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TOWN OFFICIALS 
 
 
Office Official Term 
 
Clerk-Treasurer Michael W. Griffin 01-01-08 to 12-31-11 
 
President of the 
 Town Council   Dan Vassar 01-01-09 to 12-31-09 
    Mark A. Herak 01-01-10 to 12-31-10 
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 STATE OF INDIANA 

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

 
   Telephone: (317) 232-2513 

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

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TO:  THE OFFICIALS OF TOWN OF HIGHLAND, LAKE COUNTY, INDIANA 
 
 
 We have audited the records of the Clerk-Treasurer for the period from January 1, 2009 to 
December 31, 2009, and certify that the records and accountability for cash and other assets are satis-
factory to the best of our knowledge and belief, except as stated in the Audit Results and Comments.  
The financial transactions of this office are reflected in the Comprehensive Financial Annual Report of 
Town of Highland for the year 2009. 
 

STATE BOARD OF ACCOUNTS 
 
September 23, 2010 
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CLERK-TREASURER 
TOWN OF HIGHLAND 

AUDIT RESULTS AND COMMENTS 
 
 
 
INTERNAL CONTROLS OVER REPORTING 
 
 The Town does not have adequate internal controls in place for the review and verification of 
information prepared by third parties and presented for audit. 
 

Financial Statements - Water Utility and Sanitary District 
 
 The Town employs various accounting consultants to prepare financial statements to be used in 
the preparation of the Comprehensive Annual Financial Report.  Water Utility and Sanitary District finan-
cial reports are prepared on the accrual basis of accounting by a consultant.  The statements were pre-
sented to the State Board of Accounts examiners prior to being reviewed by the Clerk-Treasurer or any of 
his designees.  The statements contained obvious errors, including a prior period adjustment which was 
reported in the Statement of Cash Flows and not presented in the Statement of Activities in accordance 
with generally accepted accounting principles.  The adjustment would not be reported on the Statement of 
Cash Flows unless it was an adjustment to cash and cash equivalents.  In addition, an explanatory note 
to the financial statements was not included. 
 

Capital Assets 
 
 Another consultant is employed to prepare a report of Capital Assets and the related Accu-
mulated Depreciation activities, and Construction Work in Progress.  Total capital assets, net of accu-
mulated depreciation, including Construction Work in Progress and Land account for $44,842,054 of the 
$69,377,809 total assets reported on the Statement of Net Assets for governmental and business-type 
activities.  An employee in the Clerk-Treasurer's office maintains records of capital assets and con-
struction in progress based upon information provided by the various Town departments.  These records 
are then provided to the consultant for the preparation of the report.  The records maintained by this 
employee are not reviewed by management to ensure the record is complete and accurate.  Our review 
of the minutes of the Town Council indicated some major additions were excluded.  Some of the excluded 
items included property purchased at 3309 Ridge Road, and three police vehicles and a diesel truck ac-
quired through capital leases.  The property purchase of $52,134 represented 100% of the additions to 
the Town land.  The purchase of the police vehicles of $66,407 and the diesel truck of $44,659 repre-
sented 35% of the additions to the Town's Equipment and Vehicles.   
 
 Furthermore, some construction in progress included in the records maintained by the employee, 
were excluded from the report prepared by the consultant.  The employee's records of construction in pro-
gress additions exceeded the report's additions by $527,566 which accounted for 14% of the total addi-
tions to construction in progress.  Also, the report excluded items capitalized through accounts payable or 
contracts payable of $382,315.  The Clerk-Treasurer subsequently determined that the report is prepared 
on the cash basis of accounting even though the Town reports on an accrual basis of accounting.  
 
 The beginning balance of the capital assets exceeded the prior year ending balance by $52,156, 
which could not be identified.   
 
 It was brought to our attention by the Director of Public Works that two items included in the Con-
struction in Progress balance should not have been capitalized.  The two projects are reported as Caddy 
Marsh Ditch Flood Control $10,933 and 41st Lane Sanitary Sewer Project $9,989.  
 
 During the course of the audit the report was revised several times by the consultant to adjust for 
the items brought to their attention.  Failure to review the reports caused delays in the performance of our 
audit procedures.  
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CLERK-TREASURER 
TOWN OF HIGHLAND 

AUDIT RESULTS AND COMMENTS 
(Continued) 

 
 

Comprehensive Annual Financial Report 
 
 Finally, a third consultant was employed to prepare the Comprehensive Annual Financial Report 
(CAFR) for submission to the Government Finance Officers Association (GFOA) for consideration of 
receiving a certificate for excellence in reporting.  This report contained several errors which should have 
been detected by management prior to presentation to the State Board of Accounts for audit.  Some of 
the more obvious errors included:  inconsistent names of funds and spelling errors; a fund included on the 
Statement of Revenues, Expenditures, and Other Changes in Fund Balances which was not included on 
the Combining Balance Sheet or listed on the pages defining the funds; and the balances reported in the 
Combining Statement of Fiduciary Net Assets - Agency Funds did not agree to the balances reported on 
the Statement of Fiduciary Net Assets.  Significant changes to reported dollar amounts were also 
detected and corrected by examiners.  Dollar errors occurred by:  not reporting new capital leases as 
issuance of debt on the Statement of Revenues, Expenditures, and Other Changes in Fund Balances; not 
ensuring both transfers in and out of funds were recorded; reporting taxes receivable amounts net of 
amounts to be reported as deferred revenues on the Balance Sheets, but still reporting a portion of the 
deferred revenues; and including prior year receivables or payables as current year amounts. 
 
 Because of the extent to which third party reports are to be relied upon by management to report 
the financial transactions of the Town, and the lack of evidence of reviews performed by management, 
this indicates a material  weakness within the internal control structure of the Town. 
 
 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, segregation of duties, safeguarding controls over cash and all other assets and all forms of infor-
mation processing 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 Cities and 
Towns, Chapter 7) 
 
 
OLD CREDIT BALANCES IN ACCOUNTS RECEIVABLE 
 
 Advance payments and overpayments on utility bills are applied to subsequent billings until the 
credit balance is exhausted or until the customer cancels services.  The Town has a policy whereby utility 
customers who cancel services will not receive reimbursement of account credit balances of less than 
one dollar ($1.00).  At December 31, 2009, the 90-day aged accounts receivable credit balances totaled 
$11,069.  Analysis of these customer accounts indicated that some of the credit balances dated as far 
back as August 1995, which was the last date of service.  There has been no attempt to refund the credit 
balances that are in excess of $1.00. 
 
 Persons, companies or governmental units that have overpaid amounts to a governmental unit 
are entitled to a repayment or refund by check or warrant.  (Accounting and Uniform Compliance Guide-
lines Manual for Cities and Towns, Chapter 7) 
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CLERK-TREASURER 
TOWN OF HIGHLAND 

AUDIT RESULTS AND COMMENTS 
(Continued) 

 
 
PAYROLL 
 
 There are two employees in the building and inspection department who, per the salary ordi-
nance, are considered part-time hourly employees.  Based upon "normal work schedule" noted on their 
Employee Service Record, they do not meet the definition of part-time as defined in the Town's "Municipal 
Employee Handbook Compensation and Benefits Ordinance" (Employee Handbook).  Per the Employee 
Handbook, Section 2.05, "Regular part-time employees are those salaried or hourly paid employees who 
are hired with the understanding that they will regularly work less than 70 hours per pay period.  Part-time 
employees are not eligible for employee benefits, except as set forth in the Handbook if they meet the 
eligibility requirements or as required by law. . . ."  Per the "normal work schedule" noted on the Em-
ployee Service Record, one of the inspectors is to work 35 hours per week, and the other is to work 37.5 
hours per week.  Employee benefits include the accruing of compensatory time.  
 
 Furthermore, each of these two employees are earning and using compensatory time.  We 
reviewed time cards and payroll records for six pay periods from March through May 2009.  The time 
cards indicate pay periods in which the number of hours worked were in excess of the hours noted for the 
"normal work schedule."  When this occurred, it was indicated on the time cards that the excess hours 
were to be "banked."  When not enough hours were worked in a pay period, it was indicated on the time 
card that the bank would be deducted; thus, each employee was paid based upon working a straight 70 
or 75 hours per biweekly pay period.  The hours "banked" or deducted from the "bank" were reported on 
the Employee Service Records as "Carry Over."  As of December 31, 2009, the 35 hours per week em-
ployee is carrying 59 hours and the 37.5 hours per week employee is carrying 96.75 hours.  It appears 
that this is not in accordance with the Town's policy. 
 
 Per the Employee Handbook, Section 4.03 states:  "All non-exempt, non-salaried employees will 
be paid time and one-half the regular rate of pay OR will receive compensatory time at one and one-half 
for all work performed in excess of forty (40) hours per week excluding Police Department personnel as 
hereinafter provided. . . ." 
 
 Each governmental unit is responsible for complying with the ordinances, resolutions, and poli-
cies it adopts.  (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7) 
 
 
APPROVAL OF PAYROLL CLAIMS 
 
 As stated in the prior audit report, payroll disbursements were not approved by the Town Council 
because a payroll claim is not prepared.  Only the transfers from the various funds to the payroll fund 
were approved.  Officials have indicated that a form has been developed in 2010 for use in lieu of the 
payroll claim. 
 
 IC 5-11-10-2 (a) states: 
 

"Claims against a political subdivision of the state must be approved by the officer or person 
receiving the goods or services, be audited for correctness and approved by the disbursing 
officer of the political subdivision, and, where applicable, be allowed by the governing body 
having jurisdiction over allowance of such claims before they are paid.  If the claim is against 
a governmental entity (as defined in section 1.6 of this chapter), the claim must be certified by 
the fiscal officer." 
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CLERK-TREASURER 
TOWN OF HIGHLAND 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on September 23, 2010, with Michael W. Griffin, 
Clerk-Treasurer; Kathleen Dowling, Deputy Clerk-Treasurer; and Mark A. Herak, President of the Town 
Council.  The official response has been made a part of this report and may be found on pages 8 through 
15. 
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