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INDEPENDENT ACCOUNTANT'S REPORT

TO: THE OFFICIALS OF THE TOWN OF SOMERVILLE, GIBSON COUNTY, INDIANA

We have examined the financial information presented herein of the Town of Somerville (Town), for
the period of January 1, 2004 to December 31, 2005. The Town's management is responsible for the financial
information presented herein. Our responsibility is to express an opinion based on our examination.

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 financial information presented herein 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 financial information referred to above present fairly, in all material respects, the
financial information of the Town for the years ended December 31, 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

November 21, 2006



TOWN OF SOMERVILLE
SCHEDULES OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES
ALL GOVERNMENTAL FUND TYPES
As Of And For The Years Ended December 31, 2004 And 2005

Cash and Cash and
Investments Investments
01-01-04 Receipts Disbursements 12-31-04
Governmental Funds:
General $ 394 3% 4791 $ 4676 $ 509
Motor Vehicle Highway 10,592 13,608 18,421 5,779
Local Road and Street 11 2,882 1,876 1,017
Riverboat 23 1,967 - 1,990
EDIT - 423 - 423
Fire Grant - 13,613 1,363 12,250
Cumulative Capital Improvement 1,017 1,164 1,695 486
Totals $ 12,037 $ 38,448 $ 28,031 $ 22,454
Cash and Cash and
Investments Investments
01-01-05 Receipts Disbursements 12-31-05
Governmental Funds:
General $ 509 $ 3,942 $ 3,370 $ 1,081
Motor Vehicle Highway 5,779 12,263 17,965 77
Local Road and Street 1,017 3,239 3,433 823
Riverboat 1,990 1,967 3,630 327
EDIT 423 284 707 -
Fire Grant 12,250 13,626 8,417 17,459
Cumulative Capital Improvement 486 964 1,419 31
Totals $ 22454 % 36,285 $ 38,941 $ 19,798

The accompanying notes are an integral part of the schedules.
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TOWN OF SOMERVILLE
NOTES TO FINANCIAL INFORMATION

Introduction

The Town was established under the laws of the State of Indiana. The Town provides the following
services: highways and streets and general administrative services.

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.

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 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 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 reg-
ulations 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, respec-
tively. All property taxes collected by the County Treasurer and available for distribution were dis-
tributed to the Town 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 Town 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.

Subsequent Event

The Town of Somerville has been awarded a Department of Commerce grant for a new fire house in
the amount of $265,000.



TOWN OF SOMERVILLE
EXAMINATION RESULTS AND COMMENTS

DEPOQOSITS

In numerous instances, receipts were deposited later than the next business day.

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."

TRANSACTION RECORDING

The Fire Grant Fund receipts and disbursements were not entered in the records of the Town of
Somerville nor reported in the Town Annual Report (CTAR). The EDIT Fund was not properly accounted for in
the records of the Town as well. Receipts for the EDIT fund were receipted to the Local Road and Street fund.

All financial transactions pertaining to the governmental unit should be recorded in the records of the
governmental unit. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

The fiscal officer of each city or town in a county in which the county economic development tax is
imposed shall establish an economic development income tax fund. The revenue received by a city or town
shall be deposited in the unit's economic development income tax fund. (Cities and Towns Bulletins, June,
1997, p. 14)

RECEIPT ISSUANCE

In some instances, receipts for the Fire Grant Fund were not issued in 2004.
Receipts shall be issued and recorded at the time of the transaction; for example, when cash or a

check is received, a receipt is to be immediately prepared and given to the person making payment. (Account-
ing and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

CONDITION OF RECORDS

Financial records presented for audit were incomplete and not reflective of the activity of the Fire
Grant Fund and EDIT Fund. The records presented did not provide sufficient information to examine
beginning balances, receipts, disbursements, ending balances, or the accuracy or correctness of the
transactions.

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)

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)



TOWN OF SOMERVILLE
EXAMINATION RESULTS AND COMMENTS
(Continued)

ERRORS ON CLAIMS

The following deficiencies were noted on claims during the audit period:
1. Claims were not prepared for all disbursements in 2004.

2.  Afew claims were not adequately itemized.

Indiana Code 5-11-10-1.6 states in part:

"(b) As used in this section, ‘claim' means a bill or an invoice submitted to a governmental entity
for goods or services."

"(c) The fiscal officer of a governmental entity may not draw a warrant or check for payment of a
claim unless:

(1) there is a fully itemized invoice or bill for the claim;

(2) the invoice or bill is approved by the officer or person receiving the goods and
services;

(3) theinvoice or bill is filed with the governmental entity's fiscal officer;

(4) thefiscal officer audits and certifies before payment that the invoice or bill is true
and correct; and

(5) payment of the claim is allowed by the governmental entity's legislative body or
the board or official having jurisdiction over allowance of payment of the claim."

OPTICAL IMAGES OF WARRANTS

The financial institution did not return the actual cancelled checks with the monthly bank statements
after March 2005, but instead returned only an optical image of the front side of the checks.

Indiana Code 5-15-6-3 concerning optical imaging of checks states, in part:
"(@) ...'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:

"(@) 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



TOWN OF SOMERVILLE
EXAMINATION RESULTS AND COMMENTS
(Continued)

(2) remains accessible for later reference.”

"(e) If alaw 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

(@)."

PRESCRIBED FORMS

The following prescribed or approved form was not in use: Form 101, Mileage Claim.
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)

APPROPRIATIONS

The records presented for examination indicated the following expenditures in excess of budgeted
appropriations:

Excess
Amount
Fund Year Expended
Local Road and Street 2004 $ 13,599
Motor Vehicle Highway 2004 1,876
Cumulative Capital Improvement 2004 1,695
Indiana Code 6-1.1-18-4 states in part: ". .. the proper officers of a political subdivision shall appro-

priate funds in such a manner that the expenditures for a year do not exceed its budget for that year as finally
determined under this article."



TOWN OF SOMERVILLE
EXIT CONFERENCE

The contents of this report were discussed on November 21, 2006, with Mary Dyer, Clerk-Treasurer.
The official concurred with our findings.





