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 STATE OF INDIANA 

 AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS 
   302 WEST WASHINGTON STREET 
   ROOM E418 
   INDIANAPOLIS, INDIANA 46204-2765 

 
   Telephone: (317) 232-2513 
   Fax: (317) 232-4711 
   Web Site: www.in.gov/sboa 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TO:  THE OFFICIALS OF THE INDIANA STATE FAIR COMMISSION 
 
 
 We have audited the records of the Indiana State Fair Commission for the period January 1, 2004 to 
December 31, 2005, and certify that the records and accountability for cash and other assets are satisfactory 
to the best of our knowledge and belief, except as stated in the Audit Results and Comments.  The financial 
transactions of this office are reflected in the Annual Reports of Indiana State Fair Commission for the years 
ended December 31, 2004 and December 31, 2005. 
 

STATE BOARD OF ACCOUNTS 
 
June 30, 2006 
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INDIANA STATE FAIR COMMISSION 
AUDIT RESULTS AND COMMENTS 

DECEMBER 31, 2005 
 
 
 
AUDIT REPORT PERIOD 

 
This compliance audit report covers the two year period of January 1, 2004 to December 31, 2005.  

The audit reports of the Financial Statements for the years ending December 31, 2004 and December 31, 
2005 were issued separately from this compliance report. 
 
 
CASH FUNDS INTERNAL CONROLS 
 

The following Indiana State Fair Commission cash funds were not properly secured to prevent theft or 
unauthorized access. 
 

Description  Amount 
  
Cash Register Fund – Skate Shop $      200.00 
Quarters Change Fund – Skate Shop 500.00 
Admission Sales Fund – Skate Shop 100.00 
Cash Drawer Fund – Concessions Office 100.00 
Stamps, Miscellaneous Fund – Administration Building 53.92 
  
Total $953.92 

 
In addition, these cash funds were not recorded on the general ledger.  Therefore, cash is under-

stated, on the ledger by $953.92.  This also indicates there is no record of the funds existing. 
 
Each agency, department, 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 management's objectives, and compliance with laws and regulations.  
Among other things, segregation of duties, safeguarding controls over cash and all other assets and all forms 
of information processing are part of an internal control system.  (Accounting and Uniform Compliance Guide-
lines Manual for State Agencies, Chapter 1) 
 
 
SKATE SHOP INTERNAL CONTROLS 
 

The following internal control deficiencies were noted while assessing the operation of the Skate Shop 
cash register: 
 

(1) There is a lack of separate user IDs and personalized security rights for employees, pre-
venting the tracking of sales transactions and patterns to specific employees.  This prevents 
management oversight and control over functions such as inventory adds and edits and 
sales price edits. 

 
(2) Sales prices are overridden and edited regularly when making a sale, with no docu-

mentation justifying the adjusted price.  Cash register generated sales reports are not 
reviewed by management to ensure the cash register has accurate sales price and list price 
information and to monitor for errors or fraudulent activity. 
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INDIANA STATE FAIR COMMISSION 
AUDIT RESULTS AND COMMENTS 

DECEMBER 31, 2005 
(Continued) 

 
 
(3) The cash register used by the Skate Shop assigns sequential invoice numbers for each 

sale.  We could not account for 19 of these invoices that were missing from the invoice 
range used by the cash register during 2004.  The invoices were also not located on the by-
passed invoice report, saved invoice report, voided invoice report, invoice log, or by doing 
an invoice number search on the system. 

 
(4) The amount the Skate Shop deposits is determined by the amount of sales reported by the 

cash register sales report, not by the amount of receipts actually collected.  No deter-
mination is made as to whether or not the cash drawer is long or short.  The Skate Shop 
manager should reconcile the cash register, including the cash drawer, to the cash register 
report to determine the amount long or short.  Any amount long should be deposited. 

 
Each agency, department, 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 management's objectives, and compliance with laws and regulations.  
Among other things, segregation of duties, safeguarding controls over cash and all other assets and all forms 
of information processing are part of an internal control system.  (Accounting and Uniform Compliance Guide-
lines Manual for State Agencies, Chapter 1) 
 
 
ASSET CAPITALIZATION POLICY 
 

An "Asset Capitalization Policy" that was adopted by the Indiana State Fair Commission, as recom-
mended in the prior period Audit Report B24744 in April 2005, did not include a description of their depre-
ciation as required by GASB 34 paragraph 115. 
 
 GASB 34 paragraph 115 states in part:  "Governments should provide these additional disclosures (if 
applicable) in their summary of significant accounting policies based on the requirements of this Statement: 
. . . e) the policy for capitalizing assets and for estimating the useful lives of those assets." 
 
 
ASSET INVENTORY 
 

An inventory of assets owned by the Indiana State Fair Commission was not conducted until the last 
half of 2005.  This inventory was not reconciled to the actual fixed asset schedule maintained by the Com-
mission. 
 
 This lack of accountability for state owned equipment could result in misappropriation of assets. 
 
 The Commission's fixed asset policy requires that assets with a cost of $5,000 or more be added to a 
fixed asset schedule, and capitalized. 
 
 Assets costing more than $500 must be tagged and listed on an asset control system.  (Accounting 
and Uniform Compliance Guidelines Manual for State Agencies, Chapter 10) 
 
 Once a year a physical inventory is to be taken and compared to the master listing.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Chapter 10) 
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INDIANA STATE FAIR COMMISSION 
AUDIT RESULTS AND COMMENTS 

DECEMBER 31, 2005 
(Continued) 

 
 
EMPLOYEE SERVICE RECORDS 
 

Most of the official employee service records for staff are maintained by the payroll clerk, but some are 
maintained by the secretary of the Building and Grounds Department.  There were several errors found in the 
employee leave balances of the employee service records maintained by the secretary.  The payroll clerk does 
not see time cards for the Building and Grounds employees until after checks are issued.  Leave balances are 
not printed on payroll checks for these employees.  These procedures cause a lack of uniformity and accu-
racy.  The payroll clerk should not issue paychecks without having received a signed and approved time card 
or attendance report. 
 
 These deficiencies could result in improper payments to employees. 
 
 All attendance reports should be submitted to the administration payroll clerk.  All employee service 
records should be maintained by the administration payroll clerk. 
 

Each agency, department, 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 management's objectives, and compliance with laws and regulations.  
Among other things, segregation of duties, safeguarding controls over cash and all other assets and all forms 
of information processing are part of an internal control system.  (Accounting and Uniform Compliance 
Guidelines Manual for State Agencies, Chapter 1) 
 
 
CERTIFIED REPORT NOT FILED 
 

The Indiana State Fair Commission has not filed a certified report of compensation of officers and 
employees with the State Board of Accounts in compliance with Indiana Code 5-11-13. 
 
 Indiana Code 5-11-13 states in part:  "Every state, county, city, town, township, or school official, elec-
tive or appointive, who is the head of or in charge of any office, department, board, or commission of the state 
or of any county, city, town, or township, and every state, county, city, town, or township employee or agent 
who is the head of, or in charge of, or the executive officer of any department, bureau, board, or commission of 
the state, county, city, town, or township, and every executive officer by whatever title designated, who is in 
charge of any state educational institution or of any other state, county, or city institution, shall during the 
month of January of each year prepare, make, and sign a written or printed certified report, correctly and com-
pletely showing the names and business addresses of each and all officers, employees, and agents in their 
respective offices, departments, boards, commissions, and institutions, and the respective duties and compen-
sation of each, and shall forthwith file said report in the office of the state examiner of the state board of 
accounts.  However, no more than one (1) report covering the same officers, employees, and agents need be 
made from the state or any county, city, town, township, or school unit in any one year. 
 
 



-7- 

INDIANA STATE FAIR COMMISSION 
AUDIT RESULTS AND COMMENTS 

DECEMBER 31, 2005 
(Continued) 

 
 
PROCUREMENT PROCEDURES AND INTERNAL CONTROLS 
 

Several disbursements reviewed were not in compliance with the requirements of Indiana Admin-
istrative Code or showed a lack of proper internal controls over the disbursements.  They include the following: 
 

(1) More than one third of all disbursements tested (35.86%) were invoiced before the date of 
the Purchase Order (PO), and none had written Special Procurement justifications that 
would allow them to avoid the purchase order process in violation of 80 IAC 1-5-10. 

 
(2) One payment had no evidence of proper procurement requirements, including sealed bids 

or RFPs as required under 80 IAC 1-5-1 and 80 IAC 1-5-2. 
 
 Failure of the Indiana State Fair Commission to comply with IAC 80 could result in the misappro-
priation of funds and the improper awarding of contracts to vendors doing business with the Indiana State Fair 
Commission. 
 
 
COMPLIANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 
 

The Indiana State Fair Commission made several entries to the general ledger that were not in com-
pliance with Generally Accepted Accounting Principles (GAAP).  The Financial Statements presented by the 
Commission were based on this non GAAP compliant ledger.  As a result several adjustments, recommended 
by the State Board of Accounts, were necessary to bring both the ledger and financial statements in 
conformance with GAAP.  These adjustments included, but were not limited to: 
 

Three transactions of grant revenues were posted to a capital account instead of a revenue 
account.  The effect of the incorrect application of these transactions was to understate revenues 
by $337,448.  
 
Payments of $300,000 to the Center for Agriculture Science and Heritage were recorded as a 
decrease in Commission Riverboat Tax Distribution revenues, thus understating revenues and 
expense by $300,000.  The disbursement should have been recorded as an expense. 
 
A donation made by the 4H Foundation and other donors was netted against expenditures for 
furnishings for the newly remodeled 4H Complex.  This understated revenues and expenses by 
$211,067.72. 
 
No accrual is performed by the Commission for Salaries Payable and Compensated Absences 
Payable.  These liabilities total $464,087 as of December 31, 2005. 

 
In addition, the Commission did not generate a Cash Flow Statement or Notes to the Financial 
Statements, which are both required by GAAP.  Failure to produce a Cash Flow Statement could 
result in the inability for the Commission to account for cash balances held by the Commission. 

 
 Indiana Code 15-1.5-3-7 states:  "The Commission shall adopt a cost accounting system that is gov-
erned by Generally Accepted Accounting Principles." 
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INDIANA STATE FAIR COMMISSION 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on August 3, 2006, with Cynthia C. Hoye, Executive 
Director, and Mark Hindsley, Director of Finance.  The official response has been made a part of this report 
and may be found on pages 9 through 13. 
 
 The contents of this report were discussed by telephone on August 16, 2006, with William Stinson, 
former Executive Director. 

 














