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STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
ROOM E418
INDIANAPOLLIS, INDIANA 46204-2769

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

INDEPENDENT ACCOUNTANT'S REPORT

TO: THE OFFICIALS OF THE CITY OF JONESBORO, GRANT COUNTY, INDIANA

We have examined the financial information presented herein of the City of Jonesboro (City), for
the period of January 1, 2008 to December 31, 2008. The City's management is responsible for the
financial information presented herein. Our responsibility is to express an opinion based on our exam-
ination.

Due to inaccurate and incomplete accounting records, we were unable to obtain sufficient, com-
petent, evidential matter to support the receipts, disbursements, and cash and investment balances for
the year 2008.

Since the City did not maintain accurate and complete records and we were not able to apply
other examination procedures to satisfy ourselves as to the accuracy of receipts, disbursements, and
cash and investment balances, the scope of our work was not sufficient to enable us to express, and we
do not express, an opinion on the financial information presented herein.

The Schedule of Capital Assets and Schedule of Long-Term Debt, as listed in the Table of Con-
tents, are presented for additional analysis and are not required parts of the basic financial information.
They have not been subjected to the examination procedures applied to the basic financial information
and, accordingly, we express no opinion on them.

STATE BOARD OF ACCOUNTS

October 14, 2009



Governmental Funds:
General
Motor Vehicle Highway
Local Road and Street
Police and Fire Grant
Law Enforcement Continuing Education
Levy Excess
Donation
Cumulative Capital Improvement
Cumulative Capital Development
Proprietary Funds:
Water Utility - Operating
Water Utility - Bond and Interest
Water Utility - Depreciation
Water Utility - Customer Deposit
Water Utility - Meter Loan
Water Utility - Debt Reserve
Wastewater Utility - Operating
Wastewater Utility - Backhoe Lease
Wastewater Utility - Bond and Interest
Wastewater Utility - Depreciation
Wastewater Utility - Construction
Wastewater Utility - Reserve
Fiduciary Fund:
Payroll

Totals

CITY OF JONESBORO
SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES
ALL GOVERNMENTAL, PROPRIETARY, AND FIDUCIARY FUND TYPES

As Of And For The Year Ended December 31, 2008

Cash and Cash and
Investments Investments
01-01-08 Receipts Disbursements 12-31-08

$ 1516 $ 533,276 $ 402,729 % 132,063
89,283 53,053 87,157 55,179

8,943 25,801 22,908 11,836

2,201 - 2,201 -

(618) 3,675 1,458 1,599

8,566 - 8,566 -

3,345 21,848 22,690 2,503

1,390 6,137 4,193 3,334

3,308 11,810 6,512 8,606

432 401,036 398,880 2,588

114,639 62,508 - 177,147
4,724 - 1,380 3,344

52,512 7,160 5,337 54,335

4,602 8,447 9,852 3,197

91,357 33,764 32,656 92,465
20,529 420,583 471,764 (30,652)

8,138 5,080 13,218 -

53,185 131,859 124,206 60,838
24,975 5,000 29,975 -
64,521 11,842 38,426 37,937
25,103 - 25,103 -
(37,235) 340,351 335,774 (32,658)

$ 545416 $ 2,083,230 $ 2,044,985 $ 583,661

The accompanying notes are an integral part of the financial information.



Note 1.

Note 2.

Note 3.

Note 4.

Note 5.

CITY OF JONESBORO
NOTES TO FINANCIAL INFORMATION

Introduction

The City was established under the laws of the State of Indiana. The City provides the following
services: public safety, health and social services, culture and recreation, water, wastewater,
and general administrative services.

Fund Accounting

The City uses funds to report on its cash and investments and the results of its operations on a
cash basis. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain governmental functions or activities.

Budgets

The operating budget is initially prepared and approved at the local level. In addition, funds for
which property taxes are levied or highway use taxes are received are subject to final approval
by the Indiana Department of Local Government Finance.

Property Taxes

Property taxes levied are collected by the County Treasurer and are distributed to the City in
June and December. State statute (IC 6-1.1-17-16) requires the Indiana Department of Local
Government Finance to establish property tax rates and levies by February 15. These rates
were based upon the preceding year's March 1 (lien date) assessed valuations adjusted for
various tax credits. Taxable property is assessed at 100% of the true tax value (determined in
accordance with rules and regulations adopted by the Indiana Department of Local Government
Finance). Taxes may be paid in two equal installments which become delinquent if not paid by
May 10 and November 10, respectively. All property taxes collected by the County Treasurer
and available for distribution were distributed to the City on or prior to December 31 of the year
collected.

Deposits and Investments

Deposits, made in accordance with Indiana Code 5-13, with financial institutions in the State of
Indiana at year end were entirely insured by the Federal Depository Insurance Corporation or by
the Indiana Public Deposit Insurance Fund. This includes any deposit accounts issued or
offered by a qualifying financial institution.

State statute (IC 5-13-9) authorizes the City to invest in securities including, but not limited to,
federal government securities, repurchase agreements, and certain money market mutual funds.
Certain other statutory restrictions apply to all investments made by local governmental units.



CITY OF JONESBORO
NOTES TO FINANCIAL INFORMATION
(Continued)

Note 6. Pension Plan

Public Employees' Retirement Fund

Plan Description

The City contributes to the Indiana Public Employees' Retirement Fund (PERF), a defined
benefit pension plan. PERF is an agent multiple-employer public employee retirement system,
which provides retirement benefits to plan members and beneficiaries. All full-time employees
are eligible to participate in this defined benefit plan. State statutes (IC 5-10.2 and 5-10.3)
govern, through the PERF Board, most requirements of the system, and give the City authority
to contribute to the plan. The PERF retirement benefit consists of the pension provided by
employer contributions plus an annuity provided by the member's annuity savings account. The
annuity savings account consists of members' contributions, set by state statute at 3% of
compensation, plus the interest credited to the member's account. The employer may elect to
make the contributions on behalf of the member.

PERF administers the plan and issues a publicly available financial report that includes financial
statements and required supplementary information for the plan as a whole and for its partici-
pants. That report may be obtained by contacting:

Public Employees' Retirement Fund
Harrison Building, Room 800

143 West Market Street
Indianapolis, IN 46204

Ph. (317) 233-4162

Funding Policy and Annual Pension Cost

The contribution requirements of the plan members for PERF are established by the Board of
Trustees of PERF.



CITY OF JONESBORO
SUPPLEMENTARY INFORMATION
SCHEDULE OF CAPITAL ASSETS

December 31, 2008

Capital assets are reported at actual or estimated historical cost based on appraisals or deflated current replacement
cost. Contributed or donated assets are reported at estimated fair value at the time received.

General infrastructure assets will be reported as completed. Retroactive reporting of general infrastructure assets is
not required.

Ending
Primary Government Balance
Governmental activities:
Capital assets, not being depreciated:
Land $ 33,013
Buildings 328,835
Improvements other than buildings 16,552
Machinery and equipment 411,942
Total governmental activities, capital
assets not being depreciated $ 790,342
Business-type activities:
Water Utility:
Capital assets, not being depreciated:
Land $ 12,000
Buildings 6,427
Improvements other than buildings 1,990,676
Machinery and equipment 188,289
Total Water Utility capital assets 2,197,392
Wastewater Utility:
Capital assets, not being depreciated:
Land 32,000
Construction in progress 450,621
Buildings 6,427
Improvements other than buildings 3,453,695
Machinery and equipment 121,422
Total Wastewater Utility capital assets 4,064,165
Total business-type activities capital assets $ 6,261,557



CITY OF JONESBORO
SUPPLEMENTARY INFORMATION
SCHEDULE OF LONG-TERM DEBT

December 31, 2008

The City has entered into the following debt:

Principal and
Ending Interest Due
Principal Within One
Description of Debt Balance Year
Governmental activities:
Capital leases:
Police car $ 14,497 $ 7,902
Backhoe 14,012 4,059
Total governmental activities debt $ 28,509 $ 11,961
Business-type activities:
Water Utility:
Capital leases:
Backhoe $ 5491 $ 4,059
Loans payable 1,802,466 139,777
Total Water Utility 1,807,957 143,836
Wastewater Utility:
Capital leases:
Backhoe 10,683 4,059
Note payable 425,000 451,791
Revenue bonds:
Refunding bonds of 1995 250,000 8,698
Construction bonds of 2004 110,181 2,216
Total Wastewater Utility 795,864 466,764
Total business-type activities debt $ 2,603,821 $ 610,600




CITY OF JONESBORO
EXAMINATION RESULTS AND COMMENTS

FINANCIAL REPORT OPINION MODIFICATION

The financial records did not provide sufficient information to examine or establish beginning
balances, receipts, disbursements, ending balances, or the accuracy or correctness of the transactions.
Therefore, the State Board of Accounts was unable to provide an unqualified opinion on the Independent
Accountant's Report for the financial statements. A similar comment appeared in prior Report B33348.

Accounting records and other public records must be maintained in a manner that will support
accurate financial statements. Anything other than an unqualified opinion on the Independent Auditors'
Report on the financial statements may have adverse financial consequences with the possibility of an
increase in interest rate cost to the taxpayers of the governmental unit. (Accounting and Uniform
Compliance Guidelines Manual for Cities and Towns, Chapter 7)

CONDITION OF RECORDS

The financial records presented for examination were incomplete and not reflective of the
financial activity. The following problems were noted in the financial records:

(1) Numerous receipts and disbursements were posted twice to the records. Correcting
entries could not be found for all entries that had been posted twice.

(2) Transfers were not properly posted. Some transfers were made by check and others
were by ledger posting only. Some transfers were posted as negative receipts instead
of disbursements. Due to the inconsistent treatment and incorrect posting of transfers,
not all transfers could be verified.

(3) Transactions of the Water Bond and Interest Fund and Water Debt Reserve Fund (used
to account for the State Revolving Fund Loans) were not properly posted. As of
December 31, 2008, all interest earned had not been posted to the financial records;
transfers made by check were not always receipted into the funds or were receipted into
an incorrect fund; and some disbursements, made by the trust agent for principal and
interest, were not posted to the financial records. The cumulative effect of these errors
on the Water Bond and Interest Fund was an overstated cash balance of $98,530. The
cumulative effect of these errors on the Water Debt Reserve Fund was an understated
cash balance of $34,600.

(4) Transactions of the Payroll Fund were not properly posted. Both the employee and
employer portions of FICA and Medicare taxes and the total amount for medical
insurance premiums were paid from payroll withholding accounts. Only employee
deductions were receipted into the payroll withholding accounts, creating a negative
cash balance of $32,658.

(5) Error corrections were not properly posted to the financial records. Negative receipts
and negative disbursements were posted in an attempt to correct transactions that were
incorrectly classified or posted twice. Additionally, correcting entries were included in
"balancing,” "update,” and "payroll correction" entries that were not supported by
adequate documentation to determine the validity of these transactions.

(6) Receipts and disbursements were back-dated. Several transactions were not posted in
a timely manner and, when discovered, were posted and back-dated to the date of the
original transactions.



CITY OF JONESBORO
EXAMINATION RESULTS AND COMMENTS
(Continued)

A similar comment appeared in prior Report B33348.

Receipt and disbursement corrections or other errors should be corrected by memorandum entry
with the issuance of a check and receipt to document the flow of the transactions. (Accounting and
Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

Officials and employees are required to use State Board of Accounts prescribed or approved

forms in the manner prescribed. (Accounting and Uniform Compliance Guidelines Manual for Cities and
Towns, Chapter 7)

BANK ACCOUNT RECONCILIATIONS

Depository reconciliations of the fund balances to the bank account balances were not completed
during the period examined. A review of the information provided indicated that:

(1) City funds recorded in the ledger are greater than the net bank balance by $1,661;
(2) Water Utility funds recorded in the ledger are less than the net bank balance by $60;

(3) Wastewater Utility funds recorded in the ledger are less than the net bank balance by
$4,093; and

(4) State Revolving Funds recorded in the ledger through the Water Bond and Interest Fund
and the Water Debt Reserve Fund are greater than the net bank balance by $63,930.

IC 5-13-6-1(e) states in part: "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."

OVERDRAWN CASH BALANCES

The cash balance of the Payroll Fund and Wastewater Operating Fund were overdrawn by
$32,658 and $30,652, respectively, at December 31, 2008.

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 governmental unit.
(Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

SUPPORTING DOCUMENTATION

Several payments were observed which were not supported by adequate documentation, such as
receipts, invoices, and other public records. Due to the lack of supporting information, the validity and
accountability for some money disbursed could not be established. The records indicated that the pay-
ments were for a hotel registration, prepaid cell phone minutes, credit card charges, and charges to store
credit accounts.

In one instance, an overpayment of $2,012 occurred when a payment was made based on the

original invoice and then another payment was made based on the statement. The overpayment was
corrected when the City received credit in the subsequent month.

-10-



Supporting documentation such as receipts, canceled checks, tickets, invoices, bills, contracts,
and other public records must be available for audit to provide supporting information for the validity and
accountability of monies disbursed. Payments without supporting documentation may be the personal
obligation of the responsible official or employee.

CITY OF JONESBORO
EXAMINATION RESULTS AND COMMENTS
(Continued)

Manual for Cities and Towns, Chapter 7)

CREDIT CARDS

The City is using credit cards to purchase items without an approved credit card policy. Some
payments were made based on credit card statements and were not supported by original receipts or

invoices.

The State Board of Accounts will not take exception to the use of credit cards by a governmental

unit provided the following criteria are observed:

(1)

(@)

3)

(4)

(5)

(6)

(7)

(8)

The governing board must authorize credit card use through an ordinance or resolution,
which has been approved in the minutes.

Issuance and use should be handled by an official or employee designated by the
board.

The purposes for which the credit card may be used must be specifically stated in the
ordinance or resolution.

When the purpose for which the credit card has been issued has been accomplished,
the card should be returned to the custody of the responsible person.

The designated responsible official or employee should maintain an accounting system
or log which would include the names of individuals requesting usage of the cards, their
position, estimated amounts to be charged, fund and account numbers to be charged,
date the card is issued and returned, etc.

Credit cards should not be used to bypass the accounting system. One reason that pur-
chase orders are issued is to provide the fiscal officer with the means to encumber and
track appropriations to provide the governing board and other officials with timely and
accurate accounting information and monitoring of the accounting system.

Payment should not be made on the basis of a statement or a credit card slip only.
Procedures for payments should be no different than for any other claim. Supporting
documents such as paid bills and receipts must be available. Additionally, any interest
or penalty incurred due to late filing or furnishing of documentation by an officer or
employee should be the responsibility of that officer or employee.

If properly authorized, an annual fee may be paid.

(Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

-11-
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CITY OF JONESBORO
EXAMINATION RESULTS AND COMMENTS
(Continued)

CUSTOMER DEPOSIT REGISTER

The detailed customer deposit register balance was $715 higher than the customer deposit cash
balance on the funds ledger at December 31, 2008. A similar comment appeared in prior Report B33348.

At all times, the manual and/or computerized records, subsidiary ledgers, control ledger, and
reconciled bank balance should agree. If the reconciled bank balance is less than the subsidiary or
control ledgers, then the responsible official or employee may be held personally responsible for the
amount needed to balance the fund. (Accounting and Uniform Compliance Guidelines Manual for Cities
and Towns, Chapter 7)

INCORRECT ACCOUNTS RECEIVABLE BALANCES

Utility and sanitation customer accounts receivable at December 31, 2008, totaled $199,373,
which included accounts that were not receivables. On several occasions in 2007 and a few occasions in
2008, the billing clerk could not correct problems in the computerized customer accounts, so new
accounts were created. These incorrect accounts have not been adjusted and remain in the customer
accounts receivable balance at December 31, 2008. The total amount of incorrect account balances
included in accounts receivable could not be determined. A similar comment appeared in prior Report
B33348.

In addition, accounts receivable also included accounts that were not properly credited for
payments received for sewer liens from Grant County. A check for $10,315 for liens filed in previous
years was deposited and posted to the funds ledger, but individual customer accounts were not credited.

Officials and employees are required to use State Board of Accounts prescribed or approved

forms in the manner prescribed. (Accounting and Uniform Compliance Guidelines Manual for Cities and
Towns, Chapter 7)

DELINQUENT WASTEWATER ACCOUNTS

Delinquent wastewater fees and penalties for delinquent accounts had not been properly
recorded with the County Recorder nor were they certified to the County Auditor which would result in a
lien against the property. A similar comment appeared in prior Report B33348.

IC 36-9-23-33 states in part:

"(b) Except as provided in subsection (l), the officer charged with the collection of fees and

penalties assessed under this chapter shall enforce their payment. As often as the officer

determines is necessary in a calendar year, the officer shall prepare either of the following:

(1) A list of the delinquent fees and penalties that are enforceable under this section,
which must include the following:

(A) The name or names of the owner or owners of each lot or parcel of real
property on which fees are delinquent.

(B) A description of the premises, as shown by the records of the county auditor.

-12-



CITY OF JONESBORO
EXAMINATION RESULTS AND COMMENTS
(Continued)

(C) The amount of the delinquent fees, together with the penalty.

(2) Anindividual instrument for each lot or parcel of real property on which the fees are
delinquent.”

"(c) The officer shall record a copy of each list or each individual instrument with the county
recorder. . ."

"(e) Using the lists and instruments prepared under subsection (b) and recorded under
subsection (c), the officer shall, not later than ten (10) days after the list or each individual
instrument is recorded under subsection (c), certify to the county auditor a list of the liens that
remain unpaid for collection in the next May. . . ."

-13-



CITY OF JONESBORO
EXIT CONFERENCE

The contents of this report were discussed on October 14, 2009, with Karen S. Owen, Clerk-
Treasurer; Jay R. Akers, Mayor; and Terry L. Poling, Common Council member.
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