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DEPARTMENT OF CORRECTION 
OTHER REPORTS 

 
 
Separate review reports are prepared for the following institutions: 

 
Branchville Correctional Facility 
Camp Summit 
Chain O'Lakes Correctional Facility 
Correctional Industrial Facility 
Edinburgh Correctional Facility 
Henryville Correctional Facility 
Indiana State Prison 
Indiana Women's Prison 
Indianapolis Juvenile Correctional Facility 
Logansport Juvenile Correctional Facility 
Madison Correctional Facility 
Miami Correctional Facility 
North Central Juvenile Correctional Facility 
Northeast Juvenile Correctional Facility 
Pendleton Correctional Facility 
Pendleton Juvenile Correctional Facility 
Plainfield Correctional Facility 
Plainfield Re-Entry Educational Facility 
Putnamville Correctional Facility 
Reception Diagnostic Center 
Rockville Correctional Facility 
South Bend Community Re-Entry 
South Bend Juvenile Correctional Facility 
Wabash Valley Correctional Facility 
Westville Correctional Facility 
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DEPARTMENT OF CORRECTION 
REVIEW COMMENTS 

November 30, 2008 
 
 
 
CENTRAL OFFICE 
 
 Lack Of Bond Coverage 
 
 In accordance with IC 4-24-6-9, any misfeasance or nonfeasance on the part of a superintendent 
or employee of an institution is to be covered by a general performance blanket bond.  The Department of 
Correction (DOC) did have bond coverage but allowed the coverage to expire on June 30, 2001.  The 
state should not be subjected to a loss that would otherwise have been covered by legislatively mandated 
bond coverage.  Ultimately, the DOC management responsible for not securing the required bond cover-
age may be jointly liable for a loss. 
 
 IC 4-24-6-9 (d) states:  "No other bond except the general performance blanket bond given by the 
superintendent or warden of any institution, or by an officer or employee of the institution, shall be re-
quired.  A general blanket performance bond or crime insurance policy endorsed to include faithful 
performance that is obtained under IC 5-4-1-15.1 shall cover any misfeasance or nonfeasance in the ad-
ministration of sections 6 and 7 of this chapter on the part of any superintendent, warden, officer, or em-
ployee of the institution." 
 
 SDO Advances 
 
 We found the following issues with the various Department of Correction Special Disbursing 
Officer Fund (SDO) advances: 
 

(1) The Central Office SDO had not been used since April 17, 2007; 
 

(2) The Central Office SDO Local Purchase Authority form filed with the Auditor of State had 
not been updated for changes in the SDO officer since December 16, 1999; 
 

(3) The Parole Services SDO advance was improperly closed on May 18, 2007, leaving a re-
maining balance of $74 on the Auditor of State's system. 

 
 If a SDO advance is not used within one or two months then the SDO advance is too large and 
should be reduced.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi Agen-
cies, Chapter 7) 
 

To change the employee assigned as special disbursing officer, a Request for SDO Account 
Establishment, Adjustments and New Officer form must be submitted to the Auditor of State's Office.  The 
change in SDO officers also requires that changes to the accepted signatures for the checking account 
be filed with the bank.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi 
Agencies, Chapter 7) 
 
 Each agency, department, quasi, institution or office should have internal controls in effect which 
provide reasonable assurance regarding the reliability of financial information and records, effectiveness 
and efficiency of operations, proper execution of managements' objectives, and compliance with laws and 
regulations.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi Agencies, 
Chapter 1) 
 
 SDO Fund Reconciliations 
 
 DOC did not perform bank reconciliations for the Central Office and Parole Services SDO ac-
counts.  We also found that the Central Office and Parole Services SDO advance reconciliations were not 
performed in a timely manner. 
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DEPARTMENT OF CORRECTION 
REVIEW COMMENTS 

November 30, 2008 
(Continued) 

 
 
 Two reconciliations must be performed for the SDO fund each month.  The bank statement for 
the checking account must be reconciled to the check register.  Also, the check register must be balanced 
to the total SDO advance.  These reconciliations must be formally documented.  (Accounting and Uniform 
Compliance Guidelines Manual for State and Quasi Agencies, Chapter 7)  
 
 Cash Book 
 

DOC did not maintain a cash book to record collections of subsistence and juvenile offender 
support.  DOC should record all receipts on the date received.    
 

IC 5-13-5-1(a) states:  "Every public official who receives or distributes public funds shall:  (1) 
keep a cash book into which the public officer shall enter daily, by item, all receipts of public funds; and 
(2) balance the cash book daily to show funds on hand at the close of the day." 
 

Some type of receipting method must be utilized for all money received.  If the volume is not ex-
tremely high, the simplest and most effective method is to issue an official receipt (either prescribed or 
approved by the State Board of Accounts) to each person paying in money to the state agency.  When 
issuing receipts is not applicable and some other type of cash book is utilized, it must be approved in 
writing by the State Board of Accounts.  (Accounting and Uniform Compliance Guidelines Manual for 
State and Quasi Agencies, Chapter 3) 
 
 Subsistence Fund Transfers 
 
 DOC did not transfer the calculated room and board expense from the earnings of offenders em-
ployed in a work release program into the Subsistence Fund by the 15th day of the following month. 
 
 IC 11-10-8-6.5(b) states that "Money collected under section 6(a)(5) of this chapter shall be 
deposited in the fund not later than the fifteenth day of the month following the month in which it was 
received." 
 

Controls over the receipting, disbursing, recording, and accounting for the financial activities are 
necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements 
and incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for State and 
Quasi Agencies, Chapter 3) 
 
 Violent Crime Victims Compensation Fund Transfers 
 
 DOC had not properly monitored the Community Re-Entry facilities to verify that the correct 
amounts were transferred into the Violent Crime Victims Compensation Fund in a timely manner.   
 
 IC 11-10-8-6(a)(3) states that "Ten percent (10%) of the offender's gross earnings, to be 
deposited in the violent crime victims compensation fund established by IC 5-2-6.1-40." 
 

Controls over the receipting, disbursing, recording, and accounting for the financial activities are 
necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements 
and incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for State and 
Quasi Agencies, Chapter 3) 
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DEPARTMENT OF CORRECTION 
REVIEW COMMENTS 

November 30, 2008 
(Continued) 

 
 
 Juvenile Offender Support Collections 
 
 On a semiannual, and now quarterly basis, DOC bills applicable counties for qualified offenders 
housed in state institutions, deposits the accounts receivable payments into designated fund/centers, and 
records these transactions into DOC's accounts receivable ledger for each county.  To rectify past errors, 
the Auditor of State (AOS) applied certain credits to Marion County's portion of juvenile offender support 
due which, in effect, should have reduced DOC's accounts receivable balance for Marion County. 
 
 During our testing of Juvenile Offender Support revenue collections, we found that DOC did not 
monitor the Marion County credits made by the AOS and, therefore, did not apply those credits to Marion 
County's accounts receivable ledger.  The DOC accounts receivable ledger for Marion County was over-
stated. 
 
 Each agency, department, quasi, institution or office should have internal controls in effect which 
provide reasonable assurance regarding the reliability of financial information and records, effectiveness 
and efficiency of operations, proper execution of managements' objectives, and compliance with laws and 
regulations.  Among other things, segregation of duties, safeguarding controls over cash and all other 
assets, and forms of information processing are part of an internal control system.  (Accounting and Uni-
form Compliance Guidelines Manual for State and Quasi Agencies, Chapter 1)  
 
 One-Way Commutes 
 
 During the review of mileage logs at DOC, we found that the number of one-way commutes 
reported on State Form 13696, Report of Vehicle Mileage and Costs, did not consistently agree with the 
number of one-way commutes claimed on State Form 49632, Employee Statement of Employer Provided 
Vehicle Use.   
 
 We also found that DOC employees did not consistently submit State Form 13696, Report of 
Vehicle Mileage and Costs, each month.  For the five months of Central Office and Parole Division 
mileage logs reviewed, only 86 out of 252 (34%) of the required mileage logs had been submitted.  
 
 The Internal Revenue Service requires payroll tax withholding and compensation reporting (W-2) 
for employees using state-owned vehicles for non-business or commuting purposes.  These employees 
must complete and certify Statements of Employer Provided Vehicle Use each payroll period.  Employees 
are required to maintain records and report on the number of one way (or round trip) commutes between 
the employee's home and place of work for each payroll period.  (Accounting and Uniform Compliance 
Guidelines Manual for State and Quasi Agencies, Chapter 11)  
 
 The Department of Correction Manual of Policies and Procedures, State Vehicle Use and Assign-
ment, Policy No. 04-06-101, IV(G), states, in part, that "State Form 13696, Report of Vehicle Mileage [and 
Costs], shall be completed monthly for each state vehicle operated in the department . . ." and ". . . 
include an entry for every destination traveled." 
 

Each agency that owns their own vehicles has the responsibility to establish internal policies on 
recording and reporting the use of state vehicles.  In establishing those policies, agencies should keep in 
mind their responsibility to ensure the vehicles are used for state business and that commuting or other 
personal use is reported for tax purposes.  (Accounting and Uniform Compliance Guidelines Manual for 
State and Quasi Agencies, Chapter 11) 
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DEPARTMENT OF CORRECTION 
REVIEW COMMENTS 

November 30, 2008 
(Continued) 

 
 
 Missing Documentation 
 
 DOC could not provide numerous documents such as:  Report of Collections for receipts and 
refund of expenditures, contracts, SDO ledger, SDO bank statements, SDO monthly bank and advance 
reconciliations, and SDO check book, selected for our review.  Therefore, the validity and accountability 
for some monies received and disbursed could not be established.  
 
 Supporting documentation such as receipts, canceled checks, invoices, bills, contracts, etc., must 
be made available for audit to provide supporting information for the validity and accountability of monies 
received or disbursed.  Documents must be filed in such a manner as to be readily retrievable or other-
wise reasonably attainable, upon request, during an audit.  (Accounting and Uniform Compliance Guide-
lines Manual for State and Quasi Agencies, Chapter 1)  
 
 Inactive Fund/Centers 
  
 As stated in our prior Reports B25210 and B22336, DOC had one or more fund/centers which 
had no activity in the last two years.  During the current review period, DOC had 23 fund/centers with a 
total balance of $508,530.81 which had no activity in the last two years.  
 
 If a fund/center has been inactive for a period of two or more years, the agency should contact 
the State Budget Agency as to the continued need for any inactive funds on hand.  If the fund/center 
contains federal funds, the grantor must be contacted regarding a balance owed.  When a fund/center is 
no longer necessary, the agency's Budget Analyst should be contacted concerning elimination of the re-
maining balance.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi Agen-
cies, Chapter 2)  
 
 
INDIANAPOLIS MEN'S AND WOMEN'S COMMUNITY RE-ENTRY 
 
 Special Report 
  
 Due to shortages at the Indianapolis Men's and Women's Community Re-Entry facilities, we 
reviewed and issued a separate report for the period March 1, 2007 to February 28, 2008, which 
addressed the shortages in both Trust Funds and related internal control issues.  Those comments are 
not repeated in this report. 
 
 Disbursement Documentation 
 
 We observed several disbursements for food purchases from the Indianapolis Men's and 
Women's Community Re-Entry Recreation funds which did not contain adequate supporting documenta-
tion to determine if the quantity of food purchased was appropriate for the number of offenders in atten-
dance.  Therefore, the appropriateness, validity and accountability for some monies disbursed could not 
be established. 
 
 Supporting documentation such as receipts, cancelled checks, invoices, bills, contracts, etc., 
must be made available for audit to provide supporting information for the validity and accountability of 
monies received or disbursed.  (Accounting and Uniform Compliance Guidelines Manual for State and 
Quasi Agencies, Chapter 1) 
  



 

-9- 

DEPARTMENT OF CORRECTION 
REVIEW COMMENTS 

November 30, 2008 
(Continued) 

 
 
 Accountability For Laundry Revenue 
  
 We discovered that the Indianapolis Men's Community Re-Entry (IMCR) Recreation Fund had a 
petty cash box.  The IMCR staff indicated that these funds are used by staff to wash and dry rags at the 
IMCR's laundry facilities.  When the vendor comes in to empty the coin boxes, the vendor remits some of 
the laundry revenue to IMCR.  This cash is usually kept in the Recreation Fund petty cash box and 
deposits are made to the Recreation Fund bank account when the petty cash box accumulates more than 
$20 to $25.  We do not know the origin of the initial petty cash box funds. 
 
 Due to the following internal control deficiencies, we could not determine if the correct amount of 
laundry revenue was remitted to IMCR or if the petty cash funds were properly accounted for: 
 

(1) The IMCR did not have a contract with the laundry facility vending company; 
 

(2) The vendor did not provide a cash count of the amount of cash collected from the coin 
boxes; 
 

(3) The IMCR did not know what percentage of coin box revenue the vendor did or should 
remit; 
 

(4) The coin box revenues were placed in the petty cash box rather than always deposited 
into the IMCR Recreation Fund bank account; 
 

(5) No ledger was maintained for the cash activity in the petty cash box; 
 

(6) The petty cash box fund had no predetermined fund balance amount;   
 

(7) No reconciliations of the petty cash fund were performed; and 
 

(8) The laundry/petty cash revenue was not reported as a Cash on Hand asset in the 
Recreation Fund monthly statement.  

 
 Each agency, department, quasi, institution or office should have internal controls in effect which 
provide reasonable assurance regarding the reliability of financial information and records, effectiveness 
and efficiency of operations, proper execution of managements' objectives, and compliance with laws and 
regulations.  Among other things, segregation of duties, safeguarding controls over cash and all other 
assets, and forms of information processing are part of an internal control system.  (Accounting and Uni-
form Compliance Guidelines Manual for State and Quasi Agencies, Chapter 1) 
 
 Cash Book 
 

The Indianapolis Men's and Women's Community Re-Entry facilities did not maintain cash books 
to record collections of their respective Recreation Funds.  The facilities should maintain separate pre-
numbered cash receipt books for the Recreation Fund to provide proper accountability of funds received 
at each facility. 
 

IC 5-13-5-1(a) states:  "Every public official who receives or distributes public funds shall:  (1) 
keep a cash book into which the public officer shall enter daily, by item, all receipts of public funds; and 
(2) balance the cash book daily to show funds on hand at the close of the day." 
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DEPARTMENT OF CORRECTION 
REVIEW COMMENTS 

November 30, 2008 
(Continued) 

 
 

Some type of receipting method must be utilized for all money received.  If the volume is not 
extremely high, the simplest and most effective method is to issue an official receipt (either prescribed or 
approved by the State Board of Accounts) to each person paying in money to the state agency.  When 
issuing receipts is not applicable and some other type of cash book is utilized, it must be approved in 
writing by the State Board of Accounts.  (Accounting and Uniform Compliance Guidelines Manual for 
State and Quasi Agencies, Chapter 3)  
 
 Controls over the receipting, disbursing, recording, and accounting for the financial activities are 
necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements 
and incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for State and 
Quasi Agencies, Chapter 3) 
 
 
PEN PRODUCTS DIVISION 
 
 Attendance Reports 
 
 We observed that PEN Products' employee attendance reports were frequently signed and dated 
by the employee and/or supervisor prior to the employees' last day worked.  
 
 Employee attendance reports should not be signed, dated or approved prior to the last day 
worked in a pay period.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi 
Agencies, Chapter 9) 
 
 Contract Approvals 
 
 We discovered that PEN Products made multiple payments totaling $273,272.75 to a vendor on 
two contracts prior to the contract being fully approved.  Internal controls are weakened when a contract 
is put into effect before proper approval. 
 
 IC 4-13-2-14.1 and 14.2 require that a contract to which a state agency is a party must be 
properly approved and in writing.  
 
 Outstanding SDO Checks 
 
 The PEN Product's Central Office Special Disbursing Officer (SDO) account contained six checks 
totaling $1,683.52 and the Commissary SDO account contained two checks totaling $522.91 all dating 
back to 2004.  
 
 IC 4-10-10-1 provides that all checks authorized by law to be issued from funds in custody of any 
state agency which have been outstanding and unpaid for a period of two or more years as the last day of 
December of each year shall be declared canceled. 
 
 IC 4-10-10-6 requires that the amounts of such outstanding checks shall be entered as a receipt 
into the fund or account from which they were originally drawn and be removed from the record of out-
standing checks.  
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DEPARTMENT OF CORRECTION 
REVIEW COMMENTS 

November 30, 2008 
(Continued) 

 
 
 Credit Card Payments 
 
 As stated in our prior reports (most recently B25210 and B22336), PEN Products accepted credit 
cards for payment of product sales.  We found no statutory authority for the acceptance of credit cards by 
the agency. 
 
 Each agency, department, quasi, institution or office is responsible for compliance with applicable 
statutes, regulations, contract provisions, state policies and federal requirements.  (Accounting and Uni-
form Compliance Guidelines Manual for State and Quasi Agencies, Chapter 1) 
 
 Supplementation of Appropriations 
 
 PEN Products deposited a refund of $135,757.88 for previous fiscal year expenditures as a cur-
rent year refund.  By recording this as a refund of current year expenditures, PEN Products supplemented 
its State appropriations by the amount deposited. 
 
 A refund of expenditure can only be used if the original disbursement and the refund or collection 
are within the same fiscal year.  If the collection is not received within the same fiscal year as the related 
expenditure, then the collection must be recorded as miscellaneous revenue.  (Accounting and Uniform 
Compliance Guidelines Manual for State and Quasi Agencies, Chapter 3)  
 
 Inactive Fund/Centers 
 
 During the current review period, PEN Products had two fund/centers with a total balance of 
$34,082.03, which had no activity in the last two years. 
 
 If a fund/center has been inactive for a period of two or more years, the agency should contact 
the State Budget Agency as to the continued need for any inactive funds on hand.  If the fund/center con-
tains federal funds, the grantor must be contacted regarding a balance owed.  When a fund/center is no 
longer necessary, the agency's Budget Analyst should be contacted concerning elimination of the remain-
ing balance.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi Agencies, 
Chapter 2) 
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DEPARTMENT OF CORRECTION 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on April 22, 2009, with Joseph Fistrovich, Chief Finan-
cial Officer; and Lisa Cottingham, Controller.  The official response has been made a part of this report 
and may be found on pages 13 through 16. 












