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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor Greg Fischer and
The Louisville Metro Council
Louisville, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Louisville/Jefferson County Metro Government (“Metro Government”) as of
and for the year ended June 30, 2013, and the related notes to the financial statements, which collectively
comprise Metro Government's basic financial statements, and have issued our report thereon dated
December 20, 2013. Our report includes a reference to other auditors who audited the financial
statements of the Transit Authority of River City, Waterfront Development Corporation and the Kentucky
Science Center, Inc., as described in our report on Metro Government’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 of the financial statements, we considered Metro Government's
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of Metro Government's internal
control. Accordingly, we do not express an opinion on the effectiveness of Metro Government's internal
control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, 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. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.




Compliance and Other Matters

As part of obtaining reasonable assurance about whether Metro Government'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.

Purpose of this Report

The purpose of this report is solely 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
effectiveness of the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

(v Bt LLP

Crowe Horwath LLP

Louisville, Kentucky
December 20, 2013
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL
OVER COMPLIANCE AS REQUIRED BY OMB CIRCULAR A-133

Honorable Mayor Greg Fischer and
The Louisville Metro Council
Louisville, Kentucky

Report on Compliance for Each Major Federal Program

We have audited Louisville/Jefferson County Metro Government’s (“Metro Government”) compliance with
the types of compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of Metro Government’'s major federal programs for the
year ended June 30, 2013. Metro Government’'s major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Metro Government’s major federal
programs based on our audit of the types of compliance requirements referred to above. 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, Audits of States, Local
Governments, and Non-Profit Organizations. 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 Metro
Government’'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 on compliance for each major
federal program. However, our audit does not provide a legal determination of Metro Government's
compliance.

Opinion on Each Major Federal Program
In our opinion, Metro Government complied, in all material respects, with the types of compliance

requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2013.




Other Matters

The results of our auditing procedures disclosed one instance of noncompliance, 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 2013-01. Our opinion on each major federal program is not
modified with respect to this matter.

Metro Government's response to the noncompliance finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. Metro Government's response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

Report on Internal Control Over Compliance

Management of Metro Government is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered Metro Government’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of Metro Government’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 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
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

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 material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the governmental activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of Metro
Government as of and for the year ended June 30, 2013, and the related notes to the financial
statements, which collectively comprise Metro Government’s basic financial statements. We issued our
report thereon dated December 20, 2013, which contained unmodified opinions on those financial
statements. Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the 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 is the responsibility of management




and was derived from and relates directly to the underlying accounting and other records used to prepare
the basic financial statements. The information has been subjected to the auditing procedures applied in
the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the schedule of expenditure of federal awards is fairly stated in all material respects in

relation to the basic financial statements as a whole.

Crowe Horwath LLP

Louisville, Kentucky
December 20, 2013
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2013

NOTE 1 - PURPOSE OF THE SCHEDULE AND SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation: OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, requires a Schedule of Expenditures of Federal Awards ("SEFA") showing each
federal financial assistance program as identified in the Catalog of Federal Domestic Assistance
("CFDA"). The accompanying schedule includes all federal grant activity for the Louisville/Jefferson
County Metro Government ("Metro Government"), and is presented on the modified accrual basis of
accounting. Amounts are presented net of program income, if applicable.

The basic financial statements of Metro Government are presented on the modified accrual basis of
accounting for the governmental fund financial statements and the accrual basis of accounting for the
government-wide, proprietary fund, and fiduciary fund financial statements. Therefore, the SEFA may
not be directly traceable to the basic financial statements in all cases.

NOTE 2 - PROGRAMS FROM MULTIPLE FUNDING SOURCES

OMB Circular A-133 Section 105 defines a recipient as "a non-federal entity that expends federal
awards received directly from a federal awarding agency to carry out a federal program” and a pass-
through entity as "a non-federal entity that provides a federal award to a sub-recipient to carry out a
federal program.”

Federal program funds can be received directly from the federal government or passed through from
another entity. Below is a list of all federal programs that are funded from more than a single funding
source. They may be either (1) multiple passed through agencies, or (2) both direct and passed
through. All other federal programs listed on the SEFA are from a single source, and therefore the
program totals are evident in the SEFA.

Direct/Pass
CFDA Through
No. Program Received From {Grantor No.) Expenditures
14.235 Supportive Housing U.S. Department of
Program Housing and Urban
Development Direct $ 104,261
Kentucky Housing
Corporation Pass-Through 11,358

$ 115619

16.738 Edward Byrne Memorial U.S. Department of
Justice Assistance Grant  Justice Direct $ 757,528
Program (JAG)
Kentucky Justice
Public Safety Cabinet Pass-Through 51,137

$ 808,665
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2013

PART I: SUMMARY OF AUDITORS’ RESULTS

Financial Statements
Type of auditors’ report issued Unmodified

Internal control over financial reporting:

Material weakness(es) identified? Yes X No

Significant deficiency(ies) identified? Yes X None Reported
Noncompliance  material to  financial

statements noted? Yes X None Reported

Federal Awards
Internal control over major programs:

Material weakness(es) identified? Yes X No

Significant deficiency(ies) identified? Yes X None Reported
Type of auditors’ report issued on

compliance for major programs Unmodified

Any audit findings disclosed that are required
to be reported in accordance with Section
510(a) of OMB Circular A-1337? X Yes

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
10.557 Special Supplemental Nutrition Program for Women,
Infants, and Children
14.218 Community Development Block Grants/Entitiement
14.239 HOME Investment Partnership Programs Total
16.710 Public Safety Partnership and Community Policing
Grants
WIA Cluster {consisting of):
17.258 WIA Adult Program
17.259 WIA Youth Activities
17.278 WIA Dislocated Worker Formula Grants
93.568 Low-income Home Energy Assistance
97.067 Homeland Security Grant Program
Dollar threshold used to distinguish between
Type A and Type B programs $ 2,002,783
Auditee qualified as low-risk auditee? Yes X No
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2013

PART Il: FINANCIAL STATEMENT FINDINGS

None

PART lii: FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

FINDING 2013-01 - Metro Government’s Department of Community Services and Revitalization,
Internal Controls Over Low-Income Home Energy Assistance ("LIHEAP") Eligibility Documentation
(repeat finding 2012-01). (Deficiency/No questioned costs)

Federal Program: CFDA No. 93.568 Low-Income Home Energy Assistance

Criteria: Federal grant documents and regulations outline specific eligibility requirements that must be
met. Documentation of eligibility determination should be complete, accurate and maintained by Metro
Government.

Condition: During the current year eligibility testing, we noted that in four of the sixty files tested, the
information contained in the supporting documentation did not agree to what was input into the
CASTINET system, resulting in miscalculation of income level of the applicant.

Effect: Without adequate review of the completeness and quality of the documentation in eligibility files,
management may not address the risk that information prepared internally or received from external
sources properly supports the eligibility determination or that support may be missing. This could lead to
possible noncompliance with eligibility requirements and/or incomplete or missing information required for
case files.

Cause: There were inadequate controls in place that address the review of eligibility files to ensure the
required information for eligibility determinations is accurate and appropriately maintained.

Recommendation: We recommend that management evaluate their policies and procedures and make
the necessary changes to ensure continued compliance with eligibility determination and documentation.

Management’s Response and Corrective Action: Louisville Metro's Department of Community
Services and Revitalization (CSR) recognizes the importance of adequate internal controls to address
and ensure compliance with eligibility determination and documentation. CSR continues to implement and
enforce policies and procedures to help ensure compliance regarding eligibility documentation.

CSR continues to hold a 5-day LIHEAP training for all new and existing LIHEAP staff which covers case
record management, policies and procedures, and LIHEAP reference documents. To further enforce
compliance issues, LIHEAP staff holds a reoccurring bi-weekly staff training to discuss any issues or
provide additional staff training as necessary. LIHEAP senior staff continues routine reviews of LIHEAP
files to ensure files are complete and correct. LIHEAP staff has increased the frequency of these reviews
(from monthly to weekly) as well as the volume of files reviewed. During these reviews, any errors or
inconsistencies are corrected in the files. LIHEAP staff will clearly document and record any corrections or
edits made to client files during the review process. This will ensure that changes and edits to the
supporting documentation and/or changes in CASTINET are appropriately documented.

In addition, OMB’s Grant Compliance division will continue to perform annual monitoring reviews of the
grant files to help ensure continued compliance with eligibility determination and documentation.
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LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year ended June 30, 2013

PART IV: SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

FINANCIAL STATEMENT AUDIT

None

MAJOR FEDERAL AWARD PROGRAMS AUDIT

FINDING 2012-01 - Metro Government’s Department of Community Services and Revitalization,
Internal Controls Over Low-Income Home Energy Assistance ("LIHEAP") Eligibility Documentation
(repeat finding 2011-04). (Deficiency)

Federal Program: CFDA No. 93.568 Low-Income Home Energy Assistance

Condition: During the current year eligibility testing, we noted that three of the sixty files tested did not
have the appropriate supporting documentation. We understand that new policies and procedures over
eligibility documentation were implemented during fiscal year 2011. Metro Government continues to make
improvement in this area.

Status: We tested sixty eligibility files and noted four errors out of the sixty files tested. See current year
finding 2013-01.
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