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INDEPENDENT ACCOUNTANTS REPORT 
 

 
TO:  THE OFFICIALS OF THE TOWN OF CEDAR GROVE, FRANKLIN COUNTY, INDIANA 
 
 
 We have examined the schedules of receipts, disbursements, and cash and investment balances of 
the Town of Cedar Grove (Town), for the period of January 1, 2003 to December 31, 2005.  The Towns man-
agement is responsible for the schedules.  Our responsibility is to express an opinion based on our examina-
tion. 
 
 Our examination was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants and, accordingly, included examining, on a test basis, evidence sup-
porting the schedule of receipts, disbursements, and cash and investment balances and performing such other 
procedures as we considered necessary in the circumstances.  We believe that our examination provides a 
reasonable basis for our opinion. 
 
 In our opinion, the schedules referred to above present fairly, in all material respects, the cash trans-
actions of the Town for the years ended December 31, 2003, 2004, and 2005, based on the criteria set forth in 
the uniform compliance guidelines established by the Indiana State Board of Accounts. 
 

STATE BOARD OF ACCOUNTS 
 
September 18, 2006 



TOWN OF CEDAR GROVE
SCHEDULES OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES

ALL GOVERNMENTAL FUND TYPES
As Of And For The Years Ended December 31, 2003, 2004, And 2005

Cash and Cash and
Investments Investments

01-01-03 Receipts Disbursements 12-31-03
Governmental Funds:

General 6,592$               6,591$               3,593$                  9,590$               
Motor Vehicle Highway 3,540                 5,596                 6,987                    2,149                 
Local Road and Street 12,867               1,369                 -                            14,236               
Cumulative Capital Improvement 5,449                 669                    -                            6,118                 
Economic Development Income Tax 5,027                 -                         -                            5,027                 

Totals 33,475$             14,225$             10,580$                37,120$             

Cash and Cash and
Investments Investments

01-01-04 Receipts Disbursements 12-31-04
Governmental Funds:

General 9,590$               8,723$               4,626$                  13,687$             
Motor Vehicle Highway 2,149                 6,774                 2,994                    5,929                 
Local Road and Street 14,236               1,447                 -                            15,683               
Cumulative Capital Improvement 6,118                 690                    -                            6,808                 
Economic Development Income Tax 5,027                 823                    -                            5,850                 

Totals 37,120$             18,457$             7,620$                  47,957$             

Cash and Cash and
Investments Investments

01-01-05 Receipts Disbursements 12-31-05
Governmental Funds:

General 13,687$             7,901$               3,663$                  17,925$             
Motor Vehicle Highway 5,929                 7,204                 2,797                    10,336               
Local Road and Street 15,683               1,457                 701                       16,439               
Cumulative Capital Improvement 6,808                 572                    -                            7,380                 
Economic Development Income Tax 5,850                 322                    -                            6,172                 

Totals 47,957$             17,456$             7,161$                  58,252$             

The accompanying notes are an integral part of the schedules.
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TOWN OF CEDAR GROVE 
NOTES TO SCHEDULES 

 
 
Note 1. Introduction 
 

The Town was established under the laws of the State of Indiana.  The Town provides public safety, 
maintenance of roads and streets, and general administrative services. 

 
 

Note 2. Fund Accounting 
 
The Town 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 man-
agement by segregating transactions related to certain governmental functions or activities. 

 
 

Note 3. 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. 

 
 

Note 4. Property Taxes 
 
Property taxes levied are collected by the County Treasurer and are distributed to the Town 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 years 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 regula-
tions 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. 
 
 

Note 5. 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 Town to invest in securities including, but not limited to, fed-
eral government securities, repurchase agreements, and certain money market mutual funds.  Cer-
tain other statutory restrictions apply to all investments made by local governmental units. 
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TOWN OF CEDAR GROVE 
EXAMINATION RESULTS AND COMMENTS 

 
 
 

CERTIFIED REPORT NOT FILED 
 
 The Town did not file a certified report of compensation of officers and employees (Form 100-R or its 
equivalent) with the State Board of Accounts for the years 2004 and 2005.  
 
 Indiana Code 5-11-13-1 states, in part:  "Every state, county, city, town, township, or school official . . . 
shall during the month of January of each year prepare, make, and sign a written or printed certified report, 
correctly and completely showing the names and addresses of each and all officers, employees, and agents 
. . . and the respective duties and compensation of each, and shall forthwith file said report in the office of the 
state examiner of the state board of accounts."  
  
 
BANK ACCOUNT RECONCILIATIONS 
 
 Depository reconciliations of the fund balances to the bank account balances were not presented for 
examination.  
 
 Indiana Code 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."  
  
 
OFFICIAL BOND 
 
 The official bonds were not filed in the Office of the County Recorder for Ruth A. Merrill, Clerk-
Treasurer. 
 
 Indiana Code 5-4-1-5.1(b) states in part:  "Every elected or appointed officer, official, deputy, or em-
ployee of a political subdivision . . . shall file the bond in the office of the county recorder. . . ."  
  
 
CASH NECESSARY TO BALANCE, BANK RECONCILIATIONS 
 
 A comparison of the records to the bank account indicated cash necessary to balance of $260.98.  
 
 At all times, the manual and/or computerized records, subsidiary ledgers, control ledger, and recon-
ciled 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)  
  
 
OLD OUTSTANDING CHECKS (WARRANTS) 
 
 Our review of the bank reconcilements as of December 31, 2005, revealed two checks outstanding in 
excess of two years.  
 
 Indiana Code 5-11-10.5-2 states, in part:  "All warrants or checks drawn upon public funds of a 
political subdivision that are outstanding and unpaid for a period of two (2) or more years as of the last day of 
December of each year are void." 
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TOWN OF CEDAR GROVE 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 
 Indiana Code 5-11-10.5-3 states, in part:  "Not later than March 1 of each year, the treasurer of each 
political subdivision shall prepare or cause to be prepared a list in triplicate of all warrants or checks that have 
been outstanding for a period of two (2) or more years as of December 31 of the preceding year.  The original 
copy of each list shall be filed with the board of finance of the political subdivision or the fiscal body of a city or 
town.  The duplicate copy shall be transmitted to the disbursing officer of the political subdivision.  The tripli-
cate copy of each list shall be filed in the office of the treasurer of the political subdivision.  If the treasurer 
serves also as the disbursing officer of the political subdivision, only two (2) copies of each list need be pre-
pared or caused to be prepared by the treasurer." 
 
 Indiana Code 5-11-10.5-5 states: 
 

"(a) Upon the preparation and transmission of the copies of the list of the outstanding warrants 
or checks, the treasurer of the political subdivision shall enter the amounts so listed as a receipt 
into the fund or funds from which they were originally drawn and shall also remove the warrants or 
checks from the record of outstanding warrants or checks. 

     
(b) If the disbursing officer does not serve also as treasurer of the political subdivision, the 
disbursing officer shall also enter the amounts so listed as a receipt into the fund or funds from 
which the warrants or checks were originally drawn.  If the fund from which the warrant or check 
was originally drawn is not in existence, or cannot be ascertained, the amount of the outstanding 
warrant or check shall be receipted into the general fund of the political subdivision."  

  
 
ANNUAL REPORT 
 
 Annual reports for 2003, 2004, and 2005 were not presented for examination.  
 
 Indiana Code 5-3-1-3(a) states in part:  "Within sixty (60) days after the expiration of each calendar 
year, the fiscal officer of each civil city and town in Indiana shall publish an annual report of the receipts and 
expenditures of the city or town . . ." 
  
 
DEPOSITS 
 
 In numerous instances, receipts were deposited later than the next business day.  Receipts were 
deposited as late as six months after the receipt date. 
 
 Indiana Code 5-13-6-1(d) states:  "A city (other than a consolidated city) or a town shall deposit funds 
not later than the next business day following the receipt of the funds in depositories (1) selected by the city or 
town as provided in an ordinance adopted by the city or the town; and (2) approved as depositories of state 
funds."  
  
 
PAYROLL DEDUCTIONS 
 
 Payments were made to the Clerk-Treasurer and Town Council without payroll deductions for taxes.  
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TOWN OF CEDAR GROVE 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 
 Political subdivisions are required to comply with all grant agreements, rules, regulations, bulletins, 
directives, letters, letter rulings, and filing requirements concerning reports and other procedural matters of 
federal and state agencies, including opinions of the Attorney General of the State of Indiana, and court deci-
sions.  Governmental units should file accurate reports required by federal and state agencies.  Noncompli-
ance may require corrective action.  (Accounting and Uniform Compliance Guidelines Manual for Cities and 
Towns, Chapter 7)  
  
 
SUPPORTING DOCUMENTATION 
 
 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.  
 
 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 account-
ability of monies disbursed.  Payments without supporting documentation may be the personal obligation of 
the responsible official or employee.  (Accounting and Uniform Compliance Guidelines Manual for Cities and 
Towns, Chapter 7)  
  
 
LIST OF EMPLOYEES NOT FILED WITH COUNTY TREASURER 
 
 Some officials or employees of the Town of Cedar Grove had money due from the town, but a list of 
such employees was not certified to the County Treasurer.  
 
 Indiana Code 6-1.1-22-14(a) states, in part:  "On or before June 1 and December 1 of each year . . . 
the disbursing officer of each political subdivision . . . shall certify the names and addresses of each person 
who has money due from the political subdivision to the treasurer of each county in which the political sub-
division is located."  
  
 
ECONOMIC DEVELOPMENT INCOME TAX  

Economic Development Income Taxes were, in some instances, receipted to the General Fund. 
 
 Indiana Code 6-3.5-7-13.1 states, in part:  "The revenue received by a town under this chapter shall 
be deposited in the units economic development income tax fund." 
  
 
CEMETERY CONTRACTS 

Payments for cemetery mowing were made without a contract. 
 
 Payments made or received for contractual services should be supported by a written contract.  Each 
governmental unit is responsible for complying with the provisions of its contracts.  (Accounting and Uniform 
Compliance Guidelines Manual for Cities and Towns, Chapter 7)  
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TOWN OF CEDAR GROVE 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 
OPTICAL IMAGES OF WARRANTS 
 
 The financial institution did not return the actual or optical image of the Towns cancelled checks.  
 
 Indiana Code 5-15-6-3 concerning optical imaging of checks states, in part: 
     

"(a) . . . 'original records' . . . includes the optical image of a check or deposit document when: 
 

(1) the check or deposit document is recorded, copied, or reproduced by an optical 
imaging process . . . ; and 

 
(2) the drawer of the check receives an optical image of the check after the check is 

processed for payment . . . " 
         
 Further, Indiana Code 26-2-8-111 states, in part: 
     

"(a) If a law requires that certain records be retained, that requirement is met by retaining an 
electronic record of the information in the record that: 

 
(1) accurately reflects the information set forth in the record after it was first generated in 

its final form as an electronic record or otherwise: and 
         

(2) remains accessible for later reference."  
         

"(e) If a law requires retention of a check, that requirement is satisfied by retention of an elec-
tronic record of the information on the front and back of the check in accordance with subsection 
(a)."  
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TOWN OF CEDAR GROVE 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on September 18, 2006, with Ruth A. Merrill, Clerk-
Treasurer; and Tom Brown, President of the Town Council.  The official concurred with our findings. 




