








CITY OF PORTAGE
AUDIT RESULTS AND COMMENTS

TIMELY RECORDKEEPING

As stated in the prior audit report, bank reconcilements were not prepared on a monthly basis. The
following reconciling items were noted on the December 31, 2006, bank reconcilement which was not pre­
pared until March 2007:

(1) The reconciled bank balance was $54.38 less then the ledger balance..

(2) Interest earnedduring 2006 from various bank accounts was not posted to the City's reve­
nue ledger until March 15,2007. Sincethe interest was not posted, the 2006 revenue was
understated by $466,775.

(3) The bank was not notified of errors and charges dating as far back as August of 2004 for
correction until March 14,2007.

(4) In February 2006, $1,100,000 transfer between funds was posted to the ledger; however,
the corresponding bank transfer did not occur until March 2007.

All documents and entries to records should be done ina timely manner to ensure that accurate finan­
cial information is available to allow the governmental unit to make informed management decisions and to
help ensure compliance with IC 5-15-1-1 et seq., commonly referred to as the Public Records Law. (Account­
ing and Uniform Compliance Guidennes Manual for Cities and Towns, Chapter 7)

At all times, the manual and/or cornputerized records, subsidiary ledgers, control ledger, and recon­
ciled bank balance should agree. Ifthe reconciled bank balance is lessthan the subsidiary or control ledgers,
then the responsible official or employee may be held personally responsible for the amount needed to bal­
ance the fund. (Accounting and Uniform Compliance Guidelines ManualforCities and Towns, Chapter 7)

COMPENSATORY TIME

According to the City's poliCy, individuals will receive compensatory time as long as they are not
"exempt." The opinion ofthe City Attorney is that the following positions are considered "exempt": the Mayor,
Clerk-Treasurer, Police and Fire Chiefs,FarkSuperintendent,Sanitary Board Secretary/Treasurerand Plant
Superintendent, Street Superintendent,. all police Capt~in~ and Lieutenants, all Fire Assistant Chiefs,
Captains, and Lieutenants, all Fire Department employees who serve as Turn Commanders on a regular
basis, the three Park Department employees highest in rank beneath thePark Department Administrator, and
tlie two Street Department employees highest in rank beneath the. Street Department Superintendent. Based
on review of a few of the employee service records, some ofthese individuals are receiving and accumulating
compensatory time.

The policy states that no more than 240 hours of compensatory time or 480 hours for pUblic employ­
ees who provide safety services work, •emergency response work, or seasonal work can be accumulated
otherwise the unit is to pay the employee the overtime rate for additional overtime hours worked. Individuals
who are under the 240 hours maximum were noted to have accrued up to 491 hours of compensatory time.

Each governmental unit is responsible for complying with the ordinances, resolutions, and policies it
adopts. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)
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CITY OF PORTAGE
AUDIT RESULTS AND COMMENTS

(Continued)

ADVANCE PAYMENT OF SALARIES

The City submits payroll claims to the Clerk-Treasurer for hours worked through the date of the payroll
check or direct deposit for salaried employees. Payroll is prepared three days before payroll checks are
issued or direct deposits occurs. This results in the possibility of employees receiving compensation prior to
earning it.

Compensation and any other payments for goods and services should not be paid in advance of re­
ceipt ofthe goods or services unless specifically authorized by statute. Payments made for goods or services
which are not received may be the personal obligation of the responsible official or employee. (Accounting
and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

Indiana Code 5-7-3-1 states: "(a) Public officers may not draw or receive salaries in advance. (b) This
section does not prohibit a payment under IC 36-4-8-9."

PARK FEES

The Park Board minutes did not reflect fee approvals for all programs and activities provided by the
Park Department. The only fees which were approved by the Park Board during 2006 were for the rental
facilities and catering. The Park Department prints a program brochure twice a year of upcoming programs
and the related fees for youth programs, adult programs, sports, day camp, preschool and festivals. In addi­
tion, the Park discounts the fee for certain youth sports or programs if multiple children from the same family
enroll. The discount may either be $5 or $10 off of the second child's fee depending on the program coor­
dinator. The discount was not noted in the Park's program brochure. All fees collected by the Park
Department must be approved by the Park Board.

Indiana Code 36-1 0-3-22(a) states in part: "Park and recreation facilities and programs shall be made
available to the public free of charge as far as possible. However, if it is necessary in order to prOVide a
particular activity, the board may charge a reasonable fee."

PORT AUTHORITY BOARD MINUTES

Not all minutes of meetings ofthe Port Authority were available for audit. The minutes for the monthly
meetings of April through September 2006, January 2007, March and April 2007 were not prOVided.

Indiana Code 5-14-1.5-4 states in part:

"(b) As the meeting progresses, the following memoranda shall be kept:

(1) ,The date, time, and place of the meeting.

(2) The members of the governing body recorded as either present or absent.

(3) The general substance of all matters proposed, discussed, or decided.

(4) A record of all votes take, by individual members if there is a roll call.

(5) Any additional information required under IC 5-1.5-2-2.5 or IC 20-12-63-7."
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CITY OF PORTAGE
AUDIT RESULTS AND COMMENTS

(Continued)

REDEVELOPMENT AUTHORITY

The Redevelopment Authority has not met immediately after January 15 to organize as required by
statute for 2006 or 2007.

Indiana Code 36-7-14.5-9(a) states in part: "Immediately after January 15 of each year, the board
shall hold an organizational meeting. It shall elect one (1) of the members president, another vice president,
and another secretary-treasurer to perform the duties of those offices."
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SUPPLEMENTAL AUDIT OF

FEDERAL AWARDS
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STATE OF INDIANA
AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS

302 WEST WASHINGTON STREET
ROOM E418

INDIANAPOLIS, INDIANA 46204-2769

Telephone: (317) 232-2513
Fax: (317)232-4711

Web Site: www.in.gov/sboa

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

TO: THE OFFICIALS OFTHE CITY OF PORTAGE, PORTER COUNTY, INDIANA

Compliance

We have audited the compliance of the City of Portage (City) with the types of compliance require­
ments 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, 2006. The City's
major federal programs are identified in the Summary of Auditor's Results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts
and grants applicable to each of its major federal programs is the responsibility ofthe City's management. Our
responsibility is to express an opinion on the City'S compliance based on our audit.

We conducted our aUditofcolTlpliancein accordance with auditing standards generally accepted in
the United States; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General ofthe United States; and OMS Circular A-133, Audits ofStates, Local Gov­
ernments, and Non-Profit Organizations. Those standards and OMS 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 adirectand materiale'ffectona major federal.program
occurred. An .. audit includesexamining,onatestbasis, evidenseabout the City's compliance with those
requirernentsand perf()rming~uchother prose?uresaswecon~iderednecess~ry.inthecircumstances.. We
believe that our audit provides areasonablebasisforour opinion. Ouraudit does notprovide a legal determi­
nation oftheCity's compliance with those requirements.

In our opinion, the City complied in all material respects with the requirements referred to above that
are applicable to each of its major federal programs for the year ended December 31, 2006..

Internal Control Over Compliance

The management of the City is responsibleforestablishingand maintaining e'ffective internal control
over compliancewith requirements of laws, regulations, contracts and grants applicable to federal programs.
In planning and performing our aUdit,we consideredthe City's internal control over compliance with require­
ments that could have a direct and material effect onamajor federalprogram in order to determine our audit­
ing procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMS Circular A-133.

Our consideration of the internal control over compliancewould not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the risk
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCEWITH OMB CIRCULAR A-133
(Continued)

that noncompliance with applicable requirements of laws, regulations, contracts and grants that would be
material in relation to a major federal program being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no matters in­
volving the internal control over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use ofthe City's management and federal award­
ing agencies and pass-through entities and is not intended to be and should not be used by anyone other than
these specified parties. In accordance with Indiana Code 5-11-5-1, this report is a part of the pUblic records of
the State Board of Accounts and of the office examined.

STATE BOARD OF ACCOUNTS

May 21,2007
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CITY OF PORTAGE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Year Ended December 31,2006

Federal Grantor Agency/Pass-Through Entity
Cluster Title/Program Title/Project Title

Federal
CFDA

Number

Pass-Through
Entity (or other)

Identifying
Number

Total
Federal Awards

Expended

U.S. DEPARTMENT OF COMMERCE
Pass-Through Indiana Department of Natural Resources

Coastal Zone Management Administration Awards
Little Calumet River PUblic Access and Restoration Area

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Pass-Through indiana Office of Community and Rurai Affairs

CDBG - Entitlement and (HUD-Administered) smali Gities Cluster

Community Development Block Grants/Small Cities Program

U.S. DEPARTMENT OF INTERIOR
Pass-Through Indiana Department of Natural Resources

Outdoor Recreation Acquisition, Development and Planning
Imagination Glen Park Phase II Project

U.S. DEPARTMENT OF JUSTICE
Direct Grant

Bulletproof Vest Partnership Program

Direct Grant
Public Safety Partnership and Community Policing Grants

Total for federal grantor agency

U.S. DEPARTMENT OF TRANSPORTATION
Pass-Through Indiana Criminal Justice Institute

Highway Safety Cluster
Alcohol Traffic Safety and Drunk Driving Prevention Incentive Grants
Safety Incentive Grants for Use of Sea'tbelts

Total for federal grantor agency

U.S. ENVIRONMENTAL PROTECTION AGENCY
Direct Grant

Great Lakes Program
Portage Lakefront Park Habitat Restoration

U.S. FEDERAL EMERGENCY MANAGEMENT ADMINiSTRATION
Direct Grant

Assistance to Firefighters
Fire Operations and Firefighter Safety

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Pass-Through Porter County Substance Abuse Council

Drug Free Community Support Program Grants

U.S. DEPARTMENT OF HOMELAND SECURITY
Direct Grant

Assistance to Firefighters Grant

Total federal awards expended

11.419

14.219

15.916

16.607

16.710

20.601
20.604

66.469

83.554

93.276

97.044

CZ0603

CF-05-122

18-00539

FY 2006

2005CKWX0025

DUI: Taskforce Indiana
.PT-06-04-07-45
PT-07-04-01-61

2005-0321-012

EMW-2002-FG-05005

EMW-2004-FG-10321

$

$

15,270

224,100

115,759

2,900

196,775

199,675

16,001
17,013

1,943

34,957

10,500

2,052

8,500

596

611,409

The accompanying note is an integral part of the SchedUle of Expenditures of Federal Awards.
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CITY OF PORTAGE
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity ofthe City
of Portage (City) and is presented in accordance with the requirements of OMB Circular A~133, AUdits of
States, Local Governments, and Non-Profit Organizations. Accordingly, the amount of federal awards ex­
pended is based on when the activity related to the award occurs. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the. preparation of, the bClsic financial statements.
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CITY OF PORTAGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section 1- Summary of Auditor's Results

Financial Statements:

Type of auditor's report issued: Adverse

Type of auditor's report issued on compliance for major programs: Unqualified

CFDA
Number ---=N,:.:a:.:.m~e::....:::o~f.:-F...:::e...:::d.:::e:.::ra:.:.I.:....p...:.ro~g:2.:·r..::::a::..:m.:-__'-- _

Internal control over financial reporting:
Material weaknesses identified?
Reportable conditions identified that are not considered to be
material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards:

Internal control over major programs:
Material weaknesses identified?
Reportable conditions identified that are not considered to be
material weaknesses?

Any audit findings disclosed that are required to be reported in
accordance with section o10(a) of Circular A-133?

Identification of Major Programs:

yes

none reported

yes

no

none reported

no

14.219
16.710

CommunityDevelopment Block Grants/Small Cities Program
Public Safety Partnership and Community Policing Grants

Dollar threshOld used to distinguish between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee?
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CITY OF PORTAGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

(Continued)

Section II - Financial Statement Findings

FINDING 2006-1, TIMELY RECORDKEEPING

As stated in the prior audit report, bank reconcilements were not prepared on a monthly basis. The
following reconciling items were noted on the December 31, 2006, bank reconcilement which was not pre­
pared until March 2007:

(1) The reconciled bank balance was $54.38 less then the ledger balance.

(2) Interest earned during 2006 from various bank accounts was not posted to the City's
revenue ledger until March 15, 2007. Since the interest was not posted, the 2006 revenue
was understated by $466,775.

(3) The bank was not notified of errors and charges dating as far back as August of 2004 for
correction until March 14, 2007.

(4) In February 2006, $1,100,000 transfer betWeen funds was posted to the ledger; however,
the corresponding bank transfer did not occur until March 2007.

All documents and entries to records should be done in a timely manner to ensure that accurate
financial information is available to allow the governmental unit to make informed management decisions and
to help ensure compliance with IC 5-15-1-1 et seq., commonly referred to as the Public Records Law. (Ac­
counting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

At all times, the manual and/or computerized records, subsidiary ledgers, control ledger, and recon­
ciled bank balance should agree. If the reconciled bank balance is less than the subsidiary or control ledgers,
then the responsible official or employee may be held personally responsible for the amount needed to bal­
ance the fund. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

We recommended that the unit prepare the bank reconcilements on a monthly basis in order to post
interest earned and identify any bank errors and/or charges in a timely manner.

Section "' - Federal Award Findings and Questioned Costs

No matters are reportable.
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CITY OF PORTAGE
SUMMARY SCHEDULE OFPRIOR AUDIT FINDINGS

No matters are reportable.



city of portage
OFFICE OF THE CLERK-TREASURER

DONNA M. PAPPAS
City Hall
6070 Central Avenue
Portage. Indiana 46368
(219) 762-7784
Fax: (219) 763-9607

Home of the Port of Indiana

May 17,2007

To Whom It May Concern:

In response to the 2006 audit of Section ll- Financial Statement Findings:

FINDING NO. 2006 - I TIMELY RECORDKEEPING

1) The Clerk Treasurer and Deputy Clerk Treasurer are attempting to find any
and all differences between the bank records and the City records. The
differences usually result from a clearing error, an outstanding check error, or
a posting error.

2) The Deputy Clerk Treasurer will post interest monthly.
3) The Deputy Clerk Treasurer will notifY each bank regarding errors and

charges on a monthly basis.
4) The transfer between funds was an oversight; henceforth, the Deputy Clerk

Treasurer will review .all transfers of funds on a monthly basis to insure
proper posting and bank notification.

The Clerk Treasurer has been advised of these errors and will make every attempt to
avoid these errors in the future. Several changes have already been made to allow more
time to complete the bank reconcilements in a timely manner. Several other changes will
be done to alleviate these findings.

I) The elimination of bank accounts that are no longer necessary, i.e. First
National Bank (general account), Chase Bimk (payroll account),and Horizon
Bank (trash account).

2) Miscellaneous postings i.e. receipts from departments and state agencies will
be delegated to other clerks within the office.

3) Other miscellaneous tasks performed by the Deputy Clerk Treasurer will be
delegated to other clerks within the office, i.e. posting of purchase orders and
manual claims.

Due to the limited access of the City's computer budget program, other changes may also
occur during the review process besides those stated in this response.

Sincerely,

Ab-p-~/A4#kz-/
Donna M. Pappas
Clerk-Treasurer
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CITY OF PORTAGE
EXIT CONFERENCE

The contents of this report were discussed on June 5,2007, with Douglas Olson, Mayor; Donna
Pappas, Clerk-Treasurer; and Edward H. Gottschling, President of the Common Council. The official re­
sponse has been made a part of this report and may be found on pages 49 and 50.
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OFFICE OF THE MAYOR
CITY OFPORTAGE, IN _
________________DOUGLAS W. OLSON

Christine Spritz
State Board ofAccounts
155 Indiana Ave
Valpanriso,ln.46383

June 19,2007,

Christine,

He1"e.isa copy ofthe letter you requested.onCompensatory Time from our. ttorney Greg
Sobkowski. I hope this is what you needed, ifnot please contact uS at 219-7! 2-5425.

6070 Central Ave, Portage IN 46368
____________. www.ci.portage.··.us
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Please direct return
Correspondence to:

6082 Lute Road
P.O. Box 1037
Portage, IN 46368
(219) 762-9129

June 13, 2007

Hon. Douglas W. Olson
Mayor, City of Portage
City Hall..;... 6070 Central Ave.
Port:;tge, IN 46368

Re: Compensatory Time

Dear Mayor Olson:

I am writing in response to the State Board of Accounts Audit Report concerning
compensatory time.. Under· the Fair Labor Standards Act,'only non-exempt
employees are •.. entitled .to .overtime. compensation and/or compensatory .time.
However,there is· nothingV{hich prohibits a city from .grantingc0m.pe.nsatory time
to .exemptem.ployee§Rs/V{eU.. It,therefore,remainsm.yopinion that you .may grant
compensatory time to exempt City employees ifyou choose to do so.

truly yours,

GASfwaz

13,504.238/54312
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