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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

To the Mayor and Common Council
City of Racine
Racine, Wisconsin

We have audited the financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund and the aggregate remaining
fund information of the City of Racine, Wisconsin as of and for the year ended December 31,
2010, which collectively comprise the City of Racine’s basic financial statements and have issued
our report thereon dated July 18, 2011. Our report includes a reference to 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. Other auditors audited the
financial statements of the City of Racine Water and Wastewater Utilities and the Downtown
Racine Business Improvement District #1, as described in our report on the City of Racine’s
financial statements. The financial statements of the City of Racine Water and Wastewater
Utilities and Downtown Racine Business Improvement District #1 were not audited in accordance
with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Racine’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 of Racine’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the City of Racine’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weaknesses is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the City’s financial statements will not be prevented, or
detected and corrected on a timely basis.
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To the Mayor and Common Council
City of Racine

Our consideration of the internal controf over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in the City of Racine’s internal control
over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Racine’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 of Racine in a separate
letter dated July 18, 2011.

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

ﬁmdw./l/uuln@ :duwu—c/ el

Milwaukee, Wisconsin
July 18, 2011
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
AND THE STATE SINGLE AUDIT GUIDELINES AND THE SCHEDULES OF
EXPENDITURES OF FEDERAL AND STATE AWARDS

To the Mayor and Common Council
City of Racine .
Racine, Wisconsin

Compliance

We have audited the City of Racine, Wisconsin’s compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133,
Compliance Supplement and the State Single Audit Guidelines, that could have a direct and
material effect on each of the City of Racine’s major federal and major state programs for the year
ended December 31, 2010. The City of Racine’s major federal and major state 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 and major state programs is the responsibility of the
City of Racine’s management. Our responsibility is to express an opinion on the City of Racine’s
compliance based on our audit.

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; OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations; and the State
Single Audit Guidelines. Those standards, OMB Circular A-133 and the State Single Audit
Guidelines, 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 or major state program occurred. An audit
includes examining, on a test basis, evidence about the City of Racine’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 on the City of Racine’s compliance with those
requirements.
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To the Mayor and Common Council
City of Racine

In our opinion, the City of Racine complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major
federal and major state programs for the year ended December 31, 2010.

Internal Control Over Compliance

Management of the City of Racine is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal and state programs. In planning and performing our audit, we considered the City of
Racine’s internal control over compliance with the requirements that could have a direct and
material effect on a major federal or major state program to determine the auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133 and the State Single Audit Guidelines,
but not for the purpose of expressing an opinion on the effectiveness of the internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the City of
Racine’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal or state program on a timely basis. A material weakness in
internal control over compliance is a deficiency or combination of deficiencies, in internal control
over compliance, such that there is a reasonable possibility that material noncompliance with a
type of compliance requirement of a federal or state program will not be prevented, or detected
and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be deficiencies, significant deficiencies, or material weaknesses. We
did not-identify any deficiencies in internal control over compliance that we consider to material
weaknesses as defined above.
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To the Mayor and Common Council
City of Racine

Schedules of Expenditures of Federal and State Awards

We have audited the financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Racine as of and for the year ended December 31, 2010,
and have issued our report thereon dated July 18,2011. Our audit was performed for the purpose
of forming opinions on the financial statements that collectively comprise the City of Racine’s
basic financial statements. Our report was modified to include a reference to other auditors who
audited the financial statements of the City of Racine Water and Wastewater Utilities and the
Downtown Racine Business Improvement District #1, as described in our report on the City of
Racine financial statements. The accompanying Schedules of Expenditures of Federal and State
Awards are presented for purposes of additional analysis as required by OMB Circular A-133 and
the State Single Audit Guidelines 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, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

This report is intended solely for the information and use of the City of Racine’s Common Council,
management, federal and state awarding agencies and pass-through entities and is not intended
to be, and should not be, used by anyone other than these specified parties.

‘éam\édc,l/m'x_ma/\?fwuzj ¢

Milwaukee, Wisconsin

September 26, 2011 except for the Schedules
of Expenditures of Federal and State Awards
as to which the date is July 18,2011.
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CITY OF RACINE

NOTES TO SCHEDULES OF EXPENDITURES OF FEDERAL AND STATE AWARDS
Year Ended December 31, 2010

NOTE 1 - REPORTING ENTITY

The report on Federal and State Awards includes all of the funds of the City of Racine.
The reporting entity for the City is based upon criteria established by the Governmental
Accounting Standards Board.

State programs reported include only those programs required to be included in
accordance with the State Single Audit Guidelines.

NOTE 2 - BASIS OF PRESENTATION

The accounting records for some grant programs are maintained on the modified
accrual basis of accounting. Under the modified accrual basis, revenues are recorded
when susceptible to accrual, i.e., both measurable and available. Available means
collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Expenditures are recorded when the liability is incurred.
The accounting records for other grant programs are maintained on the accrual basis,
i.e., when the revenue has been earned and the liability is incurred.

The information in this schedule is presented in accordance with requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-profit Organizations and
the State Single Audit Guidelines.

NOTE 3 — OVERSIGHT AND COGNIZANT AGENCIES

The City's federal oversight agency for audit is the U.S. Department of Housing and
Urban Development. The City’s state cognizant agency is the Wisconsin Department of
Revenue.

NOTE 4 - PAYMENTS MADE TO SUBRECIPIENTS

Of the federal expenditures presented in the schedules of expenditures of federal and state
awards, the City provided federal awards to subrecipients as follows:

Program Title Number to Subrecipients

Project Safe Neighborhhood 16.744 S 25,000
Homeless Assistance Program (HPRP) - ARRA 14.257 2,050
Community Development Block Grant Program-ARRA 14.253 50,890
HOME Investment in Affordable Housing 14.239 197,210
Emergency Shelter Grants Program 14.231 99,439
Community Development Block Grant Program 14.218 680,692

S 1,055,281
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CITY OF RACINE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended December 31, 2010

Section I: Summary of Auditors' Results
Financial Statements

Type of auditor's report issued

Internal control over financial reporting
Material weakness(es) identified?
Significant deficiency(s) identified?

Noncompliance material to financial statements noted?

Federal or State Awards

Internal control over major programs
Material weakness(es) identified?
Significant deficiency(s) identified?

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

Any audit findings disclosed that are required to be
reported in accordance with Circular A-133,
Section .510(a)?

Dollar threshold used to distinguish between
Type A and Type B programs
Federal programs
State programs

Auditee qualified as low-risk auditee?
Federal programs
State programs

Identification of major federal programs

CFDA NUMBER(S)

14.251
14.257
16.804
16.710
81.128
97.044
10.557

20.500 & 20.507
Identification of major state programs

STATE ID NUMBER(S)

395.104
505.603
505.639

Unqualified
yes X no
yes X none reported
yes X no
yes X no
yes X none reported
Unqualified
yes X no
_$ 321670
_$_ 100,000
X yes no
X yes no

Name of Federal Program or Cluster

Economic Development Initiative
Homeless Assistance Program (HPRP) - ARRA
Justice Assistance Grant - ARRA
COPS Grant - ARRA
Energy Efficiency & Conservation Block Grant - ARRA
Assistance to Firefighters
Special Supplemental Nutrition Program for
Women, Infants, and Children
Federal Transit Cluster - ARRA

Name of State Program

Transit Operating Aids
Beat Patrol Officers Grant
Youth Gang Diversion Program Grant
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CITY OF RACINE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended December 31, 2010

SECTION lI: FINANCIAL STATEMENT FINDINGS

There were no findings required to be reported in accordance with Auditing Standards Generally
Accepted in the United States of America.

SECTION Ill: FEDERAL AND STATE FINDINGS AND QUESTIONED COSTS

There were no findings or questioned costs required to be reported.
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CITY OF RACINE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended December 31, 2010

Section IV: Other Issues

1.

Does the auditor's report or the notes to the
financial statements include disclosure with
regard to substantial doubt as to the auditee's

ability to continue as a going concern? X
yes no

Does the audit report show audit issues (i.e.,
material non-compliance, non-material non-
compliance, questioned costs, material
weakness, significant deficiency,
management letter comment, excess revenue
or excess reserve) related to grants/contracts
with funding agencies that require audits to be
in accordance with the State Single Audit

Guidelines :
Department of Health Services yes X no
Department of Transportation yes X no
Department of Natural Resources yes X no
Department of Justice Assistance yes X no
Department of Agriculture yes X no

Was a Management Letter or other document
conveying audit comments issued as a resuit
of this audit? X yes no

@‘ M-

Name and signature of partner

N/A

N/A
N/A
N/A
N/A
N/A

N/A

Wendi M. Unger, CPA, P@

Date of report September 26, 2011
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CITY OF RACINE

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2010

Finding 09- 01: Consolidated Annual Performance and Evaluation Report (CAPER)

CFDA # and Program Name
14.218 and 14.253 Community Development Block Grant Cluster

Criteria

Federal Regulation 24CFR 91.520 requires the City to submit its CAPER to the U.S. Department of Housing and
Urban Development within 90 days of the program year end or April 1, 2010. The Regulations do not provide for
exceptions to this requirement and therefore, the City cannot be granted a filing extension.

Condition/Context
The City of Racine did not submit the annual CAPER by the required due date of April 1, 2010.

Questioned Cost
None

Effect
Although the City could lose CDBG grant funding for noncompliance of the required reporting, neither 2009 nor
2010 funding is currently at risk.

Cause
In 2009, the City received ARRA funding which required increased administrative requirements causing a delay in
year-end reporting procedures.

Recommendation
We recommend the City implement procedures to ensure that CAPER is filed timely.

Management’s Response

The City’s department of city development has contacted HUD directly to implement procedures that can be
implemented during the year to expedite the report preparation at the end of the year. In addition, a finance
department liaison has been assigned to the department of City development to monitor all HUD processes
including the development of the CAPER.

Current Status
This finding has been resolved. The City has submitted 2010 CAPER timely.

Page 15



CITY OF RACINE

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2010

Finding 09-02: Disadvantaged Business Enterprise (DBE) Reporting

CFDA # and Program Name
20.500 and 20.507 Federal Transit Cluster

Criteria

Recipients of Department of Transportation CFDA 20.507 are required to implement a DBE program. To monitor
the progress of the DBE program, the recipient is required to submit semi-annual reports based on a
recordkeeping system (49 CFR section 26.11 and Appendix B to part 26).

Condition

Racine Transit did not submit semi-annual reports as required for the Disadvantaged Business Enterprise
program in 2008.

Questioned Costs
None

Effect
Although Racine Transit could lose FTA grant funding for noncompliance of the required reporting, neither 2008
nor 2009 funding is currently at risk.

Cause
In May 2008, the Transit Manager left Racine Transit. As a result, the DBE reporting was overlooked.

Recommendation
We recommend Racine Transit file these required semi-annual reports for the DBE program.

Management’s Response

The City is aware of the reporting requirements associated with the DBE program for the Racine Transit. The
Transit planner has been assigned the task of filing all required DBE reports in a timely fashion. All required DBE
reports for 2010 have been filed as required by the FTA.

Current Status
This finding has been resolved. All required DBE reports were filed timely in 2010.
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