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CONTROLLER 
CITY OF EVANSVILLE 
FEDERAL FINDINGS 

 
 
 
FINDING 2014-001 - PREPARATION OF THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 
The City did not have a proper system of internal control in place to prevent, or detect and correct, 

errors on the Schedule of Expenditures of Federal Awards (SEFA).  The City should have proper controls in 
place over the preparation of the SEFA to ensure accurate reporting of federal awards.  Without a proper 
system of internal control in place that operates effectively, material misstatements of the SEFA could remain 
undetected. 

 
During the audit of the SEFA, we noted the following material error:  The Economic Development 

Cluster was included in the SEFA; however, no expenditures were reported.  Audit adjustments were 
proposed, accepted by the City, and made to the SEFA presented in this report. 
 

Governmental units should have internal controls in effect which provide reasonable assurance 
regarding the reliability of financial information and records, effectiveness and efficiency of operations, proper 
execution of management's objectives, and compliance with laws and regulations.  Among other things, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing are necessary for proper internal control. 

 
Controls over the receipting, disbursing, recording, and accounting for the financial activities are 

necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements and 
incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, 
Chapter 7)  

 
OMB Circular A-133, Subpart C, section .300 states in part:  "The auditee shall: . . . (d) Prepare 

appropriate financial statements, including the schedule of expenditures of Federal Awards in accordance 
with section .310." 

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

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

  
(1) List individual Federal programs by Federal agency.  For Federal programs included in 

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

 
(2) For Federal awards received as a subrecipient, the name of the pass-through entity and 

identifying number assigned by the pass-through entity shall be included. 
  

(3) Provide total Federal awards expended for each individual Federal program and the 
CFDA number or other identifying number when the CFDA information is not available. 
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CONTROLLER 
CITY OF EVANSVILLE 
FEDERAL FINDINGS 

(Continued) 
 

 
(4) Include notes that describe the significant accounting policies used in preparing the 

schedule. 
  

(5) To the extent practical, pass-through entities should identify in the schedule the total 
amount provided to subrecipients from each Federal program. 
  

(6) Include, in either the schedule or a note to the schedule, the value of the Federal 
awards expended in the form of non-cash assistance, the amount of insurance in effect 
during the year, and loans or loan guarantees outstanding at year end.  While not 
required, it is preferable to present this information in the schedule." 

 
 
FINDING 2014-002 - INTERNAL CONTROL AND COMPLIANCE - BANK ACCOUNT RECONCILIATIONS 
 

For the City bank reconcilements, three employees from the Controller's Office prepare the bank 
reconcilements and are to be reviewed and approved by the Controller.  There was no documentation that 
could be tested or reviewed of the review of the reconcilements by the Controller.  For the Utility bank 
reconcilements, the Utility Accountant prepares bank reconcilements and are to be reviewed and approved by 
the Utility Chief Financial Officer.  There was no documentation that could be tested or reviewed of the review 
of the reconcilements by the Utility Chief Financial Officer.  During testing, errors were found in the 
reconcilements of the City and Utilities, the City and Utilities failed to properly design and implement effective 
internal controls over the preparation of the bank reconciliation to prevent, or detect and correct, material 
misstatements.  
  

City cash and investment fund balances, including Water and Wastewater funds, were not properly 
reconciled to bank balances for all twelve months of 2014.  As a result of incomplete and inaccurate 
reconcilements and improper accounting for cash and investments, incorrect postings to records remained 
undiscovered.  When aggregated, the errors and discrepancies noted on the bank reconcilement resulted in a 
difference between the records and bank balances of $659,165, which was not considered material. 
  

New accounting software was implemented during 2011.  During 2012, the City implemented various 
changes to recording procedures, which included establishing separate bank accounts for Water and 
Wastewater Utilities.  Although the City has transferred the appropriate amount of cash from the City bank 
account to the Utility bank accounts as of December 31, 2014, the reconciled bank accounts for the City and 
Utilities do not agree with the amounts reported on the ledger as described in the preceding paragraph.  
  

Governmental units should have internal controls in effect which provide reasonable assurance 
regarding the reliability of financial information and records, effectiveness and efficiency of operations, proper 
execution of management's objectives, and compliance with laws and regulations.  Among other things, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing are necessary for proper internal control. 
 

Controls over the receipting, disbursing, recording, and accounting for the financial activities are 
necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements and 
incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, 
Chapter 7)  
  

Indiana Code 5-13-6-1(e) states in part:  "All local investment officers shall reconcile at least monthly 
the balance of public funds, as disclosed by the records of the local officers, with the balance statements 
provided by the respective depositories." 
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CONTROLLER 
CITY OF EVANSVILLE 

AUDIT RESULTS AND COMMENTS 
 
 
 
APPROPRIATIONS 
  

The records presented for audit indicated the following expenditures were made by the Controller in 
excess of budgeted appropriations: 

  
   Excess 
     Amount 
                         Fund                         Year    Expended  
       
Motor Vehicle Highway 2014 $     73,035 
Park District Bond Refunding 2010 2014          1,000 

 
Indiana Code 6-1.1-18-4 states in part:  ". . . the proper officers of a political subdivision shall 

appropriate funds in such a manner that the expenditures for a year do not exceed its budget for that year as 
finally determined under this article." 
 
 
OVERDRAWN CASH BALANCES 
  

The financial statement presented for audit contained some funds with deficits in cash as of 
December 31, 2014.  Three of the funds (IHCDA Blight Elimination Fund Grant, Community Dev Block Grant 
and Emergency Shelter Grant) are a result of those funds being set up for reimbursable grants.  The 
reimbursements for expenditures made by the City were not received by December 31, 2014.  The Accounts 
Receivable Clearing fund has a cash balance deficit due to the nature of the fund.  The Parking, Arts District, 
Golf Course, Sports Non-Reverting, Park District Bond Refunding 2010, and Hospitalization funds spent more 
than they received. 

  
Although the General Fund showed a balance of $307,140 as of December 31, 2014, the fund would 

have shown a deficit balance of $5,888,660 as of December 31, 2014, if not for the following items: 
 
1. The Wastewater Utility prepaid the 2015 payment in lieu of taxes payment totaling 

$2,428,000 
 

2. The City did not pay the General fund's portion of hospitalization bills for the 3rd quarter of 
2014 totaling $3,767,800. 

 
A similar comment appeared in prior Report B44197. 
  
The cash balance of any fund may not be reduced below zero.  Routinely overdrawn funds could be 

an indicator of serious financial problems which should be investigated by the governmental unit.  (Accounting 
and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7) 
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CONTROLLER 
CITY OF EVANSVILLE 

AUDIT RESULTS AND COMMENTS 
(Continued) 

 
 
SEPARATE BANK ACCOUNTS 
  

The Vanderburgh County Solid Waste District funds were accounted for in the bank account of the 
City of Evansville. 

 
A similar comment appeared in prior Report B44197. 
 
When two or more governmental units are authorized by statute to have the same fiscal officer, there 

should be separate bank accounts and accounting records for each governmental unit unless authorized by 
statute, appropriate federal or state rule or regulation.  (Accounting and Uniform Compliance Guidelines 
Manual for Cities and Towns, Chapter 7) 
 
 
PARKING METER FEES 
 
 Parking meter fees are deposited into the General Fund instead of a special fund.  The City is working 
with the City Attorney to prepare an ordinance to be passed in the future. 
 

A similar comment appeared in the prior Report B44197. 
 

 Indiana Code 36-9-12-4(a) states: 
 

"A municipality must provide, by ordinance, that: 
 

(1) All license fees collected from parking meters shall be deposited with the municipal fiscal 
officer; 

 
(2) the fees shall be deposited to the credit of the municipality in a special fund; and 

 
(3) disbursements from the special fund may be made only on orders of the municipal words 

board, or board of transportation and only for the purposes listed in subsection (b)." 
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CONTROLLER 
CITY OF EVANSVILLE 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on December 17, 2015, with Russell G. Lloyd, Jr. CPA, 
Controller; Lloyd Winnecke, Mayor; Dr. H. Dan Adams, President of the City Council; Missy Mosby, City 
Council member; Stephanie Brinkerhoff-Riley, City Council member; Constance Robinson, City Council 
member; John E. Friend, City Council member; Jonathan Weaver, City Council member; Allen Mounts, 
General Manager of Utilities; Jenny Collins, Chief Financial Officer of Utilities; Julie A. Probus, Finance 
Officer; Marco DeLucio, City Attorney; and Steve Schaefer, Chief of Staff. 
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CITY COUNCIL 
CITY OF EVANSVILLE 
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CITY COUNCIL 
CITY OF EVANSVILLE 

AUDIT RESULT AND COMMENT 
 
 
APPROPRIATIONS 
  

The records presented for audit indicated the following expenditures in excess of budgeted 
appropriations and no additional appropriation were sought by the Council: 

 
   Excess 
     Amount 
                         Fund                         Year    Expended  
       
Motor Vehicle Highway 2014 $     73,035 
Park District Bond Refunding 2010 2014          1,000 

 
Indiana Code 6-1.1-18-4 states in part:  ". . . the proper officers of a political subdivision shall 

appropriate funds in such a manner that the expenditures for a year do not exceed its budget for that year as 
finally determined under this article." 
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CITY COUNCIL 
CITY OF EVANSVILLE 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on December 17, 2015, with Russell G. Lloyd, Jr. CPA, 
Controller; Lloyd Winnecke, Mayor; Dr. H. Dan Adams, President of the City Council; Missy Mosby, City 
Council member; Stephanie Brinkerhoff-Riley, City Council member; Constance Robinson, City Council 
member; John E. Friend, City Council member; Jonathan Weaver, City Council member; Allen Mounts, 
General Manager of Utilities; Jenny Collins, Chief Financial Officer of Utilities; Julie A. Probus, Finance 
Officer; Marco DeLucio, City Attorney; and Steve Schaefer, Chief of Staff. 




