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APRIL AND JUNE TRAINING SCHOOLS

The Indiana League of Municipal Clerks and Treasurers' Annual Conference will be held April
24 through April 27, 2006 at the Century Center in South Bend, Indiana. The State Board of Accounts
and Department of Local Government Finance will be conducting a one-day accounting and budget
workshop on the third day of the conference (Wednesday, April 26). This day of the conference will
qualify as a State-called meeting day.

The State Board of Accounts Annual School for Clerk-Treasurers, City Clerks and City
Controllers will be held June 7 and 8, 2006 at the Indianapolis Marriott East, 7202 East 21% Street,
Indianapolis, Indiana.

Please mark these dates on your calendar. Explanatory letters with tentative agendas will be
mailed prior to both meetings.

APPROVAL OF ACCOUNTING FORMS AND SYSTEMS

The State Board of Accounts is charged by law with the responsibility of prescribing and
installing a system of accounting and reporting which shall be uniform for every public office and every
public account of the same class. [IC 5-11-1-2]

A prescribed form is one which is put into general use for all offices of the same class, whereas
an approved form is for special use in a particular office.

Cities and towns are required by law to use the forms prescribed by this department. However, if
it is desirable to use a different form or to have a prescribed form modified to conform to local conditions,
a letter and three copies of the proposed form may be submitted to the State Board of Accounts for
approval. No form should be printed and placed in use, other than a prescribed form, without prior
approval.

Some computer hardware, software and application systems can produce exact replicas of the
forms prescribed by the State Board of Accounts and documented in the Accounting Manuals which this
agency provides to governmental units. In addition, some of the prescribed forms are currently replicated
on continuous, preformatted computer paper.

The State Board of Accounts prescribes the required accounting system forms, but does not
specify the source from which forms must be obtained. Therefore, the State Board of Accounts will not
take exception to the use of forms created by computer printer or utilizing continuous form computer
paper. These exact replications must be identical to the prescribed forms on format, titles and locations of
data. These exact replications of prescribed forms are not required to be submitted to the State Board of
Accounts for approval and each form should be identified as “FORM PRESCRIBED BY STATE
BOARD OF ACCOUNTS?” in the same location as it is printed on the most recent revision of the
prescribed form.
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APPROVAL OF ACCOUNTING FORMS AND SYSTEMS — (Continued)

The use of computer generated prescribed forms should be brought to the attention of the Field
Examiners during the next regularly scheduled audit. The forms and the computer system operating the
forms are subject to a technical computer audit based upon the results of the Field Examiners’ risk
assessment.

FORM APPROVAL PROCESS-COMPUTERIZED SYSTEMS

Decisions regarding the participation of cities and towns with vendor software systems are the
responsibility of the appropriate elected or appointed governing body of a city or town in accordance with
statutory authority. Accordingly, a governing body, if desiring to use forms generated by a particular
software program or package, may pass a resolution so stating their preference. The resolution and a
letter (sample letter page 3) would be sent to the State Board of Accounts for compliance with applicable
statutes and regulations and to provide assurance that the city or town does indeed desire to use the forms.
The forms submitted should be a facsimile of the prescribed system (headings and titles, etc.). Otherwise,
a cross-reference to the prescribed form intended to be replaced should be submitted. The State Board of
Accounts’ approval is based upon compliance with the conditions outlined on page 4 and review during
the audits of the city or town. Thereafter, other cities and towns may use any forms previously approved
for the original city or town using that particular software program (assuming compliance with the
conditions outlined on page 4 and subsequent audits).

Any forms not previously reviewed and approved by the State Board of Accounts would need to
go through the traditional form approval process.

Summarization of a form approval process:

1. City or Town “A” passes a resolution in a public meeting stating the desire to use forms
generated by a specific software program.

2. A copy of the resolution along with information in the sample letter (page3) is sent to the State
Board of Accounts by City or Town “A” along with a sample of all reports and forms of the
system. The forms submitted should be similar to the prescribed system (headings and titles, etc).
Otherwise, a cross-reference to the prescribed form intended to be replaced must be submitted.

3. City or Town “A” receives an approval letter from the State Board of Accounts and begins using
the forms without any further approvals in the future unless the forms change.

4. City or Town “B”, “C”, etc., sends to the State Board of Accounts the same type of resolution and
sample letter (page 3) , (no forms are sent to the State Board of Accounts). City or Town “B”,
“C”, etc., adheres to the conditions on page 4 and recommendations made during audits and
begins using the forms without further approvals in the future unless the forms change.
Previously approved forms for that system do not have to be sent in for approval. City and
Town “B”, “C”, etc. will not receive approval letters as they have agreed to abide by the
conditions listed in the “Cities and Towns Bulletins”.
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LETTERHEAD
OF
GOVERNMENTAL UNIT

State Board of Accounts

302 West Washington Street

4" Floor, Room E418
Indianapolis, Indiana 46204-2765

Re: Form Approvals

The (NAME OF GOVERNING BODY) passed the attached resolution concerning usage of
forms for the (NAME OF GOVERNEMNTAL UNIT).

The (NAME OF GOVERNING BODY) is ultimately responsible for all forms and systems to
be used. Accordingly, we are requesting to be authorized to use the forms and systems provided (1) and
(NAME OF CITY OR TOWN WHICH FIRST RECEIVED AN APPROVAL) as these forms were
approved by your Office in writing as of (DATE OF ORIGINAL APPROVAL). We will abide by the
form approval requirements as stated in the “Cities and Towns Bulletin” and during audits by the State
Board of Accounts.

The (NAME OF GOVERNING BODY) will notify you in writing if desiring to discontinue use
of the system approved. Any forms that are not in an all inclusive approved package would still need to
be approved by your Office. Furthermore, if we desire to use any forms which have changed since the
date of original approval above, and those forms have not received a written approval from your Office,
we will immediately submit those forms for approval.

We also understand the process of a letter and resolution are not an attempt to provide preferential
treatment to any vendor but instead are an effort to expedite the form approval process required by statute
and regulation. Finally, we are aware that any system or hardware changes initiated by a vendor and the
resultant costs, are vendor, market or consumer demand driven.

(PRESIDENT OR CHAIRMAN OF THE GOVERNING BODY) (DATE)

(CHIEF EXECUTIVE OFFICER) (DATE)

(1) The first City or Town approved would have a period after the word “provided” and the rest of the
sentence would be deleted. All other Cities and Towns requesting use of that system should show the
information stated after the word “provided”.
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FORM APPROVAL CONDITIONS

1. The forms and system shall be subject to further review and/or recommendations during the
audits of the city or town to allow for on-site review as well as to ensure compliance with current
statutes.

2. Any other forms necessary to complete the system shall be submitted to the State Board of
Accounts for approval. You shall continue to maintain all prescribed forms not otherwise
covered by an approval.

3. All transactions that occur in the system must be recorded. Transactions can be maintained
online, on backup tapes, microfilmed, or printed on hardcopy. These transactions include but are
not limited to: all input transactions, transactions that generate receipts, transactions that generate
checks, master file updates, and all transactions that affect the ledgers in any way. For all
information maintained on the system, the system must be designed in such a manner that
changes to a transaction file cannot occur without being processed through an application.

4. The ability must not exist to change data after being posted. If an error is discovered after the
entry has been posted, then a separate correcting entry must be made. Both the correcting entry
and the original entry must be maintained.

5. If the City or Town owns the source code, sufficient controls must exist to prevent unauthorized
modificiation. If the City or Town does not own the source code, upon request or in the event the
vendor no longer provides maintenance service for the system, the vendor shall provide
representatives of the State Board of Accounts with access to all computer source code for the
system. In addition, the vendor shall provide representatives of the State Board of Accounts with
a document describing the operating system used, the language that the source code is written in,
the name of the compiler used, and the structure of the data files including data file names and
data file descriptions, field names and field descriptions for the system upon request.

6. Any checks, receipts, purchase orders, deposit advices or other prescribed forms that require
numbering shall be serially prenumbered by the printing supplier prior to delivery to the City or
Town. All receipts are to be printed at the time money is received. Furthermore, checks,
receipts, purchase orders or deposit advices shall not be presigned and shall have duplicates. An
approved check register may be used to meet the duplicate requirement for checks and deposit
advices.

7. All receipts must be either in duplicate or recorded in a prescribed or approved register of
receipts.

8. All checks must be either in duplicate or recorded in a register of checks generated by the
computer.
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PURCHASES OF COMPUTER HARDWARE AND SOFTWARE

The purchase of a computer system (hardware and software) is subject to the Public Purchases
Law (IC 5-22). However, IC 5-22-10-7 allows a purchasing agent to make a special purchase of data
processing contracts or license agreements for:
(1) software programs; or
(2) supplies or services, when only one (1) source meets the using agency’s reasonable
requirements.

If it is determined that a special purchase of data processing contracts or license agreements for
software programs or supplies or services will be made, the purchasing agent may make the purchase
without soliciting bids or proposals. However, the special purchase must be made with competition as is
practicable under the circumstances. (IC 5-22-10-2)

$5.00 DELINQUENT SEWER SERVICE CHARGE

A $5.00 service fee is to be added by the proper City or Town official to each delinquent fee,
penalty, and recording fee and is included in the total amount of the lien to be recorded in the County
Recorder’s office. The statute pertaining to this particular subject is found in IC 36-9-23-33(c).

After any delinquent fees, penalties, recording fees and service fees have been certified to the

County Auditor for placing the charges upon the tax duplicate for collection, the city or town shall not
collect these charges but they will be collected only by the County Treasurer.

1937 FIREFIGHTERS’ PENSION FUND-OFFICIAL BOND

Public Law 173, House Enrolled Act 1242, Acts of 2003, amended I1C 36-8-7-10 which sets out the
requirements for the faithful performance bond for the 1937 Firefighters’ Pension Fund. IC 36-8-7-10(c)
requires the fiscal officer to keep a separate account of the 1937 fund and to fully and accurately set forth
a statement of all money received and paid out by him. The officer shall, on the first Monday of January
and June of each year, make a report to the local board of all money received and distributed by him. The
president of the local board shall execute the officer’s bond in the sum the board considers adequate,
conditioned that the fiscal officer will faithfully discharge the duties of the fiscal officer’s office and
faithfully account for and pay over to the persons authorized to receive all money that comes in the fiscal
officer’s hands by virtue of the fiscal officer’s office. The bond and sureties must be approved by the
local board and filed with the executive of the unit.

With the passage of the aforementioned law, there was no longer a requirement that the president of
the fire pension board obtain an official bond. Additionally, the official bond of the clerk-treasurer or
controller should already contain coverage for handling such funds.

Each clerk-treasurer or controller that handles such funds needs to verify with his/her insurance
agent that sufficient coverage exists to satisfy the requirements of the law.
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1925 POLICE PENSION FUND - OFFICIAL
BOND REQUIREMENTS

The pension secretary shall, in the manner prescribed by I1C 5-4-1, execute a bond conditioned upon
the faithful discharge of his duties [IC 36-8-6-3(d)]. IC 5-4-1-18 states that the fiscal body of the unit
shall fix the amount of the bond.

WORKER’S COMPENSATION INSURANCE

Under IC 22-3-6-1 it is permissible to cover the officers of a municipal corporation in the contract
of insurance. The following is quoted from that statute:

“....An executive officer of a municipal corporation or other governmental subdivision....may,
notwithstanding any other provision of IC 22-3-2 through 1C 22-3-6, be brought within the coverage of its
insurance contract by the corporation by specifically including the executive officer in the contract of
insurance. The election to bring the executive officer within the coverage shall continue for the period the
contract of insurance is in effect, and during this period, the executive officers thus brought within the
coverage of the insurance contract are employees of the corporation under 1C 22-3-2 through
IC 22-3-6...”

In view of the foregoing provisions, it is the position of the State Board of Accounts that worker’s
compensation premiums based on salaries of officials and deputies could be included in the payroll audits,
provided such officials and deputies are specifically included in the terms of the insurance policy. Where
not so included, however, we question payment of such premiums since the city or town is expending
funds for this protection without the insurance company having any liability therefore under the terms of
the policy.

We suggest, before making payment of any premiums for worker’s compensation insurance

involving the payrolls of officials and deputies, that you check the insurance policy closely to see that the
officials and deputies are specifically included under its terms.

ADDITIONAL COMPENSATION FOR CITY ATTORNEY

The city attorney may receive additional compensation from the funds of a utility or function, but
this compensation results from his employment as city attorney and not from a separate contract of
employment.

The Attorney General held in Official Opinion No. 45, issued October 13, 1965, as follows:

1. “A city attorney may receive additional compensation for service performed in connection
with the creation or the operation of a municipally owned function or utility provided that the
utility is one that collects revenue from its operation, that the service performed is other than
governmental, and that the additional compensation is awarded by the governing body of the
utility and approved by the mayor and common council.”
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ADDITIONAL COMPENSATION FOR CITY ATTORNEY - (Continued)

2. “The additional compensation must come from either revenue collected from the operation of the
utility or funds raised by the sale of revenue bonds to be redeemed by revenue collected from
the operation of the utility. If the additional compensation is inadvertently paid from some
other source, that source must be recompensed by monies drawn from the proper source.”

In view of the foregoing, the city attorney could be compensated by the utility or function for
services other than governmental in any amount fixed in accordance with IC 36-4-7-4. The Attorney
General in this Opinion pointed out that the statute contains no restrictions as to when the additional
compensation is to be paid or as to the period of time involved.

This additional compensation, or course, would be in addition to the city attorney salary which is
paid from budgeted funds and could be fixed or increased at any time to compensate for services rendered
in connection with a revenue bond issue, providing such compensation is fixed by the governing board of
the utility and is approved by the mayor and the common council.

If the official records of the utility or function do not show the award of this additional
compensation and the official records of the civil city do not show approval of the mayor and common
council, either by ordinance or resolution as the statutes regulating the utility might provide, then there is
no authority to make any payment.

We wish to point out there is no statutory authority for the city attorney to receive additional
compensation for services rendered in connection with the issuance of general obligation bonds.

It is also our audit position that litigation services will not fall within the normal duties of a City

Attorney and the City Attorney could receive additional compensation if such services were provided to
the City.

MUNICIPAL UTILITIES - CLERK-TREASURER’S DUTIES

IC 8-1.5-3-4 requires the board over a municipally-owned water, gas or electric utility to deposit all
money collected with the municipality’s fiscal officer and to make monthly reports to the fiscal officer of
the receipts and disbursement of money belonging to each utility.

This section, as well as the language contained in IC 36-9-23 for wastewater utilities, does not
appear to require a clerk-treasurer to perform any duties other than to maintain a bank account for each
utility and to sign utility warrants. It has been the position of this department for many years that the
board over the utilities would decide which person would be responsible for utility billing and collection.
Such person could be the clerk-treasurer or someone else.

LEVY EXCESS FUND

Each year the Department of Local Government Finance will certify to each city and town figures
which show one hundred percent (100%) of the tax levy for each fund. If the property taxes received
exceed one hundred (100%) of levy, the excess shall be receipted to a levy excess fund. However, if the
amount is less than one hundred dollar ($100), no transfer is required.
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ESTABLISHING THE ESTIMATED COST OF CAPITAL ASSETS

When it is not possible to determine the historical cost of capital assets owned by a governmental
unit, the following procedure should be followed.

Develop an inventory of all capital assets which are significant for which records of the historical
costs are not available. Obtain an estimate of the replacement costs of these assets. Through inquiry
determine the year or approximate year of acquisition. Then multiply the estimated replacement cost by
the factor for the year of acquisition from the Table of Cost Indexes. The resulting amount will be the
estimated cost of the asset.

In some cases estimated replacement cost can be obtained from insurance policies; however, if
estimated replacement costs are not available from insurance policies, you should obtain or make an
estimate of the replacement costs.

If the replacement cost is estimated to be $76,000.00 and the asset was constructed about 1930,
then the estimated cost of the asset should be reported as $6,840.00.

$76,000.00 X .08 = $6,080.00

TABLE OF COST INDEXES
1915 to 2005

Year Index Year Index Year Index Year Index
2005 1.00 1978 .33 1954 14 1931 .08
2004 .97 1977 31 1953 .14 1930 .08
2003 .94 1976 .29 1952 .14 1929 .09
2002 .92 1975 .28 1951 .13 1928 .09
2001 91 1974 .25 1950 12 1927 .09
2000 .88 1973 .23 1949 12 1926 .09
1999 .85 1972 22 1948 12 1925 .09
1998 .84 1971 21 1947 A1 1924 .09
1997 .82 1970 .20 1946 .10 1923 .09
1996 .81 1969 .19 1945 .09 1922 .08
1995 .78 1968 .18 1944 .09 1921 .09
1994 .76 1967 A7 1943 .09 1920 .10
1993 74 1966 A7 1942 .08 1919 .09
1992 72 1965 .16 1941 .08 1918 .08
1991 .70 1964 .16 1940 .07 1917 .07
1990 .67 1963 .16 1939 .07 1916 .06
1989 .63 1962 .15 1938 .07 1915 .05
1988 .61 1961 .15 1937 .07

1987 .58 1960 .15 1936 .07

1986 .56 1959 .15 1935 .07

1985 .55 1958 .15 1934 .07

1984 .53 1957 14 1933 .07

1983 .51 1956 14 1932 .07

1982 49 1955 14

1981 A7

1980 A2

1979 37



