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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 

 
 
 
 

INDEPENDENT ACCOUNTANT'S REPORT 
 

 
TO:  THE OFFICIALS OF WASHINGTON TOWNSHIP, MORGAN COUNTY, INDIANA 
 
 
 We have examined the financial statement of Washington Township (Township), for the period of 
January 1, 2010 to December 31, 2010.  The Township's management is responsible for the financial 
statement.  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 supporting the financial statements and performing such other procedures as we considered 
necessary in the circumstances.  We believe that our examination provides a reasonable basis for our 
opinion. 
 
 As discussed in Note 1, the Township prepares its financial statement on the prescribed basis of 
accounting that demonstrates compliance with the reporting requirements established by the State Board 
of Accounts as allowed by state statute (IC 5-11-1-6), which is a comprehensive basis of accounting other 
than accounting principles generally accepted in the United States of America.  The basis noted above is 
a different basis than that used in the prior year. 
 
 In our opinion, the financial statement referred to above presents fairly, in all material respects, 
the financial position and results of operations of the Township for the year ended December 31, 2010, on 
the basis of accounting described in Note 1. 
 
 The Combining Schedule of Receipts, Disbursements, and Cash and Investment Balances – 
Regulatory Basis and Schedule of Long-Term Debt, as listed in the Table of Contents, are presented for 
additional analysis and are not required parts of the financial statement.  They have not been subjected to 
the examination procedures applied to the financial statement and, accordingly, we express no opinion on 
them. 
 
 The Township's response to the Examination Results and Comments identified in our examina-
tion is described in the accompanying section of the report entitled Official Response.  We did not ex-
amine the Township's response and, accordingly, we express no opinion on it. 
 
 This report is intended solely for the information and use of the Township's management and the 
Township Board and is not intended to be and should not be used by anyone other than these specified 
parties.  In accordance with Indiana Code 5-11-5-1, this report is a part of the public records of the State 
Board of Accounts and of the office examined. 
 

STATE BOARD OF ACCOUNTS 
 
June 7, 2011 
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FINANCIAL STATEMENT



Cash and Cash and
Investments Investments

01-01-10 Receipts Disbursements 12-31-10

Township 289,299$           325,769$           286,248$           328,820$           
Township Assistance 147,806             47,939               57,617               138,128             
Fire Fighting 172,210             872,699             840,608             204,301             
Cumulative Fire 232,686             55,245               46,268               241,663             
Fire Debt 31,420               58,284               55,914               33,790               
Levy Excess 419                    1,966                 -                         2,385                 
Rainy Day 87,016               99,161               4,320                 181,857             
Emergency Fire Loan 13,785               143,202             150,000             6,987                 
Federal Grant -                         56,300               56,300               -                         
Payroll Deductions - M Account 177                    170,933             166,594             4,516                 

Totals 974,818$           1,831,498$        1,663,869$        1,142,447$        

The notes to the financial statement are an integral part of this statement.

WASHINGTON TOWNSHIP, MORGAN COUNTY
 STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES -

 REGULATORY BASIS 
For The Year Ended December 31, 2010
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
NOTES TO FINANCIAL STATEMENT 

 
 
 
Note 1. Summary of Significant Accounting Policies 
 

A. Reporting Entity 
 

The Township was established under the laws of the State of Indiana.  The Township oper-
ates under a township trustee/township board form of government and provides some or all 
of the following services:  public safety (fire), health and social services (township assis-
tance), and general administrative services. 
 
The accompanying financial statement presents the financial information for the Township 
(primary government), and does not include financial information for any of the Township's 
legally separate component units, which accounting principles generally accepted in the 
United States of America require to be reported with the financial information of the Township 
(primary government). 

 
B. Basis of Accounting 
 

The financial statement is reported on a regulatory basis of accounting prescribed by the 
State Board of Accounts in accordance with state statute (IC 5-11-1-6), which is a compre-
hensive basis of accounting other than accounting principles generally accepted in the United 
States of America.  Receipts are recorded when received and disbursements are recorded 
when paid. 
 
The regulatory basis of accounting differs from accounting principles generally accepted in 
the United States of America in that receipts are recognized when received in cash rather 
than when earned and disbursements are recognized when paid rather than when a liability is 
incurred. 

 
C. Cash and Investments 
 

Investments are stated at cost.  Any changes in fair value of the investments are reported as 
receipts in the year of the sale of the investment. 

 
D. Receipts 

 
Receipts are presented in the aggregate on the face of the financial statement.  The ag-
gregate receipts may include, but are not limited to, the following sources: 
 

Taxes, which can include one or more of the following: property taxes, certified shares 
(local option tax), property tax replacement credit, (local option tax), county option income 
tax, wheel tax, innkeepers tax, food and beverage tax, county economic development in-
come tax, boat and trailer excise tax, county adjusted gross income tax, and other taxes 
that are set by the Township. 
 
Special assessments which includes amounts levied against certain properties to defray 
all or part of the cost of a specific capital improvement or service deemed to benefit pri-
marily those properties. 
 
License and permits which includes amounts received from businesses, occupations, or 
nonbusinesses that must be licensed before doing business within the government's 
jurisdiction or permits levied according to the benefits presumably conferred by the  
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
NOTES TO FINANCIAL STATEMENT 

(Continued) 
 
 
permit.  Examples of license and permits include:  peddler licenses; dog tax licenses, 
auctioneer license, building and planning permits, demolition permits, electrical permits, 
sign permits; and gun permits. 
 
Intergovernmental receipts which includes receipts from other governments in the form of 
operating grants, entitlements, or payments in lieu of taxes.  Examples of this type of 
receipts includes, but is not limited to:  federal grants, state grants, cigarette tax distribu-
tions received from the state, motor vehicle highway distribution received from the state, 
local road and street distribution received from the state, financial institution tax received 
from the state, auto excise surtax received from the state, commercial vehicle excise tax 
received from the state, major moves distributions received from the state, and riverboat 
receipts received from the county. 
 
Charges for services which can include, but are not limited to the following: planning 
commission charges, building department charges, copies of public records; copy ma-
chine charges; accident report copies, gun permit applications, 911 telephone services; 
recycling fees, dog pound fees; emergency medical service fees, park rental fees; swim-
ming pool receipts; cable TV receipts; ordinance violations; fines and fees, bond for-
feitures, court costs, and court receipts. 
 
Fines and forfeits which includes receipts derived from fines and penalties imposed for 
the commission of statutory offenses, violation of lawful administrative rules and regula-
tions (fines), and for the neglect of official duty and monies derived from confiscating 
deposits help as performance guarantees (forfeitures). 
 
Net proceeds from borrowings which includes receipts from general obligation bonds, 
notes and loans. 
 
Intergovernmental loan activity which includes amounts received from other funds as 
loans on a temporary basis. 
 
Transfers in which includes funds authorized by statute, ordinance, resolution or court 
order to be transferred in from another fund. 
 
Internal service receipts which are comprised mostly of fees received for services per-
formed for other funds. 
 
Fiduciary receipts which are comprised mostly of contributions to the pensions funds from 
state and local sources. 

 
E. Disbursements 
 

Disbursements are presented in the aggregate on the face of the financial statement.  The 
aggregate disbursements may include, but are not limited to, the following uses: 

 
Personal services which includes outflows for salaries, wages and related employee 
benefits provided for all persons employed.  In those units where sick leave, vacation 
leave, overtime compensation, and other such benefits are appropriated separately, such 
payments would also be included. 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
NOTES TO FINANCIAL STATEMENT 

(Continued) 
 
 
Supplies which includes articles and commodities that are entirely consumed and materi-
ally altered when used and/or show rapid depreciation after use for a short period of time.  
Examples of supplies include office supplies, operating supplies, and repair and mainte-
nance supplies. 
 
Other services and charges which includes, but is not limited to: professional services, 
communication and transportation, printing and advertising, insurance, utility services, 
repairs and maintenance; and rental charges. 
 
Debt service principle and interest which includes fixed obligations resulting from financial 
transactions previously entered into by the Township.  It includes all expenditures for the 
reduction of the principal and interest of the Township's general obligation indebtedness. 
 
Capital outlay which includes all outflows for land, infrastructure, buildings, improve-
ments, machinery and equipment having an appreciable and calculable period of use-
fulness. 
 
Interfund loan payments and loans made which includes amounts that are owed to a 
particular fund by another fund. 
 
Transfers out which includes funds authorized by statute, ordinance, resolution or court 
order to be transferred to another fund. 

 
F. Interfund Transfers 
 

The Township may, from time to time, transfer money from one fund to another.  These trans-
fers, if any, are included as a part of the receipts and disbursements of the affected funds and 
as a part of total receipts and disbursements.  The transfers are used for cash flow purposes 
as provided by various statutory provisions. 

 
G. Fund Accounting 
 

Separate funds are established, maintained, and reported by the Township.  Each fund is 
used to account for money received from and used for specific sources and uses as deter-
mined by various regulations.  Restrictions on some funds are set by statute while other 
funds are internally restricted by the Township.  The money accounted for in a specific fund 
may only be available for use for certain, legally restricted purposes.  Additionally, some 
funds are used to account for assets held by the Township in a trustee capacity as an agent 
of individuals, private organizations, other funds, or other governmental units and therefore 
the funds cannot be used for any expenditures of the unit itself. 
 

H. Rounding Differences 
 

The financial statements may contain immaterial differences due to rounding of amounts 
when the statements are compiled.  These differences are considered trivial and do not affect 
the overall presentation of the financial statements. 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
NOTES TO FINANCIAL STATEMENT 

(Continued) 
 

 
Note 2. Budgets 

 
The operating budget is initially prepared and approved at the local level.  The fiscal officer of the 
Township submits a proposed operating budget to the governing board for the following calendar 
year.  The budget is advertised as required by law.  Prior to adopting the budget, the governing 
board conducts public hearings and obtains taxpayer comments.  Prior to November 1, the gov-
erning board approves the budget for the next year.  The budget for funds for which property 
taxes are levied is subject to final approval by the Indiana Department of Local Government 
Finance. 
 
 

Note 3. Property Taxes 
 
Property taxes levied are collected by the County Treasurer and are scheduled to be distributed 
to the Township in June and December; however, situations can arise which would delay the 
distributions.  State statute (IC 6-1.1-17-16) requires the Indiana Department of Local Govern-
ment 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 percent of the true tax value (determined in accor-
dance with rules and regulations adopted by the Indiana Department of Local Government Fi-
nance).  Taxes may be paid in two equal installments which normally become delinquent if not 
paid by May 10 and November 10, respectively. 
 
 

Note 4. Deposits and Investments 
 

Deposits, made in accordance with state statute (IC 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 Township 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. 
 
 

Note 5. Risk Management 
 

The Township may be exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; job related illnesses or injuries to employees; medical 
benefits to employees, retirees, and dependents; and natural disasters. 
 
These risks can be mitigated through the purchase of insurance, establishment of a self-
insurance fund, and/or participation in a risk pool.  The purchase of insurance transfers the risk to 
an independent third party.  The establishment of a self-insurance fund allows the Township to 
set aside money for claim settlements.  The self-insurance fund would be included in the financial 
statement.  The purpose of participation in a risk pool is to provide a medium for the funding and 
administration of the risks.  These risks may also be mitigated by the Township by recording as a 
disbursement and replacement items purchased. 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
NOTES TO FINANCIAL STATEMENT 

(Continued) 
 
 

Note 6. Pension Plans 
 

A. Public Employees' Retirement Fund 
 

Plan Description 
 

The Indiana Public Employees' Retirement Fund (PERF) is a defined benefit pension plan.  
PERF is an agent multiple-employer public employee retirement system, which provides 
retirement benefits to plan members and beneficiaries.  All full-time employees are eligible to 
participate in this defined benefit plan.  State statutes (IC 5-10.2 and 5-10.3) govern, through 
the PERF Board, most requirements of the system, and give the Township authority to con-
tribute to the plan.  The PERF retirement benefit consists of the pension provided by 
employer contributions plus an annuity provided by the member's annuity savings account.  
The annuity savings account consists of members' contributions, set by state statute at 3 
percent of compensation, plus the interest credited to the member's account.  The employer 
may elect to make the contributions on behalf of the member. 
 
PERF administers the plan and issues a publicly available financial report that includes 
financial statements and required supplementary information for the plan as a whole and for 
its participants.  That report may be obtained by contacting: 
 

Public Employees' Retirement Fund 
Harrison Building, Room 800 
143 West Market Street 
Indianapolis, IN 46204 
Ph. (317) 233-4162 

 
Funding Policy and Annual Pension Cost 
 
The contribution requirements of the plan members for PERF are established by the Board of 
Trustees of PERF. 
 

B. 1977 Police Officers' and Firefighters' Pension and Disability Fund 
 
Plan Description 
 
The 1977 Police Officers' and Firefighters' Pension and Disability Fund is a cost-sharing 
multiple-employer defined benefit pension plan administered by the Indiana Public Em-
ployees' Retirement Plan (PERF) for all police officers and firefighters hired after April 30, 
1977. 
 
State statute (IC 36-8-8) regulates the operations of the system, including benefits, vesting 
and requirements for contributions by employers and by employees.  Covered employees 
may retire at age 52 with 20 years of service.  An employee with 20 years of service may 
leave service, but will not receive benefits until reaching age 52.  The plan also provides for 
death and disability benefits. 
 
PERF issues a publicly available financial report that includes financial statements and 
required supplementary information for the plan as a whole and for its participants.  That 
report may be obtained by contacting: 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
NOTES TO FINANCIAL STATEMENT 

(Continued) 
 

 
Public Employees' Retirement Fund 
Harrison Building, Room 800 
143 West Market Street 
Indianapolis, IN  46204 
Ph. (317) 233-4162 
 

Funding Policy 
 
The contribution requirements of plan members and the Township are established by the Board 
of Trustees of PERF.   
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SUPPLEMENTARY INFORMATION – UNAUDITED 
 
 

 For additional financial information, the Township's Annual Report can be found on the Indiana 
Transparency Portal website:  www.in.gov/itp/annual_reports/. 



WASHINGTON TOWNSHIP, MORGAN COUNTY
COMBINING SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND 

CASH AND INVESTMENT BALANCES - REGULATORY BASIS
For The Year Ended December 31, 2010

Township Fire Cumulative Fire Levy
Township Assistance Fighting Fire Debt Excess

Cash and investments - beginning  $           289,299 $           147,806 $           172,210 $           232,686  $             31,420 $                  419 

Receipts:
Taxes 167,316             47,939               720,872             55,245               58,284               1,966                 
Intergovernmental -                         -                         -                         -                         -                         -                         
Other receipts 158,453             -                         151,827             -                         -                         -                         

Total receipts 325,769             47,939               872,699             55,245               58,284               1,966                 

Disbursements:
Personal services 60,760               20,633               751,325             -                         -                         -                         
Supplies 21,437               -                         16,258               -                         -                         -                         
Other services and charges 52,163               7,293                 73,025               -                         55,914               -                         
Capital outlay 1,888                 -                         -                         46,268               -                         -                         
Other disbursements 150,000             29,691               -                         -                         -                         -                         

Total disbursements 286,248             57,617               840,608             46,268               55,914               -                         

Excess (deficiency) of receipts over
disbursements 39,521               (9,678)                32,091               8,977                 2,370                 1,966                 

Cash and investments - ending 328,820$           138,128$           204,301$           241,663$           33,790$             2,385$               
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WASHINGTON TOWNSHIP, MORGAN COUNTY
COMBINING SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND 

CASH AND INVESTMENT BALANCES - REGULATORY BASIS
For The Year Ended December 31, 2010

(Continued)

Payroll
Deductions

Emergency -
Rainy Fire Federal M
Day Loan Grant Account Totals

Cash and investments - beginning $             87,016 $             13,785 $                       - $                  177 974,818$           

Receipts:
Taxes -                         143,202             -                         -                         1,194,824          
Intergovernmental -                         -                         56,300               -                         56,300               
Other receipts 99,161               -                         -                         170,933             580,374             

Total receipts 99,161               143,202             56,300               170,933             1,831,498          

Disbursements:
Personal services -                         -                         -                         -                         832,718             
Supplies -                         -                         -                         -                         37,695               
Other services and charges 4,320                 -                         -                         166,594             359,309             
Capital outlay -                         -                         56,300               -                         104,456             
Other disbursements -                         150,000             -                         -                         329,691             

Total disbursements 4,320                 150,000             56,300               166,594             1,663,869          

Excess (deficiency) of receipts over
disbursements 94,841               (6,798)                -                         4,339                 167,629             

Cash and investments - ending 181,857$           6,987$               -$                       4,516$               1,142,447$        

ldavid
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WASHINGTON TOWNSHIP, MORGAN COUNTY
SUPPLEMENTARY INFORMATION
SCHEDULE OF LONG-TERM DEBT

December 31, 2010

The Township has entered into the following debt:

Principal and
Ending Interest Due

Principal Within One
Description of Debt Balance Year

Governmental activities:
Capital lease:

Fire Truck 207,774$              55,914$               
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
EXAMINATION RESULTS AND COMMENTS 

 
 
 

QUESTIONED COST - COMPENSATION OF TOWNSHIP CLERK 
 

Cathy Neal, former Township Clerk, received $25,522.50 in payments for the year 2010 in ad-
dition to the Clerk's salary of $9,900.  The time sheets presented for examination did not contain a 
detailed account of hours worked for each day of the pay period.  (See Schedule of Questioned Costs, 
page 61) 
 

Indiana Code 5-11-9-4(b) states in part:  ". . . records be maintained showing which hours were 
worked each day by officers and employees . . . employed . . . in more than one (1) position by the same 
public agency . . ." 

 
All compensation and benefits paid to officials and employees must be included in the labor con-

tract, salary ordinance, resolutions or salary schedule adopted by the governing body unless otherwise 
authorized by statute.  Compensation should be made in a manner that will facilitate compliance with 
state and federal reporting requirements.  (Accounting and Uniform Compliance Guidelines Manual for 
Townships, Chapter 17) 
 
 
QUESTIONED COST - COMPENSATION OF TOWNSHIP EMPLOYEE 
 

Melissa Manley, former Township employee, received $18,703.08 for restoration of records in 
2010.  The Trustee did not prepare a General Form 99 – Payroll Schedule and Voucher or a General 
Form 99A – Employee's Service Record for any of the pay periods during the examination period.  The 
Township did not present any documentation of hours worked for examination.  (See Schedule of 
Questioned Costs, page 61) 
 

All compensation and benefits paid to officials and employees must be included in the labor con-
tract, salary ordinance, resolution or salary schedule adopted by the governing body unless otherwise 
authorized by statute.  Detailed time records should be kept.  Compensation should be made in a manner 
that will facilitate compliance with state and federal reporting requirements.  (Accounting and Uniform 
Compliance Guidelines Manual for Townships, Chapter 17) 

 
The Employee's Service Record is kept for each employee in order to properly prepare "Payroll 

Schedule and Voucher, General Form No. 99."  It records the hours or days worked, sick leave, vacation 
and days lost.  The Employee's Service Record may also be used to comply with the requirements of IC 
5-11-9-4 regarding recording hours worked each day by an employee.  (Accounting and Uniform Compli-
ance Guidelines Manual for Townships, Chapter 2) 

 
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 Townships, 
Chapter 13) 
 
 
QUESTIONED COST - MILEAGE CLAIMS 
 
 During 2010, John Neal, former Trustee, submitted mileage reimbursement claims which did not 
detail the points of origination or destination to allow for verification of mileage claimed.  The claims pre-
sented for examination contained only total miles driven for each trip.  The total amount of mileage reim-
bursement claimed during the examination period was $803.  (See Schedule of Questioned Costs, page 
61) 
  

ldavid
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 

Supporting documentation such as receipts, canceled checks, tickets, invoices, bills, contracts, 
and other public records must be available for examination to provide supporting information for the valid-
ity and accountability of monies disbursed.  Payments without supporting documentation may be the 
personal obligation of the responsible official or employee.  (Accounting and Uniform Compliance Guide-
lines Manual for Townships, Chapter 13)  

 
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 Townships, 
Chapter 13)  
 
 
CEMETERY CONTRACT SUPPORTING DOCUMENTATION 
 

The cemetery maintenance contract allows for the payments for "Optional Services," removal of 
debris, straightening headstones, etc., at $15 per hour when they are performed at the request of the 
Township.  Records presented for examination did not include invoice or bill with detail of hours worked 
for "Optional Services." 
 

Supporting documentation such as receipts, canceled checks, tickets, invoices, bills, contracts, 
and other public records must be available for examination to provide supporting information for the valid-
ity and accountability of monies disbursed.  Payments without supporting documentation may be the 
personal obligation of the responsible official or employee.  (Accounting and Uniform Compliance Guide-
lines Manual for Townships, Chapter 13) 
 
 
ADVANCE PAYMENTS 
 

Dates of transactions indicate that some payments were made to employees before the payroll 
due date and before the work was performed. 
 

Payroll checks due January 7, 2011, were paid December 31, 2010, resulting in an overpayment 
to the salary schedule.  Firefighters are paid biweekly so this will result in the firefighters receiving 25 
pays for 2011. 
 

John Neal, former Trustee, received over 6 months of his salary by February 7, 2010. 
 

Cathy Neal, former Township Clerk, also received monthly payments in advance. 
 

Compensation and any other payments for goods and services should not be paid in advance of 
receipt of the goods or services unless specifically authorized by statute.  Payments made for goods or 
services which are not received may be the personal obligation of the responsible official or employee.  
(Accounting and Uniform Compliance Guidelines Manual for Townships, Chapter 13) 
 
 
PENALTIES, INTEREST, AND OTHER CHARGES 
 

Information presented for examination indicated that, in some cases, amounts payable to vendors 
and other suppliers of goods and services were not paid timely. 
 

Penalties and interest totaling $379.36 were paid to the Internal Revenue Service on May 27, 
2010, for the tax period ending March 31, 2010. 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 

Officials and employees have the duty to pay claims and remit taxes in a timely fashion.  Failure 
to pay claims or remit taxes in a timely manner could be an indicator of serious financial problems which 
should be investigated by the governmental unit. 

 
Additionally, officials and employees have a responsibility to perform duties in a manner which 

would not result in any unreasonable fees being assessed against the governmental unit. 
 
Any penalties, interest or other charges paid by the governmental unit may be the personal obli-

gation of the responsible official or employee.  (Accounting and Uniform Compliance Guidelines Manual 
for Townships, Chapter 13)  
 
 
MALFEASANCE, MISFEASANCE, OR NONFEASANCE 
 

From the information presented for examination, a claim for a Christmas dinner for the Township 
Fire Department employees was paid totaling $275.  This is not an allowable expense from the Fire 
Fighting Fund. 
 

Funds misappropriated, diverted or unaccounted for through malfeasance, misfeasance, or non-
feasance in office of any officer or employee may be the personal obligation of the responsible officer or 
employee.  (Accounting and Uniform Compliance Guidelines Manual for Townships, Chapter 13)  

 
Sources and uses of funds should be limited to those authorized by the enabling statute, ordi-

nance, resolution, or grant agreement.  (Accounting and Uniform Compliance Guidelines Manual for 
Townships, Chapter 13) 
 
 
BOND COVERAGE 
 

The Township had official bond coverage on John Neal, former Trustee, with Fidelity and Deposit 
Company of Maryland in the amount of $15,000 for the period of January 1, 2010 and until his successor 
is duly qualified. 
 

Indiana Code 5-4-1-18 states in part:   
 
"(a) . . . the following city, town, county, or township officer and employees shall file an indi-
vidual surety bond: . . .  
 
 (4) Township trustees. . . . 
 
(c) . . . the fiscal bodies of the respective units shall fix the amount of the bond . . . township 
trustees . . . as follows: 
 

1. The amount must equal thirty thousand dollars ($30,000) for each one million dollars 
($1,000,000) of receipts of the officer's office during the last complete fiscal year 
before the purchase of the bond, subject to subdivision (2). 
 

2. The amount may not be less than thirty thousand dollars ($30,000) nor more than 
three hundred thousand dollars ($300,000) unless the fiscal body approves a greater 
amount for the officer or employee. . . ." 

 
 Indiana Code 5-4-1-5.1(b) states in part:  "Every elected or appointed officer, official, deputy, or 
employee of a political subdivision . . . shall file the bond in the office of the county recorder . . ." 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 
EXAMINATION COSTS - MISSING FUNDS 
 

The State of Indiana incurred additional examination fees in the investigation of the missing 
funds. 
 

Examination costs incurred because of theft or shortage may be the personal obligation of the 
responsible official or employee.  (Accounting and Uniform Compliance Guidelines Manual for Townships, 
Chapter 13)  
 
 
CONDITION OF RECORDS 
 

Financial records presented for examination were incomplete and not reflective of the activity of 
the Emergency Fire Loan Fund.   
 

At all times, the manual and/or computerized records, subsidiary ledgers, control ledger, and rec-
onciled 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 Townships, 
Chapter 13) 

 
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 Townships, 
Chapter 13)  
 
 
TEMPORARY LOAN 
 

A temporary loan of $150,000 was made on December 28, 2010, from the Township Fund to the 
Fire Fighting Fund and not repaid by December 31, 2010.  The loan has not been repaid as of June 7, 
2011.  The loan was considered an emergency loan. 
 

Indiana Code 36-1-8-4 concerning temporary loans states in part: 
 
"(a) . . .  
 

(3) Except as provided in subsection (b), the prescribed period must end during the 
budget year of the year in which the transfer occurs. 

 
(4) The amount transferred must be returned to the other fund at the end of the pre-

scribed period. . . . 
 
(b) If the fiscal body of a political subdivision determines that an emergency exists that 
requires an extension of the prescribed period of a transfer under this section, the prescribed 
period may be extended for not more than six (6) months beyond the budget year of the year 
in which the transfer occurs if the fiscal body does the following: 
 

(1) Passes an ordinance or a resolution that contains the following: 
 

(A) A statement that the fiscal body has determined that an emergency exists. 
 
(B) A brief description of the grounds for the emergency. 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 

 
(C) The date the loan will be repaid that is not more than six (6) months beyond the 
budget year in which the transfer occurs. 

 
(2) Immediately forwards the ordinance or resolution to the state board of accounts and 

the Department of Local Government Finance." 
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on August 2, 2011, with Scott Manley, Trustee; Valerie 
Hugart, Township Clerk; and Robert M. Bolin, Township Board member.  The Official Responses have 
been made a part of this report and may be found on pages 23 through 25. 
 
 The contents of this report were discussed via email on November 11, 2011, with John Neal, 
former Trustee; Cathy Neal, former Township Clerk; Jeffrey Logston, Attorney for John Neal.  The Official 
Response has been made a part of this report and may be found on pages 26 through 60. 
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MELISSA J. MANLEY

785 E. Timber Drive

Martinsville, lN 46151

October 11,2011

Mr. Paul D. Joyce
lndiana State Board of Accounts
302 W. Washington Street, Room E-418
lndianapolis, lN 46204-2765

Re: Washington Township, Morgan County

Dear Mr. Joyce:

Please consider this letter my response to your recent correspondence and request for
repayment of my entire wages in the sum of $18,703.08 for the calendar year 2010. Please
note that my W-2 (copy enclosed) reflected this amount and this sum was reported on my
personal income taxes for the year 2010.

I have been an employee of Washington Township, Morgan County, for several years,
and, in fact, I am still an employee of the Township at the present time.

During the calendar year for 2010, I worked in three capacities for the township. As I

have done for about the last eight years, I provided janitorial services to the township. My rate
of pay for these services never changed and was paid at the rate of $300.00 per month. This
was a flat rate and was, of course, reported on my W-2. Never at any time was I ever requested
to provide a contract or time records for this service. I clean other offices in the community and
am paid in the exact same way as I was paid by the township.

The remainder of my pay for 2010 was divided between services for mold remediation in
restoring records damaged by flooding, and the remainder in providing secretarial, clerical and
pqor relief services, as I still do today. At all times other than for cleaning services, I submitted
my days and hours worked to the Township Clerk, and accurate time records were prepared.
Never has it been within the scope of my duties to preserve or maintain personnel records. The
fact that the Auditor for the State Board of Accounts was not presented with these records by
Township officials should not be a burden placed on me, as I was, and still am, simply an
employee of the Township, doing my job under the direction of the Trustee. I believe it is unfair
and unreasonable to place this responsibility upon me. ln fact, as a result of my employment
with the Township, I was diagnosed with hypersensitivity pneumonitis directly linked to my
employment with the Township and my subjection to mold within the township offices. My
medical expenses were paid by Worker's Compensation and my employment was verified
during that process by the insurance carrier.
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Mr. Paul D. Joyce
October 11,2011
Page Two

At all times during my employment in 2010, the Township Board was aware of the scope
of my employment and it is my understanding that the Township Board unanimously approved
these expenses at year-end. Again, if audit records were insufficient or not properly preserved
by the Township, the burden of this responsibility should not be mine as simply an employee of
the township, and I do not feel that accountability should be placed upon me.

i
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SCOTT D. MANLEY
WASHINGTON TOWNSHIP TRUSTEE

159 W. Morgan Street
Martinsville, lN 46151

Ph. (765) 342-6368

Mr. Paul D. Joyce

Indiana State Board of Accounts
302 W. Washington Street, Room E-4lg
Indianapolis, IN 46204-27 65

Re: Washington Township, Morgan County
Melissa J. Manley

Dear Mr. Joyce:

As the Washington Township Trustee, this letter is to advise that Melissa J. (formerly) Manley is
currently employed by Washington Township, as she has been in prior years. I consider her to be an
exceptional employee, who is prompt, efficient and responsible, and is a valuable addition to our office. I
began my term as Trustee in Janu ary,201 l, and retained Ms. Manley as an employee.

The audit report presented to me by the State Board of Accounts questioned the 2010 wages of
Ms. Manley and the lack of time records for her employment. From personal knowledge, I am fully
aware that she was an employee of the Township during that time and that she fulfilled her duties and
accurately reported her hours worked. I also point out that at the meeting I presided over to inspect the
2010 year-end report, the Township unanimously signed and approved the expenditures for that year.

After taking office, personnel records were requested and I provided all that were available and
could be located in the office to the State Board for audit. Certain records of the Township were
compromised in the first few months after I took office and, unknown to me at the time, a new board
member' at various times, inspected, copied and removed documents from my offiee. I subsequently
placed all township records in a locked cabinet and require that any review of the documents be
supervised. I do not know what records were removed or destroyed during that time period. To my
knowledge, there have been no missing documents or misplaced documents since that time.

Thank you for your consideration of this matter.

ru'M
Scott D. Manley f
Wash ington Township Trustee
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JOHN C. NEAL

P. O. Box t794

Mortinsville, IN 46151

October 11, 2011

. *,. f,,,.r:l , 4

Mr. Paul D. Joyce
lndiana State Board of Accounts ., ii 'r I {. r
302 W. Washington Street, Room E-418
lndianapolis, lN 46204-2765 "!.il1, t'j , !:,,.r ,.r,

Re: Washington Township, Morgan County
Overpayment to Cathy Neal
1 -01 -2010 to 1 2-31-2010

Dear Mr. Joyce:

ln response to your Notice of Result of Examination dated October 5, 2011 in the above
matter, please be advised:

Glearlv, there was an additional appropriation process during the 2010 calendar year in
the sum of $25,000.00 specifically for payment of costs associated with mold remediation, and
your Auditor was provided with those records.

Clearlv, there was discussion of these expenses at the year-end meeting pursuant to
the recording also furnished to your Auditor. Subsequently, at that meeting, the year-end report
was approved as presented and unanimously signed off upon by all board members.

Glearlv, there were time records presented for the above employee substantiating her
work. That they were not in a form that met with the approval of your Auditor should not cause
the State of lndiana to attempt to recover wages from one of its citizens for work done. lt has
been established and is uncontroverted that this work was competently and efficiently
completed.

Clearlv. then, this appears to be a "witch hunt" and smacks of politics at its finest.

For these reasons, I respectfully dispute the findings set forth in the audit report.

Very truly yours,a)r*( nq
,lon|C. Neat
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JOHN C. NEAL

P. O. Box t794

Mortinsville, IN 46151

October 14,2011

Mr. Paul D. Joyce
lndiana State Board of Accounts
302 W. Washington Street, Room E-418
lndianapolis, lN 46204-27 65

Re: Washington Township, Morgan County
Payment of Wages and Compensation

Dear Mr. Joyce: 
-01'2010 to 12-31-2010

ln response to your Notice of Result of Examination dated October 5, 2011 in the above
matter, please be advised:

As the former Washington Township Trustee, I can verify with certainty that time records
for the payment of wages and compensation to Melissa Manley were prepared and presented.
After December 31 , 2010, I was no longer the custodian of the records of the township and no
longer was responsible for such records. I can only state, unequivocally, that other than for
cleaning services, time records existed for Ms. Manley.

1 tnO it impossible to believe that the State of lndiana desires to punish a person who
ryferely does her job as directed. Ms. Manley fulfilled her duties as an employee as directed and
she was paid accordingly. For you to demand of her that she return all of her wages made
during the entire year is incomprehensible. lt has clearly been established that she was an
employee of the Township and her compensation was approved at year-end. There is no
dispute whatsoever that she did, in fact, complete the work required of her. lt is unfair and
unjust that you would do this to someone who is the head of her household as a single mother
and who was a loyal and faithful employee.

I strongly disagree with your findings that she would in any be liable for records that
were not her responsibility to preserve and maintain. For these reasons, I respectfully dispute
the findings set forth in the audit report.

Veq;.truly yours,

( lo*( h/r
Joh[ C. Neal
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WASHINGTON TOWNSHIP, MORGAN COUNTY 
SCHEDULE OF QUESTIONED COSTS 

 
 

Questioned Cost - Compensation of Township Clerk, page 17 25,522.50$  
Questioned Cost - Compensation of Township Employee, page 17 18,703.08    
Questioned Cost - Mileage Claims, page 17 and 18 803.00         

Total Questioned Costs 45,028.58$  
 




