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INDEPENDENT AUDITOR’S REPORT 
 
 

To the Town Council 
Town of Stevensville, Montana 
 
 
Report on the Financial Statements 
 
We were engaged to audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of Town of 
Stevensville, Montana (Town), as of and for the year ended June 30, 2011, and the related notes to the 
financial statements, which collectively comprise the Town’s basic financial statements as listed in the table 
of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on conducting the audit in 
accordance with auditing standards generally accepted in the United States of America. Because of the 
matter described in the Basis for Disclaimer of Opinion paragraph, however, we were not able to obtain 
sufficient appropriate audit evidence to provide a basis for an audit opinion. 
 
Basis for Disclaimer of Opinion  
 
The Town did not maintain adequate accounting records.  We were unable to satisfy ourselves by other 
auditing procedures and obtain appropriate audit evidence to support the financial statements of the Town of 
Stevensville.  As a result of these matters, we were unable to determine whether any adjustments might have 
been found necessary in respect to the financial statements.  
 
Disclaimer of Opinions 
 
Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph, we 
have not been able to obtain sufficient appropriate audit evidence to provide a basis for our audit opinions. 
Accordingly, we do not express any opinions on these financial statements. 
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Other Matters 
 
Required Supplementary Information 
 
Management has omitted the management’s discussion and analysis and budgetary comparison information 
that accounting principles generally accepted in the United States of America require to be presented to 
supplement the basic financial statements. Such missing information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. Our opinion on the basic financial statements is not affected by this missing 
information. 
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise Town of Stevensville’s basic financial statements. The Schedule of Expenditures of Federal 
Awards is presented for purposes of additional analysis and are 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 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 financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the 
United States of America. Because of the significance of the matter described in the Basis for Disclaimer of 
Opinion on the Reporting Entity paragraph, it is inappropriate to and we do not express an opinion on the 
supplementary information referred to above. 
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated February 21, 2014 
on our consideration of the Town of Stevensville’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 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 in considering the Town’s internal control over financial reporting and 
compliance. 
 
 
 
 
 
 
 
GALUSHA, HIGGINS & GALUSHA, PC  
Certified Public Accountants and Advisors  
 
Helena, Montana 
February 21, 2014 
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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 
 

 
To the Town Council 
Town of Stevensville, Montana 
 
We have audited, 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, the financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of  Town of 
Stevensville, Montana (Town) as of and for the year ended June 30, 2011, and the related notes to the 
financial statements, which collectively comprise the Town’s basic financial statements, and have issued our 
report thereon dated February 21, 2014. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Town of Stevensville’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 Town of Stevensville’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of Town of Stevensville’s internal control. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial 
reporting that might be material weaknesses or significant deficiencies and therefore, material weaknesses or 
significant deficiencies may exist that were not identified. However, as described in the accompanying 
schedule of findings and questioned costs, we identified certain deficiencies in internal control that we 
consider to be material weaknesses.  
 
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. We consider the 
deficiencies described in the accompanying schedule of findings and questioned costs to be material 
weaknesses. 
 
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.  
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether ’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 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. 
 
 
 
 
 
 
 
GALUSHA, HIGGINS & GALUSHA, PC  
Certified Public Accountants and Advisors  
 
Helena, Montana 
February 21, 2014 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE 
A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE IN ACCORDANCEWITH OMB CIRCULAR A-133 
 
 
To the Town Council 
Town of Stevensville, Montana 
 
Compliance 
 
We have audited the compliance of the Town of Stevensville with the types of compliance requirements described 
in the U.S. Office of Management and Budget Circular A-133 Compliance Supplement that could have a direct 
and material effect on each of its major federal programs for the year ended June 30, 2011.  The Town of 
Stevensville’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 
 
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its major 
federal programs is the responsibility of the entity’s management.  
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on the Town of Stevensville’s compliance with the applicable 
compliance requirements based on our compliance audit. 
 
We conducted our compliance audit 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 U.S. Office of Management and Budget Circular A-133, Audits 
of States, Local Governments, and Non-Profit Organizations. Those standards and Circular A-133 require that we 
plan and perform the compliance 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. A compliance audit includes examining, on a test basis, evidence about the Town of 
Stevensville’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances.  
 
We believe that our compliance audit provides a reasonable basis for our opinion. Our compliance audit does not 
provide a legal determination on the Town of Stevensville’s compliance with those requirements. 
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Opinion 
 
In our opinion, the Town of Stevensville 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 June 30, 2011. 
 
Other Matter 
 
The results of our auditing procedures disclosed instances of noncompliance with the compliance requirements 
referred to above that are required to be reported in accordance with Circular A-133 and which are described in 
the accompanying schedule of findings and questioned costs as item 2011-2. 
 
Internal Control over Compliance 
 
The management of the Town of Stevensville 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 compliance audit, we considered Town of Stevensville’s internal 
control over compliance with requirements that could have a direct and material effect on a major federal program 
as a basis for designing our compliance auditing procedures for the purpose of expressing our opinion on 
compliance and to test and report on internal control over compliance in accordance with 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 Town of Stevensville’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 a 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.  
 
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 that might be deficiencies, 
significant deficiencies, or material weaknesses as defined above. However, we identified certain deficiencies in 
internal control over compliance that we consider to be material weaknesses as described in the accompanying 
schedule of findings and questioned costs as items 2011-1 and 2011-2. 
 
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. Due to the broad scope of the deficiencies in internal control over compliance described 
in the accompanying schedule of findings and questioned costs considered to be material weaknesses, we did not 
consider any other deficiencies to be significant deficiencies. 
 
The Town of Stevensville’s responses to the findings identified in our compliance audit are described in the 
accompanying schedule of findings and questioned costs. We did not audit the Town of Stevensville’s responses 
and, accordingly, we express no opinion on the responses.   
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Restricted Use 
 
The purpose of this report is solely to describe the scope of our testing of internal control over financial reporting 
and compliance, and the result of that testing, and not to provide an opinion on the effectiveness of the entity’s 
internal control over financial reporting 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 over financial 
reporting and compliance. Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
 
GALUSHA, HIGGINS & GALUSHA, PC  
Certified Public Accountants and Advisors  
 
Helena, Montana 
February 21, 2014 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
 
 
 
Section I: Summary of Auditor’s Results 
 
Financial Statements  
 
Type of auditor’s report issued: disclaimer  
 
Internal control over financial reporting:  

Are any material weaknesses identified? _X_ Yes ____ No 

Are any significant deficiencies identified not considered to be 
material weaknesses? 

_   _ Yes _X None Reported 

Is any noncompliance material to financial statements noted? _X__ Yes  ____ No 

 
Federal Awards  
 
Type of auditor’s report issued on compliance for major programs: qualified  
 
Internal control over major program compliance:  
Are any material weaknesses identified? __X__ Yes ____ No 

Are any significant deficiencies identified not considered to be 
material weaknesses? 

____ Yes _X None Reported 

Are any audit findings disclosed that are required to be reported in 
accordance with U.S. Office of Management and Budget Circular A-
133, Audits of State, Local Governments, and Non-Profit 
Organizations, Section .510(a)? 

__X _ Yes  ____ No 

 
Identification of major programs:  
 
 CFDA Number(s)  and Name of Federal Program or Cluster 
 
10.760 – Water and Waste Disposal Systems for Rural Communities 
 

 
Enter the dollar threshold used to distinguish between Type A 
and Type B programs: $_____300,000_____ 
Is the auditee qualified as a low-risk auditee?  Yes × No 
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Section II: Financial Statement Findings 
 
Finding 2011-1: 
 
Criteria: Generally Accepted Accounting Principles require financial accounting records and source 
documentation to support the activity recorded in those records. 
 
Condition: For the year ended June 30, 2011, the Town of Stevensville did not maintain adequate accounting 
records to support the balances and transactions recorded in the Town’s accounting system. 
 
Cause: The Town of Stevensville experienced turnover in accounting personnel during the year prior to the audit 
period. During the transition period, accounting records were not maintained according to established procedures. 
 
Effect or Potential Effect: The accounting records during the period were not sufficient to support the amounts 
recorded and were therefore unverifiable for the purposes of the audit. 
 
Recommendation: The Town of Stevensville has previously identified the issue noted above and has implemented 
changes in personnel for the accounting functions to address the issue. 
 
Responsible Official’s Response:  Mayor Gene Mim Mack was appointed Mayor and assumed office on 
September 23, 2011.  Early in his tenure he identified the existing accounting deficiencies and took the following 
corrective actions: 
 Instituted measurable internal controls 
 Made personnel changes resulting in more qualified staff at the Treasurer level 
 Enlisted the help of Magda Nelson, Lead Accountant for the State of MT Department of Administration 

Local Government Services Bureau to  
o Provided ongoing GAAP training 
o Supervised review of Town accounting procedures 

 
Section III: Federal Awards Findings 
 
Finding 2011-2: 
 
Federal Program: CFDA 10.760—Water and Waste Disposal Systems for Rural Communities. 
 
Compliance Requirements: Davis-Bacon Act. 
 
Type of Finding: Material Noncompliance and Material Weakness. 
 
Criteria: Program requirements state that projects funded under the federal program are required to pay prevailing 
wages to various types of skilled laborers.  
 
Condition: For the year ended June 30, 2011, we reviewed a sample of transactions charged to the program and 
were not able to verify the wages paid for the project were in accordance with Davis-Bacon Act requirements. .  
 
Questioned Costs: No specific questioned costs noted. Likely questioned costs may exceed $10,000. 
 
Cause: Accounting records kept by the Town for the period under audit were not complete and did not contain 
enough information to verify requirements were met.  
 
Effect or Potential Effect: As a result, the Town may be subject to liability for any difference between actual 
wages paid and the wages that should have been paid under the Act. 
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Recommendation: The Town of Stevensville has previously identified the lack of appropriate accounting records 
as an issue which needed correction and has implemented steps to ensure proper documentation is kept for future 
periods. In addition, the Town should review the specific requirements of each federal or state award it receives 
and ensure that sufficient documentation is retained to verify compliance with those requirements. 
 
Responsible Official's Response and Corrective Action Planned:  In order for the Town to be compliant, for each 
project Mayor Gene Mim Mack has instructed the Town’s supervising project engineers to do the following: 
 A statement on your company letterhead which lays out the process you use to verify all contractor's 

and/or subcontractor's payrolls and the schedule of when and how you do your review 
 A list of all wage rates paid by the contractor's and/or subcontractor's to Davis Bacon-eligible employees 
 Included with each pay request is a statement by the supervising engineer certifying that they have 

verified all wages paid to contractors and/or subcontractors meet the Davis Bacon requirements 
 
Planned Implementation Date of Corrective Action: Immediately. 
 
Person Responsible for Corrective Action: Mayor. 
 
Finding 2011-3: 
 
Federal Program: CFDA 10.760—Water and Waste Disposal Systems for Rural Communities. 
 
Compliance Requirements: Allowable Costs. 
 
Type of Finding: Material Noncompliance and Material Weakness. 
 
Criteria: Office of Management and Budget (OMB) Circular A-87 requires that costs charged to federal programs 
are supported by appropriate documentation.  
 
Condition: For the year ended June 30, 2011, we reviewed a sample of transactions charged to the program and 
noted that several of the invoices included in the sample did not contain documentation to support the Town’s 
compliance with requirements for the program. Specifically, there were multiple cash disbursements noted that 
did not indicate who the amounts were paid to and several that were not supported by invoices. Town staff was 
able to provide documentation after the initial requests with the help of the parties involved in the transactions 
including the financial institution and vendor. 
 
Questioned Costs: No known questioned costs noted because supporting documentation was able to be found. 
Likely questioned costs may exceed $10,000. 
 
Cause: Accounting records kept by the Town for the period under audit were not complete and did not contain 
enough information to verify requirements were met.  
 
Effect or Potential Effect: As a result, the Town may be subject to liability for any questioned costs that federal 
granting agencies determine were not sufficiently supported. 
 
Recommendation: The Town of Stevensville has previously identified the lack of appropriate accounting records 
as an issue which needed correction and has implemented steps to ensure proper documentation is kept for future 
periods. In addition, the Town should review the specific requirements of each federal or state award it receives 
and ensure that sufficient documentation is retained to verify compliance with those requirements. 
 
Responsible Official's Response and Corrective Action Planned:  Mayor Gene Mim Mack was appointed Mayor 
and assumed office on September 23, 2011.  Early in his tenure he identified the existing accounting deficiencies 
and took the following corrective actions: 
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 Instituted measurable internal controls resulting in supporting documentation accompanying all claims 
paid by the Town 

 Mayor agrees that audit A/P testing resulted in supporting documentation deficiencies and that when 
identified by the audit team.  The Mayor is confident that the policies and procedures he put in place have 
corrected the previous deficiencies 

 The Mayor has reviewed with Staff the specific requirements of federal and state award to ensure that 
sufficient documentation is retained to verify compliance with all award requirements going forward 

 
Planned Implementation Date of Corrective Action: Immediately. 
 
Person Responsible for Corrective Action: Mayor. 
 
 
 



Federal 2011
CFDA Federal

Number Expenditures

U.S. Department of Agriculture
Passed through Montana DNRC

10.760 Water and Waste Disposal Systems for Rural Communities - Water Project 154,149            
10.760 Water and Waste Disposal Systems for Rural Communities - Sewer Project 266,731            

Total U.S. Department of Agriculture 420,880            

U.S. Department of Transportation
Passed through Montana Department of Transportation

20.106 Airport Improvement Program AIP-3-30-0044-009-2011 197,338            
Total U.S. Department of Transportation 197,338            

U.S. Department of Housing and Urban Development
Passed through Montana Department of Commerce

14.239 Community Development Block Grant-HOME 1,030                
14.218 Community Development Block Grant-ED / Selway TIFID 14,167              

Total U.S. Department of Housing and Urban Development 15,197              

U.S. Department of Justice
Passed through Montana Department of Justice

16.71 Public Safety Partnership and Community Policing Grants - ARRA 1,128                
Total U.S. Department of Justice 1,128                

Department of Defense, Department of the Army, Office of the Chief of Engineers
12.121 Montana, Nevada, New Mexico, Utah, Idaho, & Wyoming Environmental

Infrastructure (Section 595) - ARRA 179,505            
Total Department of Defense 179,505            

Grantor Program Title

TOWN OF STEVENSVILLE, MONTANA
SCHEDULE OF EXPENDITUES OF FEDERAL AWARDS

For the fiscal year ended June 30, 2011

Grant/Contract Number

See accompanying notes to the schedule.
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