-24 
07-22 

Subrecipient Monitoring – Home Investment Partnerships 
Program 
The City maintains a monitoring schedule of all HOME subrecipients 
to facilitate annual site visits to fulfill the during-the-award monitoring 
requirements.  Not all subrecipients were appropriately listed on the 
monitoring schedule and thus some subrecipients did not have site 
visits performed during 2006. 
In 2007, six subrecipients were excluded from the monitoring 
schedule although each had a monitoring visit conducted. 

All 2006 sites have been monitored per 
requirements and the missing 2007 listings have 
been added to the monitoring sheet. 
 
Correction in progress; see current year finding 08-
21. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

06-26 Special Tests and Provisions -Housing Quality Standards  – 
Home Investment Partnerships Program 
For 2006, a total of 8 projects in our sample of 30 projects (total 
population of 33 projects) were not inspected within the appropriate 
guidelines.  

Every effort is made to include all projects that are 
scheduled for inspection, based on total project size, 
for annual, every other year and every third year 
inspection cycles. The City has several 
spreadsheets prepared which tracks projects to 
ensure the appropriate projects are properly 
scheduled for their inspection cycles. 
Staff will review and update spreadsheets to 
maintain current information. Staff will also strive to 
avoid any error in tracking and monitoring projects 
requiring on-site physical inspections in any given 
year. All projects inspected are subject to meeting 
Housing Quality Standards and the HOME 
Program Property Standards requirements. In 2009, 
a new staff has been assigned to this project to 
ensure that all units are inspected by the end of the 
program year. 
 
Correction in progress; see current year finding 08-
19. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

06-27 
07-24 

Eligibility – Home Investment Partnerships Program 
The City did not have internal controls in place that were operating 
effectively to ensure that the eligibility requirements were being 
redetermined annually.   

The City is aware of this finding and agrees that it 
must improve its performance in monitoring and 
tracking the submittal and review of Annual 
Recertification’s of tenant income and occupancy 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 



CITY OF INDIANAPOLIS, INDIANA 
(A COMPONENT UNIT OF THE CONSOLIDATED 

CITY OF INDIANAPOLIS––MARION COUNTY) 
 

Status of Prior Year Findings 
 

Year ended December 31, 2008 
Reference Finding Status Contact Person(s)  

from property owners and managers for each 
active project in the completed rental portfolio. A 
more focused effort is being made by staff to notify 
and follow-up with property owners and managers 
to timely submit their annual recertification 
packages in the anniversary month of their projects’ 
completion. Associated with the recertification’s 
we will be timely in performing the On-site Tenant 
File Reviews for those projects whose schedules 
rotate on annual, every other year or every third 
year inspection cycles. Internal controls for these 
activities include the word spreadsheets created to 
track annual recertification’s and monitoring tenant 
file reviews by the project’s anniversary month on 
the share drive under HOME/Rental Projects. 
These spreadsheets will be updated on an ongoing 
basis.   
 
Correction in progress; see current year finding 08-
14. 

06-28 
07-27 

Matching, Level of Effort, Earmarking – Rental Properties – 
Scope Limitation - Home Investment Partnerships Program 
The City did not have internal controls in place that were operating 
effectively to ensure that the City complies with the earmarking 
requirements of each participating jurisdiction investing HOME funds 
with respect to tenant-based rental assistance and rental units not 
less than 90 percent of (1) the families receiving assistance are 
families whose annual income do not exceed 60 percent of the 
median family income for the area, as determined and made available 
by HUD, with adjustments for smaller and larger families at the time 
of occupancy or at the time funds are invested, whichever is later or 
(2) the swelling units assisted with such funds are occupied by 
families having such incomes.  

A re-organization has taken place where these 
specific duties are assigned to another staff 
member. All earmarking requirements will be met 
before the next audit is completed.   
 
Correction in progress; see current year scope 
limitation at finding 08-16. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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06-29 
07-26 

Matching, Level of Effort, Earmarking - Home Investment 
Partnerships Program  
For 2006, in a sample of 7 match items which constituted 98 percent 
of the total match amount claimed by the City, three of the items did 
not have adequate documentation to support the date of the match 
and a determination could not be made that these amounts were 
appropriately reported for 2006.  They were determined to be from 
an allowable source. 
 
For 2007, the City reported $1,340,093 total match amounts.   In a 
sample of 13 items which constituted 69% of the total match amount, 
9 of the items totaling $633,013 did not have sufficient 
documentation, we could not determine if the amounts were from an 
appropriate match source, or the date of the match could not be 
verified.  

The grant analyst receive additional training in this 
area in 2008 and this better understanding in the 
internal control process will remove this issue 
moving forward. 
 
 
Correction in progress; see current year finding 08-
15. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

07-08 Grant Accounting  
The 2007 audit identified a number of entries that were required to 
properly state grant-related financial statement amounts. The 
majority of these errors is due to an inappropriate level of 
management review of the spreadsheet or incorrectly coded grant 
transactions which caused the City to improperly defer revenue 
related to grants. 

 

The process to record grant receivables and 
deferred revenue was modified in 2008 which 
resulted in improvements to this process for the 
2008 audit. The process is being refined in 2009 to 
further improve the process and address findings 
noted for the 2008 audit. 
 
Correction in progress; see current year finding 08-
03. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

07-09 Waterworks Contributed Capital Asset Transactions  
The Waterworks proprietary fund records capital asset additions 
which represent donations of infrastructure from developers.  The 
audit identified instances whereby these capital assets were not 
recorded on a timely basis and frequently in the wrong year.  Also, 
the audit identified some developer donated infrastructure that was 
recorded by the City many months, and in some cases almost a year, 
after the “in service” date.  Given the often high dollar value of these 
capital assets, it is critical that the Waterworks record them in the 
proper period.   

Processes are being reviewed to improve 
waterworks transactions and overall efficiency of 
all internal processes by new management. 
 
Correction in progress; see current year finding 08-
04. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 
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07-10 Pension Trust Fund Transactions  
Several errors were identified in the recording of Pension Trust Fund 
entries which were required to be corrected by the City.   

Additionally, the audit identified that the City had accrued twice for a 
portion of benefit payments made to recipients of the deferred 
retirement option plan (DROP).   

Corrected. Chuck White 
(317) 327-4302 
cwhite@indy.gov 

07-11 Recording of Waterworks PILOT  
Waterworks pays a payment in lieu of taxes (PILOT) to several 
counties.  The liability at the end of the year is estimated based upon 
historical payments made and the City’s estimate of any anticipated 
increases.  The audit identified several errors in the estimates of 
payments made which required adjustments in the financial 
statements.   

Processes are being reviewed to improve 
waterworks transactions and overall efficiency of 
all internal processes by new management. 
 
Correction in progress; see current year finding 08-
05. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

07-12 IT System Change Management  
All of the Production Implementation Plans that were tested as part 
of the external audit’s internal control testing were missing who 
reviewed, approved, and implemented the plan.  Additionally, 
developers have access to migrate changes to program codes into 
production using batch processing by emailing a change code request 
directly to Production Analysts.  No formal authorization is obtained 
for this process and evidence of approvals is not obtained and 
reviewed by the Production Analysts prior to making the change.  

Processes have been reviewed to improve IT 
System and overall efficiency of all internal IT 
System processes, especially where the third-party 
contractors are concerned regarding the City’s 
approval, testing and implementation procedures.  
 
Correction in progress; see current year finding 08-
13. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

07-13 Property Room Cash and Related Transactions  
The City maintains possession of cash and other items derived from 
illegal activities in an agency fund until the ultimate disposition is 
decided by the courts.  If it is determined that the assets ultimately 
will become the City’s assets, the cash or other item is reduced out 
of the agency fund and recognized as revenue in the City’s pension 
trust fund.  During 2007, the City determined that a significant 
number of these cases were now closed and that these assets 

Corrected. Chuck White 
(317) 327-4302 
cwhite@indy.gov 
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belonged to the City.  Many of the cases had been closed over the 
past couple of years however; City personnel had not timely 
transferred the cash to the pension trust fund.  Additionally, it was 
determined that through our inquiries that none of the cash in the 
property room had been initially recorded in the financial statements 
of the agency fund.   

07-14 Sewer and Water Revenue Adjustments  
The City utilizes a third-party contractor to perform the billing and 
collection function for sewer and water services.  As part of this 
function, the contractor also issues refunds or credits for any 
incorrect billings that may occur related to these services. The City 
does not have a process in place to review or identify these 
adjustments and record corresponding amounts properly in the 
accounting system. 

Processes are being reviewed to improve 
waterworks transactions and overall efficiency of 
all internal processes by new management. 
 
Correction in progress; see current year finding 08-
09. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

07-16 Cash Management - Community Development Block Grants 
In a sample of sixty (60) expenditures, there were twenty-five (25) 
expenditures had disbursement dates that were after the date of the 
related drawdown of the federal funds.  

 

Corrected. Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

07-17 Reporting - Community Development Block Grants 
There are several key line items that the 2007 Compliance 
Supplement identified for testing by auditors that showed 
discrepancies from the Form HUD 60002 to the City supporting 
documentation.   

 

A new staff person has been assigned to Section 3 
and has meet with HUD staff to get a better 
understanding of the reporting requirements. 
Having a better understanding of how to report to 
HUD will eliminate future confusion.   
 
Correction in progress; see current year finding 08-
27. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

07-18 Reporting and Subrecipient Monitoring – Supportive Housing 
Program 
 

Starting in 2009, the Department of Metropolitan 
Development will require all SHP subrecipients to 
include a copy of all checks with the claims.   

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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According to 24 CFR section 583.125, HUD may provide grants to 
pay for a portion of the actual operating costs of supportive housing.  
The non-Federal entity must pay with its own funds, the percentage 
of the actual operating costs not funded by HUD.  At the end of 
each operating year, the non-Federal entity must demonstrate that it 
has met its share of the costs for that year. The City’s subrecipient 
expenditures are used to meet this matching requirement. However, 
no information is obtained be the City from its subrecipients to 
support the amount recorded in “Part II-19. Supportive Housing 
Program: Leasing, Supportive Services, Operating costs, HMIS 
Activities and Administration.”  

Correction in progress; see current year 08-22 and 
08-23. 
 

07-19 Reporting and Subrecipient Monitoring – Supportive Housing 
Program 
As part of the HUD-40118 Annual Progress Report (APR) the 
City is required to report the amount of administration expenses 
during the applicable time period.  Many APRs submitted in 2007 had 
administration expenses that did not agree to the actual administration 
expenses for the period according to the City’s accounting records.   

Corrected. Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

07-21 Subrecipient Monitoring - Home Investment Partnerships 
Program 
The City does not have adequate internal controls in place that were 
operating effectively for 2007 to ensure that subrecipient audits are 
received or that the results of any audits are appropriately reviewed 
and documented.   
 
 

The City is in the process of reviewing internal 
controls to make revision where oversight is needed 
in monitoring subrecipients A-133 reports, including 
management decision and responses that will 
reflect on our own A-133 Report.  
 
Correction in progress; see current year 08-20. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

07-23 Reporting - Home  Investment Partnerships Program 
There are several key line items that the 2007 Compliance 
Supplement identified for testing by auditors that showed 
discrepancies from the Form HUD 60002 to the City supporting 

A new staff person has been assigned to Section 3 
and has meet with HUD staff to get a better 
understanding of the reporting requirements. 
Having a better understanding of how to report to 
HUD will eliminate future confusion.   

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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documentation.   

 

 
Correction in progress; see current year 08-18. 

07-25 Reporting and Program Income  - Home Investment 
Partnerships Program 
During 2007, the City reported that $308,005 of program income was 
disbursed in IDIS while the City’s general ledger accounting system 
reported accrual basis program income of $251,409.  The City was 
not able to reconcile these amounts.  Additionally, the City provided 
supporting documentation of program income which consisted of 
income received related to HOME supported properties.  These 
items amounted to $320,000 which was all received in 2007; however 
the City was not able to reconcile this amount with either of the 
amounts indicated above.   

Grant Analysts are performing reconciliations on a 
monthly basis which will eliminate this issue.  
  
 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 

07-28 Matching, Level of Effort, Earmarking – CHDOs - Home 
Investment Partnerships Program 
 
For two (2) of the sample items which totaled $425,000 in IDIS, the 
related agreements with the CHDOs showed that the actual 
commitment was $654,800 and the City was not able to reconcile this 
difference.  Also, two (2) of the nine (9) CHDOs did not have a 
certification letter. 

There was a total of $531,660 reported in IDIS as actual 
disbursements in 2007 for the CHDO activities.  For three (3) of the 
CHDO contracts with actual disbursements per IDIS of $279,203, 
the actual amounts shown as paid in the City’s general ledger 
accounting system was $337,183.  For four (4) other CHDOs, the 
amounts reported in IDIS of $103,769was not able to be reconciled 
to the City’s general ledger accounting system. 

 

The Grant Analysts and Program Coordinator 
received training from HUD on how to correctly 
document CHDO activities in IDIS.  Now that they 
have this understanding, the issue should resolve 
itself.  
 
Correction in progress; see current year 08-17. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Reference Finding and Corrective Action Contact Person(s) 

08-01 Management Review and Supervision of Recording of Transactions and over Financial Reporting Process 
– Material Weakness 

The primary causes of material errors in the financial statement accounts is a lack of management review by an 
individual other than the individual calculating and recording the entries and a failure to comprehensively address 
unusual situations in normal year-end closing adjustments.  

Corrective Action: Adding personnel is not an option available to the City of Indianapolis to address the workload of 
the personnel who perform all of the activities in connection with the creation of the City’s financials.  Many of the 
issues the City has are caused by the antiquated financial system that is used.  The City is addressing the latter as part 
of a search for a new financial system.  In the meantime, the City will examine the workload to determine how we 
can better meet the needs of the financial reporting process. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

08-02 Waterworks Financial Reporting – Material Weakness 

Numerous and significant financial statement audit adjustments were necessary to properly state Waterworks’ 
financial statement amounts.  It was also determined that the overall financial reporting internal control process for 
Waterworks is weak. 
 

Corrective Action: The management of the Department of Waterworks (Department) of the City has been working 
with its financial consultants to perform a comprehensive review of the financial accounting and reporting practices of 
the Department.  This comprehensive review has included both the overall financial reporting as well as the 
procedures for processing revenues and expenses and creating journal entries to the financial statements.  
Opportunities for improvement will be documented and reviewed by the Department’s new Chief Financial Officer 
(CFO) and implemented as needed.  As processes are evaluated and changes are made, formal documentation will be 
assembled to ensure the process is implemented consistently both now and for future reporting periods. 

Ronald Miller 
(317) 263-6556 
rjmiller@indy.gov 
 

08-03  Grant Accounting Including Related Deferre d Revenue – Material Weakness 

The City enhanced their process for recording grant receivables and the related deferred and unearned revenue for 
year-end financial reporting purposes.  These changes were made due to significant errors identified during the audit in 
the prior year. This new process did not adequately consider the necessary procedures to record deferred revenue and 
thus audit adjustments were required to accurately state these amounts.  Additionally, during testing of grant 
expenditures, KPMG identified expenditures which were recorded in an incorrect year.   

Corrective Action: A new process was created for reviewing the deferred and unearned revenue for grants which the 
City believes substantially improved the process.  The City will continue to work towards the elimination of errors in 
recording these amounts. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 
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08-04 Waterworks Contributed Capital Asset Transactions – Material Weakness 

Instances were identified whereby capital assets were not recorded on a timely basis and, at times, in an incorrect 
fiscal year.  Also some developer-donated infrastructure that was not recorded by the City until many months and in 
some cases several years after the “in service” date.  Additionally, related to these developer-donated assets, the City 
is responsible for refunding a portion of the dollars collected from the developer as customers are added to the water 
system.  The Waterworks enterprise fund records this liability as customer advances.  The audit identified errors with 
the amount of the liability recorded by the City due to inaccurate calculations made by the City.  Also, there were 
certain projects whereby the amount refunded to date to the developers exceeded the maximum amount as calculated 
originally by the City. 

Corrective Action: The management of the Department is committed to improvement in the area of capital asset 
reporting.  The Department’s financial consultants have recommended that one person from the accounting staff have 
specific responsibility for recording and processing entries related to capital asset transactions.  The Department’s 
new CFO will evaluate the amount of time that needs to be dedicated specifically to this task but, the intention is that 
the focus on capital asset reporting will address both the reporting of capital asset additions in an accurate and timely 
manner and the recording and adjusting of developer liabilities. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 
 
 

08-05 Recording of Waterworks PILOT – Material Weakness 

Several errors were noted in the estimates of payments to be made for payments in lieu of taxes (PILOT) which 
required adjustments in the financial statements.   

Corrective Action: The Department, with the assistance of its financial consultant, has already implemented 
procedures whereby future PILOT payments are estimated with more detailed and accurate information.  The 
Department works closely with the City’s Controller’s Office in order to estimate the annual amount of PILOT due to 
the City.  One area that has caused significant estimating problems in the past few years has been that Marion 
County, Indiana and other Counties where PILOT payments are due have been behind on assessing and collecting 
annual property taxes on a current basis.  Because of this, it has been difficult to accurately estimate PILOT 
payments that are due and payable.  Based on discussions with officials from the various Counties involved, the 
Counties should have this problem resolved in the next couple of years. 

Ronald Miller 
(317) 263-6556 
rjmiller@indy.gov 
 

08-06 Recording of Tax Revenues, Receivables, and Deferred Revenues – Material Weakness 

Incomplete assumptions utilized in calculating the receivable were identified for tax increment financing property taxes 
to be received in 2009 related to the final 2008 billing.  Based on these findings, the City recorded additional amounts 
to their property tax receivable amounts recorded in the financial statements.  Additionally, due to delayed receipt of 
County Option Income Tax (COIT) funds received in 2008 relating to the prior year, the City did not properly record a 
receivable for COIT as of the prior year end, thus leading to an overstatement of government-wide tax revenues in 
2008.  

As part of the year-end financial reporting, the City also records deferred revenue in the fund financial statements for 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 
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Year ended December 31, 2008 
tax receivables not received within their availability period (60 days for property taxes and 90 days for all other tax 
revenues).  Due to the tax billing issues, the City received some tax revenues in early 2009 relating to 2008 which 
historically had been received by year-end.  The City did not identify this unusual circumstance in order modify their 
“traditional” deferred revenue procedures and thus inappropriately deferred revenue that should have been recognized 
in the current year. 

Corrective Action: The City is going through an unprecedented experience in regards to the billing and collection of 
property taxes.  The City will continue to review our procedures in calculation of the receivable amounts.  When the 
billing process returns to normal, many of the issues will be mitigated. 

08-07 Waterworks Debt Transactions – Material Weakness 

It does not appear that the trust accounts are being reconciled on a timely basis and thus accounting entries to record 
debt payments are not being recorded when they are made.  Additionally, the accounting entries and reconciliations 
are made by one individual and there is no adequate management review that is occurring to ensure that accounting 
entries are accurate. 

Corrective Action: The Department will reconcile the Trust Statements on a monthly basis with appropriate 
adjustments recorded on the Department’s books and records. 

Ronald Miller 
(317) 263-6556 
rjmiller@indy.gov 
 

08-08 Contributed Capital Assets – Material Weakness 

Several projects that were completed but not reported to the Office of Finance and Management on a timely basis, 
and thus, the contributed capital contributions were recorded in the current year financial statements although they 
should have been recorded in the prior year. 

Corrective Action:  On Federal Highway Administration (FHWA) funded projects, the City is continuing to implement 
the new internal controls established last year.  Additionally, the City is now preparing a Substantial Completion form 
at the final inspection so as to be consistent with locally funded projects.  This clearly and immediately identifies when 
completion has been achieved and we have beneficial use of the improvements.  The State of Indiana, Department of 
Transportation (INDOT) continues to send us INDOT form IC 639, the report of final inspection and recommendation 
for acceptance by INDOT.  The IC 639 is often times not received by the City until 9 to 12 months after the final 
inspection however. This is why the City is preparing its own internal document. 
 
The City continues to require a copy of the final construction record accounting report/binder which includes the final 
accounting spreadsheet, INDOT form IC 642.  The final construction record binder is archived by the Project 
Manager (PM) and copies of the IC 642 and IC 639 are maintained in the Engineering Division and also forwarded to 
the Finance Division of DPW.  INDOT audits every completed FHWA construction project.  Because of the number 
of these each year, INDOT usually takes as much as 5 years to complete a final audit on a project so it is not unusual 
for us to be notified of changes to the final accounting long after the project completion.   
 

Bob Simmons 
(317) 327-5281 
basimmon@indy.gov 
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The above controls for FHWA project completion and closeout are performance measures for all PM's assigned to 
these projects. 

08-09 Sewer and Water Receivable Balances – Material Weakness 

There were significant adjustments required to accurately state accounts receivable balances related to water and 
sewer services. These adjustments included amounts related to the gross receivable balance as well as amounts for 
the reserve for doubtful accounts. 

Corrective Action:  The Department’s management agrees that accounting for customer billings and collections and 
also the resulting accounts receivable is an important part of the financial controls.  The Department’s new CFO will 
work with the third party vendor to institute new procedures, with appropriate checks and balances, to assure that the 
monthly and year-end balances in customer accounts receivable are both accurate and reasonably expected to be 
collectible. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

08-10 Self-Insurance Liabilities (Worker’s Compensation) – Significant Deficiency 

The City records a liability for its estimate of the incurred but not paid and/or reported amount for worker’s 
compensation claims as the City is self-insured for this risk. Management estimates this amount primarily by utilizing 
prior historical experience. However, no independent assessment is made as to the adequacy of the reserve recorded 
in prior years to assess the reasonableness of the City’s methodology on an ongoing basis. During the current year, 
based upon audit procedures, it was determined that the reserve for this self-insured risk was understated and an 
additional accrual was proposed. 

Corrective Action: The City will review its process for calculating this liability and determine the appropriateness of 
engaging a third party (actuary) to assist in the calculation. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

08-11 Timely Reconciliations of Cash and Trust Accounts – Significant Deficiency 

The City maintains numerous trust accounts, which primarily are utilized to invest bond proceeds. The City receives 
monthly statements on these accounts; however, the City completed reconciliations on these accounts sporadically 
during the year and for most accounts only at year-end. This results in disbursements and interest income, which occur 
throughout the year, only being recorded during the year-end closing process.  Additionally, the year-end financial 
reporting process takes more time due to the reconciliations being performed only once a year.  Reconciliations for 
other cash accounts are also not occurring timely and management review is not taking place on a timely basis. 

Corrective Action: It is the intention of the Department of Waterworks that Trust Statements will begin being 
reconciled on a monthly basis with appropriate adjustments recorded on the books and records.  Also, new procedures 
for the monthly reconciliation of fund balances will be implemented as well.  These procedures will become part of the 
monthly closing of the books and records. 

In regards to the other City accounts, in 2008 due to one vacancy caused by a staff member moving to another 
department and the only other staff person being on disability leave for six months, the City was unable to perform the 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 
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reconciliations on a timely basis.  These will be current by year end 2009. 

08-12 Recording of Accounts Payable – Significant Deficiency 

During test work on subsequent year cash disbursements to determine the accuracy of the recorded accounts payable 
amounts, several items were identified that were not properly accrued or some that had been accrued but should not 
have been.  An audit adjustment was needed to ensure that various City funds, including the Waterworks fund, were 
appropriately stated.  No independent review is made of the accrual basis transactions other than by the individual 
originally making the adjustment, and thus, no review process is present to identify errors. 

Corrective Action: Policies and procedures for the establishment and review of accounts payable will be established 
by the Department of Waterworks.  Focus will be on the identification and recording of recurring payments on a 
monthly basis as well as the focus on additional items at fiscal year end. 

Again, for the remainder of the City funds, because of the system currently in use, it is a very manual process for the 
City to create the accounts payable balances at year end.  The City will review our process to see where we can 
improve in the time before a new system is implemented.  

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

08-13 
 

IT System Program Change Management – Significant Deficiency 

Key components of the Production Implementation Plan are who requested, prepared, reviewed, approved, and 
implemented the requested program change.  However, typically the components of who reviewed, approved, and 
implemented the plan are not completed.  Additionally, developers have access to migrate changes to source code into 
production using batch processing by emailing a change request directly to Production Analysts.  The Production 
Analysts place the code in a staging library and a job is run automatically to move to production.  No formal 
authorization is obtained for this process and evidence of approvals is not obtained and reviewed by the Production 
Analysts prior to making the change. 

Corrective Action: After a discussion with the IT system third party, the City understands that part of this 
recommendation has been implemented and the balance of the comment will be implemented by year end. 

The City’s Office of Finance and Management will determine and implement a process for the deletion of security for 
terminated employees and implement a process for the review of other employees' access. 

Chuck White 
(317) 327-4302 
cwhite@indy.gov 

08-14 
 

Eligibility - Home Investment Partnerships Program 

The City did not have internal controls in place that were operating effectively to ensure that the eligibility 
requirements were being redetermined annually.  In a sample of 40 tenant files, KPMG identified issues including no 
annual certification or the certification was not current, no verification of annual income provided or it was incomplete 
and amount provided by annual certification was not supported by documentation provided. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Year ended December 31, 2008 
Corrective Action: The City is aware of this finding and agrees that it must improve its performance in monitoring and 
tracking the submittal and review of Annual Recertification’s of tenant income and occupancy from property owners 
and managers for each active project in the completed rental portfolio.  A more focused effort is being made by staff 
to notify and follow up with property owners and managers to timely submit their annual recertification packages in the 
anniversary month of their project’s completion.  Associated with the recertifications, the City will be timely in 
performing the on-site tenant file reviews for those projects whose schedules rotate on an annual, every other year, or 
every third year inspection cycles.   

 
 

08-15 Matching, Level of Effort, Earmarking - Home Investment Partnerships Program 

It was determined that $108,165 of a total reported $196,495 match amounts did not have sufficient documentation to 
ascertain the appropriateness of the match source or amount.  According to the HUD-40107-A report, the City’s total 
match liability for 2008 was $494,154 and the City had excess match from the prior federal fiscal year of $6,940,928. 

Corrective Action: The Grant Analyst was new to the position and did not have a clear understanding of match and 
what was acceptable documentation. The City received a better understand from U.S. Department of Housing and 
Urban Development (HUD) as to what are acceptable forms of match documentation and has let all sub-receipts 
know what is appropriate.  This better understanding will help resolve this finding in the future. 

 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-16 Matching, Level of Effort, Earmarking-Rental Prope rties-Scope Limitation-Home Investment 
Partnerships Program 

Information to support the low-income status of the tenants is maintained by the owners of the projects and KPMG 
was not provided adequate tenant information to test the eligibility of the tenants or the tenant files were provided but 
were incomplete or did not contain current information (annual recertification required) in order for KPMG to 
ascertain compliance with this requirement. 

Corrective Action: The Project Agreement between the City and the owner/developer stipulates the minimum 
earmarking requirements that must be met before execution of the contract, and obtaining the HOME Rental 
Completion Report from the owner/developer after the project is completed.  It is then reviewed, approved, and 
entered into IDIS.  A HOME Rental Projects Earmarking spreadsheet has been created to track and monitor funded 
projects. A different staff person has been assigned to work on long-term compliance issues which will help with the 
overall management of the rental component of HOME. 

 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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08-17 Matching, Level of Effort, Earmarking – CHDOs - Home Investment Partnerships Program 

The IDIS report was obtained for fiscal year 2008 to test the amounts reported for CHDOs related to the 2008 
HOME allocation.  That report showed a total of $776,223 as the amount reserved for CHDOs, $135,289 as the 
amount committed, and $109,485 as the amount disbursed.  It was determined that IDIS had not been properly 
maintained for amounts related to CHDOs and thus there were committed amounts that should have been entered in 
IDIS but were not and also amounts that were shown in IDIS as committed but were in error.  As a result it was 
undetermined whether or not the City was in compliance with the Earmarking: CHDO requirement. 

Corrective Action: The Grant Analysts and Program Coordinator received training from HUD on how to correctly 
document CHDO activities in IDIS.  Now that they have this understanding, the issue should resolve itself.  

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-18 Reporting - Home Investment Partnerships Program 

The City is not performing a management review of the Form HUD 60002 prior to submission to ensure that the form 
is accurate and complete. Several differences were noted in key line items on Form HUD 60002 between what was 
reported and the City’s supporting documentation of such amounts. 

Corrective Action: A new staff person has been assigned to Section 3 and has met with HUD staff to get a better 
understanding of the reporting requirements. Having a better understanding of how to report to HUD will eliminate 
future confusion.  

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-19 Special Tests and Provisions – Housing Quality Standards  - Home Investment Partnerships Program 

KPMG tested a sample of 36 out of 43 properties which were required to have on-site inspections performed during 
2008.  Of these properties, four (4) of the inspections were not performed within the appropriate time guidelines 
according to the number of units in the property.  Additionally, the City’s policy is to perform inspections on 15% of 
the HOME eligible units within the property and for one (1) of the inspections, the required number of units was not 
inspected.  

Corrective Action: The new staff person assigned to Long-term Compliance, along with the Rehabilitation Staff has 
worked out a schedule to ensure that all units are inspected by the end of the program year.  All information is tracked 
on a spreadsheet and closely monitored.  

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-20 Subrecipient Monitoring - Home Investment Partnerships Program, Supportive Housing Program,  and 
Homeland Security Grant Program Cluster 

The City does not have adequate internal controls in place that were operating effectively for 2008 to ensure that 
subrecipient audits are received or that the results of any audits are appropriately reviewed and documented. 
Corrective Action: The City will review internal controls to make revisions where oversight is needed to be in 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Year ended December 31, 2008 
compliance in monitoring subrecipient’s A-133 reports and including management decision and responses that will be 
reflected on the City’s own A-133 report, if applicable. 

08-21 
 

Subrecipient Monitoring –  Home Investment Partnerships Program 

To ensure that all subrecipients are monitored, the City maintains a monitoring schedule of all subrecipients, which 
includes the name of each subrecipient, the date of the site visit, and the results of the site visit. For a total of nineteen 
(19) subrecipients tested, which represented 100 percent of the population of subrecipients with expenses in 2008, 
KPMG determined that six (6) subrecipients were not properly listed on the City’s monitoring schedule.  KPMG noted 
that this subrecipient did have a monitoring visit performed during the year. 
 
Corrective Action: The City is in compliance with federal guidelines for all subrecipients to be monitored. This finding 
is merely identifying six subrecipients not on a tracking list that is not required by compliance. The list is merely a 
backup of a monitoring schedule requested for audit purposes, but the process of monitoring all subrecipients is 
initiated by all open contracts that confirm they were all completed. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-22 Reporting and Subrecipient Monitoring - Supportive Housing Program 

Subrecipients of the City primarily incur expenditures that are used to provide the related matching amount required 
under the Supportive Housing Program.  The subrecipients initially prepare the required HUD-40118, Annual 
Progress Report, which includes expenditures and matching amounts.  These reports are submitted to the City and 
the management of the Supportive Housing Program review these reports, modify amounts as necessary to add direct 
City expenditures (primarily for administration) and approve and submit the reports to HUD.  No information is 
obtained by the City from the subrecipients to support the amount recorded in “Part II – 19.  Supportive Housing 
Program: Leasing, Supportive Services, Operating Costs, HMIS Activities and Administration,” and thus, KPMG were 
not able to ensure that the amounts reordered were properly supported. 

Corrective Action: The current process in place does have an oversight to verify accuracy of figures. However, we 
will discuss the process to review the overall effectiveness of necessary documentation needed on hand to support the 
figures being reported. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-23 Reporting - Supportive Housing Program 

For a sample of 15 HUD-40118, Annual Progress Reports, which represented 100% of such reports to be submitted, 
KPMG found discrepancies between the amounts submitted on the HUD-40118 reports and the City’s accounting 
records of such amounts.  Differences were noted in five (5) of the submitted reports. KPMG also noted that one (1) 
of the fifteen (15) Annual Progress Reports was prepared using two years of information instead of the required one 
year and three (3) of the Annual Progress Reports had amounts reported for certain categories of costs that did not 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Year ended December 31, 2008 
agree to the same amounts reported elsewhere in the same Annual Progress Report.  Additionally, four (4) of the 
fifteen (15) Annual Progress Reports were not filed timely. 

Corrective Action: Procedures have been put into place to adequately monitor all expenditures to ensure that our 
accounting system matches what is being reported.  

08-24 Cash Management - Supportive Housing Program 

According to the 2008 Compliance Supplement, when entities are funded on a reimbursement basis, program costs 
must be paid for by entity funds before reimbursement is requested from the federal government.  Additionally, 
according to the SHP Desk Guide Section F, grantees should draw funds within a reasonable period of time period 
before needing to pay an invoice or salaries. The reasonable time period was deemed to be no more than 15 days. 

In our sample of sixty (60) expenditures, KPMG found that one (1) expenditure had a disbursement date that was in 
excess of fifteen (15) days after the date of the related drawdown of the federal funds. The total associated dollar 
amount of this expenditure was $25,473 or 3.3% of the total sampled population. 

Corrective Action: DMD/CED has implemented changes in 2009 to ensure compliance with the 15 day requirement. 
Currently all paperwork sent to Account Payable (AP) must have an AP tag attached to it before it will be accepted. 
After meeting with AP staff, a new policy was implemented that would require DMD/CED staff to also include a pink 
tag on all grant claims. The pink tag is labeled “GRANTS” at the top and includes the name and number of the person 
to contact with any questions about the claim. When AP receives a claim that has a pink tag, it will let them know that 
claim is to be a priority for the day.  If there are any issues/problems with the claim, AP will contact the appropriate 
person immediately to get the issue resolved. Staff also checks FAMIS once a week to make sure checks have been 
cut for all claims submitted to AP in the last 7 days. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 
 

08-25 Reporting and Program Income  – Community Development Block Grants 

During 2008, the City reported that $10,073,662 was disbursed in IDIS while $10,528,805 was reported in the quarterly 
submitted Form 272 for 2008.  The City’s general ledger accounting system reported accrual basis expenditures of 
$10,671,761 during the fiscal year ended December 31, 2008.  Additionally, the City reported $1,274,834 of program 
income in IDIS and $1,312,565 per the quarterly submitted Form 272 related to 2008.  In 2008, the City recorded 
$1,739,576 of program income in the general ledger accounting system.  While the City prepared reconciliations of 
these amounts, the City reported $372,776 of adjustments on the Form 272 however, was not able to provide any 
documentation to support this reported amount.  As a result of the unsupported adjustments, KPMG could not 
determine that the reconciliations for disbursements or program income were prepared accurately. 

Corrective Action: Reporting processes are being updated to improve internal control and overall management of all 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Year ended December 31, 2008 
grant requirements. City personnel will ensure that quarterly financial reports are properly reconciled to IDIS and the 
financial accounting system. 

08-26 
 
 

Procurement and Suspension and Debarment - Community Development Block Grants 

In a sample of fifteen (15) vendors, it was found that four (4) vendors had no documentation supporting the 
procurement actions, including bid recipients or analysis of such bids or documentation/justification supporting that 
competition was to be limited.  

For suspension and debarment, the same fifteen (15) vendors  were tested from our procurement testing.  For one (1) 
of the vendors, the City did not maintain documentation in support of their required check for suspension and 
debarment. 

Corrective Action: Procurement and suspension and debarment monitoring processes have been reviewed to improve 
internal control and overall management of all grant requirements. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 
 

08-27 
 

Reporting - Community Development Block Grants 

KPMG compared the key line items identified in the 2008 Compliance Supplement to information maintained by the 
City to support the amounts and numbers submitted in the Form HUD 60002.  Several differences were noted in these 
key line items. 
 
Corrective Action: A new staff person has been assigned to Section 3 and has meet with HUD staff to get a better 
understanding of the reporting requirements. Having a better understanding of how to report to HUD will eliminate 
future confusion.   

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-28 
 

Subrecipient Monitoring - Community Development Block Grants 

The City typically utilizes a standard agreement with their subrecipients, which communicates the above requirements. 
However, the City included the name of the federal program, but not the related CFDA number on agreements for 
one (1) of the nineteen (19) subrecipients for the Community Development Block Grants/Entitlement Grants program.   

Corrective Action: The City agrees with this finding and will ensure that all loan agreements include the CFDA 
number.  City will notify the subrecipient of the CFDA number. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-29 Matching, Level of Effort, Earmarking - Community Development Block Grants 

The City’s Integrated Disbursement and Information System (IDIS) report C04PR26 indicates on line 22 that the 
“percent of low/mod credit” is 75.33 percent which is in excess of the 70 percent threshold noted above.  However, 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Corrective Action Plan 
 

Year ended December 31, 2008 
included in that calculation, is an adjustment amount of $728,755 which is reported on line 20 of the C04PR26 report 
and is entitled “adjustment to compute total low/mod credit”.  The City could not provide any documentation to support 
the source of this adjustment and therefore, KPMG was not able to verify its accuracy.  KPMG noted that without 
this adjustment amount, the City would not have met the 70 percent required earmarking requirement. 

Corrective Action: The City will establish internal controls that will provide support for any adjustments made to the 
CO4PR26 Report.  

 

08-30 Special Tests and Provisions – Environmental Reviews  - Community Development Block Grants 

The City did not have internal controls that were operating effectively to ensure that all projects had the required 
environmental reviews.  The City maintains a schedule of Community Development Block Grants/Entitlement Grants 
projects and documents their environmental review status. This schedule was not complete in that not all projects were 
appropriately listed for 2008.  As a result, the City did not perform environmental reviews for six (6) of seventy-seven 
(77) planned reviews. 

Corrective Action: The City does have internal controls in place to ensure that all projects subject to an environmental 
review have the review.  There was a change in staff last year which led to confusion regarding what had already 
been completed and what needed to be completed.  The new staff did not know where the former staff stored the 
required documentation.  The process that is in place will be more than adequate to ensure compliance in future years.  

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-31 Procurement and Suspension and Debarment –Homeland Security Grant Program Cluster 
For procurement, nine (9) vendors were tested with total expenditures of $1,835,505.  Of these total vendors, two (2) 
did not have sufficient information in the contract file to detail the bids or quotes obtained to evidence full and open 
competition.  There was also no formal documentation that indicated a rationale to limit competition. 

Corrective Action:  Procurement and suspension and debarment monitoring processes are being reviewed to improve 
internal control and overall management of all grant requirements. The two (2) remaining issues were reviewed and 
followed up on. The City recognizes that proper documentation such as sole source approval through the grantor 
should have been obtained to justify the procurement for one of the exceptions which was for the design and hosting 
of the public safety training website and to augment the existing distance learning website that was originally designed 
by the vendor.  The City has ensured proper documentation to justify procurements during 2009 fiscal year.  Also for 
the second exception, the vendor was selected based on the City’s Request for Qualification procurement method, 
however, was not properly documented to show responses received and any evaluations.  The City has ensured 
proper documentation to justify procurements during 2009 fiscal year.   

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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Year ended December 31, 2008 
08-32 Allowable Costs/Cost Principles– National Urban Serach and Rescue (US&R) Response System 

In a sample of 30 expenditures under the program that included payroll and payroll-related expenditures, seven of the 
sample items were for payroll related expenditures.  Six of the seven payroll related sample items which represented 
$14,446 of the total $120,810 of payroll related items in the complete time certifications on file.  These six sample 
items were for employees working solely on the grant programs and only an annual certification statement indicating 
that 100% of their time was spent on that grant was completed.  The certifications should have been executed at least 
semi-annually for these employees. 
 

Corrective Action:  An additional certification has been added to the City’s process and will be comple ted when our 
semi-annual progress reports are due.   

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
 

08-33 Procurement and Suspension and Debarment – Capitalization Grants for Clean Water State Revolving 
Fund 

During the Procurement and Suspension and Debarment testwork it was noted that the City did not have internal 
controls in place to assure that its contractors which met the requirements were not suspended and/or debarred. 

Corrective Action: Procurement and suspension and debarment monitoring processes were reviewed and updated at 
the end of 2007 calendar year. The agreements in questions date back to 2001. The vendors in question will be 
verified for suspension and debarment immediately. However, we can not go back in time to provide documentation 
for when these loans went into affect. As of the beginning of 2008, all agreements include suspension and debarment 
language and once executed the vendors are verifying that they are not debarred. For all multi year contracts the 
internal process will be updated to verify the suspension and debarment checks for every year the contract is in effect 
by the awarded grantee. It is also the City’s perception that there was Grantor approval during all of this process in 
the last nine years or the loans would have been null and no reimbursement would have been received. 

Jeanene Swiezy 
(317) 327-4143 
jswiezy@indy.gov 
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