B53764

STATE BOARD OF ACCOUNTS
302 West Washington Street
Room E418
INDIANAPOLIS, INDIANA 46204-2769

SUPPLEMENTAL COMPLIANCE REPORT
OF
TOWN OF LEESBURG
KOSCIUSKO COUNTY, INDIANA

January 1, 2015 to December 31, 2018

FILED

11/19/2019


BaAnderson
Text Box
B53764


BaAnderson
Datefiled





TABLE OF CONTENTS

Description Page
1ol g 1Yo (V1[N o ) O 103 = | F TR 2
TrANSMUIEAI LEHET .. .ee et et e e et e e et e e e e e e e e e e e e ee e e esaeeaennnnaes 3
Clerk-Treasurer:
Audit Results and Comments:
[T C=Ta =1 @0 11 0] I 6
Certification on Internal Control Standards............cooovuueieiiiiiiiieee e 6-7
TIMElY RECOIAING ... a e e e e e e e e e 7
Penalties, Interest, and Other Charges. ... 7
(I R O70] 01 1=T (=1 0 o1 <SRRI 8

Town Council:
Audit Results and Comments:

Training on Internal Control Standards .............coooiiiiii e 10
107 (Yo 11 A OF= o I = o] o Y S 10
EXIt CONFEIENCE ...ttt ettt e et e st e e nbe e e sbeesabeeennee s 11



Office
Clerk-Treasurer

President of the
Town Council

SCHEDULE OF OFFICIALS

Official

Michael Searfoss

Tom Moore
Doug Jones
Larry Richey
Tom Moore
Christina Archer

Term

01-01-15 to 12-31-19

01-01-15 to 12-31-15
01-01-16 to 12-31-16
01-01-17 to 12-31-17
01-01-18 to 12-31-18
01-01-19 to 12-31-19



STATE OF INDIANA

302 WEST WASHINGTON STREET
ROOM E418

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
erﬂj
INDIANAPOLIS, INDIANA 46204-2769

Telephone: (317) 232-2513
Fax: (317) 232-4711
Web Site: www.in.gov/sboa

TO: THE OFFICIALS OF THE TOWN OF LEESBURG, KOSCIUSKO COUNTY, INDIANA

This report is supplemental to our audit report of the Town of Leesburg (Town), for the period from
January 1, 2015 to December 31, 2018. It has been provided as a separate report so that the reader may
easily identify any Audit Results and Comments that pertain to the Town. It should be read in conjunction
with our Financial Statements Audit Report of the Town, which provides our opinion on the Town's financial
statements. This report may be found at www.in.gov/sboal/.

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 Official Response to the Audit Results and Comments, incorporated within this report, was not
verified for accuracy.

Paul D. Joyce, CPA
State Examiner

October 21, 2019
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CLERK-TREASURER
TOWN OF LEESBURG
AUDIT RESULTS AND COMMENTS

INTERNAL CONTROLS

There were deficiencies in the internal control system of the Town related to financial transactions
and reporting. The Town had not established documented controls over receipts and financial reporting.

Receipts

The Deputy Clerk-Treasurer posted receipts and prepared deposits. The Clerk-Treasurer took
the deposits to the bank without any documented review of the receipts.

Financial Reporting

Year-end fund reports were used to submit information into the Indiana Gateway for
Government Units financial reporting system, which is the source of the Annual Financial
Reports (AFR) and financial statements. The Clerk-Treasurer submitted the AFR without a
documented oversight, review, or approval process to ensure the accuracy of the information
submitted.

The Indiana State Board of Accounts (SBOA) is required under Indiana Code 5-11-1-27(e) to define
the acceptable minimum level of internal control standards. To provide clarifying guidance, the State
Examiner compiled the standards contained in the manual, Uniform Internal Control Standards for Indiana
Political Subdivisions. All political subdivisions subject to audit by SBOA are expected to adhere to these
standards. The standards include adequate control activities. According to this manual:

"Control activities are the actions and tools established through policies and procedures that
help to detect, prevent, or reduce the identified risks that interfere with the achievement of
objectives. Detection activities are designed to identify unfavorable events in a timely manner
whereas prevention activities are designed to deter the occurrence of an unfavorable event.
Examples of these activities include reconciliations, authorizations, approval processes, per-
formance reviews, and verification processes.

An integral part of the control activity component is segregation of duties. . . .

There is an expectation of segregation of duties. If compensating controls are necessary, doc-

umentation should exist to identify both the areas where segregation of duties are not feasible

or practical and the compensating controls implemented to mitigate the risk. . . ."
CERITIFICATION ON INTERNAL CONTROL STANDARDS

The Clerk-Treasurer certified on the AFR that appropriate personnel were trained on internal control

standards. However, not all personnel received the internal control training; therefore, the certification was
incorrect.



CLERK-TREASURER
TOWN OF LEESBURG
AUDIT RESULTS AND COMMENTS
(Continued)

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."

TIMELY RECORDING

Vendor and payroll disbursements were not recorded in the accounting system when they were
disbursed. All disbursements were posted on the same day of every month, even though checks were
written throughout the month.

Payroll was transferred to the Payroll fund quarterly; not for every payroll. This resulted in cash
deficits until the payroll funds were transferred.

All financial transactions pertaining to the unit must be recorded in the records of the unit at the
time of the transaction. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns,
Chapter 1)

PENALTIES, INTEREST, AND OTHER CHARGES
The same comment appeared in prior Report B46208.

The Town paid penalties to the Internal Revenue Service in the amount of $2,385 because the
Town did not remit payments on a timely basis. The previous Clerk-Treasurer did not remit any federal tax
payments during 2012. The penalties and delinquent taxes were paid in 2018 to correct this issue.

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 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 unit. Any
penalties, interest, or other charges paid by the unit may be the personal obligation of the responsible
official or employee. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns,
Chapter 1)



CLERK-TREASURER
TOWN OF LEESBURG
EXIT CONFERENCE

The contents of this report were discussed on October 21, 2019, with Michael Searfoss,
Clerk-Treasurer, and Christina Archer, President of the Town Council.
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TOWN COUNCIL
TOWN OF LEESBURG
AUDIT RESULTS AND COMMENTS

TRAINING ON INTERNAL CONTROL STANDARDS

The Town Council adopted an internal control ordinance on August 8, 2016. The Town Council did
not ensure that all officers, elected officials, and employees received training concerning the internal control
standards and procedures.

Indiana Code 5-11-1-27(g) states in part:
"After June 30, 2016, the legislative body of a political subdivision shall ensure that: . . .
(2) personnel receive training concerning the internal control standards and procedures
adopted by the political subdivision."
CREDIT CARD POLICY
The Town used credit cards to purchase items without an approved credit card policy.

The SBOA will not take exception to the use of credit cards by a unit provided the following
criteria are observed:

1. The governing body must authorize credit card use through an ordinance /resolution, which
has been approved in a meeting and documented in the minutes.

2. Issuance and use must be handled by an official or employee designated by the governing
body.

3. The purposes for which the credit card may be used must be specifically stated in the
ordinance/resolution.

4. When the purpose for which the credit card has been issued has been accomplished, the
card must be returned to the custody of the responsible person.

5. The designated responsible official or employee must maintain an accounting system or
log which would include the names of individuals requesting usage of the cards, their
position, estimated amounts to be charged, fund and account numbers to be charged, date
the card is issued and returned.

6. Credit cards must not be used to bypass the accounting system. One reason that purchase
orders are issued is to provide the fiscal officer with the means to encumber and track
appropriations to provide the governing body and other officials with timely and accurate
accounting information and monitoring of the accounting system.

7. Payment cannot be made on the basis of a statement or a credit card slip only. Procedures
for payments must be no different than for any other claim. Supporting documents such
as paid bills and receipts must be available. Additionally, any interest or penalty incurred
due to late filing or furnishing of documentation by an officer or employee may be the
personal obligation of the responsible officer or employee.

8. If authorized, an annual fee may be paid.

(Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 1)
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TOWN COUNCIL
TOWN OF LEESBURG
EXIT CONFERENCE

The contents of this report were discussed on October 21, 2019, with Michael Searfoss,
Clerk-Treasurer, and Christina Archer, President of the Town Council.
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