Audit
Requirements

Chase Lenon, CPA — Director of Audit
Services — Schools/Townships
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About the State Board of Accounts

" Created in 1909 in response to widespread corruption

" Mission Statement

= We are dedicated to providing the citizens of the State of Indiana
with complete confidence in the integrity and financial
accountability of state and local government.

= Responsibilities
» Perform audit/exams of all governmental units
" Prescribe forms and procedures used by governmental units

= Various other duties including recounts, providing training for local
officials, consulting services, etc.
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SBOA Staff

Organizational Flowchart
= SBOA Board (State Examiner, 2 Deputies)
" Directors (2 per area)
Schools and Townships

Cities/Towns and Special Districts
Counties

= Audit Coordinators (5)
" |nvestigation Coordinators (2)
" Field Examiners (200+)
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Entrance Conference

* Examiners should explain objective of engagement.
 Testing for non-compliance, obtaining assurance etc....

* Explanation of Management’s responsibilities

* Informing management of fees, records to be requested,
estimated timeline of engagement.

* Please ask any.guestions if you are not clear on anything the
examiner provides or requires!
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Form 13 — Approval of Financial
Statements

* Used for engagements that are not having a
compliance review.

*Field Examiner presents Financial Statements
from Gateway AFR Submission

* Township must sign off that these numbers match
the official record.
* If not, provide us a list of corrections!
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TOWNSHIP RECORD REQUEST AND RECEIPT

“We are conducting an pleaze bning the following records @
Irdiana, on other arrangerments. [or For the period being examared, ve will pick up te following records on__ at

— —
thes date and tirme s not corvenient, please call us al rnake olher arrangermenis.] A review of certain records may be rmade lo the current dale.
The State Board of Accourts' field examiner and the & or therr desigres will sigr this form For all records received and provided. The records will
date, vou wall be mobified. IF ar records are reeded while in the cush of SEOA, pleass

Appropriation Records [T
Bark reconcilements, cutstanding check
riificate of deposits, and any other
or the period - include to date. Include
d af Finarc
wuching notes, bonds, and loan
d alzo include amorti Ll
! L [ ardior Eamings Pecords: 'W-
A tholdings remittance forms,
resniodeling of buildings, and lJ'GhBS-I!‘-E! of . :nf an olies.
Docurmentation From the Departrment of Local Government Finance [DLGF)]
i i opriations for each year,
. Arribulance, Mowirg, elc
i 2 i ic: subrnitted and fee
Dacurnertali g Federal. Stabe. or Local Grants rec
Documentation from County Swudibor re tax distnbutions. including
Copies of year-and carbificabions that elected officialz did not viol abe nepotizm
and contracting laws as reguired by IC 36-1-20.2-96 [nepotism] and 36-1-21-6
orilr aching]
Official Bond Informabion — include to currert date

gn For all records

== NOTE TO OFFICIAL: PLEASE DO NOT IMCLUDE %OUR CURBRENT CHECE. BOOK “/1TH THE RECORDS PROVIDED

| hereby acknowledos that the sbove records were provided as
indicated by ar ¥ o SBOW.

| hereby ackrosdedge the receipt of the above records as indicated by an
Field Exarminer - Printed OFficial Marme - Printed
Field Examiner Signabure Uthcaal Signature

Email Addrezs Email Address

- FroreMumbe

| lereby acknovd edge that the abave r dz were returned as
indicated bis am

Dificial Signature |
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Compliance Procedures to Expect

* Comparisons of AFR to Township ledger

* Expenditures in excess of appropriations

* Monthly bank reconcilements

e Salaries paid in accordance with contracts

* Payroll remittance to IDOR + IRS

* Proper disbursements with supporting documentation
e Officials properly bonded

* Prior comments resolved

State Board of Accounts 2020
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Form 22 — Accumulation of Audit
Differences Evaluation

*Used for engagements that are not
having a compliance review.

e|dentifies the errors we found.

*Suggest corrections if material.

* If corrections not made, audit opinion
modification

State Board of Accounts
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How Do | Prepare for an Audit?

* Before an audit starts, have following things in order:

. Monthly bank accounts reconciled.

. Make sure all schedules are complete (capital asset listing,
investments, inventory etc....).

Supporting documentation for expenses are in an orderly fashion.

. Check that employee pay was correct.

Withholding filings (W-2/941/WH3), form 17, and entries in the
ledger to paychecks and contracts.

. Verify policies are updated.
. Come with a list of questions!

oy Ui
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Ask Us Questions!

*HB 1031 (2017) — repeat comments have* ||
consequences.

* Make sure to get an idea on how to fix problems
before the examiner leaves.

* If not, contact us at schools.townships@sboa.in.gov

*Implement fixes immediately!
*4 year audit cycles —a comment could only

pertain to one year, overshadows compliant years.

State Board of Accounts
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Audits in a

Remote
World
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Remote Audits — Tips and Tricks

*Auditors working 99% from home

*Requests to come via email/phone

*Virtual meetings available via WebEx or Teams

* Documentation to be uploaded in Gateway
(no emaill)
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Remote Audits — Tips and Tricks

*Documents sent prior to audit should
be completed as quickly as possible

*Ensure you are uploading monthly in
CENAEY



Remote Audits — Tips and Tricks

*Remote auditing is new to us too!!
*Please be patient

*Our auditors enjoy being onsite and
we hope to get back to this eventually



Common Compliance Review Comments

Audit Reports

State Board of Accounts
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Internal Control Related to Township
Disbursements

* “The Township has failed to implement the
controls necessary to insure the proper
disbursement of township funds. No review or
control procedures have been implemented to
insure the validity of the disbursements for
authorized purposes.”

State Board of Accounts 2020



Penalties, Interest, and Other Charges

*The Township paid penalties, interest, and
other charges to various vendors in the
amount of S because the Trustee did
not remit payments to vendors on a timely
basis.

State Board of Accounts 2020



Establishment of Salaries

* The Township Board did not fix the salaries of the
Township officials and employees for the year
20XX, as required by Indiana Code 36-6-6-10(b).

*Trustee’s annual salary covers all the
duties listed in IC 36-6-4-3.

State Board of Accounts 2020



W?2s not issued

e Units are required to comply with all grant agreements, rules,
regulations, bulletins, directives, letters, letter rulings, court decisions,
and filing requirements concerning reports and other procedural
matters of federal and state agencies. Units must file accurate reports
required by federal and state agencies. Noncompliance may require
corrective action (Accounting and Uniform Compliance Guidelines
Manual for Townships, Chapter 1).

* Must withhold taxes from employees and issue W2s

* |RS requires a 1099 to be issued to employee that receives over S600
of nonemployee payments — this includes the rent paid to Trustees.

State Board of Accounts 2020
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Receipts Not Deposited Timely

*Indiana Code 5-13-6-1(c) states in part: ". . .

public funds collected by township trustees
shall be deposited in the designated
depository on or before the first and
fifteenth day of each month.”

State Board of Accounts
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AFR and 100-R Not Filed Timely

*1-5 days late = Verbal Comment
*6-29 days late 2 Management Letter
*30+ days late = Audit Comment

*Report Assistance =2 Gateway@sboa.in.gov



Surety Bonds

* The Trustee's Surety Bond was insufficient per
the Indiana Code 5-4-1-1. The bond recorded in
the County Recorder's office for 20XX was for
S instead of the required 530,000. In
addition, no bond was recorded for 20XX.

State Board of Accounts 2020



Depository Reconciliations

*/ndiana Code 5-13-6-1 (e/ states: "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.”

State Board of Accounts 2020
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Disbursements in Excess of Budget
Appropriations

* Indiana Code 6-1.1-18-4 states in part: “...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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Overdrawn Cash Balances

* 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 unit. (Accounting and

Uniform Compliance Guidelines Manual for
Townships, Chapter 1)

State Board of Accounts 2020
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