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BOARD OF COUNTY COMMISSIONERS 
LAKE COUNTY 

AUDIT RESULTS AND COMMENTS 
 

 
 
DELINQUENT WASTEWATER ACCOUNTS 
 
 Many of the Hermits Lake Wastewater Utility accounts are considered delinquent due to non-
payment over a long period of time.  A policy for writing off bad debts or establishing an allowance for 
uncollectible accounts has not been established.  In addition, the County has not utilized provisions in 
state statutes to record and certify liens with the County Recorder.  By recording and certifying the ac-
counts, a lien is placed on the property and the delinquent amounts are billed with property taxes.  This 
has been a comment in prior audit reports. 
 
 Governmental units have a responsibility to collect amounts owed to the governmental unit pur-
suant to procedures authorized by statute.  (Accounting and Uniform Compliance Guidelines Manual for 
Counties, Chapter 1)  
 
 The governing body of a governmental unit should have a written policy concerning a procedure 
for the writing off of bad debts, uncollectible accounts receivable, or any adjustments to record balances.  
(Accounting and Uniform Compliance Guidelines Manual for Counties, Chapter 1) 
 
 
INTERNAL CONTROL OVER CONTRACTS - FAIRGROUNDS 
 
 There are entities specified by the Board of County Commissioners that are not required to pay 
for rental of facilities.  Contracts for these entities are not numbered.  The computer generates a number 
only for the contracts for which a fee is charged.  All contracts should be numbered and issued in 
sequential order.  This will provide documentation to support usage and fees collected for the fairground. 
 
 Governmental units 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 infor-
mation processing are necessary for proper internal control. 
 
 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 Counties of 
Indiana, Chapter 1) 
 
 
FEES - FAIRGROUNDS 
 
 The facilities and grounds of the Fairgrounds are rented for various functions and activities, and 
fees are charged based upon a fee schedule.  Some not-for-profit organizations have been charged a 
reduced rate based upon a letter approved by the Board of County Commissioners.  The fee schedule in 
use, and the reduced rates for certain not-for-profits, has not been formally adopted in an ordinance or 
resolution. 
 
 Fees should only be collected as specifically authorized by statute or properly authorized resolu-
tions or ordinances, as applicable, which are not contrary to statutory or Constitutional provisions.  (Ac-
counting and Uniform Compliance Guidelines Manual for Counties of Indiana, Chapter 1) 
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BOARD OF COUNTY COMMISSIONERS 
LAKE COUNTY 

AUDIT RESULTS AND COMMENTS 
(Continued) 

 
 
ENCUMBRANCES 
 
 Review of the appropriation and disbursement records for 2007 noted a number of purchase 
orders (PO's) encumbered at December 31, 2007.  Further review of these encumbrances noted a num-
ber of PO's for these encumbrances were issued prior to 2007.  The General Fund had 264 PO's issued 
between 2001 and 2007, totaling $305,054.  Eleven other funds also had PO's encumbered which were 
originally issued between 1997 and 2006. 
 
 Whenever a valid appropriation has been lawfully encumbered by a contract or by the issuance of 
a purchase order, the appropriation to the extent of the encumbrance may be carried forward to the suc-
ceeding year and made available for payment of the obligation which encumbered it.  Only so much of the 
appropriation as is lawfully encumbered may be carried forward.  All appropriations not lawfully encum-
bered by contract or purchase order revert at the close of the year.  (The County Bulletin and Uniform 
Compliance Guidelines, January 2007) 
 
 
GROUP INSURANCE EMPLOYEE BENEFIT PROGRAM 
 
 Lake County Ordinance 992C allows retired employees to participate in the County Group Insur-
ance Employee Benefit Program as long as the County's conditions and requirements are met.  The 
retiree must pay the County premiums that are due at the first of each month.  Failure to timely pay 
should result in immediate cancellation of insurance coverage by the Board of Commissioners and denial 
of claims.  
  
 However, the Insurance Department Coordinator stated that the retirees are given three months 
to pay delinquent premiums before cancelling the insurance coverage.  This was not in compliance with 
the County's cancellation policy. 
 
 The condition of the records, specifically the posting of transactions, did not facilitate verification 
of payment postings to the individual accounts receivable (AR) ledgers.  There were no individual AR 
ledgers for 2 (5%) of the 40 individual receipts tested; therefore, the postings to these individual AR 
ledgers could not be verified. 
 
 Each governmental unit is responsible for complying with the ordinances, resolutions, and poli-
cies it adopts.  (Accounting and Uniform Compliance Guidelines Manual for Counties, Chapter 1) 
 
 At all times, the manual and/or computerized records, subsidiary ledgers, control ledger, and rec-
onciled bank balance should agree.  (Accounting and Uniform Compliance Guidelines Manual for 
Counties, Chapter 1) 
 
 
SELF-INSURANCE ADMINISTRATOR SAS 70 REPORT 
 

Lake County's Self-Insurance Fund is administered by an outside service organization.  This fund 
is significant to the County's financial statements.  The County funds the bank account that the outside 
administrator maintains and uses to pay insurance claims.  The administrator provides activity reports and 
bank statements to the County for this account. 
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BOARD OF COUNTY COMMISSIONERS 
LAKE COUNTY 

AUDIT RESULTS AND COMMENTS 
(Continued) 

 
 
 Statement on Auditing Standards (SAS) Number 70, as amended by SAS 88 (AU 324), defines a 
service organization as an entity that provides services to a user organization.  SAS 70 allows service 
organizations to disclose their control activities and processes to their customers and their customers' 
auditors in a uniform reporting format.  A SAS 70 examination signifies that a service organization has 
had its control objectives and control activities examined by an independent accounting and auditing firm.  
A formal report including the auditor's opinion (Service Auditor's Report) is issued to the service organi-
zation at the conclusion of a SAS 70 examination. 
 
 A SAS 70 report was not available for audit in 2007.  The Lack of this report has resulted in quali-
fied opinions in the Independent Auditor's Report on Financial Statements and Supplementary Schedule 
of Expenditures of Federal Awards, and the Report on Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements.  The service organization 
engaged auditors to perform an SAS 70 examination; however the projected completion date was 
September 2008.  The lack of this report affects the County's ability to properly monitor the controls and 
procedures of the organization.  A similar audit result and comment appeared in prior audit reports. 
 
 Governmental units 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 infor-
mation processing are necessary for proper internal control.  (Accounting and Uniform Compliance 
Guidelines Manual for Counties, Chapter 1)  
 
 
INTERNAL CONTROLS OVER GAS PUMPS 
 
 The Lake County Sheriff's Department has two gas pumps to provide gas for vehicles in the 
Sheriff's Department and various other Lake County Departments. 
 
 Each County Department that uses the gas pumps receives a gas key for each vehicle.  The gas 
keys are assigned a key number or code.  When a person uses the gas pumps, a gas key is used and the 
key number must be entered before pumping the gas.  A computerized report of the gas usage is gen-
erated by department and key number. 
 
 The controls over the usage of the gas pumps are deficient as follows: 
 

1. Although a camera records the activity at the gas pumps, there is no one actually viewing 
the camera recordings of the vehicles filled at the gas pumps.  Personal vehicles could 
be filled at the gas pumps. 

 
2. No reconciliation is made between the actual gas usage per the pump readings and the 

total per the usage reports generated by the computer.  
 
3. There is no periodic physical inventory taken of the gas on hand to compare actual con-

sumption to usage reports. 
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BOARD OF COUNTY COMMISSIONERS 
LAKE COUNTY 

AUDIT RESULTS AND COMMENTS 
(Continued) 

 
 
 Governmental units 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 infor-
mation processing are necessary for proper internal control.  (Accounting and Uniform Compliance 
Guidelines Manual for Counties of Indiana, Chapter 1) 
 
 
UNALLOWABLE EXPENDITURES - E911 
 
 Expenditures were made from the Emergency 911 Fund for the following unallowable expendi-
tures during the years 2005, 2006, and 2007:  
 

1. County Government Center information telephone line; 
 
2. Office supplies; 
 
3. Office equipment, such as printers and copiers; 
 
4. Police Department items, such as sirens, lights, and a warning system; 
 
5. City and Town radio system upgrades; and 
 
6. Construction related to the Spillman project. 

 
 The amounts for these unallowables for 2005, 2006, and 2007 were $62,849.65, $109,707, and 
$280,520.26, respectively.  As a percentage of total 911 expenditures, these were 2% for the three years 
in total. 
 
 Indiana Code 36-8-16-14 (a) states: 
 
 "(a) The emergency telephone system fees shall be used only to pay for: 
 

(1) the lease, purchase, or maintenance of enhanced emergency telephone equipment, 
including necessary computer hardware, software, and data base provisioning; 

 
(2) the rates associated with the service suppliers' enhanced emergency telephone 

system network services; 
 
(3) the personnel expenses of the emergency telephone system; 
 
(4) the lease, purchase, construction, or maintenance of voice and data communica-

tions equipment, communications infrastructure, or other information technology 
necessary to provide emergency response services under authority of the unit im-
posing the fee; and 

 
(5) an emergency telephone notification system under IC 36-8-21. 
 

The legislative body of the unit may appropriate money in the fund only for such an expendi-
ture." 
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BOARD OF COUNTY COMMISSIONERS 
LAKE COUNTY 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on August 19, 2008, with Gerry Scheub, President of 
the Board of County Commissioners; and John Dull, County Attorney.  The official response has been 
made a part of this report and may be found on pages 9 through 16. 




















