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 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 WASHINGTON COUNTY, INDIANA 
 
 
 This report is supplemental to our audit report of Washington County (County), for the period from 
January 1, 2013 to December 31, 2013.  It has been provided as a separate report so that the reader may 
easily identify any Federal Findings and Audit Results and Comments that pertain to the County.  It should be 
read in conjunction with our Financial Statement and Federal Single Audit Report of the County, which 
provides our opinions on the County's financial statement and federal program compliance.  This report may 
be found at www.in.gov/sboa/. 
 
 The Federal Findings, identified in the above referenced audit report, are included in this report and 
should be viewed in conjunction with the Audit Results and Comments as described below. 
 
 As authorized under Indiana Code 5-11-1, we performed procedures to determine compliance with 
applicable Indiana laws and uniform compliance guidelines established by the Indiana State Board of 
Accounts.  The Audit Results and Comments contained herein describe the identified reportable instances of 
noncompliance found as a result of these procedures.  Our tests were not designed to identify all instances of 
noncompliance; therefore, noncompliance may exist that is unidentified. 
 

Any Corrective Action Plan for the Federal Findings and Official Response to the Audit Results and 
Comments, incorporated within this report, were not verified for accuracy. 
 
 

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
July 24, 2014 
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COUNTY AUDITOR 
WASHINGTON COUNTY 

FEDERAL FINDINGS 
 
 
 
FINDING 2013-001 - INTERNAL CONTROLS OVER SCHEDULE 
OF EXPENDITURES OF FEDERAL AWARDS 
  

The County did not have a proper system of internal control in place to prevent, or detect and correct, 
errors on the Schedule of Expenditures of Federal Awards (SEFA).  The County should have proper controls 
in place over the preparation of the SEFA to ensure accurate reporting of federal awards.  Without a proper 
system of internal control in place that operates effectively, material misstatements of the SEFA could remain 
undetected. 
 

During the audit of the SEFA, we noted the following errors:  reporting errors occurred for all federal 
programs; the SEFA did not include three federal programs; and total federal expenditures were overstated in 
the amount of $54,107. 

 
Audit adjustments were proposed, accepted by the County, and made to the SEFA presented in this 

report.  These adjustments resulted in a presentation of the SEFA that is materially correct in relation to the 
financial statement. 

 
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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing 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 County Auditors of 
Indiana, Chapter 14) 
 

OMB Circular A-133, Subpart C, section .300 states in part:  "The auditee shall: . . . (d) Prepare 
appropriate financial statements, including the schedule of expenditures of Federal Awards in accordance 
with section.310." 
 

OMB Circular A-133, Subpart C, section .310(b) states: 
 

"Schedule of expenditures of Federal awards:  The auditee shall also prepare a schedule of 
expenditures of Federal awards for the period covered by the auditee's financial statements.  
While not required, the auditee may choose to provide information requested by Federal award-
ing agencies and pass-through entities to make the schedule easier to use.  For example, when 
a Federal program has multiple award years, the auditee may list the amount of Federal awards 
expended for each award year separately.  At a minimum, the schedule shall: 

 
(1) List individual Federal programs by Federal agency.  For Federal programs included in a 

cluster of programs, list individual Federal programs within a cluster of programs.  For 
R&D, total Federal awards expended shall be shown either by individual award or by 
Federal agency and major subdivision within the Federal agency.  For example, the 
National Institutes of Health is a major subdivision in the Department of Health and 
Human Services. 

 
(2) For Federal awards received as a subrecipient, the name of the pass-through entity and 

indentifying number assigned by the pass-through entity shall be included.  
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COUNTY AUDITOR 
WASHINGTON COUNTY 

FEDERAL FINDINGS 
(Continued) 

 
 

(3) Provide the total Federal awards expended for each individual Federal program and the 
CFDA number or other identifying number when the CFDA information is not available.  

 
(4) Include notes that describe the significant accounting policies used in preparing the 

schedule. 
 

(5) To the extent practical, pass-through entities should identify in the schedule the total 
amount provided to subrecipients from each Federal program. 

 
(6) Include, in either the schedule or a note to the schedule, the value of the Federal awards 

expended in the form of non-cash assistance, the amount of insurance in effect during 
the year, and loans or loan guarantees outstanding at year end.  While not required, it is 
preferable to present this information in the schedule." 

 
 
FINDING 2013-002 - INTERNAL CONTROLS AND COMPLIANCE 
OVER FINANCIAL TRANSACTIONS AND REPORTING 
 

We noted several deficiencies in the internal control system of the County related to financial trans-
actions and reporting.  We believe the following deficiencies constitute material weaknesses: 
 

The financial information inputted into the County's Annual Report was not properly reviewed and 
verified to the County's financial records and the records of the County's outside offices to 
determine that no material errors occurred.  Receipts, disbursements, and cash and investment 
balances in the amounts of $1,738,513, $1,820,180, and $81,667, respectively, were improperly 
reported in the Annual Report for the following outside offices:  Treasurer's After Settlement 
Collections, County Sheriff, and Sheriff Drug Investigation.  Financial information from the 
County's Annual Report is used to compile the County's financial statement.  As a result, the 
beginning balances and receipt and disbursement transactions reported on the County's financial 
statement were overstated.  Audit adjustments were proposed, approved by the County, and 
made to the County's financial statement. 

  
The Payroll Clerk in the County Auditor's Office processes the County's payroll.  This employee 
is also responsible for calculating and making all employee and employer benefit payments.  
Supporting documentation for these payments was retained in the payroll files; however, no 
review of the documentation was completed by another employee, nor were the checks and/or 
electronic payments compared to the supporting documentation by another County employee.  
The County Auditor did not properly certify these disbursements, nor did the Board of County 
Commissioners properly authorize the disbursements for payroll.  
 
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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing are necessary for proper internal control. 
  

Controls over the receipting, disbursing, recording, and accounting for the financial activities are nec-
essary to avoid substantial risk of invalid transactions, inaccurate records and financial statements and 
incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for County Auditors of 
Indiana, Chapter 14)   
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FEDERAL FINDINGS 
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Indiana Code 5-11-1-4(a) states: 
  
"The state examiner shall require from every municipality and every state or local governmental 
unit, entity, or instrumentality financial reports covering the full period of each fiscal year.  These 
reports shall be prepared, verified, and filed with the state examiner not later than sixty (60) days 
after the close of each fiscal year.  The reports must be in the form and content prescribed by the 
state examiner and filed electronically in the manner prescribed under IC 5-14-3.8-7." 
 
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) the invoice or bill is filed with the governmental entity's fiscal officer;  

 
(4) the fiscal 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."  

 
 
FINDING 2013-003 - SUBRECIPIENT MONITORING 
 
Federal Agency:  Department of Housing and Urban Development  
Federal Program:  Community Development Block Grants/State's 

    Program and Non-Entitlement Grants in Hawaii 
CFDA Number:  14.228  
Federal Award Number and Year (or Other Identifying Number):  HD-011-013 
Pass-Through Entity:  Indiana Housing and Community Development Authority 
 

Management of the County has not established an effective internal control system related to 
Subrecipient Monitoring.  The failure to establish an effective internal control system places the County at risk 
of noncompliance with the grant agreement, subrecipient agreement, and the compliance requirements.  
  

The grant was awarded to the subrecipient, Hoosier Uplands, and the grant funds passed through the 
County, but the County did not have any control in place for subrecipient monitoring.  Hoosier Uplands would 
notify the County by phone to inform them that they should have received funds from the state pass-through 
agency, Indiana Housing and Community Development Authority.  County officials would verify the deposit of 
these funds.  The amount deposited was disbursed to Hoosier Uplands without any supporting documentation 
provided to indicate the funds had actually been earned.  The County did not determine if Hoosier Uplands 
used the federal funds for authorized purposes, complied with laws, regulations, and the provisions of con-
tracts and grant agreements, and achieved performance goals. 
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OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 

 
OMB Circular A-133, Subpart D, section .400(d) states in part: 

 
"Pass-through entity responsibilities.  A pass-through entity shall perform the following for the 
federal awards it makes: . . . 

 
(3) Monitor the activities of subrecipients as necessary to ensure that Federal awards are 

used for authorized purposes in compliance with law, regulations, and provisions of con-
tracts or grant agreements and that performance goals are achieved." 

 
The failure to establish internal controls could enable material noncompliance to go undetected.  Non-

compliance of the grant agreement or the compliance requirements that have a direct and material effect to 
the program could result in the loss of federal funds to the County. 
  

We recommended that the County's management establish and implement controls over Subrecipient 
Monitoring to ensure compliance with requirements that have a direct and material effect to the program. 
 
 
FINDING 2013-004 - DAVIS-BACON ACT 
  
Federal Agency:  Department of Housing and Urban Development 
Federal Program:  Community Development Block Grants/ 

    State's Program and Non-Entitlement Grants in Hawaii 
CFDA Number:  14.228  
Federal Award Number and Year (or Other Identifying Number):  CF-12-121 
Pass-Through Entity:  Indiana Office of Community and Rural Affairs 

 
Management of the County has not established an effective internal control system related to Davis-

Bacon Act requirements.  The failure to establish an effective internal control system places the County at risk 
of noncompliance with the grant agreement, subrecipient agreement, and the compliance requirements.  

 
The County hired a Grant Administrator to handle the requirements for Davis-Bacon Act, but there 

was no documentation that the County provided any oversite, review, or approval of any of the work 
performed by the Grant Administrator.  The lack of oversite by the County could result in noncompliance with 
compliance requirements and allow the misuse and mismanagement of federal funds.  
  

OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
 
The failure to establish internal controls could enable material noncompliance to go undetected.  Non-

compliance of the grant agreement or the compliance requirements that have a direct and material effect to 
the program could result in the loss of federal funds to the County. 
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We recommended that the County's management establish and implement controls related to Davis-
Bacon Act to ensure compliance with requirements that have a direct and material effect to the program. 
 
 
FINDING 2013-005 - REPORTING 
 
Federal Agency:  Department of Health and Human Services 
Federal Program:  Child Support Enforcement 
CFDA Number:  93.563 
Federal Award Number and Year (or other Identifying Number):  2013 
Pass-Through Agency:  Indiana Department of Child Services 
 

Management of the County has not established an effective internal control system related to 
Reporting.  The failure to establish an effective internal control system places the County at risk of noncom-
pliance with the grant agreement and the compliance requirements.  

 
The County was required to submit a reimbursement request each month using a Monthly Expense 

Claim For Title IV-D, State Form 54529.  The County was also required to submit quarterly expenditure 
reports for incentive funds using the Quarterly Incentive Expenditure Report For Title IV-D, State Form 54528.  
The amounts reported on these forms did not agree with the amounts posted to the ledger. 
 

In January 2013, the County disbursed $40,000 from the Prosecutor's IV-D budget to cover the 
County's share of medical insurance costs, but this disbursement was not included in the Prosecutor's IV-D 
monthly report for January.  The personal service expenses reported for January through June did not agree 
with the amounts posted to the ledger.  In addition, there were three other errors found in the reports.  As a 
result, the Prosecutor's IV-D reimbursement requests were underreported by $32,396.99 for the audit period. 

 
Two of the Quarterly Incentive Reports submitted by the Circuit Court did not agree with the amounts 

posted to the ledger.  The ledger had expenditure postings of $5,200, but only $1,950 was reported on the 
Quarterly Reports.  
 

The Prosecutor PCA fund had expenditure postings of $1,621.21 to the ledger that were not reported 
on any Monthly Expense Report. 

 
Management's failure to establish and implement controls requiring someone other than the individual 

preparing the reports to review and verify amounts reported allowed errors to go undetected. 
 
OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
 
45 CFR 92.20, Standards for financial management systems states in part: 
 
"(b) The financial management systems of other grantees and subgrantees must meet the fol-
lowing standards: 

 
(1) Financial reporting.  Accurate, current, and complete disclosure of the financial results 

of financially assisted activities must be made in accordance with the financial reporting 
requirements of the grant or subgrant. 
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(2) Accounting records.  Grantees and subgrantees must maintain records which ade-
quately identify the source and application of funds provided for financially-assisted 
activities.  These records must contain information pertaining to grant or subgrant 
awards and authorizations, obligations, unobligated balances, assets, liabilities, outlays 
or expenditures, and income." 

 
Noncompliance with the grant agreement or the reporting requirements that have a direct and mate-

rial effect to the program could result in the loss of federal funds to the County. 
  

We recommended that the County's management establish and implement controls over Reporting to 
ensure compliance with requirements that have a direct and material effect to the program. 
 
 
FINDING 2013-006 - INTERNAL CONTROLS OVER ACTIVITIES ALLOWED 
OR UNALLOWED AND ALLOWABLE COSTS/COST PRINCIPLES 
 
Federal Agency:  Department of Health and Human Services 
Federal Program:  Child Support Enforcement 
CFDA Number:  93.563 
Federal Award Number and Year (or other Identifying Number):  2013 
Pass-Through Agency:  Indiana Department of Child Services 
 

Management of the County has not established an effective internal control system, which would 
include segregation of duties, related to the grant agreement and some of the compliance requirements that 
have a direct and material effect to the program.  This includes the following compliance requirements: 
Activities Allowed or Unallowed and Allowable Costs/Cost Principles.  
 

The Payroll Clerk in the County Auditor's Office processes the County's payroll.  This employee is 
also responsible for calculating and making all employee and employer benefit payments.  Supporting docu-
mentation for these payments was retained in the payroll files; however, no review of the documentation was 
completed by another employee, nor were the checks and/or electronic payments compared to the supporting 
documentation by another County employee.  The County Auditor did not properly certify these disburse-
ments, nor did the Board of County Commissioners properly authorize the disbursements for payroll. 

 
An internal control system, including segregation of duties, should be designed and operate effec-

tively to provide reasonable assurance that material noncompliance with the grant agreement, or a type of 
compliance requirement of a federal program will be prevented, or detected and corrected, on a timely basis.  
In order to have an effective internal control system, it is important to have proper segregation of duties.  This 
is accomplished by making sure proper oversight, reviews, and approvals take place and to have a separation 
of functions over certain activities related to the program.  The fundamental premise of segregation of duties 
is that an individual or small group of individuals should not be in a position to initiate, approve, undertake, 
and review the same activity. 

 
OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
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The failure to establish internal controls could enable material noncompliance to go undetected. 
Noncompliance of the grant agreement or the compliance requirements that have a direct and material effect 
to the program could result in the loss of federal funds to the County. 
  

We recommended that the County's management establish controls, including segregation of duties, 
related to the grant agreement and all compliance requirements that have a direct and material effect to the 
program. 
 



WASH'I\IG'OII COUNTY AUDITORS OFFICE

CORRECTIVE ACTION PLAN

I

FINDING 2013-OO1 - INTERNAL CONTROLS OVER SCHEDULE OF EXPENDITURES OF FEDERAL
AWARDS
(Auditor Assigned Reference Numbeo

Contact Person Responsible for Corrective Action: Sarah Bachman
Contact Phone Number:812 883-4805

Description of Corective Action Plan:
We have a befter understanding on the Federal grants and the Auditor's Offlce is working diligently to
correct the errors on the SEFA and to put in the poper conkols.

Anticipated Completion Date: lt will corrected for next year

(Signature)

L A',x'x"^
' (Title)

(Date)
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WASHITIIGTOIT COUif TY AUDITORS OFFICE

CORRECTIVE ACTION PLAN

FINDING 2013-OO3 - SUBRECIPIENT MONITORING

Contact Person ResDonsible for Corrective Action: Sarah Bachman
Contact Phone Number: 812 883-4805

Description of Corrective Actjon Plan: Hoosier Uplands will start submitting the proper papeMork before
the Auditor's Office will release any money to them.

Anticipated Completion Date: Will start now and will be completed when grant is completed.

.<]\.--rL^
/Titl.\

(Signature)
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CORRECTIVE ACTION PLAN

FINDING 2013.001- DAVIS BACON

Contact Person Responsible for Correclive Action: Sarah Bachman
Contact Phone Number 8'12 883-4805

Description of Corrective Action Plan: The County will review any work by the grant administrator related
to Davis Bacon.

Anticipated Completion Date: As soon as possible

,^^n r!--i.-*
(Signature)

,A .-r-.t^
-(Iitle)

r l rv, \ tV
(Date)
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CORRECTIVE ACTION PLAN

Contact Person Responsible for Corrective Action: Sarah Bachman
Contact Phone Number: 812 883-4805

Description of Corrective Action Plan: The Auditor's Offlce and individual departments are meeting and
cooperating to ensure morc accurate costs are estimated for monthly budget projections for each
departments as well as each department cooperating with the Auditois Offlce to ensure monthly
expenditures are reported accurately for monthly reimbursement reports.

FINDING 2Ofi.INs - REPORTING

Anticipated Complelion Date: This being done now

(Title)

\ \  \v\ \ . . {

(Signature)

(Oate)
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COUNTY AUDITOR 
WASHINGTON COUNTY 

AUDIT RESULTS AND COMMENTS 
 
 
 
LOCAL INCOME TAX SETTLEMENT FUNDS 
 

The CAGIT Distribution fund (Fund 7311) should have a zero balance at year end, but had a balance 
of $51.01 on December 31, 2012 and 2013.   
  

The CEDIT Distribution fund (Fund 7312) should have a zero balance at year end, but had a balance 
of $24,364.08 on December 31, 2012, and $25,191.66 on December 31, 2013.  This was an accumulation of 
funds from governmental units that failed to adopt a capital improvement plan.  These funds should have 
been transferred to a separate account.   
 

Uniform Chart of Accounts Instructions required by County Bulletin 376 page 3, as amended by 
County Bulletin 381 page 11, Q&A 5. 
 
 
OVERDRAWN CASH BALANCES 
  

The financial statement included the following funds with overdrawn cash balances at December 31, 
2013: 
 

 
The cash balance of any fund may not be reduced below zero.  Routinely overdrawn funds could be 

an indicator of serious financial problems which should be investigated by the governmental unit.  (Accounting 
and Uniform Compliance Guidelines Manual for County Auditors of Indiana, Chapter 14) 
  

Amount
Fund Overdrawn

Emergency Telephone System 7,220$           
Park Nonreverting Operating 45,317           
Park And Recreation 55,727           
Adult Protective Services 15,618           
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ERRORS ON CLAIMS 
  

A test of claims identified the following deficiencies with an error rate greater than 10 percent:  
 
1. Claims were not prepared for 11 percent of disbursements tested.  This error resulted in 

$2,249.99 of expenditures which were not supported by a proper claim.  
 

2. Of the claims tested, 11 percent did not have Board approval.  This error resulted in 
$2,249.99 expenditures which did not have proper Board approval.  

 
3. Of the claims tested, 11 percent did not have proper approval by the fiscal officer.  This error 

resulted in $2,412.79 of expenditures which did not have proper approval by the fiscal officer. 
  
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) the invoice or bill is filed with the governmental entity's fiscal officer;  

 
(4) the fiscal 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."  
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COUNTY AUDITOR 
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EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 24, 2014, with Sarah Bachman, Auditor; Michele 
Fleenor, First Deputy Auditor; Phillip Marshall, President of the Board of County Commissioners; and David 
Hoar, President of the County Council. 
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CLERK OF THE CIRCUIT COURT 
WASHINGTON COUNTY 

FEDERAL FINDING 
 
 
 
FINDING 2013-005 - REPORTING 
 
Federal Agency:  Department of Health and Human Services 
Federal Program:  Child Support Enforcement 
CFDA Number:  93.563 
Federal Award Number and Year (or other Identifying Number):  2013 
Pass-Through Agency:  Indiana Department of Child Services 
 

Management of the County has not established an effective internal control system related to 
Reporting.  The failure to establish an effective internal control system places the County at risk of noncom-
pliance with the grant agreement and the compliance requirements.  

 
The County was required to submit a reimbursement request each month using a Monthly Expense 

Claim For Title IV-D, State Form 54529.  The County was also required to submit quarterly expenditure 
reports for incentive funds using the Quarterly Incentive Expenditure Report For Title IV-D, State Form 54528.  
The amounts reported on these forms did not agree with the amounts posted to the ledger. 
 

In January 2013, the County disbursed $40,000 from the Prosecutor's IV-D budget to cover the 
County's share of medical insurance costs, but this disbursement was not included in the Prosecutor's IV-D 
monthly report for January.  The personal service expenses reported for January through June did not agree 
with the amounts posted to the ledger.  In addition, there were three other errors found in the reports.  As a 
result, the Prosecutor's IV-D reimbursement requests were underreported by $32,396.99 for the audit period. 

 
Two of the Quarterly Incentive Reports submitted by the Circuit Court did not agree with the amounts 

posted to the ledger.  The ledger had expenditure postings of $5,200, but only $1,950 was reported on the 
Quarterly Reports.  
     

The Prosecutor PCA fund had expenditure postings of $1,621.21 to the ledger that were not reported 
on any Monthly Expense Report. 

 
Management's failure to establish and implement controls requiring someone other than the individual 

preparing the reports to review and verify amounts reported allowed errors to go undetected. 
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OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
 
45 CFR 92.20, Standards for financial management systems states in part: 
 
"(b) The financial management systems of other grantees and subgrantees must meet the fol-
lowing standards: 

 
(1) Financial reporting.  Accurate, current, and complete disclosure of the financial results 

of financially assisted activities must be made in accordance with the financial reporting 
requirements of the grant or subgrant. 

 
(2) Accounting records.  Grantees and subgrantees must maintain records which ade-

quately identify the source and application of funds provided for financially-assisted 
activities.  These records must contain information pertaining to grant or subgrant 
awards and authorizations, obligations, unobligated balances, assets, liabilities, outlays 
or expenditures, and income." 

 
Noncompliance with the grant agreement or the reporting requirements that have a direct and mate-

rial effect to the program could result in the loss of federal funds to the County. 
  

We recommended that the County's management establish and implement controls over Reporting to 
ensure compliance with requirements that have a direct and material effect to the program. 
 



Shirley Batt
Clerk. Circuit / Superior Court

99 Public Square, Suile 102 . Salem. lndiana47l67

Phone 812-883-5748 .  Fax 812-883-8108

clerk@)washingtoncount].in.gov

CORRECNVE ACTION PLAN

FINOIND 2013.005 . REPORNNG

FederalAtency: U.S. Department ofHeahh and Human Services
Federdl Pro&ami Child Support tnfo.cement
CFDA Number 93.563
Federal Award Number and Year (or other identirying Numb€r): 2013
Pasr-Through ABency: Indiana Depa,tment of child Sewices

Contact Pe.son R€sponsible 60r Conective Action: Shirley 8att, Chrk Washington Circuit Court
Contact Phone Numbec 812+83-57,4 ext. 1120

DescriDtion of Coftective Action Plan:
As being a part of the fitb lV-D pmgrdm along whh th€ Pros€cutor and Circuit Coun, the Chrl(s

Office wlll continue to strive to .omplete the required program tasks.

. we will contioue to meet r€gularly with our child support fieU consultant to discuss or update
any issues before us.

. We will continue to attend re8ional child support meetings offered by the Indiana Department
of Child Services.

. Complete all documentation submitted foa reimbursement,

. Contlnue relationship with vendor to submit correct Monthly and quarterly Claims.

. Continue tracking of invoices, claimt reimbursements, etc. for auditing purposes.

Anticipated cornpletion Date: December 31, 2014

W
lfle
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CLERK OF THE CIRCUIT COURT 
WASHINGTON COUNTY 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 24, 2014, with Shirley Batt, Clerk. 
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COUNTY PROSECUTING ATTORNEY 
WASHINGTON COUNTY 

FEDERAL FINDING 
 
 
 
FINDING 2013-005 - REPORTING 
 
Federal Agency:  Department of Health and Human Services 
Federal Program:  Child Support Enforcement 
CFDA Number:  93.563 
Federal Award Number and Year (or other Identifying Number):  2013 
Pass-Through Agency:  Indiana Department of Child Services 
 

Management of the County has not established an effective internal control system related to 
Reporting.  The failure to establish an effective internal control system places the County at risk of noncom-
pliance with the grant agreement and the compliance requirements.  

 
The County was required to submit a reimbursement request each month using a Monthly Expense 

Claim For Title IV-D, State Form 54529.  The County was also required to submit quarterly expenditure 
reports for incentive funds using the Quarterly Incentive Expenditure Report For Title IV-D, State Form 54528.  
The amounts reported on these forms did not agree with the amounts posted to the ledger. 
 

In January 2013, the County disbursed $40,000 from the Prosecutor's IV-D budget to cover the 
County's share of medical insurance costs, but this disbursement was not included in the Prosecutor's IV-D 
monthly report for January.  The personal service expenses reported for January through June did not agree 
with the amounts posted to the ledger.  In addition, there were three other errors found in the reports.  As a 
result, the Prosecutor's IV-D reimbursement requests were underreported by $32,396.99 for the audit period. 

 
Two of the Quarterly Incentive Reports submitted by the Circuit Court did not agree with the amounts 

posted to the ledger.  The ledger had expenditure postings of $5,200, but only $1,950 was reported on the 
Quarterly Reports.  
     

The Prosecutor PCA fund had expenditure postings of $1,621.21 to the ledger that were not reported 
on any Monthly Expense Report. 

 
Management's failure to establish and implement controls requiring someone other than the individual 

preparing the reports to review and verify amounts reported allowed errors to go undetected. 
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OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
 
45 CFR 92.20, Standards for financial management systems states in part: 
 
"(b) The financial management systems of other grantees and subgrantees must meet the fol-
lowing standards: 

 
(1) Financial reporting.  Accurate, current, and complete disclosure of the financial results 

of financially assisted activities must be made in accordance with the financial reporting 
requirements of the grant or subgrant. 

 
(2) Accounting records.  Grantees and subgrantees must maintain records which ade-

quately identify the source and application of funds provided for financially-assisted 
activities.  These records must contain information pertaining to grant or subgrant 
awards and authorizations, obligations, unobligated balances, assets, liabilities, outlays 
or expenditures, and income." 

 
Noncompliance with the grant agreement or the reporting requirements that have a direct and mate-

rial effect to the program could result in the loss of federal funds to the County. 
  

We recommended that the County's management establish and implement controls over Reporting to 
ensure compliance with requirements that have a direct and material effect to the program. 
 



DUSTIN L. HOUCHIN
Prosecut ng Attomey

BLAINE S. GOODE
Chiei Deputy Proseculing Ailorney

I\4ELISSA CAI\,IPBELL
Deputy Proseclting Aliorney

OFFICE OF THE PROSfCUTINC ATTORNE\

42- JUDICIAL C RCUIT
WASHINGTON COUNry, INDIANA

812-883-6560
FAx 812 843 433

July 21, 2014

FINDIND 2013-OO5 _ REPORTING

Federal Agency: U. S. Department of Health arrd Human Services
Federal Program: Child Support Enforcement
CFDA Number: 93.563
Fcderal Award Number and Year (or other Identiting Number): 2013
Pass-Through Agcncy: Indiana Depadnent ofChild Services

CORRECTIVE ACTION PLAN

Washington County Prosccuting Attomey Office IV-D
Dustin Houchin, Prosecuting Attomcy
Janet Moore, IV-D Administrator
8 t l-883-6569

On June 25, 2014; the lV-D Administrator mct wjth Sara Bacbmar1 County Auditor and
Staffto complete a conrmunication plan to ensure all information is repoted corectly.
First communication by e-nailing monthly expense reports from Auditor to IV-D
Administrator each month and sccond by telephone commLu cations to ensure all
infomation is understood.

Washi[gton County did provide hea]th covcrage for the employees in calendar year 2013
but was considered a selffunded plan therefore each depaflment's budgeted expenses were
transfqaed into the County Selflnsorance Fund in January, 2013 as well as the cost tor
each employee's lifc irsurance policy also covercd by the County Self Insurance Fund.
Therefbre causing the IV-D Administrator's failurc to rcpod mol1thly reimbLLrsement
expenses.

2014 the County does not provide health coverage but continues to prcvide life insuance
policies and a hcalth care clinic for all employees. Depaftment insurance expense budget
lunds were again transferred from tbe dcpartment budgets to the CoLulty Selflnsu.ancc
Fund in January to ensure these expenses are paid. Again the IV-D Adninistrator failed
to repofi monthly rcimbuNement expenses for these benefits.

During the June 25, 2014 meeting the Auditor ard lV-D Administrator completed a repod
to reflect cstimatcd employee cost and estimated nonthly cost specifically for thc IV-D
Ollice for the life insurance policies and health care clinic cost. Also, during this mccting
if was determined the rnajority ofthc othcr crro.s or discrepancies were lbund to be clcrical
errors,

[,lailing Addfess:

406 l4arlinsbLrrg Rd., Suite 202
Salem, ndiana 47167

ldavid
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A meeting was conductod bctwccn the IV-D Administrator and the Regional Field
Consultant on July 18, 2014 to address the repoting ofthe PCA fund expenses.

DESCRIPTION OF CORRXCTI\'E ACTION PLAN

The IV-D Administrator has submitted prior period adjustments iI1 May, 2014 to include a
conection for health expenses, life insurancc expenses for January 2013 $rough May 2014
as well as made adjustments to coraect the clerical errors in prcvious reports.

The IV-D Administrator will submit the monthly estimated cost for the life insurance
policies and health care clinic costs each month according to the documents from June 25,
2014 meeting. Also, meetings will be conducted with Auditor and IV-D Staffto ensure any
changes in these figures are reported.

The IV-D Administrator will review the procedures in reporting PCA funds to ensurc thcse
are included on future reports and adjustment for previous period is anticipated to be
reported on the July, 2014 repoft that is due by August 10, 2014.

The IV-D Administrator will more thoroushlv review all amounts for submission ofthe
repofls.

ANTICIPATED COMPLETION DATE

Washington County anticipates this corrective action plan to be completed by the repofting
ofAugust, 2014 repofts however the reimbursement rcports arc submitted monthly
therefore the rcpoding of all expenses and the corrcetive action plan will continuc to be
ongornS.

REVIEWED BY:
Dustin Houchin, Prcsecutor
Washint{on County
DArED: 7- d '4- /q

ldavid
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COUNTY PROSECUTING ATTORNEY 
WASHINGTON COUNTY 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 24, 2014, with Dustin Houchin, Prosecuting 
Attorney. 
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CIRCUIT COURT JUDGE 
WASHINGTON COUNTY 

FEDERAL FINDINGS 
 
 
 
FINDING 2013-005 - REPORTING 
 
Federal Agency:  Department of Health and Human Services 
Federal Program:  Child Support Enforcement 
CFDA Number:  93.563 
Federal Award Number and Year (or other Identifying Number):  2013 
Pass-Through Agency:  Indiana Department of Child Services 
 

Management of the County has not established an effective internal control system related to 
Reporting.  The failure to establish an effective internal control system places the County at risk of noncom-
pliance with the grant agreement and the compliance requirements. 

 
The County was required to submit a reimbursement request each month using a Monthly Expense 

Claim For Title IV-D, State Form 54529.  The County was also required to submit quarterly expenditure 
reports for incentive funds using the Quarterly Incentive Expenditure Report For Title IV-D, State Form 54528.  
The amounts reported on these forms did not agree with the amounts posted to the ledger. 
 

In January 2013, the County disbursed $40,000 from the Prosecutor's IV-D budget to cover the 
County's share of medical insurance costs, but this disbursement was not included in the Prosecutor's IV-D 
monthly report for January.  The personal service expenses reported for January through June did not agree 
with the amounts posted to the ledger.  In addition, there were three other errors found in the reports.  As a 
result, the Prosecutor's IV-D reimbursement requests were underreported by $32,396.99 for the audit period. 

 
Two of the Quarterly Incentive Reports submitted by the Circuit Court did not agree with the amounts 

posted to the ledger.  The ledger had expenditure postings of $5,200, but only $1,950 was reported on the 
Quarterly Reports.  
     

The Prosecutor PCA fund had expenditure postings of $1,621.21 to the ledger that were not reported 
on any Monthly Expense Report. 

 
Management's failure to establish and implement controls requiring someone other than the individual 

preparing the reports to review and verify amounts reported allowed errors to go undetected. 
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FEDERAL FINDINGS 
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OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
 
45 CFR 92.20, Standards for financial management systems states in part: 
 
"(b) The financial management systems of other grantees and subgrantees must meet the fol-
lowing standards: 

 
(1) Financial reporting.  Accurate, current, and complete disclosure of the financial results 

of financially assisted activities must be made in accordance with the financial reporting 
requirements of the grant or subgrant. 

 
(2) Accounting records.  Grantees and subgrantees must maintain records which ade-

quately identify the source and application of funds provided for financially-assisted 
activities.  These records must contain information pertaining to grant or subgrant 
awards and authorizations, obligations, unobligated balances, assets, liabilities, outlays 
or expenditures, and income." 

 
Noncompliance with the grant agreement or the reporting requirements that have a direct and mate-

rial effect to the program could result in the loss of federal funds to the County. 
  

We recommended that the County's management establish and implement controls over Reporting to 
ensure compliance with requirements that have a direct and material effect to the program. 
 



Was hingt on Cir c uit C o urt
Hon. Larry W Medlock
#99 Public Square, Sdte 200

Sal€m, Indiana 47 167
Phone: 812-881-5J02 r facsimi er 812-88i- l9l l

CORRECTIVE ACTION PLAN

FINDING 20I 3-OO5-REPORTING

Federol Agency: U.S. Deportmeni of Heollh ond Humon Services
Federol Progrom: Child Supporl Enforcemeni
CFDA Number: 93.563
Federol Aword Number ond Yeor {or other ldentifying Number}: 2013
Poss-Through Agency: lndiono Deporimeni of Child Services

Contoci Person Responsible for Corrective Aclion: Hon. Lorry W. Medlock
Conloct Phone Number: Bl 2-883-5302

Descripiion of Correclive Aciion Plon:
The circumstonce occurred when the County Audltor foiled to gei ihe omount
posied on iime ond il wos posied on lhe nexl quorler. To correci ihis problem
from hoppening ogoin in the fulure the Court will lry lo submii cloims in o limely
monner ln hopes ihol lhe Counly Audilor will be oble io posl the cloims ond the
inceniives in the correct quorter.

Doied: July 23. 2014

LOCK, JUDGE
CIRCUIT COURT

tloggins
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CIRCUIT COURT JUDGE 
WASHINGTON COUNTY 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 24, 2014, with the Honorable Larry W. Medlock, 
Circuit Court Judge. 
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COUNTY SHERIFF 
WASHINGTON COUNTY 

AUDIT RESULTS AND COMMENTS 
 
 
BANK ACCOUNT RECONCILIATIONS 
 

The depository reconcilement of the Cash Book provided by the County Sheriff noted that the record 
balance exceeded the reconciled bank balance by $116.23.  In addition, the officials could not identify 
$10,958.49 of their record balance. 
 

Indiana Code 5-13-6-1(e) states:  "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." 
 

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 Counties of Indiana, Chapter 
1) 
 
 
CONDITION OF RECORDS 
  

The Jail Commissary fund should be used to account for money generated from commissary sales.  
However, as stated in prior reports, the Washington County Jail Commissary fund includes Inmate Trust 
funds.  To make purchases from the Jail Commissary fund, inmates are required to purchase a commissary 
card.  At the time the card is purchased, the money is disbursed from the Inmate Trust fund and deposited 
into the Jail Commissary fund even though no merchandise has been sold.  Therefore, the Jail Commissary 
balance includes inmate trust funds.  At the current time, no procedures are in place to determine the amount 
of the Jail Commissary fund balance that belongs to the inmates. 

  
Individual inmate records are kept as a subsidiary record to the Inmate Trust Ledger.  The ledger and 

subsidiary records do not agree.  The unidentified excess in the bank account at December 31, 2013, was 
$1,359.19. 

 
Controls over the receipting, disbursing, recording, and accounting for the financial activities are nec-

essary to avoid substantial risk of invalid transactions, inaccurate records and financial statements and incor-
rect decision making.  (Accounting and Uniform Compliance Guidelines Manual for Counties of Indiana, 
Chapter 1) 
 

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 bal-
ance the fund.  (Accounting and Uniform Compliance Guidelines Manual for Counties of Indiana, Chapter 1) 
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COUNTY SHERIFF 
WASHINGTON COUNTY 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 24, 2014, with Claude C. Combs, Sheriff, and 
Jeannie Combs, Bookkeeper. 
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COUNTY COMMISSIONERS 
WASHINGTON COUNTY 

FEDERAL FINDINGS 
 
 
 
FINDING 2013-002 - INTERNAL CONTROLS AND COMPLIANCE 
OVER FINANCIAL TRANSACTIONS AND REPORTING 
  

We noted several deficiencies in the internal control system of the County related to financial trans-
actions and reporting.  We believe the following deficiencies constitute material weaknesses: 
 

The financial information inputted into the County's Annual Report was not properly reviewed and 
verified to the County's financial records and the records of the County's outside offices to 
determine that no material errors occurred.  Receipts, disbursements, and cash and investment 
balances in the amounts of $1,738,513, $1,820,180, and $81,667, respectively, were improperly 
reported in the Annual Report for the following outside offices:  Treasurer's After Settlement 
Collections, County Sheriff, and Sheriff Drug Investigation.  Financial information from the 
County's Annual Report is used to compile the County's financial statement.  As a result, the 
beginning balances and receipt and disbursement transactions reported on the County's financial 
statement were overstated.  Audit adjustments were proposed, approved by the County, and 
made to the County's financial statement. 

  
The Payroll Clerk in the County Auditor's Office processes the County's payroll.  This employee 
is also responsible for calculating and making all employee and employer benefit payments.  
Supporting documentation for these payments was retained in the payroll files; however, no 
review of the documentation was completed by another employee, nor were the checks and/or 
electronic payments compared to the supporting documentation by another County employee.  
The County Auditor did not properly certify these disbursements, nor did the Board of County 
Commissioners properly authorize the disbursements for payroll.  
 
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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing are necessary for proper internal control. 
  

Controls over the receipting, disbursing, recording, and accounting for the financial activities are nec-
essary to avoid substantial risk of invalid transactions, inaccurate records and financial statements and 
incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for County Auditors of 
Indiana, Chapter 14)  

 
Indiana Code 5-11-1-4(a) states: 
  
"The state examiner shall require from every municipality and every state or local governmental 
unit, entity, or instrumentality financial reports covering the full period of each fiscal year.  These 
reports shall be prepared, verified, and filed with the state examiner not later than sixty (60) days 
after the close of each fiscal year.  The reports must be in the form and content prescribed by the 
state examiner and filed electronically in the manner prescribed under IC 5-14-3.8-7." 

 
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:  
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FEDERAL FINDINGS 
(Continued) 

 
 

(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 serv-
ices; 

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

 
(4) the fiscal 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."  

 
 

FINDING 2013-006 - INTERNAL CONTROLS OVER ACTIVITIES ALLOWED 
OR UNALLOWED AND ALLOWABLE COSTS/COST PRINCIPLES 
 
Federal Agency:  Department of Health and Human Services 
Federal Program:  Child Support Enforcement 
CFDA Number:  93.563 
Federal Award Number and Year (or other Identifying Number):  2013 
Pass-Through Agency:  Indiana Department of Child Services 
 

Management of the County has not established an effective internal control system, which would 
include segregation of duties, related to the grant agreement and some of the compliance requirements that 
have a direct and material effect to the program.  This includes the following compliance requirements: 
Activities Allowed or Unallowed and Allowable Costs/Cost Principles.  
 

The Payroll Clerk in the County Auditor's Office processes the County's payroll.  This employee is 
also responsible for calculating and making all employee and employer benefit payments.  Supporting docu-
mentation for these payments was retained in the payroll files; however, no review of the documentation was 
completed by another employee, nor were the checks and/or electronic payments compared to the supporting 
documentation by another County employee.  The County Auditor did not properly certify these disburse-
ments, nor did the Board of County Commissioners properly authorize the disbursements for payroll. 

 
An internal control system, including segregation of duties, should be designed and operate effec-

tively to provide reasonable assurance that material noncompliance with the grant agreement, or a type of 
compliance requirement of a federal program will be prevented, or detected and corrected, on a timely basis.  
In order to have an effective internal control system, it is important to have proper segregation of duties.  This 
is accomplished by making sure proper oversight, reviews, and approvals take place and to have a separation 
of functions over certain activities related to the program.  The fundamental premise of segregation of duties 
is that an individual or small group of individuals should not be in a position to initiate, approve, undertake, 
and review the same activity. 

 
OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
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The failure to establish internal controls could enable material noncompliance to go undetected. 
Noncompliance of the grant agreement or the compliance requirements that have a direct and material effect 
to the program could result in the loss of federal funds to the County. 
  

We recommended that the County's management establish controls, including segregation of duties, 
related to the grant agreement and all compliance requirements that have a direct and material effect to the 
program. 
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COUNTY COMMISSIONERS 
WASHINGTON COUNTY 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on July 24, 2014, with Phillip Marshall, President of the 
Board of County Commissioners. 




