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SCHEDULE OF OFFICIALS 
 
 
Office Official Term 
 
Treasurer Gary Davis 01-01-13 to 12-31-16 
 
President of the Board Tom Tucker 01-01-13 to 12-31-16 
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HARRISON COUNTY REGIONAL SEWER DISTRICT 
FEDERAL FINDINGS 

 
 
 
FINDING 2014-001 - INTERNAL CONTROLS OVER FINANCIAL TRANSACTIONS AND REPORTING 
 

There were several deficiencies in the internal control system of the District related to financial 
transactions and reporting. 
 

1. Lack of Segregation of Duties:  The District has not separated incompatible activities related to 
cash and investments, receipts, disbursements, and financial close and reporting.  The Treasurer 
performs all aspects related to cash and investments, receipts, disbursements, and financial 
close and reporting without sufficient oversight.  The failure to establish these controls could 
enable material misstatements or irregularities to remain undetected.  Control activities should be 
in place to reduce the risks of errors in financial reporting. 

 
2. Monitoring of Controls:  An evaluation of the District's system of internal control has not been 

conducted.  The failure to monitor the internal control system places the District at risk that 
controls may not be either designed properly or operating effectively to provide reasonable 
assurance that controls will prevent, or detect and correct, material misstatements in a timely 
manner.  Additionally, the District has no process to identify or communicate corrective actions to 
improve controls.  Effective internal controls over financial reporting requires the District to 
monitor and assess the quality of the system of internal control. 

 
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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing 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 Special Districts, 
Chapter 10)  
 
 
FINDING 2014-002 - PREPARATION OF THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 
The District did not have a proper system of internal control in place to prevent, or detect and correct, 

errors on the Schedule of Expenditures of Federal Awards (SEFA).  The Treasurer gathers the information, 
then compiles, certifies, and submits the federal grant information used for the SEFA without sufficient 
oversight and review.  The District should have proper controls in place over the preparation of the SEFA to 
ensure accurate reporting of federal awards.  Without a proper system of internal control in place that 
operates effectively, material misstatements of the SEFA could remain undetected. 

 
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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing are necessary for proper internal control. 
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HARRISON COUNTY REGIONAL SEWER DISTRICT 
FEDERAL FINDINGS 

(Continued) 
 
 

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 Special Districts, 
Chapter 10)  
 
 
FINDING 2014-003 - DAVIS-BACON ACT 
 
Federal Agency:  Department of Commerce 
Federal Program:  Investment for Public Works and Economic Development Facilities 
CFDA Number:  11.300 
Federal Award Number and Year (or Other Identifying Number):  06-01-05679 
 

Management of the District has not established an effective internal control system, which would 
include segregation of duties, related to the grant agreement and the compliance requirements that apply to 
Davis-Bacon Act.  The failure to establish an effective internal control system places the District at risk of non-
compliance with the grant agreement and the compliance requirements.  A lack of segregation of duties within 
an internal control system could also allow noncompliance with compliance requirements and allow the mis-
use and mismanagement of federal funds and assets by not having proper oversight, reviews, and approvals 
over the activities of the program. 

 
The District hired a Grant Administrator to assist in overseeing the labor standards required under the 

Davis-Bacon Act.  Certified payrolls were submitted by the contractors/subcontractors to the Grant Admin-
istrator who would then check to determine if prevailing wages were being properly paid.  The District did not 
have procedures in place to review and approve the work being performed by the Grant Administrator. 

 
An internal control system, including segregation of duties, should be designed and operate effec-

tively to provide reasonable assurance that material noncompliance with the grant agreement, or a type of 
compliance requirement of a federal program will be prevented, detected and corrected, on a timely basis. In 
order to have an effective internal control system, it is important to have proper segregation of duties.  This is 
accomplished by making sure proper oversight, reviews, and approvals take place and to have a separation 
of functions over certain activities related to the program.  The fundamental premise of segregation of duties 
is that an individual or small group of individuals should not be in a position to initiate, approve, undertake, 
and review the same activity. 
 

OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 

 
The failure to establish internal controls could enable material noncompliance to go undetected.  Non-

compliance with the grant agreement or the compliance requirements could result in the loss of federal funds 
to the District. 
 

We recommended that the District's management establish and implement controls, including seg-
regation of duties, related to the grant agreement and compliance requirements pertaining to Davis-Bacon 
Act. 
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HARRISON COUNTY REGIONAL SEWER DISTRICT 
AUDIT RESULTS AND COMMENTS 

 
 
DEPOSITS 
 

Collections were deposited later than the next business day in 53 percent of the collections tested. 
 

Indiana Code 5-13-6-1(c) states in part: 
 
". . . all local officers . . . who collect public funds of their respective political subdivisions, shall 
deposit funds not later than the business day following the receipt of funds on business days of 
the depository in the depository or depositories selected by the . . . local boards of finance . . ." 

 
 
ORDINANCES AND RESOLUTIONS  

 
The District's Ordinance HCRSD_2010-01 outlined the rates and fees to be charged to customers for 

sewer services.  However, during the review of billings, it was noted that the District's billing provider charged 
incorrect rates and fees for two of the District's three customers.  In September 2014, the District changed 
billing providers and the approved rates and fees were billed correctly.  

 
Each governmental unit is responsible for complying with the ordinances, resolutions, and policies it 

adopts.  (Accounting and Uniform Compliance Guidelines Manual for Special District, Chapter 10) 
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HARRISON COUNTY REGIONAL SEWER DISTRICT 
EXIT CONFERENCE 

 
 
 The contents of this report were discussed on March 15, 2016, with Gary Davis, Treasurer, and Tom 
Tucker, President of the Board. 




