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II. STATE ACCOUNTING SYSTEM STRUCTURE AND FUNCTION 

III. DUTIES AND RESPONSIBILITIES RELATED TO ACCOUNTING SYSTEM STRUCTURE 

III.A COMPTROLLER 

 
 

The State of Indiana consists of three branches of government -- Executive, Legislative and 
Judicial, the basis of which is derived from the Indiana Constitution. 

 
The Executive branch includes the following elected officials: Governor, Lt. Governor, 

Comptroller, Treasurer of State, Secretary of State, Attorney General, and Superintendent of Public 
Instruction. The Governor appoints other top executives of state government, generally as agency 
directors, board members or commission members. 

 
Authority for agency operations may be defined by state laws (statutes), which are published as 

Indiana Code (IC) or executive orders issued by the Governor. State operational policy may be further 
defined by the Indiana Administrative Code (IAC), also known as rules or regulations. 

 
 
 

 
All branches of state government, Executive, Legislative and Judicial, utilize the centralized state 

accounting system. As of September 16, 2009, the PeopleSoft financial accounting system, which is used 
from requisition of purchases to payment of final invoices and all postings to a general ledger, accounts for 
all financial transactions in the state governmental agencies. 

 
The state accounting system includes features of standardized source documents, uniform 

transaction identification and classification codes, uniform report formats, an account structure with 
summarization of activity for business units and funds, and centralized control for revenue deposits and 
warrant issuance. This structure is designed to identify, analyze, classify, record, and report the State of 
Indiana financial transactions and to maintain accountability of the related assets and liabilities. This 
account structure provides for the preparation of the Indiana Annual Comprehensive Financial Report 
(ACFR) in conformity with generally accepted accounting principles, as prescribed by Governmental 
Accounting Standards Board (GASB) pronouncements. The GASB is the authoritative accounting and 
financial reporting standard setting body for governmental entities throughout the United States. The 
Statewide Schedule of Expenditures of Federal Awards, as required by 2 CFR 200, is also a product of this 
system. 

 
The centralized accounting system is maintained, operated, and under the oversight of the 

Enterprise Governance Review Board and Steering Committee, which includes representatives of the 
Comptroller, Treasurer of State, State Budget Agency, State Personnel Department, Department of 
Administration, State Board of Accounts, and Office of Technology. Suggested changes are voted on by 
the Executive Steering Committee, comprised of the Agency Heads of the Governance Review Board 
agencies. The State Board of Accounts has an advisory role only. 

 
The size and scope of some state agencies necessitates additional internal accounting records for 

agency management and fiscal control. These are not all specifically described in this manual, the focus of 
which is the centralized, uniform accounting system. 

 
 
 

 
 

I. STATE ORGANIZATION AND AUTHORITY 
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III.B TREASURER OF STATE 

III.C OFFICE OF MANAGEMENT AND BUDGET 

III.D STATE BUDGET AGENCY 

The function of the Comptroller is that of maintaining the financial accounting for the State and 
disbursement of funds. All payments from the treasury must be made upon a warrant (check) prepared 
and signed by the Comptroller or by electronic fund transfer to the bank account of the payee. The 
Comptroller is responsible for the pre-audit of claims for payment before the disbursement is made, as 
noted in 
6.1.3 in this manual. 

 
The Comptroller is also responsible for the preparation and issuance of the Annual 

Comprehensive Financial Report (ACFR) for the State of Indiana. Volume I of this report, which is 
submitted to the Government Finance Officers’ Association (GFOA) for review and certification, includes 
all financial statements and other required information. Volume II includes detailed information of 
appropriations, cash receipts and cash disbursements by fund and agency. 

 
The State Comptroller is a decision making member of the Executive Steering Committee. 

 
 

 
The Treasurer of State (TOS) is responsible for the safekeeping and investment of moneys and 

securities paid into the state treasury. This office acts as a "bank" for state funds: in essence, the receiver 
and custodian of all state revenue and payment from such funds upon warrants or electronic transfers 
issued by the Comptroller. The Treasurer has discretionary power to invest state funds in various Indiana 
financial institutions. All state departments and agencies, with the exception of certain quasi- agencies, 
make deposits with the Treasurer's office or submit evidence of direct deposits made to the credit of the 
State treasury. 

 
The Treasurer of State is a decision making member of the Executive Steering Committee. 

 

 
As noted in Indiana Code (IC) 4-3-22-4, the director of the Office of Management and Budget (OMB) 

is the chief financial officer of the State and reports directly to the Governor. The director has authority over 
all functions of the State Budget Agency, the Department of Revenue, the Department of Local Government 
Finance and the Indiana Finance Authority. 

 
The OMB is responsible for all budgeting, accounting and spending functions within the various 

agencies, departments, and programs of state government, and assists the Governor in all matters related 
to fiscal management. 

 
The division of government efficiency and financial planning, established within the OMB, shall 

conduct operational and procedural audits of state government, perform financial planning, design and 
implement efficiency projects, and carry out such other responsibilities as may be designated by the 
director. 

 
 

 
The State Budget Agency (SBA) prepares the state's biennial budget for presentation to the 

Governor and then to the General Assembly. It is the responsibility of the SBA to examine and analyze all 
agency budget requests and make recommendations for inclusion in the budget report, as well as projecting 
estimated state revenue for the biennium in conjunction with economists appointed by the Governor. 

 
The SBA is responsible for the proper administration of the budget as approved by the legislature 

and approving or modifying the quarterly allotments for each state agency, which controls funds available 
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III.E DEPARTMENT OF STATE PERSONNEL 

III.F DEPARTMENT OF ADMINISTRATION 

for expenditure. The Budget Agency may transfer, assign, or reassign any appropriation between an 
agency's funds with the approval of that agency. Other functions include, but are not limited to: 

 
• Approving contracts for availability of funds 
• Maintaining appropriation and allotment budgets on the PeopleSoft financial accounting system 
• Reviewing and approving construction projects (with the exception of highway construction) 
• Assisting the Governor in fixing state salary schedules 
• Prescribing rules and regulations regarding state employee travel 
• Considering and approving expansion of state programs 
• Reviewing and making recommendations on Federal grant applications of all state agencies. 

 
Each agency is assigned a budget analyst in the Budget Agency to coordinate its budgetary activity. 

The State Budget Director is a decision making member of the Executive Steering Committee. 

 

 
The Department of State Personnel is led by a Director appointed by the Governor and provides 

all human resources centralized services and related policies and procedures, including but not limited to: 
 

• Employment opportunities 
• Staff training 
• Employee recordkeeping 
• PeopleSoft HR functional processes, including open enrollment process 
• Insurance contracts 

 
This department retains functional ownership over PeopleSoft HR processes, working with IOT 

on technical issues and the Enterprise Governance Review Board and Steering Committee on 
implementations and changes. 

 
The State Personnel Director is a decision making member of the Executive Steering Committee. 

 
 

 
The Department of Administration (IDOA) is led by a Commissioner appointed by the Governor 

and provides certain centralized services required by state agencies as well as maintaining certain critical 
records, such as real estate deeds and state vehicle titles. 

 
Provision of centralized services integrates like-functions under a single management team, in 

order to realize a minimal duplication of effort and overhead, while enabling greater purchasing power and 
coordination. Central services currently provided by IDOA include: 

 
• Centralized purchasing – supplies, materials, equipment, construction contracts 
• Communications 
• Mail and printing services 
• Operation of the motor vehicle and aviation fleet 
• Management of the state and federal surplus property programs 
• Management of the state procurement card program 

 
Costs of some of these services are billed to the agencies using the services. Management, 

maintenance, and security of the Indiana government center buildings is also provided by the IDOA. 
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III.G STATE BOARD OF ACCOUNTS 

III.H INDIANA OFFICE OF TECHNOLOGY 

Divisions of IDOA, such as the Procurement Division and the Department of Public Works (DPW), 
exist to ensure that acquisitions are made properly, efficiently, and within the requirements of Indiana law. 
Each receives agency requests, known as requisitions; issues invitations to bid; receives and evaluates 
bids or proposals; and determines the selected contractor. In the case of DPW, approvals by the division 
are necessary for all disbursements throughout the construction process. 

 
The Procurement Division also has responsibility for monitoring inventories. All executive branch 

agencies, departments, and offices, except the Department of Transportation, are required to utilize the 
Procurement and Public Works Divisions. The legislative and judicial branches, as well as the Department 
of Transportation, may utilize the Procurement and Public Works divisions but are not required to do so. 

 
All state contracts and leases, however, must be approved by the Commissioner of IDOA. 

The IDOA Commissioner is a decision making member of the Executive Steering Committee. 

 

 
The State Board of Accounts (SBOA) is led by the State Examiner, who is assisted by two deputies. 

The State Examiner is appointed by the Governor, with the appointment confirmed by the Legislative 
Council. The deputies are also Governor appointed. All three must be certified public accountants. 

 
The Board employs field examiners, the majority of whom have a bachelor's degree in accounting; 

many are also Certified Public Accountants (CPA), Certified Fraud Examiners (CFE), or Certified 
Government Financial Managers (CGFM). 
. 

The primary function of the SBOA is to audit or examine the accounts and records of all state and 
local departments, institutions, offices, or other agencies, including nonprofit entities which receive public 
funds. Board of Accounts' audits and reports are accepted by the federal government as the financial and 
compliance audit of the entity examined and the federal funds it received. Any outside audit costs paid by 
an agency, department, or office, not authorized by statute, may be considered a duplication of service. 

 
The SBOA reports become public information when officially filed by the State Examiner. Reports 

generally contain audit results and comments which include description of any overpayments, shortages, 
noncompliance discovered, or deficiencies in the internal control structure. Shortages of funds are subject 
to referral to the Attorney General for civil action and to the county prosecutor for criminal proceedings, if 
so determined by those offices. 

 
All accounting forms, records and systems used by governmental units in the State of Indiana are 

required to be prescribed or approved by the SBOA. This includes all statements and reports necessary for 
the internal administration of the office to which they pertain. It also includes electronic, automated or 
computerized systems. 

 
The State Examiner is represented on the Executive Steering Committee in an advisory role. 

 
 

 

The Indiana Office of Technology (IOT) was established as a state agency in July 2005 to provide 
cost-effective, secure, consistent, reliable enterprise technology services to other agencies of the state. 

 
Responsibilities of IOT are to:
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IV. SUMMARY OF AGENCY ACCOUNTING RESPONSIBILITIES 

• Establish standards for the technology infrastructure of the state, 
• Focus state information technology services to improve service levels to citizens and lower costs of 

providing information technology services, 
• Bring the best and most appropriate technology solutions to bear on state technology applications, 
• Improve and expand government services provided electronically 
• Provide the technology and procedures for the state to do business with the greatest security 

possible. 
• The Office of Technology is represented on the Executive Steering Committee in a decision making 

role. This office is responsible for implementing the technical aspects of the HR and financial 
accounting systems. 

 
 

 
Each agency, department, quasi, institution or office has the following accounting responsibilities: 

 
• Operate within the confines of the established budget. 
• Maintain an adequate internal control environment. 
• Maintain adequate internal control procedures. 
• Properly utilize the state accounting system as prescribed by the PeopleSoft Steering 

Committee. 
• Maintain an effective and accurate accounting system for necessary subsidiary and supplementary 

records. 
• Maintain, and make available for audit, documentation supporting the validity and accountability of 

monies received or disbursed. 
• Perform duties in accordance with statute, regulations, state policy, contract provisions, and federal 

requirements as applicable. 
 

The PeopleSoft financial accounting system provides the basis for budgetary control and prevents 
transactions from going forward without available allotments. Organizational and project budgets can also 
be utilized as a comprehensive planning and control device. Each agency must function within its budget 
limits. 

 
Each agency, department, quasi, institution or office should have internal controls in effect to 

provide reasonable assurance regarding the reliability of financial information and records, effectiveness 
and efficiency of operations, proper execution of managements’ objectives, and compliance with laws and 
regulations. Among other things, segregation of duties, safeguarding controls over cash and all other 
assets, and forms of information processing are part of an internal control system. 

 
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. An Agency’s control environment consists of the overall attitude, awareness 
and actions of management and the governing board or commission. This would include establishing and 
monitoring policies for developing and modifying accounting systems and control procedures. 

 
(See Chapter 2 in this manual for additional detail and guidance on internal control.) 

 
System controls are in effect on the PeopleSoft financial accounting system, which is the official 

book of record for the State; however, each agency is responsible for controls in any subsidiary systems 
used or other records maintained. At all times, the agency’s manual and subsidiary ledgers should 
reconcile with PeopleSoft. In the case of agency controlled bank accounts, if the reconciled bank balance 
is less than the account ledger, the responsible official or employee may be held personally responsible for 
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the amount needed to balance. Audit costs incurred because of theft or shortage may be the personal 
obligation of the responsible official or employee. 

 
Supporting documentation such as receipts, canceled checks, invoices, bills, contracts, etc., must 

be made available for audit to provide supporting information for the validity and accountability of monies 
received or disbursed. Documents must be filed in such a manner as to be readily retrievable or otherwise 
reasonably obtainable, upon request, during an audit. 

 
Each agency, department, quasi, institution or office is responsible for compliance with applicable 

statutes, regulations, contract provisions, state policies, and federal requirements. Compliance is required, 
as applicable, with generally accepted accounting principles, and standards issued by the Governmental 
Accounting Standards Board, Financial Accounting Standards Board, and other standard setting bodies 
and also with various accounting guides, manuals and other publications. 

 
Every governmental unit is required to comply with all grant agreements, rules, regulations, 

bulletins, directives, letters, letter rulings and filing requirements concerning reports and other procedural 
matters of federal and state agencies. This includes opinions of the Attorney General of the State of Indiana 
and court decisions. Governmental units should file accurate reports required by federal and state agencies. 
Noncompliance with these requirements may require corrective action by the governmental unit and follow 
up by a federal or state agency. 

 
Each agency, department, quasi, institution or office also has the responsibility to comply with its 

own internal policies and guidelines. These internal policies and guidelines cannot conflict with state or 
federal laws, state policies or procedures (including those in the various chapters of this manual) or other 
policies established by the Department of Administration, State Personnel, or through the Financial 
Management Circulars. 

 
Responsibility of performance of duties in accordance with applicable statutes, rules, policies and 

federal requirements is commonly referred to as compliance. Agency management devotes much time to 
the study and application of these various requirements. Relevant information should be communicated to 
staff. 

 
State statutes (Indiana Code – IC) which relate to various transactions are included in the first 

section of each chapter of this manual. Pertinent state policy has been included throughout the manual. 
The federal funds chapter provides references to those regulations which are generally applicable to all 
federal programs. 

 
Agency financial accounting staff will have duties directly related to the performance of the agency 

accounting responsibilities described above. Specific instructions and recommended procedures are 
detailed throughout this manual for each transaction type within the state accounting system. 

 
Each quasi-governmental unit with funds outside the state system also has the responsibility to 

maintain appropriate accounting records, including monthly bank statement reconciliations, and internal 
controls as described above. 



1  

ACCOUNTING SYSTEM – ACCOUNTING 
PROCESSES 

SCOPE 

Table of Contents 
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This chapter is intended to give a basic understanding of accounting theory and how it is applied 
within the PeopleSoft financial accounting system. 
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IC 5-11-1-2, System of accounting and reporting, states in (a): “The state board of accounts 

shall formulate, prescribe, and install a system of accounting and reporting in conformity with this chapter, 
which must comply with the following: (1) Be uniform for every public office and every public account of the 
same class and contain written standards that an entity that is subject to audit must observe. (2) Exhibit 
true accounts and detailed statements of funds collected, received, obligated, and expended for or on 
account of the public for any and every purpose whatever, and by all public officers, employees, or other 
individuals. (3) Show the receipt, use, and disposition of all public property and the income, if any, derived 
from the property. (4) Show all sources of public income and the amounts due and received from each 
source. (5) Show all receipts, vouchers, contracts, obligations, and other documents kept, or that may be 
required to be kept, to prove the validity of every transaction. The state board of accounts shall formulate 
or approve all statements and reports necessary for the internal administration of the office to which the 
statements and reports pertain. The state board of accounts shall approve all reports that are published or 
that are required to be filed in the office of state examiner. The state board of accounts shall from time to 
time make and enforce changes in the system and forms of accounting and reporting as necessary to 
conform to law.” 

 

 

IC 4-7-1-2, Powers and duties, states: “The comptroller shall do the following: (1) Keep and 
state all accounts between the state of Indiana and the United States, any state or territory, or any individual 
or public officer of this state indebted to the state or entrusted with the collection, disbursement, or 
management of any money, funds, or interest arising there from, belonging to the state, of every character 
and description whatsoever, when the money, funds, or interest is derivable from or payable into the state 
treasury.” And further states in (3): “Keep fair, clear, distinct, and separate accounts of all the revenues and 
incomes of the state and all expenditures, disbursements, and investments of the state, showing the 
particulars of every expenditure, disbursement, and investment.” 
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1.2.1 Definitions of Accounting Financial Statement Classifications 

1.2.2 Fund Types 

 
 

The State of Indiana Annual Comprehensive Financial Report (ACFR), as well as other reports, 
must be prepared in accordance with Generally Accepted Accounting Principles (GAAP), Financial 
Accounting Standards Board (FASB) statements, and Governmental Accounting Standards Board (GASB) 
statements. Currently, since not all PeopleSoft modules are required, certain State of Indiana financial 
records are maintained on a cash basis. Adjusting entries are made by the Comptroller staff in order to 
compile the ACFR. As more PeopleSoft modules are required, the State will move toward a full accrual 
system, which will increase the timeliness and accuracy of financial statements. 

 

 

Brief definitions of certain accounting terms are included in this section as an aid to a better 
understanding of certain entries into PeopleSoft. As we move toward a full accrual system, updates will 
include additional explanations as deemed necessary. 

• Asset – the financial value (economic benefit) of what is obtained (owned) or controlled (owed to) 
by a particular entity (the State of Indiana, in our case). Assets would include, but are not limited 
to, Cash, Accounts, Grants & Loans Receivable (owed to), and Capital Assets (owned). Asset 
account numbers begin with “1”. 

• Liability – future sacrifices of Assets; i.e. what is owed and, in all probability, will be paid to outside 
vendors, other governments, etc. This does not include encumbrances; a liability does not exist 
until the goods or services have been received. Liability account numbers begin with “2”. 

• Net Assets – total Assets less total Liabilities; in other words, the net worth of the entity. Net Asset 
(and fund balance) account numbers begin with a “3”. 

• Revenue – revenue is created when a receivable is entered. If revenue is received with no prior 
receivable, the matching entry is Cash. Revenue account numbers begin with a “4”. 

• Expenditure/Expense – a matching expenditure (governmental fund types) or expense (other fund 
types) is created at the same time as the related liability. Expenditure/expense account numbers 
begin with a “5”, except in the case of ID bills from internal service funds, which will begin with “6”. 

• Other Financing Sources/Uses – transfers, bond proceeds and payments, distributions, and other 
related items that should not be included as Revenues or Expenditures in governmental fund types. 
Other Financing Sources/Uses account numbers begin with a “7”. 

 

 

Within a government, funds are classified as Governmental, Proprietary and Fiduciary. Certain 
other units are established by state statute as Quasi-Agencies. 

Governmental funds -- general fund, capital projects funds, debt service funds, permanent funds; 
monies which may be spent for operating, construction and debt payments. Permanent fund interest, but 
not principal, may be spent. 

Proprietary funds -- internal service funds, enterprise funds -- internal service funds provide an at- 
cost service to the government; enterprise funds are self-supporting and provide service to citizens. 

Fiduciary funds -- pension trust, private-purpose trust, agency funds -- monies not belonging to the 
government, but held in a fiduciary capacity. 

1.2 ACCOUNTING THEORY 
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1.2.3 Double entry accounting 

1.3 PeopleSoft FINANCIAL SYSTEM 

1.3.1 PeopleSoft Chart field Structure 

Quasi-agencies -- established by statute to provide certain services to the government; these 
agencies have the option to establish their own operating rules and regulations, subject to approval by their 
respective board or commissions. They are not considered as part of the State of Indiana primary 
government but, in many cases, are component units of the State. 

 

 

The PeopleSoft financial system utilizes “double entry accounting”. This means that for every Debit 
(+) entry there is an equal Credit (-) entry. For most transactions, the other side of the entry is automatically 
made by the system, assuming the correct equivalent entry is made by the user. If you are not familiar with 
these terms the following T diagram will help you to determine whether a Debit (+) or Credit (-) entry should 
be entered in the system. Journal Entries (created in the General Ledger) require knowledge of both sides 
of the transaction. 

 
 DEBIT (DR +) CREDIT (CR -)   

Cash in (Increase in Cash) 
Asset (Billing of Receivables) 
Increase in Expenses/Expenditures 
Reduction (refund) of revenue 

Cash out (Decrease in Cash) 
Liabilities (amounts owed) 
Increase in Receipts/Revenues 
Reduction (refund) of expenses/expenditures 

 

As you will note from this table, if you are entering a receipt/revenue (4xxxxx), you would record it 
as a negative number and precede the dollar amount by a minus sign (-). If you are entering an 
expenditure/expense (5xxxxx), you would record it as a positive number but you would not need to enter a 
plus sign (+) as this is the default. 

 
 

 

On September 16, 2009, the State of Indiana implemented a statewide accounting system which 
was designed to provide a higher level of accountability to Hoosier taxpayers. This system, known as 
PeopleSoft Financials, will pull together financial data from all agencies in a more consistent manner, thus 
increasing the integrity of information statewide. 

 

 

Definitions of the major chart fields used in the PeopleSoft financial system are: 
 

• Business Unit (BU) -- the principal unit of financial accountability within State government; some 
large agencies may include several Business Units. 

• Fund (replaces fund center) -- the primary means within a Business Unit for tracking and relating 
specific sources and uses of revenues or budget authority. Funds are self-balancing sets of 
accounting records. Each Business Unit will have at least one fund, however most will have multiple 
funds, one for each State appropriation, Federal Granting Agency, or other source of spending 
authority. 

• Account -- used to classify specific transactions according to the nature of the receipt, expenditure 
or effect on the financial position of the fund or entity. 
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1.3.2 PeopleSoft Accounting Entries 

• Program -- a classification of an activity according to the purpose or objective of the activity. One 
initiative, PROBE, supported the identification of these activities and from the resulting report, 
Program values have been established. Program could be used to track other activities as well. 

• Department -- signifies the department incurring a cost; relates to HR department values. 
• Locality -- identifies a geographic location or area. 
• Product -- used to track costs of goods or services provided to other State Agencies by Internal 

Service funds. 
• Incident -- a transactional classification used to track costs associated with a particular event or 

activity, such as a hurricane or tornado, as determined by the Statewide Financial Policy Group. 
• Project -- an accumulation of costs for a definite period of time. Project is required for all federal 

grants and all construction projects. Within the Project module, the following chart fields are 
available: 

• Class – Class SUB used by DWD and FSSA on federal funds sent to outside sub recipients 
• Activity -- Functional Activity; Distributional Activity 

 Functional Activity -- assigned at the time the transaction is created to classify transactions for 
budgetary and/or reporting purposes. Activity RECIPNT used by most on funds sent to outside 
sub recipients. 

 Distributional Activity -- assigned in the Activity chart field on the new transactional lines 
generated in the Project module when the original transaction undergoes Funds Distribution. 

• Source Type -- provides State agencies with a chart field to be utilized to meet their external and 
internal reporting needs not satisfied by the Activity chart field. 
 Functional Source -- assigned at the time the transaction is created. The Functional Source 

Category chart field provides State Agencies with a chart field to be utilized to assist in properly 
recording time and labor in the Project Module. 

• Functional Source Subcategory -- assigned at the time the transaction is created. The 
Functional Source Subcategory chart field provides State agencies with an additional 
chart field to be utilized to assist in properly recording time and labor in the Project 
module in a lower level of detail than captured in the Functional Source Category. 

 Distributional Source Category -- assigned in the Source Subcategory chart field on the new 
transactional lines generated in the Project module when the original transaction undergoes 
Funds Distribution. The Distributional Source Category will allow agencies to capture a lower 
level of detail related to a funding source than the level captured in Source Category. 

• Analysis Type -- assigned to transactions within the Project module to communicate information 
related to the transaction such as the source of the transaction, what the transaction signifies and 
how the transaction should be treated within the system. 

 

 

The State of Indiana is taking measures to avoid accounting errors and reduce the risk of 
over/understating revenues and/or expenditures in the financial statements. In PeopleSoft, accounting 
entries are created a number of different ways: 

 
• Subsystem – A process called Journal Generator retrieves accounting entries from 

subsystems (AP, AR, AM, etc.) and creates Journal Entries that are processed and posted in 
General Ledger 

• Interface – Files are generated in a third-party software and loaded into PeopleSoft to create 
Journal Entries 
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1.3.3 Sharing of revenue or expenditure/expense on original entry 

1.3.4 “After the fact” distribution of Expense/Revenue 

1.4 EXAMPLES 

1.4.1 BU to BU “After the fact” Distribution of Expenditures 

• Online – Users manually enter and process Journal Entries on the pages provided in General 
Ledger. 

• Spreadsheet Import – Files are created in a delivered tool that uses Excel. The files are 
loaded into PeopleSoft and then can be accessed and processed the same as if they had been 
entered online. 

 
The source of the accounting entry should be considered if adjustments or corrections for reporting 

are needed. Typically, if an adjusting entry is needed to correct a transaction that was previously miscoded 
in a subsystem, the adjustment should be entered and generated from the subsystem. 

 

 

• Receipts (ROC) and Payments (AP Voucher) can be recorded to multiple Business Units 
and/or Funds on the original AP transaction. This process eliminates the necessity for 
numerous journal entries and is preferred if BU information is available. (See chapters 4 – 
revenues and 6 – expenditures for additional information. 

 
• Receipts are deposited with TOS by BU(1) on behalf of BU(2); 

 The Deposit transaction is initiated in PeopleSoft by BU(1) 
 The Deposit line distribution can be coded to BU(2) revenue account 

 
• A voucher is split for payment by more than one BU; 

 Voucher is initiated in the system by the recording BU; 
 Voucher line distributions can be coded to other Business Units, thereby assuring 

that the expense is made to the correct BU and Chart field string. 
 

 

As of July 1, 2010, Journal Vouchers (JV) in the AP module will no longer be used for adjustments 
to transactions originating in AP. All such adjustments should be made in the General Ledger (GL) module 
with a Journal Entry (JE). Detailed descriptions should be included in the entry with a reference to the 
original AP voucher. 

 
AR “After the Fact” Corrections should be made as described in section 1.4 and in chapter 4, 

Accounting for Revenues 
 
 

 

 

Example: BU 500 has paid a $10,000 bill for a consulting service which was shared with BU 505; 
it was impossible to determine the share to be paid by BU505 prior to the payment of the invoice. The 
invoice was paid from agency 500, fund 11410, account 531010. It was later determined that BU505’s 
share should be $2,000, to be charged to fund 16640  The Interunit Journal Entry to charge $2,000 to 
Agency 2 would be made as follows: 

 
Agency (BU) Fund Account DR (+) CR (-) 
00500 11410 531010  2,000 
00505 16640 531010 2,000  

 
Long Description on Header tab: To allocate share of APV00054254 (IBM Consulting) to BU00505. 
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1.4.2 “After the fact” Allocation of Expense to Federal Project 

1.4.3 Passing Federal Dollars to Another State Agency or Another Federal Program – 
“After the fact” Revenue Sharing 

The system will balance this entry by Business Unit and Fund with an equivalent entry to Cash. Users 
should not enter the cash lines shown here. 

 
00500 11410 111500 2.000  
00505 16640 111500  2,000 

 
Note: All required chart fields, such as Department, Program, and Budget Ref. are not shown in these 
examples. 

 
The expenditure for BU 500 has been reduced by $2,000; the expenditure for BU 505 has been 

increased. After both agencies have approved the transaction, it would route to the comptroller for 
approval and posting to the General Ledger 

 

 

Example: BU500 has purchased, and paid for from their general fund (11410), software costing 
$15,000, using account 555553. Based on a grant from the federal government, 50% of the cost is 
reimbursable by the grant, which is accounted for in fund 62130, Project #500MED08. 

 
If this information had been available at the time of payment, the allocation would have been made 

on the original voucher. Since it was not, and a change in the distribution of the amount will result, a JE in 
GL is utilized as illustrated: 

 
BU Fund Account Project DR (+)  CR (-)  

00500 11410 555553 N/A    7,500 
00500 62130 555553 500MED08  7,500   

 
Long Description on Header tab: To allocate 50% share of APV00054255 (Oracle) to federal project. 

 
Again, the system will balance this entry by Business Unit and Fund with an equivalent entry to 

Cash. Users should not enter the cash lines as shown here. 
 

00500 62130 111500 500MED08  7.500 
00500 11410 111500 N/A 7,500  

 
All required chart fields, such as Department, Program, and Budget Ref. are not shown in these 

examples. 
 

Note: When the reimbursement is received from the federal government, the grant revenue is 
credited (-) to the Project through the accounting lines in AR, as this is additional cash received by the state. 

 

 

Example: Federal Program 1 has received $1,000,000 from the related federal agency. The 
amount of $500,000 is to be transferred to either another State BU or another federal program. The 
originating project ID must be used by the recipient agency/program in order to trace the federal dollars 
(change the BU only). Again, both agencies must approve the GL JE before it is routed to the comptroller 
for posting. 

 
Agency (BU) Fund Account Project DR (+) CR (-) 
00500 62130 441000 500MED08 500.000  
00498 62240 441000 498MED08  500,000 
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1.4.4 Payments to Fiduciary Funds/Quasi-Agencies/Component Units from 
Governmental Funds 

1.4.5 Memo of Understanding (MOU) Between Agencies 

1.4.6 Allocation of Expenditure/Expense 

Long Description on Header tab: To move federal revenue from 00500 to 00498 as sub recipient project. 
 

The system will balance this entry by Business Unit and Fund with an equivalent entry to Cash. 
Users should not enter the cash lines. All required chart fields, such as Department, Program, and Budget 
Ref. are not shown in these examples. 

 
00500 62130 111500 500MED08  500.000 
00498 62240 111500 498MED08 500,000  

 
Note: With all of the above transactions, we have simply moved the revenue/expenditure from one 

fund/account to another. We have not increased (or decreased) the total revenue/expenditures of the state. 
 

 

State of Indiana Fiduciary Funds include PERF, TRF, State Police Pension, Child Support Fund 
and various payroll related funds. Quasi Agencies/Component Units include, but are not limited to, PERF, 
TRF, BMVC, IEDC, IFA, IN Bond Bank, and State Lottery Commission. 

 
A payment to these units is an expenditure of the state and revenue to the fiduciary or quasi unit 

and should be processed through Accounts Payable with a Voucher, just like any other payment to an 
outside vendor. Likewise, a payment from a fiduciary or quasi would be an expense of the fiduciary/quasi 
and revenue to the state and should be processed through an ROC with the Treasurer’s Office. 

 

 

A Memo of Understanding (MOU) may be created and approved by the State Budget Agency, as 
allowed by the Financial Management Circular pertaining to MOU’s, for the purpose of two or more State 
agencies to share goods or services. 

 
Example: BU 080 has an approved MOU with BU 050 to provide certain audit services not 

otherwise required by law. In accordance with the MOU, salaries of auditors for time spent on this project 
totaled $5,000. Keeping in mind that we do not want to overstate revenues or expenditures for the state as 
a whole, the following accounting entries could be made on a Journal Entry to the GL: 

 
BU Fund Account Department DR (+) CR (-) 
080 10750 511002 11000  $5,000 
050 10470 511002 11000 5,000  

 
The system will balance this entry by Business Unit and Fund with an equivalent entry to Cash. 

Users should not enter the cash lines. All required chart fields, such as Department, Program, and Budget 
Ref. are not shown in these examples. 

 

 

The most common use of the allocation is allocation of payroll expense to funds/projects other than 
the original payroll posting, which is automatically posted from the GEAC payroll system to the PeopleSoft 
General Ledger. Universal use of PeopleSoft Time and Labor eventually will eliminate the necessity for 
these allocations. 

 
The original transaction in PeopleSoft is made to the GL; the allocation will be made also as a GL 

Journal Entry, by reducing the expense (CR -) in the original fund, department, and other chart fields (if 
applicable), and increasing the expense (DR +) in the correct chart fields. This is similar to the process in 
effect prior to PeopleSoft. 
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1.4.7 Allocation of Prior Year Expenses 

1.4.8 Passing Federal Dollars to Outside Sub-recipient 

The system will balance this entry by Business Unit and Fund with an equivalent entry to Cash. 
Users should not enter the cash lines. 

 

 

Whenever possible, allocations should be processed in the year affected. However, allocations for 
some expenditures which occur late in the fiscal year may not be easily identified until after the fiscal year 
(including budget year) has been closed. After this budget close, adjustments cannot be made to the prior 
year. Hence, such allocations must be made in the current year. 

 
Example: BU 510 has payroll allocations from June 2010 to move certain payroll expenditures to 

other funds and projects. 
 

The Journal Entry would be made as follows: 
 

Agency (BU) Fund Account Project DR (+) CR (-) 
00510 15950 510100   7,500 
00510 62410 510100 510UI650 7,500  

 
Long Description on Header tab: To allocate payroll to federal project. 

 
Note: All required chart fields, such as Department, Program, and Budget Ref. are not shown in 

these examples. 
 

 

Outside entity is a local unit of government, not-for-profit, or quasi-state agency. Transactions of 
this nature will be processed through Accounts Payable with a Voucher just like any other payment to an 
outside vendor. 

 
Example 1 -- BU 500 remits $500,000 from a reimbursable federal grant to Good County; the 

distribution would be an expense of the grant project at the State level and revenue to the county. 
 

Grant revenue to the project is credited when the reimbursement is received from the federal 
government. 

 
Distribution to outside unit: 

 
Agency Fund Account Project DR (+) CR (-) 
00500 62130 580190 ` 500MED08 500,000  

 
Receipt of federal reimbursement: 

 
00500 62130 441000 500MED08 500,000 

 
Example 2 – BU 500 remits $500,000 from an advance federal grant to Good County; the 

distribution, also an advance, would be a prepaid expense (+) of the grant project at the State level and a 
revenue to the county. As expenses are accounted for, the prepaid amount would be moved to an expense 
(+). 

 
BU Fund Account Project DR (+) CR (-) 
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1.4.9 ID Bills for Products/Services Rendered 

1.4.10 PEN Products Purchases – State Printing 

1.4.11 Movement of State Funds to Federal Funds 

Advance to outside unit: 
 

00500 62130 191000 500MED08 500,000 
 

Movement of prepaid expense to expense: 
 

00500 62130 580235 500MED08 500,000  
00500 62130 191000 500MED08  500,000 

 
Note: When federal grants are passed to an outside sub recipient unit, the Project Activity 

RECIPNT should be selected (unless other procedures have been approved by the Enterprise Governance 
Review Board and Steering Committee). 

 

 

ID Bills should be used ONLY by certain Internal Service Funds (ISF) billing for products or services 
to another Business Unit. The approved Internal Service Funds include: 

 
 Institutional Industries (PEN Products) 
 Information Technology Services (Indiana Office of Technology) 
 Motor Pool Rotary Fund (Department of Administration) 
 Printing Rotary Fund (Department of Administration) 
 State Mailing (Department of Administration) 
 Aviation Rotary Fund (State Police) 
 Various self-insurance funds (ISP Health Insurance, Employee Disability, Employee Health 

Insurance, Conservation and Excise Officers Health Insurance) 
 Human Resources (State Personnel Department) 
 Accounting Centralization (State Budget) 

 
For most ISF’s, ID Bills will be a Journal Entry, initiated and processed by the internal service fund, 

debiting (+) the expense account 65xxxx for the business unit being billed and crediting (-) the revenue 
account 64xxxx in the internal service fund. PEN Products is currently the only exception. PEN will use a 
process that includes ePro and Accounts Payable to settle their ID Bill charges with other agencies (See 
section 1.4.10 for more information about PEN Products procurement). Agencies receiving the benefit of 
goods or services from an ISF should submit the default Chart fields to each internal service fund provider 
for the charges they expect to incur. No Inter Unit approval is necessary. All ID bills will be routed directly 
to the comptroller for approval and posting. If the business unit billed discovers an error or has a 
complaint, a grievance should be filed with the internal service fund. 

 

 

All purchases from PEN Products should be processed through ePro and paid through Accounts 
Payable. Accounts beginning with “6” will be used for these transactions. These accounts should be used 
for all ID bill transactions beginning with the requisition, PO, and through the ID bill. PEN will assist you 
with selection of the proper account. 

 
The State has contracted with a vendor to manage all printing requisitions from state agencies. 

The vendor either accepts the job and bills the agency or bids it out to outside vendors. In the case of an 
outside vendor completing the print job, the State contracted vendor pays the vendor and then bills the 
agency. 
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1.4.12 AR – ROC and Chart field Error Corrections 

State appropriations will initially be recorded in a state legal fund which is established by state 
statute. Individual BUs will not process these transfer transactions; these will be processed by SBA 
staff. 

 
As the revenue must be shown in the State fund, rather than reducing revenue in that fund and 

adding to revenue in the federal fund, a transfer account is used. These accounts begin with ‘74’. 
 

Example: BU500 is required to provide a state match in the amount of $500,000 for a federal grant, 
which is accounted for in fund 62130, project #500MED08. Appropriations/allotments have been recorded 
in fund 11410; $500,000 must be moved to the federal project. Using transfer in/out accounts, the amount 
is moved, retaining the original revenue in the state legal fund. 

 
BU Fund Account Project DR (+) CR (-) 
00500 62130 740110 500MED08 500,000  
00500 11410 750115   500,000 

 
The system will balance this entry by Business Unit and Fund with an equivalent entry to Cash. 

Users should not enter the cash lines. All required chart fields, such as Department, Program, and Budget 
Ref. are not shown in these examples. 

 
00500 62130 111500 500MED08  $500.000 
00500 11410 111500 AUD 500,000  

 

 
If, after a deposit or related chart field entries are approved and posted, an error is discovered, 

either in the accounting entries or the total deposit, the correction should be made in Accounts Receivable. 
For detail on these entries, see Chapter 4, Accounting for Revenues. 
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INTERNAL CONTROL 

CHAPTER 2 
 
 

 

 SCOPE  
 

An internal control system is critical to an entity (agency, division, department, or program) for 
keeping on course in achieving its organizational objectives. This chapter uses the five Components and 
17 Principles of Internal Control that were developed by the Unities States Government Accountability 
Office as part of the Standards for Internal Control for the Federal Government, also known as the “Green 
Book”, and adapts them for use by the State of Indiana. This chapter is designed to acquaint agency 
personnel with the importance of internal control in their day-to-day operations. Managers for the State of 
Indiana can find more extensive guidance for establishing controls within the entity at 
www.gao.gov/greenbook/overview. 
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2.2 WHY REQUIRE INTERNAL CONTROLS? 

2.2.1 Good Management Practice 

2.2.2 Ensure Performance 

2.2.3 Increase Accountability 

 
 

Authority is given to the Office of Management and Budget to require an internal control system to 
be established and maintained in state agencies and instrumentalities in these statutes. 

IC 4-3-22-8, Duties; review and development of policies and proposals, states: “The OMB 
shall assist and represent the governor in the development and review of all policy, legislative, and 
rulemaking proposals affecting capital budgeting, procurement, e-government, and other matters related to 
fiscal management.” 

 
IC 4-3-22-14, Agencies and instrumentalities; required compliance and cooperation, states: 

“All instrumentalities, agencies, authorities, boards, commissions, and officers of the executive, including 
the administrative department of state government, and all bodies corporate and politic established as 
instrumentalities of the state shall: (1) comply with the policies and procedures related to fiscal 
management that are established by the OMB and approved by the governor; and (2) cooperate with and 
provide assistance to the OMB.” 

 
IC 4-3-22-15, Agencies; accountability; compliance with statutory requirements, states: “All 

state agencies (as defined in IC 4-12-1-2) shall, in addition to complying with all statutory duties applicable 
to state purchasing, be accountable to the OMB for adherence to policies, procedures, and spending 
controls established by the OMB and approved by the governor.” 

 
 

 

 

Our state agencies exist to achieve a mission and accomplish certain goals and objectives. The 
overall purpose of internal control is to help each department achieve its mission. An effective internal 
control system helps an agency (or department) to: 

 
• Promote orderly, economical, efficient and effective operations. 
• Produce quality products and services consistent with the department's mission. 
• Safeguard resources against loss due to waste, abuse, mismanagement, errors and fraud. 
• Promote adherence to statutes, regulations, bulletins and procedures. 
• Develop and maintain reliable financial and management data, and accurately report that data 

in a timely manner. 
 
 

 
Internal control is the integration of the activities, plans, attitudes, policies, and efforts of the people 

of an agency/department working together to provide reasonable assurance that the agency/department 
will achieve its mission. Part of the mission of the agency/department is always to operate as efficiently 
and effectively as possible, ensuring the best use of the taxpayers’ money. 

 

 

Public sector managers are responsible for managing the resources entrusted to them to administer 
government programs. A major factor in fulfilling this responsibility is ensuring that adequate controls exist. 
Public officials, legislators, and taxpayers are entitled to know whether government agencies are properly 
administering funds and complying with laws and regulations. They need to know whether government 

2.1 STATUTORY AUTHORITY 
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2.2.4 Safeguard Scarce Resources 

2.2.5 Deter Fraud and Abuse 

2.2.6 Meet Legal Requirements 

2.3 COMPONENTS OF INTERNAL CONTROL 

2.3.1 Component #1: Control Environment 

Principle 1. Demonstrate Commitment to Integrity and Ethical Values 2.3.1.1 

organizations, programs, and services are achieving the purposes for which they were authorized and 
intended. 

 
Officials and employees who manage programs must be accountable to the public. Frequently 

specified by statute, this concept of accountability is intrinsic to the governing process of our state. 
 

 

Management should protect the department's equipment, information, documents and other 
resources that could be wrongfully used, damaged or stolen by limiting access to authorized individuals 
only and by instituting adequate controls and approvals. 

 
 

 
Most cases of fraud in governmental units is a direct result of a lack of internal control in the 

agency/department. An employee with too much access to certain systems and no oversight can divert 
valuable resources, such as cash, to sources outside the government, thus committing fraud. 

 
 

 
Programs administered by governmental units are subject to a wide array of laws, regulations, and 

required procedures. A well maintained internal control system will help to insure that applicable 
requirements are followed. 

 
 

 

Following are brief descriptions of the Components and Principles of Internal Control. See the full 
Green Book for more detailed information. 

 

 

Management and employees should establish and maintain an environment throughout the 
organization that sets a positive and supportive attitude toward internal control and conscientious 
management. Five of the seventeen principles of internal control pertain to the control environment: 

 

 

A responsibility of management is to establish, communicate, and demonstrate the integrity and 
ethical values of an agency/department. 

 
Through human resource policies and practices, management communicates its expected levels 

of integrity, ethical behavior, and competence. Hiring practices, orientation, training, evaluation, 
counseling, promoting, compensating, and remedial actions influence the Control Environment. 

http://www.gao.gov/greenbook/overview
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Principle 2. Oversee the Entity’s Internal Control System 2.3.1.2 

Principle 3. Organizational Structure - Assignment of Authority and 2.3.1.3 
Responsibility 

Principle 4. Commitment to Competence 2.3.1.4 

Principle 5. Evaluate Performance and Hold Individuals Accountable 2.3.1.5 

2.3.2 Component #2: Risk Assessment 

Principle 6. Define Objectives Clearly to Enable Risk Identification 2.3.2.1 

Tone at the top determines the degree of risk the entity is willing to take and management’s 
philosophy towards performance-based management. The attitude of management toward reporting, 
information technology and accounting functions, and responsiveness to audits and evaluations play a big 
part in this component. 

 

 

Management establishes, with board oversight, structures, reporting lines, and appropriate 
authorities and responsibilities in the pursuit of objectives. The oversight body oversees management's 
design, implementation, and operation of the entity’s internal control system. 

 

 
Management’s framework for planning, leading and controlling operations to achieve the entity’s 

objectives should define key areas of authority/responsibility and establish lines of reporting. Policies must 
be communicated to ensure that staff members are aware of their duties and responsibilities, understand 
how their individual actions interrelate and contribute to the department’s objectives, and recognize how 
and for what they will be held accountable. The assignment of authority and responsibility, thus making 
individuals accountable for their performance, affects the initiative of employees. 

 

 

Management should demonstrate a commitment to recruit, develop, and retain competent 
individuals. Although management is responsible for hiring staff with adequate competencies to perform 
duties required, it is the employee’s responsibility to perform up to his/her level of competency. 

 

 

Individuals are held accountable for their internal control responsibilities through a recognized, 
understood structure which includes corrective action procedures. Additionally, management evaluates for 
excessive pressures on personnel and adjusts these pressures accordingly. 

 
 

 

Risk is the possibility that an event will occur and adversely affect the achievement of objectives. 
Risk assessment is the process used to identify and assess internal and external risks to the achievement 
of objectives, and then establish risk tolerances. Each identified risk is evaluated in terms of its impact and 
likelihood of occurrence. Overall, risk assessment is the basis for determining how risk will be managed. 

 
Risk assessment can serve management in two directions. Operations improve because risk 

assessment assumes sound planning and the systematic setting of objectives. Internal control within the 
management control system is strengthened as activities are evaluated for risk. In the process, an agency 
is likely to improve both its services and its public image. Four of the seventeen principles of internal control 
apply to risk assessment: 

 



6  

Principle 7. Identify, Analyze, and Respond to Risks 2.3.2.2 

Principle 8. Consider Potential for Fraud 2.3.2.3 

Management should define objectives clearly to enable the identification of risks and define risk 
tolerances. Objectives defined in clear terms will include information such as: who is to achieve the 
objective, how the objective will be achieved, and when the objective will be achieved. 

 
Two circumstance, change and inherent risk, are most likely to threaten the achievement of 

objectives. Some examples of change that must be closely monitored, are: 
• Personnel changes 
• Regulatory changes 
• New information systems and technology 
• New programs or services; expansion of operations 
• Reorganizations with or between departments 

 
Examples of inherent risk (due to the nature of the process): 

• Loss from fraud, waste, unauthorized use, or misappropriation – ex. Loss of cash 
• Complexity of a program or activity 
• Third part beneficiaries attempt to obtain benefits for unrendered services 
• Prior record of control weakness; failure to remedy control weakness identified by auditors 

 

 

Management should identify, analyze, and respond to risks related to achieving the defined 
objectives. Management identifies risks to the achievement of the entity's objectives across the unit as a 
whole and within each office or department. Analysis of risk through determination of objective measures 
and variance tolerances is the basis for determining how the risks should be managed. 

 
After risks are identified, they need to be evaluated in terms of: 

 
• Likelihood -The probability that the unfavorable event would occur if there were no (or limited) 

internal controls to prevent or reduce the risk. 
• Impact (or Significance) -A measure of the magnitude of the effect to a department if the 

unfavorable event were to occur. 
 

The response to risk is selected from the following: 
 

• Acceptance - No action is taken to respond to the risk based on the insignificance of the risk. 
• Avoidance - Action is taken to stop the operational process or the part of the operational 

process causing the risk. 
• Reduction - Action is taken to reduce the likelihood or magnitude of the risk. 
• Sharing - Action is taken to transfer or share risks across the entity or with external parties, 

such as insuring against losses. 
 

 

Management considers the potential for fraud in assessing risks to the achievement of objectives. 
Types of fraud are as follows: 
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Principle 9. Identify, Analyze, and Respond to Significant Changes 2.3.2.4 

2.3.3 Component #3: Control Activities 

Principle 10. Select and Develop Control Activities to Mitigate Risks 2.3.3.1 

• Fraudulent financial reporting - Intentional misstatements or omissions of amounts or 
disclosures in financial statements to deceive financial statement users. This could include 
intentional alteration of accounting records, misrepresentation of transactions, or intentional 
misapplication of accounting principles. 

• Misappropriation of assets - Theft of an entity’s assets. This could include theft of property, 
embezzlement of receipts, or fraudulent payments. 

• Corruption - Bribery and other illegal acts. 
 

As a part of this analysis, fraud risk factors are identified: pressure, opportunity, and rationalization. 
Management analyzes and responds to identified fraud risks so that they are effectively mitigated. The 
response to fraud risk exercises the same process used for all analyzed risks. 

 

 

Management should identify, analyze, and respond to significant changes that could impact the 
internal control system. Internal control is a process, and part of that process is the responsibility for 
management to be continually aware of changes, both external and internal, that could affect the 
achievement of the political subdivision's objectives. Those changes should be analyzed for both their 
immediate effect and for any future impact. Management would then determine any modifications needed 
in the internal control process to adapt to these changes. 

 
 

 

Control Activities are tools - policies, procedures, techniques, and mechanisms - that help 
identify, prevent or reduce the risks that can impede accomplishment of the department's objectives. They 
are essential for proper stewardship and accountability of government resources and for achieving effective 
and efficient program results. 

 
Many different Control Activities can be used to counter the risks that threaten a department's 

success. Most Control Activities, however, can be grouped into two categories: 
 

• Prevention activities are designed to deter the occurrence of an undesirable event. The 
development of these controls involves predicting potential problems before they occur and 
implementing ways to avoid them. 

• Detection activities are designed to identify undesirable events that do occur, and alert 
management about what has happened. This enables management to take corrective action 
promptly. 

Three of the seventeen principles of internal control apply to control activities: 
 

 

Management should design control activities to achieve objectives and respond to risks. Control 
activities are designed to fulfill defined responsibilities and address identified risks. An evaluation of the 
purpose of the control activity is performed as well as an evaluation of the effect a deficiency would have 
on objectives. Control activities may be either automated or manual. 
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Principle 12. Deploy Control Activities through Policies and Procedures 2.3.3.3 

Types of Control Activities 2.3.3.4 

 
 

Management should design the entity’s information system and related control activities to achieve 
objectives and respond to risks. Control activities are designed to support the completeness, accuracy, 
and validity of information processing by technology including the design of security management. 
Management evaluates changes to systems and updates control activities in response. For example: 

 
• Disaster Recovery ensures that critical accounting information will be processed in the event 

of interruption of computer processing capacity. 
 

• Back-Up Processing provides for accounting information to be backed up on a periodic basis 
sufficient to allow restoration of the information in a timely manner. 

 
• Physical Security protects the computer system and the associated telecommunications 

equipment from environmental damage and unauthorized access. 
 

• Logical Security requires access to accounting information and processes be controlled by 
operating system software and by the computerized accounting application through user 
identification codes and passwords. 

 
• Change Controls are internal controls over changes made to the accounting system's computer 

programs. 
 

• Audit Trails allow for sufficient documentation to trace all transactions from the original source 
of entry into the system, through all system process, and to the results produced by the system. 

 
• Input Controls provide input edits and controls to assure that information entered into the 

system is accurate, that all appropriate information is entered into the system. 
 

• Segregation of Duties can be achieved within information technology systems by appropriate 
assignment of security profiles that define the data the users can access and the functions they 
can perform. 

 
• Output Controls are features that assure all accounting information is reported accurately and 

completely. 
 

• Interface Controls allow for Information generated in one computer application system to be 
transferred to another computer application system accurately and completely. 

 
• Internal Processing provides written verification procedures and actual verification results that 

document accurate calculating, summarizing, categorizing, and updating of accounting 
information on a periodic basis. 

 

 

Management should implement control activities through policies that establish what is expected 
and procedures that put policies into action. Management determines the policies necessary to address 
the objectives and related risks for the operational process. Further defined policies through day-to-day 
procedures may be warranted. These policies are periodically reviewed for continued relevance and 
effectiveness. 

 

Principle 11. Select and Develop Control Activities over Technology 2.3.3.2 
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Documentation 
 

Documentation of transactions should enable managers to trace each transaction from its 
inception through its completion. This means the entire life cycle of the transaction should be recorded, 
including: (1) its initiation and authorization; (2) its progress through all stages of processing; and (3) its 
final classification in summary records. 

 
Documentation of policies and procedures is critical to the daily operations of a department. 

These documents set forth the fundamental framework and the underlying methods and processes all 
employees rely on to do their jobs. They provide specific direction to and help form the basis for decisions 
made every day by employees. Without this framework of understanding by employees, conflict can occur, 
poor decisions can be made, and serious harm can be done to the department’s reputation. Further, the 
efficiency and effectiveness of operations can be adversely affected. 

 
Approval and Authorization 

 
Approval and authorization is the confirmation or sanction of employee decisions, events or 

transactions based on a review. Management should determine which items require approval based on 
the level of risk to the department without such approval. Management should clearly document its approval 
requirements and ensure that employees obtain approvals in all situations where management has decided 
they are necessary. 

 
Authorization is the power management grants employees to carry out certain duties, based on 

approval received from supervisors. Authorization is a control activity designed to ensure events or 
transactions are initiated and executed by those designated by management. Management should ensure 
that the conditions and terms of authorizations are clearly documented and communicated, and that 
significant transactions are approved and executed only by persons acting within the scope of their 
authority. 

 
Verification/Reconciliation 

 

Verification (or reconciliation) is the determination of the completeness, accuracy, authenticity 
and/or validity of transactions, events or information. It is a control activity that enables management to 
ensure activities are being performed in accordance with directives. The list below offers some examples 
of verification and reconciliation: 

 
• Reviewing vendor invoices for accuracy by comparing to purchase orders and contracts. 
• Comparing cash receipts transactions to a cash receipts log and tracing to bank deposit 

records. 
• Reviewing and verifying a participant’s eligibility for State program services. 
• Reconciling a department’s cash records to bank statements or other required records. 

 
Separation of Duties 

 
Separation of duties is the division or segregation of key duties and responsibilities among different 

people to reduce the opportunities for any individual to be in a position to commit and conceal errors, 
intentional or unintentional, or perpetrate fraud in the normal course of their duties. The fundamental 
premise of segregated duties is that different personnel should perform the functions of initiation, 
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authorization, record keeping, and custody. No one individual should control or perform all key aspects of 
a transaction or event. These are called incompatible duties when performed by the same individual. The 
following are examples of incompatible duties. 

 
• Individuals responsible for data entry of payment vouchers should not be responsible for 

approving these documents. 
• Individuals responsible for acknowledging the receipt of goods or services should not also be 

responsible for purchasing approvals or payment activities. 
• Managers should review and approve payroll expenses and time sheets before data entry, but 

should not be involved in preparing payroll transactions. 
• Individuals performing physical inventory counts should not be involved in maintaining 

inventory records nor authorize withdrawals of items maintained in inventory. 
• Individuals receiving cash into the office should not be involved in recording bank deposits in 

the accounting records. 
• Individuals receiving revenue or making deposits should not be involved in reconciling the bank 

accounts. 
 

Safeguarding of Assets 
 

Safeguarding of assets involves restricting access to resources and information to help reduce the 
risk of unauthorized use or loss. Management should decide which resources should be safeguarded and 
to what extent, making these decisions based on the vulnerability of the items being secured and the 
likelihood of loss. 

 
Supervision 

 
Supervision is the ongoing oversight, management and guidance of an activity by designated 

employees to help ensure the results of the activity achieve the established objectives. Those with the 
responsibility for supervision should: 

• Assign tasks and establish written procedures for completing assignments. 
• Systematically review each staff member's work. 
• Approve work at critical points to ensure quality and accuracy. 
• Provide guidance and training when necessary. 
• Provide documentation of supervision and review (for example, initialing examined work). 

 
Reporting 

 
Effective and accurate reporting is a means of conveying information. It serves as a control when 

it provides information on issues such as timely achievement of goals, financial position and employee 
concerns. Reporting also helps to promote accountability for actions and decisions. The list below offers 
some examples of effective and accurate reporting: 

 
• Project status reports to alert management to potential cost or time overruns. 
• Reports to monitor employee leave balances, position vacancies and staff turnover to 

determine effectiveness of workplace and employment practices. 
• The State’s Annual Comprehensive Financial Report (ACFR) issued for the public’s review of 

Indiana’s financial performance and position. 
• Various financial and progress reports required by federal and other grantors, including the 2 

CFR 200 Schedule of Expenditures of Federal Awards. 
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Principle 13. Use Quality Information 2.3.4.1 

Principle 14. Communicate Internally 2.3.4.2 

Principle 15. Communicate Externally 2.3.4.3 

 
 

Relevant information from both internal and external sources is necessary to support the 
functioning of the other components of internal control. Communication is the continual process of 
providing, sharing, and obtaining necessary information. Internal communication enables personnel to 
receive a clear message that control responsibilities are taken seriously by the organization. External 
communication enables relevant outside information to be internalized and internal information to be 
clearly communicated to external parties. Three of the seventeen principles of internal control apply to 
monitoring activities: 

 

 

Information should be recorded and communicated to management and others within the 
organization who need it and in a form and within a time frame that enables them to carry out their Internal 
Control Activities and other responsibilities. Information should be appropriate, current, complete, accurate, 
accessible, and timely. 

 
Managers need operational and financial data to determine whether they are meeting their 

department’s strategic and annual performance plans and if they are meeting their goals of accountability 
for effective and efficient use of resources. Effective management of information technology is critical to 
achieving useful, reliable, and accurate recording and communication of information. 

 

 

Effective communications should occur in a broad sense with information flowing down, across, 
and up the department. Appropriate communication methods consider the audience, nature of the 
information, availability, cost, and any legal or regulatory requirements. Management should establish 
communication channels that: 

 
• Provide timely information. 
• Inform employees of their duties and responsibilities. 
• Enable the reporting of sensitive matters, including fraudulent or unethical behaviors. 
• Enable employees to provide suggestions for improvement. 
• Provide the information necessary for all employees to carry out their responsibilities 

effectively. 
• Convey top management's message that internal control responsibilities are important and 

should be taken seriously. 
• Convey and enable communication with external parties. 

 

 

Management identifies external parties and communicates relevant information. Appropriate 
communication methods are developed and should include the same consideration as outlined for internal 
communication. 

2.3.4 Component #4: Communication and Information 
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Principle 16. Establish and Operate Monitoring Activities 2.3.5.1 

Principle 17. Evaluate Issues and Remediate Deficiencies 2.3.5.2 

2.4 FINANCIAL SYSTEM CONTROL ACTIVITIES 

 
 

Since internal control is a dynamic process that has to be adapted continually to the risks and 
changes an entity faces, monitoring of the internal control system is essential in helping internal control 
remain aligned with changing objectives, environment, laws, resources, and risks. Internal control 
monitoring assesses the quality of performance over time and promptly resolves the findings of audits 
and other reviews. Corrective actions are a necessary complement to control activities in order to achieve 
objectives. Two of the seventeen principles of internal control apply to monitoring activities: 

 

 

Management should establish and operate monitoring activities to monitor the internal control 
system and evaluate the results. 

 
A baseline of the current state of the internal control system is compared against the original design 

of the internal control system. The baseline consists of issues and deficiencies identified in the internal 
control system. The results of the monitoring process are evaluated and documented. 

 
Evaluations are used to determine whether each of the five components of internal control is 

present and functioning. These evaluations may be conducted on an ongoing or periodic basis. The 
criteria used are developed by the oversight body, elected officials, management, governing boards, or 
recognized standard-setting bodies or regulators. 

 
 

 

Management establishes a mechanism for personnel to report internal control issues identified 
while performing their responsibilities. These issues are documented and evaluated. Management should 
remediate identified internal control deficiencies on a timely basis. 

 
Monitoring of internal control should include policies and procedures for ensuring that the findings 

of audits and other reviews are promptly resolved. Managers are to (1) promptly evaluate findings from 
audits and other reviews, including those showing deficiencies and recommendations reported by auditors 
and others who evaluate the department’s operations; (2) determine proper actions in response to findings 
and recommendations from audits and reviews; and (3) complete, within established timeframes, all actions 
that correct or otherwise resolve the matters brought to management’s attention. The resolution process 
begins when audit or other review results are reported to management and is completed only after action 
has been taken that corrects identified deficiencies, produces improvements, or demonstrates that findings 
and recommendations do not warrant management action. 

 
 

 

Separation of duties and approval control activities as described in Component #3, Control 
Activities (section 2.3.3) have been applied to the PeopleSoft Financials accounting system by the use of 
“roles” with limited access to the system. Prior to the implementation of PeopleSoft, a user might have 
been able to perform incompatible duties such as described in section 2.3.3.4. Users are not given roles 

2.3.5 Component #5: Monitoring 
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2.5 LIMITATIONS OF INTERNAL CONTROL 

2.5.1 Costs vs. Benefits 

2.5.2 Judgment 

2.5.3 Breakdowns 

2.5.4 Collusion 

that might enable them to both enter and approve a transaction. In the event that incompatible roles may 
inadvertently be present, the “entry vs. approval” roles are constantly reviewed and changes made when 
necessary. After agency entry and approval, most transactions are then routed to an Comptroller approver 
for an additional review. 

 
It is critical that an agency approver, whether it be approval of a deposit, payment, journal entry or 

asset entry, be cognizant of the various funds, accounts, departments and programs of his/her agency in 
order that incorrect entries be returned to the entry staff for correction prior to approval. It is not the 
responsibility of the comptroller staff to be aware of all operations within an agency and how they should 
be recorded. 

 
A list of PeopleSoft roles, and the definition of each, can be found in PeopleSoft Financials by 

following the path: Main Menu>PeopleTools>Security>Permissions & Roles>Roles. 
 
 

 

Internal controls, no matter how well designed and operated, provide only reasonable assurance 
to management regarding the achievement of a department’s objectives. Certain limitations are inherent 
in all internal control systems. Despite these limitations, the reasonable assurance that internal control 
does provide enables a department to focus on reaching its objectives while minimizing undesirable events. 

 

 

Prohibitive cost can prevent management from implementing an ideal internal control system. 
Management will occasionally accept certain risks because the cost of preventing such risks cannot be 
justified. Furthermore, more control activities are not necessarily better in an effective internal control 
system. Not only can the cost of excessive or redundant controls exceed the benefits, but this may also 
affect staff’s perceptions on controls. If they consider internal controls as obstructions to work processes 
or “red tape”, this negative view could adversely affect their overall regard for internal controls. 

 

 
The effectiveness of an internal control system is limited by the realities of human weakness in 

making decisions. Decisions must often be made under the pressures of time constraints, based on limited 
information at hand, and relying on human judgment. Additionally, management may fail to anticipate 
certain risks and thus fail to design and implement appropriate controls. 

 

 
Even well-designed internal control systems can break down. Personnel may misunderstand 

instructions or make errors in judgment, or they may commit errors due to carelessness, distraction, or 
fatigue. 
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2.5.5 Management Override 

2.6 DOCUMENTATION OF INTERNAL CONTROLS 

The collusive activities of two or more individuals can result in internal control failures. Individuals 
acting collectively to perpetrate and conceal an action from detection often can alter financial data or other 
management information in a manner that circumvents control activities and is not identified by the system 
of internal control. 

 

 
An internal control system can only be as effective as the people who are responsible for its 

functioning. Management has the capability to override the system. “Management override” means 
overruling or circumventing prescribed policies or procedures for illegitimate purposes – such as personal 
gain or an enhanced presentation of a department’s financial condition or compliance status. Management 
override should not be confused with “management intervention”, which represents management’s actions 
to depart from prescribed policies or procedures for legitimate purposes. Management intervention is 
necessary to deal with non-recurring and non-standard transactions or events that otherwise might be 
handled inappropriately. 

 
 

 
 

Documentation is a necessary part of an effective internal control system. The level and nature 
of documentation vary based on the size of the entity and the complexity of the operational processes the 
entity performs. Management must use judgment in determining the extent of documentation that is 
needed. Documentation is required to demonstrate the design, implementation, and operating 
effectiveness of an entity’s internal control system. The Green Book includes minimum documentation 
requirements as follows: 

 
• If management determines that a principle is not relevant, management supports that 

determination with documentation that includes the rationale of how, in the absence of that 
principle, the associated component could be designed, implemented, and operated effectively. 

• Management develops and maintains documentation of its internal control system. 
• Management documents in policies the internal control responsibilities of the organization. 
• Management evaluates and documents the results of ongoing monitoring and separate 

evaluations to identify internal control issues. 
• Management evaluates and documents internal control issues and determines appropriate 

corrective actions for internal control deficiencies on a timely basis. 
• Management completes and documents corrective actions to remediate internal control 

deficiencies on a timely basis. 
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IC 4-12-1-1, The Budget Agency, states in part: “(a) This chapter shall be known and may be cited 

as the budget agency law. (b) Its general purposes and policies may be perceived only from the entire 
chapter, but among them are four (4) of particular significance, namely: (1) Vesting in the budget agency 
duties and functions and rights and powers which make the execution and administration of all 
appropriations made by law the exclusive prerogative and authority of that agency, and otherwise denying 
such prerogative and authority to the budget committee.” 

 
IC 4-12-1-6, State agencies; forms; reporting statistical data and information for budget bill 

or report, states in part: “When requested so to do by the governor, or by the budget director, other 
agencies of the state shall assist the budget agency in the effective discharge of its duties and functions.” 

 
IC 4-9.1-1-7 relating to the Board of Finance states: “(a) The board may transfer money between 

state funds, and the board may transfer money between appropriations for any board, department, 
commission, office, or benevolent or penal institution of the state. After the transfer is made the money of 
the fund or appropriation transferred is not available to the fund or the board, department, commission, 
office, or benevolent or penal institution from which it was transferred. (b) In addition to a transfer under 
subsection (a), the board may transfer money from an appropriation for any board, department, commission, 
office, or benevolent or penal institution of the state to the Indiana economic development corporation. (c) 
An order by the board to make a transfer under this section is sufficient authority for the making of 
appropriate entries showing the transfer on the books of the comptroller and treasurer of state. (d) The 
authority given the board under this section to make transfers does not apply to trust funds. For the 
purposes of this section, "trust fund" means a fund which by the constitution or by statute has been 
designated as a trust fund or a fund which has been determined by the board to be a trust fund.” 
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3.2.1 Appropriation 

3.2.2 Allotment 

3.2.3 Pre-Encumbrance 

3.2.4 Encumbrance 

3.2.5 Fund Control Codes 

 
 

The primary purpose of budgetary accounting is to control the availability of funds for expenditure by 
agencies. Budgetary accounting provides the information necessary to administer and monitor the budget. 
The PeopleSoft financial accounting system provides information, through certain reports run by the 
comptroller and stored in the Alchemy system, about the status of individual fund budgets and remaining 
balances in the categories defined below. 

 
 

 
Appropriation is the amount authorized by the State Legislature for use throughout the fiscal year for 

purposes specified. The Budget Committee and the Board of Finance are empowered to adjust or transfer 
appropriations throughout the fiscal year. 

 
 

 
Allotment is a transaction recorded by the State Budget Agency (SBA) to make appropriations 

available for agency spending. Appropriations cannot be spent unless allotted by the Budget Agency. 
 
 

 
A pre-encumbrance is the commitment or obligation incurred by issuance of a requisition for goods 

or services as processed in PeopleSoft ePro. Pre-encumbrances reduce the allotment balance available for 
expenditure. A pre-encumbrance is not recognized as an encumbrance or expenditure as the items or 
services have not yet been ordered or received. A pre-encumbrance will remain on the system until the 
related requisition is either processed to a purchase order or closed. 

 
 

 
Encumbrance is the commitment or obligation incurred by issuance of a purchase order (PO) for 

goods or services. In the case of a purchase order processed from a requisition, the pre-encumbrance will 
be replaced by the encumbrance. Encumbrances also reduce the allotment balance available for 
expenditure. An encumbrance is not recognized as an expenditure as the items or services have not been 
received. Funds encumbered on POs but not yet expended (goods or service not yet received) at the end 
of the fiscal year (June 30) are rolled over into the next fiscal year and are then available for expenditure 
using the previous year’s budget. Funds encumbered on POs for future years are applied to future year’s 
budgets when available. The total amount on a vendor contract should be encumbered on a purchase 
order, including amounts to be paid in future years, unless a specific exception is granted by the State 
Budget Agency and the Comptroller. 

 
 

3.2 ACCOUNTING THEORY – TERMINOLOGY FOR BUDGETING 
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3.2.6 Budgetary/Expenditure Major Points 

3.2.7 Alchemy Budgetary Reports 

Each PeopleSoft fund will be assigned a control code, which is applied by the system to achieve a 
specific level of budgetary control as follows: 

 
• 3 – revenues do not impact budget; unused and unencumbered balance reverts to state at fiscal 

year-end 
• 4 – revenues do not impact budget; unused and unencumbered balance reverts to state at fiscal 

year-end only in odd numbered years 
• 5 – revenues increase appropriations only; allotments must be requested through budget 

analyst; balances do not revert at fiscal year-end, allowing utilization of accumulated revenues 
as a resource 

• 6 – revenues increase both appropriations and allotments, available for spending and allowing 
utilization of accumulated revenues as a resource; balances do not revert at fiscal year-end 

• 7 – federal grant funds; revenues do not impact budget; no year-end reversion, but subject to 
the grant period of performance regulations 

 
 

 
With the exception of purchases from Internal Service funds, all Expenditure/Expense account 

numbers begin with ‘5’. The second digit of the six digit number represents the major expense category 
(major point), as listed below: 

 
• 1 – Personal Services & Fringe Benefits 
• 2 – Utilities 
• 3 – Services by External Parties (Contractual Services) 
• 4 – Supplies, Materials & Parts 
• 5 – Capital Assets 
• 6 – Distributions to Other Governmental Units 
• 7 – Grants 
• 8 – Social Service Type Payments 
• 9 – Administration & Other Operating Costs, including Travel 

 
 

 
Both of the following reports are run from PeopleSoft daily by the Comptroller and stored as 

Alchemy files for easy access by agency personnel: 
 

• Agency Appropriation and Allotment Trial Balance – Includes all funds in the agency; shows original 
Appropriations, Appropriation Balance (after Allotments processed), Allotments to date, Pre- 
Encumbrance, Encumbrances, Expenditures, and Allotment Balance (Allotments to date minus total 
of Pre-Encumbrance, Encumbrances, and Expenditures). 

• Fund Appropriation and Allotment Trial Balance – Includes same information as above for a specific 
fund only. 
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3.3 INTERNAL CONTROLS 

3.3.1 Control of Legislatively Approved Budgets 

3.3.1.1 Commitment Control 

3.3.1.2 Budget Analyst 

3.3.2 Control of Federal Funds 

You will note that, as a Pre-Encumbrance (requisition) advances to an Encumbrance (PO) to an 
Expenditure, the prior column will be reduced, with the result being that only current balances in the Pre- 
Encumbrance and Encumbrance columns will be shown. The Expenditure column shows the total 
expenditures for the current year to date. 

 
The major expenditure point (section 3.2.6) and control code (section 3.2.5) for each fund are 

shown to the left of the Appropriations column in both reports with column headings ‘PT’ and ‘CTL’. 
 
 

 
 

 
To provide assurance that governmental funds are not over-expended, both system related and 

non-system related budgetary controls are in place. All legislatively approved budgets are entered into the 
PeopleSoft financial accounting system by the State Budget Agency; agency personnel cannot change or 
increase these amounts. 

 

 

Commitment Control is the menu function in PeopleSoft that enables budgetary control through the 
automated system. Automatic budget checks are processed on each step of the purchasing process and, 
without adequate funds remaining in the allotted budget, purchases and the resulting payments cannot be 
processed. If the ePro system is circumvented to make purchases, the voucher cannot be processed for 
payment without adequate allotted funds. Budget overrides are not available in the system. The single 
exception to this is that agency budget staff can move budgetary allotments within the expenditure points 
two (2) through nine (9) without SBA approval as long as the total two (2) through nine (9) total allotment 
balance is positive. 

 

 

Analysts on the staff of the Budget Agency oversee original budget requests and adjustments 
throughout the year and assure that approved appropriations and allotments are maintained on the system. 
Requests from agency budget contacts for transfers or adjustment of appropriations and allotments must be 
approved by budget analysts and, in some cases, by the director of the budget agency. 

 
 

 
Federal grant awards will be entered by the SBA as funding sources into PeopleSoft Project Costing 

from grant award letters or, in the case of open-ended entitlement grants, from an estimated amount which 
can be adjusted if necessary. The State match amount, if any, will also be moved to the federal fund by 
SBA. The percentage of federal/state/local share will be recorded by agency staff; these percentages will 
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3.4 BUSINESS PROCESSES – ESTABLISHMENT & MAINTENANCE OF BUDGET 

3.4.1 Phase 1: Preparation 

3.4.1.1 Budget Request Submission 

3.4.1.2 Budget Agency Review 

3.4.1.3 The Budget Committee 

3.4.1.4 The Revenue Forecast 

3.4.1.5 The Budget Report 

control the allocation of each expenditure as it is made, resulting in a better definition of remaining funds in a 
federal project. Expenditures to federal projects cannot be posted without a positive funding source. 

 
 

 

The process of developing a comprehensive state budget involves the participation of numerous 
parties and stakeholders over an extended time period. The State of Indiana has a biennial budget, 
meaning that each budget contains appropriations for two fiscal years. Fiscal years in Indiana begin on July 
1st and end on June 30th of the following year. The budget process is comprised of a number of individual 
phases, which are summarized as follows: 

 

 

 

The budget process begins during even-numbered years with the State Budget Agency issuing 
Biennial Budget Instructions to state agencies. Each state agency prepares and submits a budget request, 
which includes a Current Services Budget, representing the cost of maintaining agency services at current 
levels. The budget submission may also contain New Services Requests, covering proposed increases, 
Capital Project Requests, and one-time expenditures for the construction and maintenance of state facilities. 
In addition, the budget submission may include internal reallocations and budget reductions. 

 

 

The Budget Agency reviews the submitted budget requests and formulates recommendations. 
Budget review includes a detailed analysis of agency programs, operational performance, changes in 
population and cost trends, and other factors related to the efficient, effective use of public resources. The 
Budget Director discusses the analysis and recommendations, including any variances, with the Governor. 
The requests are adjusted as approved by the Governor, and then presented to the Budget Committee. 

 

 

The Budget Committee is composed of four legislators – one Democrat and one Republican from 
both the House of Representatives and the Senate – and the Director of the Budget Agency. The Budget 
Committee holds public hearings with state agencies to outline their budget requests. After the hearings are 
completed and future revenue estimates are presented via the Revenue Forecast, the committee makes a 
single, comprehensive budget recommendation to the Governor. 

 

 

State revenue forecasts are made annually in December, prior to the convening of legislative 
sessions, and again in April, prior to final legislative approval and enactment of appropriations. The revenue 
forecasts are prepared by the Indiana Economic Forum and the Revenue Forecast Technical Committee. 
The Forum forecasts the economic outlook for the state. The Technical Committee, which operates 
independently from the Economic Forum and represents both political parties and the executive and 
legislative branches, uses the economic forecast to produce specific projections of revenue for sales tax, 
income tax, and other sources. 
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3.4.2 Phase 2: Adoption 

3.4.2.1 House Action 

3.4.2.2 Senate Action 

3.4.2.3 Other Bills 

3.4.2.4 Gubernatorial Approval 

The Budget Committee, assisted by the State Budget Agency, uses their budget recommendation to 
create an itemized budget report and an initial draft of the budget bill. The report and bill show the 
recommended operating and construction budgets, separately itemized, for each state agency, office, 
board, commission, and department. The initial Budget Report and bill are submitted to the Governor by the 
Budget Committee. The Governor then delivers the final Budget Report and bill to the General Assembly. 

 

 

The second phase of the budget process is the legislative adoption of the budget. The Indiana 
General Assembly debates the proposed budgets contained in the budget bill and determines the amounts 
and purposes for which tax dollars may be spent. 

 

 

The legislative budget process begins in the House of Representatives, when the Speaker of the 
House assigns the budget bill to the House Ways and Means Committee. This committee considers the 
proposed legislation and holds hearings. These hearings provide an opportunity for agency representatives 
and the public to be heard on various aspects of the proposed budget. The Committee may amend the bill 
by majority vote. When deliberations are completed, the Ways and Means Committee reports the bill out for 
consideration by the entire House, usually in an amended form. After the committee report is adopted, the 
bill is considered to be on second reading. The bill may be further amended at this point. Individual 
representatives may present second reading amendments for debate. When all the offered amendments to 
the bill are either adopted or fail, the bill moves to third reading for approval as amended. Once passed by a 
majority vote, the bill is sent to the Senate for consideration. 

 

 

In the Senate, the Finance Committee has primary responsibility for budget bill deliberations. In a 
similar manner to the House Ways and Means Committee, the Senate Finance Committee conducts public 
hearings with selected agencies before issuing a committee report. Again, the bill may be amended in 
committee by a majority vote. After the bill is passed out of the committee, it goes through the second and 
third reading process, just as in the House. Once passed, the budget bill goes to conference committee to 
resolve differences between the House and Senate versions, unless the Senate passes the exact House 
version of the budget bill (a rare occurrence). 

 
The budget conference committee is composed of four legislators, called conferees. The bill must 

be approved unanimously by these legislative conferees before it can be reported back to either chamber. 
While the conferees generally represent both political parties in the House and Senate, the majority 
legislative parties ultimately have the authority to appoint conferees. Conference committee negotiations 
represent the final stage of the budget deliberation, involving compromises by all parties prior to adoption 
and reporting of a recommended revised budget. When the conference committee reports out a revised 
recommended budget, each chamber adopts or rejects it. If rejected by either chamber, the conference 
committee must reconvene and renew negotiations. 

 

 

Although the budget bill is the principal vehicle for authorizing a state spending plan, other spending 
bills are sometimes adopted as well. They typically involve relatively small appropriations, but can, on 
occasion, be very significant. These bills must be taken into account at each stage of the appropriations 
process in order to assure that the total of all appropriations will not exceed available resources. Recent 
practice has been to remove these appropriations from non-budget bills and amend them into the budget bill 
during conference committee. 
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3.4.2.5 Off-year Budget Actions 

3.4.3 Phase 3: Implementation 

3.4.3.1 Establishment of Accounts 

3.4.3.2 Allotments 

3.4.3.3 Budget Committee Role 

3.4.3.4 Reporting 

After the budget bill has been adopted by both chambers, it goes to the Governor for signature or 
veto. The Governor must sign the bill or veto it in its entirety. A gubernatorial veto may be overridden by a 
majority vote in both the House and Senate. Once signed, the appropriation act becomes the State of 
Indiana budget for the subsequent biennium, and the process of budget implementation begins. 

 

 

Although sessions in odd-numbered years are the focus of the bulk of budgetary action by the 
General Assembly, sessions in even-numbered years may see some level of budgetary activity. New 
spending decisions may be required by changing economic and revenue projections. This may take the 
form of either additions to or reductions of current programs, or it may involve entire new programs or capital 
projects. 

 

 

Budget implementation involves the establishment of accounts; the adoption of allotment schedules 
to govern the timing of expenditures; the monitoring and control of expenditures; and the adjustment of 
appropriations, as conditions warrant, through transfers and supplemental appropriations. 

 

 

Within 45 days of the adjournment of each regular session of the General Assembly, the Budget 
Agency prepares a list of all appropriations made by law for the upcoming budget period. The Budget 
Agency works with the Comptroller to establish the accounts needed to execute the budget during each 
fiscal year. Appropriations establish overall spending limits for each account. APPROP budget journals are 
posted by the Budget Agency with the description of ‘JV2 Budget Bill Appropriation’. 

 

 

Allotments are used to control spending. An allotment limits the amount of an appropriation that 
may be expended during a given time period. Appropriations are not available for expenditure until allotted 
by the State Budget Agency. The Budget Agency generally develops a quarterly allotment schedule for 
each account, to ensure that sufficient funds are available throughout the year and that expenditures do not 
exceed revenues. Any desired changes to this schedule should be discussed with the Budget Analyst. The 
Budget Agency may hold a small percentage of agency funds in reserve, to ensure adequate fund balances. 
The allotment schedule may be adjusted over the course of the fiscal year as conditions change. 
ALLOT_CTRL and ALLOT budget journals are posted by the Budget Agency with the description of 
‘Allotment Schedule’. 

 

 

The Budget Committee provides continuing legislative oversight of budget implementation. The 
Budget Committee meets during the interim between legislative sessions. Many appropriations contained in 
the Budget require Budget Committee review before any funds may be allotted or spent. In addition, the 
Budget Committee must review all construction projects that have a cost greater than $100,000 prior to 
proceeding with construction. 

 

 

The Comptroller provides daily allotment and trial balances, and other accounting and exception 
reports, to keep agencies informed of their account balances. The Budget Agency publishes each revenue 
forecast, as well as annual reports on specific sources and uses of funds. As prescribed by the 
Governmental Accounting Standards Board and in conformity with Generally Accepted Accounting 
Principles, the Comptroller annually publishes a Annual Comprehensive Financial Report. 
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3.4.3.6 Oversight 

3.4.4 Phase 4: Audit 

3.5 INDIVIDUAL AGENCY BUSINESS PROCESSES 

3.5.1 Agency Approved Transfers 

3.5.2 Appropriation Transfers 

 
 

Budgets are dynamic financial plans based on hopes and predictions made as much as thirty 
months in advance, so some variances are bound to occur as events unfold. Most budget variances are 
minor and are handled in the ordinary course of business by the agencies. When this is not the case, 
financial adjustments or transfers of appropriation authority may be necessary. 

 
Statute authorizes the Budget Director to transfer, assign, or reassign appropriations within a state 

agency as long as the uses and purposes to which transfers are made are authorized or required by law. 
Such transfers must be at the request and with the consent of the agency whose appropriations are 
involved. The Budget Director is also authorized to make transfers from contingency or emergency 
appropriations for purposes authorized by law. The Budget Director may also reduce allotments to prevent 
a deficit if revenues fall short of forecast levels. 

 
The State Budget Agency may also make inter-agency transfers with the approval of the State 

Board of Finance. The State Board of Finance is composed of the Governor, Treasurer, and Comptroller, 
and has wide statutory authority to make transfers of appropriations between funds and entities of the State. 

 

 

The Budget Agency works in collaboration with state agencies throughout the year to ensure that 
expenditures are made within appropriation levels, in a manner that fulfills legislative intent and ensures 
maximum effectiveness in providing services to Indiana citizens. 

 

 

The State Board of Accounts provides an annual financial audit in accordance with generally 
accepted auditing standards for the State of Indiana, including issuing opinions on the general purpose 
financial statements prepared by the Comptroller. The State Board of Accounts also performs audits of local 
governments in Indiana. 

 
 

 

After the budget is established in the financial accounting system, PeopleSoft, for the fiscal year, 
certain operational events may result in the need for budgetary adjustments. 

 

 

The agency KK Budget Analyst can enter and approve transfers between major expenditure points 
two (2) through nine (9). 

 

 

This type of transfer is used for: 
 

1) Movement of state funds when specified in the budget bill, and 
2) Movement of state funds to a federal fund for matching purposes. 

3.4.3.5 Transfers 
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3.5.2.1 Posting the Transfer List 

3.5.2.2 Adding and Changing Transfer List Lines 

3.5.2.3 Accounts to be used 

In the case of 2), this creates a funding source for state funds; source and target business units 
must be the same or under the same parent business unit. 

 

 

The schedule for SBA to post transfers to the financial system is as follows: 
 

• Quarterly scheduled transfers – first business day of each quarter (July, October, January, April) 
• Adjustments and additions – by close of business day on Friday of each week. Requests for 

changes must be submitted by Wednesday at 3:00 p.m. 
• SBA Budget Analyst will notify agencies of approval or denial of request. 

 

 

At the beginning of each fiscal year, SBA will send to the agency a copy of the transfer list with lines 
from the budget bill or requests from your SBA Budget Analyst. Blank rows are included to note and 
highlight any change requests. 

 
During the fiscal year, changes may be requested by sending either the “Line Change Request” 

form or the “Line Addition Request” form to your SBA Budget Analyst. See Section 3.7 for form. 
 

 

All Transfer List items are processed using 74xxxx and 75xxxx accounts. These accounts are not 
actual expenses to the agency or state, but merely a means of moving appropriations or cash. 

 
• Budget Bill Transfers 

 If target fund is a control 3 and ACFR funds are different 
o Source: 750115 – increases expense amount, thereby reducing available 

appropriation 
o Target: 740110 – doesn’t affect appropriation 
o Appropriation created at beginning of year via JV2 

 If target fund is a control 5 or 6 and ACFR funds are different 
o Source: 750115 – increases expense amount, thereby reducing available 

appropriation 
o Target: 740110 – increases appropriation via revenue; NOTE: Control 5 funds 

will require associate revenue budget journals to increase the available budget 
in the ALLT_C_REV and ALLOT_REV ledgers. 

 If ACFR funds are the same: 
o Source: 750000 – no effect on expense amount 
o Target: 740000 – no effect on revenue or appropriation amount 
o Appropriation Transfer journal done to reduce appropriation in source and 

increase appropriation in target 
 

• State funds to federal funds for grant match transfers 
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3.5.3 Administrative Action Transfers 

3.5.3.1 Process for Admin Action 

3.5.3.2 Accounts to be used 

o Source: 750117 – increase expense amount, thereby reducing available 
appropriation 

o Target: 740117 – doesn’t affect appropriation 
o Appropriation increase will automatically be processed by SBA Assistant 

Controller 
 

 

An Administrative Action (Admin Action) is the movement of existing appropriations between two 
funds within the same agency. Indiana Code 4-12-1-12 (e), allows the budget agency to “transfer, assign, 
and reassign any appropriation or appropriations, or parts of them”. 

 
An Admin Action may be used for: 

• Movement of appropriations between two funds within the same agency, not set out in the 
budget bill and not used as state match to a grant 

• Movement of funds between personal services and other operating when broken out in the 
budget bill 

• Capital requests under $100,000 
• Augmentation of a general or dedicated fund 

 

 

For the first two in the above list – If funds have been entered to ALLOT and ALLOT_CTRL ledgers, 
the agency should post negative ALLOT budget journals and submit negative ALLOT_CTRL budget journals 
for the requested amount to the SBA Budget Analyst. The agency must also complete the Admin Action 
form (see Section 3.7) and submit to the SBA Budget Analyst for review. 

 
For capital requests under $100,000, submit request via email to SBA Capital Analyst, including a 

copy to the SBA Budget Analyst, using the Capital Spending Request form (See Section 3.7). SBA will 
coordinate review and make a recommendation to the Capital Spending Committee. 

 
For augmentation of a general or dedicated fund, the agency must first verify that augmentation is 

authorized by the budget bill or Indiana Code. If allowed, work with the SBA Budget Analyst to confirm that 
sufficient funds are available in the Legal fund. If so, complete the Admin Action form with appropriate 
general ledger chart fields and submit to the SBA Budget Analyst for review and approval or denial. 

 

 

As with the Transfer List, Admin Action items are processed using 74 and 75 accounts, which are not 
considered actual expenses to the agency or state. 

• Augmentation 
o Augmentation Closing Center: 750001 – no effect on expense 
o Augmentation: 740001 – no effect on revenue (increases appropriation) if funds 

come from appropriation 
• Funds from appropriation 

o Source: 750006 -- no effect on expense 
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3.5.4 Board of Finance Transfers 

3.5.4.1 Process for Board of Finance action 

3.5.5 Other PeopleSoft System Budgets 

o Target: 740006 – no effect on revenue or appropriation amount 
o Appropriation Transfer journals reduce appropriation in source and increase 

appropriation in target 
• Funds from revenue received (Associated Revenue) 

o Source: 750116 -- increases expense amount (reduces available appropriation) 
o Target: 740116 – increases revenue (increases available appropriation in control 5 

and 6 funds) 
o Appropriation Increase will be posted for control 3 and 7 funds 

 

 

Powers of the Board of Finance, as legislated by IC 4-9.1-1, are noted in Section 3.1. Board of 
Finance actions arise when it is necessary to transfer funds between State agencies and should only take 
place when such a transfer is not specified in the Budget Bill or Indiana Code. Transfers between 
child/parent business units can be accomplished through the Admin Action process (Example – BU498, 
Dept of Aging, is a ‘child’ of the ‘parent’ agency, BU405, FSSA). 

 

 

The progressive steps for this action are as follows: 
 

• Agency submits request in memo form addressed to the State Budget Director and 
forwarded to their SBA Budget Analyst. This request should include a description of the 
action is to be included as well as the attachment of any supporting documentation (e.g. 
Memorandum of Understanding, e-mails/letters, fund balance calculations, etc.). 

• SBA Budget Analyst will review request and compile a brief synopsis of the action 
requested. 

• Synopsis, along with original memo and supporting documentation, is forwarded to SBA 
Assistant Director for further review and comment. 

• If Assistant Director agrees action is valid and necessary, the entire packet is forwarded to 
the Deputy Director, who coordinates the Board of Finance agenda. 

• If Deputy Director includes on the Board’s agenda, the request is then forwarded to the 
Comptroller’s designee for inclusion in the next meeting’s agenda. 

 
If approved by the Board, the agency should post negative ALLOT budget journals and submit 

negative ALLOT_CTRL budget journals for the requested amount to the SBA Budget Analyst. The agency 
should then complete an Administrative Action form, with all appropriate and necessary General Ledger 
chart fields, and submit it to their SBA Budget Analyst for review and submission to the Administrative 
Action mail box. The SBA Assistant Controller will take the chart fields provided and enter and post the 
necessary appropriation journals to complete the transaction. The State Budget Agency will re-allot the 
funds if necessary. 

 

 

The PeopleSoft financial accounting system offers a wide array of budgeting options; use of these is 
encouraged as good business practice. 
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3.5.5.2 Project Budgets 

3.6 SYSTEM SAFEGUARDS 

3.6.1 ePro Budget Checking 

3.6.2 Accounts Payable Budget Checking 

3.6.3 General Ledger Budget Checking 

3.6.4 Accounts Receivable 

 
 

Organizational Budgets are encouraged for management purposes and can be entered and 
modified in the PeopleSoft financial system by designated agency staff 
. 

 

The Project Costing module in PeopleSoft is required for all federal programs and capital projects. 
Budgets are to be set up by agency staff for each of these projects. 

 
Project Costing may be used for a variety of other agency projects; budgets are optional for those 

projects. 
 
 

 

The PeopleSoft financial accounting system contains controls which will prevent misuse of funds and 
overspending of budgeted allotments. 

 

 

When a requisition or purchase order (PO) is submitted for approval, the system automatically 
checks the request against the Allotment Balance – in the case of a requisition – or the Pre-Encumbrance – 
in the case of a PO being created from a requisition. If funds are not available, agency personnel are 
unable to override the budget exception to complete the transaction. 

 

 

If a payment voucher is entered and is not pulled from a PO, where an encumbrance would be set 
aside for the payment, the voucher is checked against the Allotment Balance. If adequate funds are not 
available, an error will result, thus preventing the completion of the entry. 

 

 

If a Journal Entry is made to the General Ledger affecting an expenditure account, the entry is 
checked against the Allotment Balance to assure adequate funds. If not available, an error will result, thus 
preventing the completion of the entry. 

 

 

Accounts receivable budgets are maintained through the use of Associated Budgets (Associated 
Revenue) functionality in PeopleSoft. For funds with a control code of 5 or 6, appropriations are increased 
upon receipt of revenue; for funds with a control code of 6, allotment budgets are also increased upon 
receipt of revenue. 

3.5.5.1 Organizational Budgets 
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3.7.1 Line Change Request form 

3.7.2 Line Addition Request form 

 
 

 

See 3.5.2.2 for use of this form, which is maintained by SBA. 
 

Adjustment to List                 

                  

  Chart Field Correction    Analyst:           

  Prior Period Amount Adjustment              

  Current Period Amount Adjustment             

  Future Period Amount Adjustment             

                  

                  

 Source:                 

 Required Per Descression of Agency  

  
 

Line# 

 
 
SourceUnit 

 
Source 

Account 

 
Source 
Fund 

 
Source 

Program 

 
Source 
Dept ID 

Source 
ACFR 
Fund 

 
Source 

Proj Unit 

 
Source 
Project 

 
Source 
Activity 

 
Source 
Locality 

Source 
Source 
Type 

 
Source 

Category 

 
Source 

Sub Cat. 

 
Source 

Rate Type 

 
Source 

Analysis 

 

Current:                  

Updated:                  

                  

                  

 Target:                 

 Required Per Descression of Agency  

  
 

Line# 

 
 

Target Unit 

 
Target 

Account 

 
Target 
Fund 

 
Target 

Program 

 
Target 

Dept ID 

Target 
ACFR 
Fund 

 
Target 

Proj Unit 

 
Target 
Project 

 
Target 
Activity 

 
Target 

Locality 

Target 
Source 
Type 

 
Target 

Category 

 
Target 

Sub Cat. 

 
Target 

Rate Type 

 
Target 

Analysis 

 
Target 

Control # 
Current:                  

Updated:                  

                  

                  

 State 
Funding 
Source 

 
 
Frequency 

 
 

Q1 Amt 

 
 

Q2 Amt 

 
 

Q3 Amt 

 
 

Q4 Amt 

 
 

Total Amt 

     

Current:             

Updated:             

                  

                  

Description of Update:                

                  

                  

 

 
See 3.5.2.2 for use of this form, which is maintained by SBA. 

3.7 Appendices 
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3.7.3 Administrative Action form 

3.7.4 Capital Spending Request form 

Addition To List     Analyst:          
                

Source:                

 
 

SourceUnit 

 
Source 

Account 

 
Source 
Fund 

 
Source 

Program 

 
Source 
Dept ID 

Source 
ACFR 
Fund 

 
Source 

Proj Unit 

 
Source 
Project 

 
Source 
Activity 

 
Source 
Locality 

Source 
Source 
Type 

 
Source 

Category 

 
Source 

Sub Cat. 

 
Source 

Rate Type 

 
Source 

Analysis 

 

                
                

Target:                

 
 

Target Unit 

 
Target 

Account 

 
Target 
Fund 

 
Target 

Program 

 
Target 

Dept ID 

Target 
ACFR 
Fund 

 
Target 

Proj Unit 

 
Target 
Project 

 
Target 
Activity 

 
Target 

Locality 

Target 
Source 
Type 

 
Target 

Category 

 
Target 

Sub Cat. 

 
Target 

Rate Type 

 
Target 

Analysis 

 
Target 

Control # 
                
                

St Grant 
Match? Y or N 

Page in Bud 
Bill? 

 

Frequency 

 

Q1 Amt 

 

Q2 Amt 

 

Q3 Amt 

 

Q4 Amt 

 

Total Amt 

   

           
                

Description of Update:               
                
                

 
 

 

See 3.5.3.1 for use of this form, which is maintained by SBA. 
 

Admin Action Request form       

           

Type Agency Fund Point Amount Program Department Project Activity Encompass Description Meeting Description 
 
 
 

P 

 
 

 
 
 
00300 

 
 
 

38220 

 
 
 

1 

 
 
 

-35,000.00 

 
 
 

10000 

 
 

 
 
 
007000 

 
 
 

300OILANDGAS 

 
 
 

ALL0000 

 
Move from .1 to other 
operating to cover HR 
fees and IOT seat charges. 

Move from .1 to other 
operating to cover HR 
fees and IOT seat 
charges. 

 
 
 

P 

 
 

 
 
 
00300 

 
 
 

38220 

 
 
 

2 

 
 
 

35,000.00 

 
 

 
 
 
10000 

 
 

 
 
 
007000 

 
 
 

300OILANDGAS 

 
 
 

ALL0000 

 
Move from .1 to other 
operating to cover HR 
fees and IOT seat charges. 

Move from .1 to other 
operating to cover HR 
fees and IOT seat 
charges. 

 
 
 

 
See 3.5.3.1 for use of this form, which is maintained by SBA. 
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This report is available on a daily basis in the Comptroller Alchemy database, as described in 3.2.7. 
 
 

 
 

Explanation of columns: 
 

• BU – PeopleSoft Business Unit Number. 
• FUND – 5 digit fund number. 
• PT – major expense point (1 through 9). 
• CTL – control code of fund – see 3.2.5 for detailed explanation. 
• APPROPRIATIONS – total appropriations for fund to date for current fiscal year. 
• APPR BALANCE – balance of appropriations remaining after ALLOTMENTS (in next column) 

are made. 
• ALLOTMENTS – amount of appropriation made available by SBA for spending by BUs. 
• PRE-ENCUMBRANCE – a requisition exists, reserving a portion of the allotments for a specific 

expenditure. 
• ENCUMBRANCE – a purchase order exists, reserving a portion of the allotments for a specific 

expenditure; as a PO is created, the amount moves from the Pre-Encumbrance column to the 
Encumbrance column. 

• EXPENDITURES – a voucher has been created from a PO, which moves the amount from the 
Encumbrance column to the Expenditure column. 

• ALLOT BALANCE – the remaining amount allotted, but not yet reserved by a pre-encumbrance, 
encumbrance, or made by an expenditure. 

• Thus, ALLOTMENTS minus PRE-ENCUMBRANCE minus ENCUMBRANCE minus 
EXPENDITURES should always equal the ALLOT BALANCE. 

 
A similar report sorted by 5 digit fund number is also available in Alchemy for users desiring to 

monitor activity for a specific fund only. 
 

You will note that, in major points 2 through 9, some allotment balances will be negative. As long as 
the total of the 2 through 9 allotments are not exceeded, the system will allow these overdrafts and SBA 

3.7.5 Agency Appropriation and Allotment Trial Balance 
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allows transfers by the agencies among these points. It is advisable to make these transfers throughout the 
year in order to avoid these negative amounts and to better facilitate management decisions. 
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Indiana Code (IC) 5-13-6-1(b) states in part: “all public funds collected by state officers . . . shall 

be deposited with the treasurer of state, or an approved depository selected by the treasurer of state, not 
later than the business day following the receipt of the funds . . . Deposits do not relieve any state officer 
from the duty of maintaining a cashbook under IC 5-13-5-1.” 

 
IC 5-13-4-20 defines public funds as "all fees and funds of whatever kind or character coming into 

the possession of any public officer by virtue of that office." 
 

IC 35-44.2-2 notes that failure to deposit public funds as required is a Class A misdemeanor. 
“However, the offense is a Level 6 felony if the amount involved is at least seven hundred fifty dollars ($750), 
and a Level 5 felony if the amount involved is at least fifty thousand dollars ($50,000).” 

 
IC 5-13-6-1(f) states: “An office of: (1) the department of natural resources; or (2) the department 

of state revenue; that is detached from the main office of the department is not required to deposit funds 
on the business day following receipt if the funds on hand do not exceed five hundred dollars ($500). 
However, the office must deposit the funds on hand not later than the business day following the day that 
the funds exceed five hundred dollars ($500).” 

 
IC 5-13-6-1(g) states: “The following are not required to deposit funds on the business day following 

receipt if the funds on hand do not exceed five hundred dollars ($500): (1) An office of the legislative branch 
of state government . . . However, the funds on hand must be deposited not later than the business day 
following the day that the funds exceed five hundred dollars ($500).” 

 

 

IC 5-13-5-1 states: “(a) Every public officer who receives or distributes public funds shall: (1) keep 
a cashbook into which the public officer shall enter daily, by item, all receipts of public funds; and (2) balance 
the cashbook daily to show funds on hand at the close of each day. (b) The cashbook is a public record 
and is open to public inspection in accordance with IC 5-14-3. (c) A person who violates this section is 
subject to criminal prosecution under IC 35-44.2-2-2.” 



4.1.3 Bonding Authority 

4.2 ACCOUNTING THEORY 

4.3 INTERNAL CONTROLS 

4.3.1 PeopleSoft Roles 

4.3.2 Basic Internal Control Procedures for Handling of Receipts 

IC 35-44.2-2-2 notes that failure to follow this directive is a Class B misdemeanor. 
 

 

IC 5-4-1-15.1(a) states: “Whenever it is necessary, the appropriate administrative officer of 
any department or agency of the state may cover deputies or employees of the department or agency 
by individual bonds, or blanket bonds, or a crime insurance policy endorsed to cover the faithful 
performance of duties. The administrative officer shall determine the amount of the insurance policy, 
individual bond, or blanket bond obtained under this section.” Management should consider the 
materiality of monies collected, susceptibility to theft, and other relevant factors when determining which 
employees should be bonded. 

 
 

 

Until such time as all agencies are required to fully utilize the Accounts Receivable module, thereby 
recognizing all known revenues expected to be received by the state, our official recognition of revenues is 
on the cash basis. Revenues are recognized when received and deposited, either with the Treasurer of 
State or in an approved bank as allowed by law. This does not preclude any agency’s option to utilize the 
Accounts Receivable module to the fullest extent. 

 
 

 

 

Separation of duties is critical to internal control for receipt, recording, and deposit of collections in 
any form. Care must be taken to assure that all monies received are deposited timely and in full and 
amounts recorded accurately. PeopleSoft roles designed to provide this assurance are shown in flow charts 
on the PeopleSoft website. Those with workflow approvals are responsible for certifying the accuracy of all 
information on the document they are approving. 

 

 

• Resources permitting, mail possibly containing checks, money orders, or cash should be 
opened by two people. 

 
• Money received should be recorded at time of receipt. Checks should also be restrictively 

endorsed and date stamped upon receipt. This should occur upon opening the mail or 
otherwise receiving the instrument (check). 

 
• Considering the materiality of collections and the size of the agency, the complete listing of 

collections received should be made by a person independent of the duties of processing the 
receipts or making deposits. Editing of the listing should be restricted to initial recorder and 
the reconciler. 

 
• All receipts, licenses or other accountable items must be pre-numbered or sequentially 

numbered by computer when issued. Documents should be used in sequential order. If the 
volume warrants, a separate numeric series should be used for different revenue sources. 
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4.4 BUSINESS PROCESSES 

4.4.1 Accountability for Collections 

4.4.1.1 Receipts 

• Licenses, permits, goods for sale, invoices, etc., are considered accountable items for which 
a corresponding deposit must be made. 

 
• Receipts should be issued and recorded at the time of the transaction; for example, when 

cash or a check is received, a receipt is to be immediately prepared and given to the person 
making payment. Licenses, permits, etc., should be issued timely. 

 
• Collections must be deposited intact. Deposits are to be made within the next business day 

in compliance with IC 5-13-6-1. 
 

• Safeguard the collections through locked drawers, cabinets or safes, particularly during 
breaks, lunchtime, and overnight. Cash receipts books, licenses, etc., should be inaccessible 
to unauthorized persons. 

 
• Collections and other accountable items should reconcile to the bank statements and the 

agency’s cash book. There is no authority for an agency to maintain an “over” or “short” fund. 
 

• The duties of collecting monies, processing the receipt, license, permit, etc., preparing and 
making deposits, and performing reconciliations should be segregated to the fullest extent 
possible considering the size of the agency and the materiality of collections. 

 
• Supporting documentation for monies received must be maintained and made available for audit 

to provide supporting information for the validity and accountability of monies received. 
Documents must be filed in such a manner as to be readily accessible, or otherwise reasonably 
attainable, upon request during an audit. 

 
 

 

 

Each agency is responsible for establishing procedures to attain a high level of accountability for 
funds collected and for ensuring that these funds are deposited with the Treasurer of State, or other 
approved depository, in accordance with state statute. 

 

 

Some method of recording receipts of money must be utilized for all money received. If the volume 
is not extremely high, the simplest and most effective method is to issue an official receipt (either prescribed 
or approved by the State Board of Accounts) to each person paying in money to the state agency. 

 
For a greater volume of collections, the State Board of Accounts may approve a substitute method 

of accounting for the revenue -- cash registers, cash books, the validating of documents, the use of data 
processing cash listings, etc. Any system other than the issuance of prescribed cash receipt forms must 
have State Board of Accounts approval. 

 
Official receipts should be consecutively pre-numbered, whether paper or electronic. If a paper 

form, the agency clerk must complete in ink the date, entity or person submitting payment, description, and 
indication of the form of payment. Official receipt forms have three copies, the original for the payer, the 
second copy to be retained with the agency's ROC, and the third copy to remain intact in the receipt book. 



4.4.1.2 Cash Book (Cash Receipts Journal) 

4.4.1.3 Reconciliation Procedures 

4.4.2 Deposits with Treasurer of State 

4.4.2.1 Report of Collections 

All three copies of a voided receipt must remain intact in the receipt book. These may be stapled 
together. All copies must be defaced. If an electronic receipt system is used, voided receipt numbers must 
not be used for subsequent receipts. 

 
Regardless of the receipting method, the agency should always be able to trace an individual 

receipt from a payer to the corresponding Report of Collection. If no receipts on file, agency must maintain 
either a copy of the check or note details from the check with their copy of the ROC. In the event of a lost 
deposit by the bank or carriers, it will be the agency’s responsibility to contact the payers and recreate the 
deposit. 

 
All checks should be restrictively endorsed by the first agency employee receiving the checks. 

 

 

If money is received on a regular basis, some type of cash book (paper or electronic) is required 
by Indiana Code (See 4.1.2). This cash book must list the revenue by classification and amount in detail. 
Noting cash and checks separately is helpful for reconciliation to the final Report of Collection. The cash 
book may include the receipt number or daily summaries from a source document or data processing listing. 
The amount deposited with the Treasurer of State and the corresponding PeopleSoft Deposit ID must also 
be shown on the cash book. The process of issuing a receipt and posting the cash receipts journal can be 
incorporated into one function. Only actual collections of money, whether it be cash, check or money 
orders, must be included in the cash book. This is a method of assuring that these monies reconcile with 
the actual deposits with the TOS. Corrections, wire transfers and other bank to bank transfers wouldn’t be 
necessary to include, as no one in the agency physically receives or handles money in these cases. 

 
Since there is no standard cash book (also referred to as a cash receipts journal) prescribed for 

state agencies, all types of internal cash books or journals must be approved in writing by the State Board 
of Accounts. Send proposed cash books to Formapproval@sboa.in.gov for SBOA approval. An example 
of the minimum requirements for a Cash Book is included in the Appendices of this chapter, 4.5.2. 

 

 

Reconcile deposits with the cash book or receipts book to assure that all funds received were 
deposited. It is recommended that this be reconciled daily as approved ROCs are returned to the agency. 
The reconciler should be a person other than the initial cash book entry maker or ROC preparer/deposit 
courier. The reconciler should not have physical access to the money received. 

 

 

The Treasurer of State (TOS) is the receiver and custodian of all state revenue. All state 
departments and agencies must make deposits to the TOS or submit records of deposits made to the credit 
of the treasury in an approved depository. State agencies shall not maintain funds outside of the PeopleSoft 
accounting system without specific statutory authority. In addition to cash and checks, money received 
includes, but is not limited to, bank deposit receipts for money deposited to an outside bank account, bank 
credit memoranda, wire transfer receipts for letters of credit, and ACH totals. 

 

 

Prior to making a deposit with the TOS, an agency staff member must enter certain financial deposit 
information into the PeopleSoft system and print a Report of Collection (ROC). Each deposit, and the 
related ROC, will be assigned a separate deposit ID number by PeopleSoft. Only one user is permitted for 
each deposit ID. Transactions can be summarized or detailed, depending upon the agency's individual 
requirements. If details of individual transactions are maintained in a system outside of PeopleSoft, totals 
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only could be included on the ROC; however, the practice of including detail on the system is strongly 
encouraged. Deposits related to “open items” (previously recorded in AR) can be included in the same 
deposit as collections not previously identified. 

 
When all entries are completed, the ROC will remain in a “pending” status until approved by TOS. 

Unidentified checks (checks for which the revenue source cannot easily be identified) should be deposited 
along with other receipts; these unidentified amounts will remain in a Cash Control Account (see 4.4.3) until 
the type of receipt can be identified by the agency and applicable accounting information entered into 
PeopleSoft. 

 
When the ROC is completed and saved as pending, print two (2) copies to take to the TOS for 

deposit. The TOS will review and approve the deposit in PeopleSoft as described in 4.4.2.2. 
 

CAUTION: Do not assign your partially completed deposit to someone else to complete. You are 
responsible for the deposit and, as such, you should complete and print the ROC. Don’t begin a deposit if 
you can’t finish it the same day. 

 
4.4.2.1.1 Forms of Deposits Reported on a ROC – PeopleSoft Payment Methods 

 

• CASH - The total dollar amount of all U.S. Treasury bills and coins included in the deposit. 
 

• CHECKS - The total dollar amount of all checks included with the report of collections. 
 

• DEPOSITS IN BANK -- The total amount of all bank deposits made to the credit of the TOS in 
outside banks, with evidence of deposit included with the ROC. Agencies depositing directly 
into approved bank accounts outside the TOS must enter their agency number (and circle it) in 
the upper left hand corner of all bank deposit slips prior to making deposits at the bank. This 
will allow the TOS to contact the agency if they discover a deposit that does not correspond to 
an PeopleSoft generated ROC. After making the deposit in the bank, the agency must forward 
an PeopleSoft ROC and bank receipt of deposit to the TOS not later than the next business 
day following receipt of funds. Upon verification, the TOS will enter into the PeopleSoft system 
a deposit identifier number from their independent system. Once approved, a deposited 
amount cannot be modified in that particular PeopleSoft deposit ID. 

 
• WIRE TRANSFERS, ACH, EFT - Each electronic fund transfer transaction requires a separate 

ROC, with the total amount (and type) of the wire transfer documented on the ROC. If Wire, 
EFT or ACH transfers are made to the TOS bank accounts on behalf of the agency, the agency 
should follow the same procedures as in the previous paragraph. The TOS will verify the ROC 
amount to the bank transfer information prior to entering the deposit identifier number and 
approving the deposit in the PeopleSoft system. If, after a 30 day holding period of the ROC, 
no evidence of actual deposit exists, the TOS will “Deny” the ROC in the system and notify the 
agency. 

 
• LOCKBOX - The total amount of all lockbox account deposits included on the ROC. This 

information may be entered through an interface with bank provided information or manual 
entry. 

 
• DEBIT/CREDIT – Reserved for subsequent adjustments made to a deposit, TOS notifies 

agency of such adjustment; agency includes with next ROC if net is positive amount. If net 
would be negative when included with other Payment Methods, the adjustment must be 
entered on a separate ROC. TOS sequence number should be noted. 



4.4.2.2 TOS Deposit Approval 

4.4.2.3 Discovery of Errors on Deposit after Approval by TOS 

• NSF – A Not-Sufficient-Funds returned check will be immediately entered on the PeopleSoft 
system by the TOS as a negative deposit to the business unit. When the BU receives 
notification of an NSF from the TOS, the BU will make the direct journal entries in order that 
the correct funds, accounts, etc. be charged and, if receivables are maintained, the amount is 
added back to the receivable. No ROC will be generated for an NSF transaction. To record 
revenue when the NSF is recollected, see 5.4.5.3. 

 
• TOTAL – The Grand Total on the ROC must equal the total of all deposits submitted with the 

ROC. 
 

4.4.2.1.2 Calculator Tape for Checks 
 

Prepare a calculator tape directly from the “face” of the checks in the deposit, verifying that the total 
amount agrees with the total as calculated on the ROC. Large numbers of checks for the same amount 
should be grouped and the group total only added in the tape with a note on the tape margin describing the 
group. For example: 200 @ $10.00 describing a group total of $2,000; 185 @ $5.00 describing a group 
total of $925.00. Money orders should be grouped separately to aid in tracking and accounting for the 
deposit. Make each tape at least three inches long and fasten with a paper clip or rubber band (if a large 
bundle). 

 
If more than one check is included in the deposit, prepare a duplicate tape and bring both to the 

TOS when making the deposit. 
 

 

Upon receiving the deposit, while the agency courier is waiting, the office of the TOS will verify that 
the amount of the cash, checks, deposit slips or other evidence of receipt are the exact amounts as shown 
on the ROC and in the PeopleSoft system. If verified, the TOS will enter into the PeopleSoft system a 
deposit identifier number from their independent system and select “Approved”. The TOS agent will initial 
the agency copy of the ROC for the agency records. If the deposit is not verified, the TOS will select “Deny” 
and give the ROC and a signed receipt for the cash/checks to the depositor to return to the agency for 
correction. 

 
Once approved, a deposited amount cannot be modified in the particular deposit ID. A sequential 

document number and transaction date will be stamped onto the ROC form (TOS copy) in the top right 
section of the form labeled "For Treasurer Use Only". 

 
Note: The TOS deposit window closes at 3:00 p.m. each workday. 

 

 

The TOS reconciles cash received to entries made on their separate system at the end of each 
day. If an agency error of an incorrect dollar amount is discovered on a deposit (unreconciled item), the 
agency contact will be notified to correct the error. Corrections should be made as described in 4.4.2.1.1 
DEBIT/CREDIT and in the example below. It is imperative that an agency devote immediate attention to 
the resolution of an error in the report of collections in order to facilitate the daily balancing of processed 
collections between the Treasurer of State system and PeopleSoft. 

 
Example: Both the BU and the TOS incorrectly entered/approved a deposit for $10,000 that was actually 
$1,000. The bank notified TOS of the error; TOS notified the BU that a DR ROC for $9,000 must be created. 

Solution: Enter a new deposit in AR, creating a new ROC 



4.4.3 Accounting Information Entry 

4.4.4 Agency Specific Processes 

4.4.4.1 Temporary outside Deposit Accounts 

4.4.4.2 Lockbox Systems 

• Reference the initial Deposit ID on the Payment Line in the new deposit 
• Take the ROC to TOS; TOS will approve, using ZERO for an approval code 
• Open new deposit; make correct chart field entries, using two lines for each correction 
• DR (+) error line chart fields, to remove this original CR 
• CR (-) correct chart fields 

 

 

Fund and account details can be completed after the TOS has entered an identifier number and 
approved the deposit. Any monies deposited, but not yet identified to funds and accounts, will be held in a 
Cash Control account. This information should be completed as soon as possible after making a deposit 
with the TOS. This includes any debits/credits made to the ROC and NSF notifications. 

 
As noted in 4.4.2.1, unidentified checks should be deposited along with other receipts; these 

unidentified amounts will remain in the Cash Control Account until the type of receipt can be identified by 
the agency and applicable accounting information entered into PeopleSoft. As amounts are identified and 
accounted for, they should be marked as “complete” by the AR Accounting Approver in order that they will 
be included in the overnight automatic posting by the system. It is critical that this information on all deposits 
be entered timely, preferably within one business day of making the deposit. 

 
At the end of each week, determine if any amounts are still in the Cash Control account due to 

accounting information not completed and complete these transactions as soon as possible. 
 

 

Various agencies with branches in other areas of the state have a variety of arrangements designed 
to provide maximum accountability of funds collected. 

 

 

Agencies located outside of the downtown Indianapolis area may be depositing daily in local banks 
as a temporary measure for convenience. Agencies using such accounts shall submit, at least monthly, a 
PeopleSoft generated ROC with a check attached equal to the total and payable to the Treasurer of State. 
The proper preparation of the ROC must include the date the monies were received at the agency office in 
the description section. A cash receipts journal should be maintained at the agency for referencing the 
supporting revenue source documentation to the bank deposit and to the ROC. Entry of the check number 
which transmitted the collections to the Treasurer should also be recorded. 

 

 

Lockbox systems are an efficient means of processing high-volume, repeating types of revenue 
transactions. The revenue, which generally involves agency issuance of statements of amounts due, is 
mailed directly to the financial institution by the payer. Data entry is performed by the bank using scanning 
devices to record information such as date, amount, and payer. According to parameters established by 
the bank and the unit, the bank may reject transactions with incomplete or incorrect information. Within 
one business day, the bank has recorded the deposit to the treasury account and performed the data entry. 
The bank then forwards to the agency a lockbox notice of deposit, the processed documents, a report listing 
a count of items processed and total amount entered, and rejected documents with checks attached. 

 
The lockbox revenue must be entered into the agency accounting records, which would involve 

classifying transactions and posting the batch totals to the cash receipts journal. The agency is responsible 
for reviewing the processed documents. 



4.4.4.3 Electronic Funds Transfer 

4.4.5 Accounting for Other Receipts 

4.4.5.1 Refunds of Expenditure 

4.4.5.1.1 Recording Refunds of Expenditure 

After processing the ROC through PeopleSoft, the ROC and attached notice of deposit form issued 
by the bank is submitted to the TOS as described in 4.4.2. 

 
The lockbox bank accounts are established in the name of the state treasury and monitored by 

office of the Treasurer of State, with bank account statements delivered to the office of the Treasurer. The 
TOS must approve all such accounts. 

 

 

The most common source of electronic funds transfer deposit is a federal grant. An electronic 
funds transfer may be received through a wire transfer, EFT, or through an automated clearing house (ACH) 
transaction. 

 
Each electronic funds transfer transaction must be listed on a separate ROC and may not be 

combined with other agency receipts. It is important that the ROC for an electronic funds transfer be 
processed as described in 4.4.2.1.1. Upon initiation of the transfer, the ROC should be immediately 
delivered to the Treasurer of State's office. Upon notification from the bank that the funds have been 
received, the Treasurer of State will process the report of collections as in 7.4.2.2. 

 
For additional information in obtaining and drawing federal funds, see Chapter 7, Federal Financial 

Assistance. 
 

 

Other than original revenue collections, a variety of other receipts are also handled by agency 
personnel. 

 

 

Refunds of Expenditure are adjustments of amounts previously paid. If collection of an 
overpayment or a rebate is received, the receipt is considered a refund of expenditure. Refunds of 
expenditure include collections of overpayments made to a vendor or contractor, payment received from 
the vendor for credit for defective or returned items, a rebate or other discount remitted by the vendor. 
Return of an SDO travel advance from an employee would also be a refund of expenditure and should be 
credited (CR) to your 115xxx account for your business unit’s SDO Advance Receivable. 

 
Refunds of expenditure may also be collections which offset an additional agency expense which 

had been unanticipated by the agency's budget. An example of the latter situation is a receipt for the cost 
of producing and distributing certain public information requested. As with any other deposit of funds, the 
ROC form is used to report the refund of expenditures in the same manner as other receipts. 

 

 

When entering the chart fields for a refund of an expenditure on an ROC, the accounting entry 
would be a reduction (credit) of the expenditure account originally charged (5xxxxx). 

 
If the original expenditure was charged to a federal grant program, either directly or 

indirectly, be sure to reduce the corresponding expense charged to the federal grant in the 
PeopleSoft projects module. 



4.4.5.2 Refunds of Revenue 

4.4.5.3 Accounting for Returned Checks from Outside Parties -- NSF 

4.4.5.4 Monetary Donations 

4.4.6 Bank Debit/Credit Memos 

4.5 APPENDICES 

4.5.1 Revenue Accounts 

If a rebate in the form of a credit (or credit card) is received from a vendor, it should not be 
recorded until used. When the credit is used, a zero dollar General Ledger entry should be made to 
credit Account 444100 and debit the correct expense account that reflects the item that was purchased. 

 

 

Although a refund of revenue is actually a process for paying monies out, a discussion is included 
in this chapter due to the relationship of such disbursements to money previously deposited and recorded 
on a ROC. The refund may occur due to an overpayment made or the agency's rejection of a transaction. 

 
4.4.5.2.1 Recording Refunds of Revenue 

 

When entering the refund in the PeopleSoft AP voucher process, the transaction should reference 
the original deposit and document the calculation of the overpayment or other reason for refund. The 
reference to the original deposit should include the Deposit ID and date. A debit (+) to the original account 
(4xxxxx) which was credited (-) to record the original receipt is the acceptable accounting entry. 

 

 

When a check previously deposited by a ROC is returned to the Treasurer of State because of 
insufficient funds in the payer’s account, the agency which receives the check must take necessary action 
to collect the amount due. As described in 4.4.2.1.1, The TOS will process a negative receipt to AR; 
including the correct chart fields. When an agency collects on a returned check, the agency submits the 
collection together with a new ROC to the NSF chart fields and Payment Type. Do not use the NSF 
Payment Type. 

 

 

If an agency has statutory authority to accept donations, the donation should be deposited in a 
fund designated for that purpose. If an agency does not have statutory authority to accept donations, the 
donation should be deposited in the General Fund. A revenue account in the 463xxx series should be 
used. 

 

 

Occasionally, the bank may discover an error in a deposit. In this case, the bank will issue either 
a debit or credit memo to document the decrease or increase, respectively, to the TOS account to correct 
the error. See 4.4.2.3 above for business processes to adjust for such errors. 

 
 

 

 
 

All account codes are six digit numbers which classify the accounting transactions. The first digit 
of all revenue objects is the number “4”, followed by a digit which signifies the following major categories 
of revenue. The last four digits represent the specific type of transaction (4XXXXX): 

 
40 - Adjustments, such as prior period adjustments to revenue. 



4.5.2 Cash book example 

4.5.3 Accounts Receivable PeopleSoft Delivered & Custom Reports and Queries 

41 - Non-exchange revenues, such as taxes, for which no direct exchange is given for monies 
received. 
42 - Exchange revenues, such as fees, licenses (Excluding sales). 
43 - Sales and rental revenues. 
44 - Grant revenue. 
45 - Fines and penalties. 
46 - Forfeiture, abandoned property, donations. 
47 - Other revenue, such as retirement fund contributions, lottery distributions, etc. 

 

 

See 4.4.1.2. The example below was created by the State Board of Accounts. It contains fields 
and instructions that are considered minimum requirements of a cash book. Agencies may add fields to 
suit agency needs. Agency cash books should be sent to Formapproval@sboa.IN.gov for State Board of 
Accounts review and approval. 

 
AGENCY CASH BOOK (CASH RECEIPTS JOURNAL)         

INSTRUCTIONS:            

1. Record cash, check, money order, etc. at point of initial receipt (i.e. opening of the mail, or physical collection of monies). Mail should be opened 
and money amounts entered into the cash book by two people, resources permitting. 

    

    

2. Both mail openers/money receivers should initial the entry in the cash book, verifying accuracy of the entry (Agency Users 1 and 2). Checks should 
be restrictively endorsed and date stamped at receipt. 

    

    

3. ROC preparation and deposit of the monies with the Treasurer of State should be made by someone other than those who initially recorded 
monies received in cash book. ROC preparer and deposit courier can be the same person. ROC preparer/deposit courier should not have edit access 

    

    

4. The TOS approved ROC should be reviewed and reconciled against the cash book entries. Reconciler should not be the money receiver or the ROC 
preparer/deposit courier. 

    

5. Reconciler (Agency User 3) should verify all receipts were deposited by initialing the cash book and recording the Deposit ID for each receipt.     

6. Access to cash book should be restricted to initial money receivers and reconciler. ROC creator/deposit courier should not have edit access to cash 
book. 

    

            

SBOA Note: The cash book can be modified to suit agency needs. The default cash book is the minimum information needed.     
            

 

Date Received 
 

 

Fund Type 
(Check, Cash, 

etc.) 

 

Amount 
 

 

 
Check or Document 

No. 
 

 
Name of 

Payor 
 

 
Transaction 
Description 

 

 
Funds Received by: 

Agency User 1 
 

 
Funds Received by: 

Agency User 2 
 

 

Daily Total 
 

 

 

Deposit ID 
 

 

 

Deposit Date 
 

 

Deposit Amount and 
Deposit ID Reconciled By: 

Agency User 3 
            
            
            

 
 

 
The following delivered and custom reports are located in PeopleSoft: 

 
Report/Name Purpose Data Prerequisite PeopleSoft Navigation 
ROC Listing by 
Deposit Status - 
SOIAR050 

Shows status of TOS 
acceptance of deposits 

ROC accepted/denied by TOS; 
Wire Transfer funds received 
by TOS 

Accounts Receivable> 
Payments>Reports> 

Payment Detail - 
AR20002 

Detail of deposits for 
each Deposit ID 

 Accounts Receivable> 
Payments>Reports> 

Payment Summary - 
AR20003 

Totals and status of 
each Deposit ID 

 Accounts Receivable> 
Payments>Reports> 
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ROC Report - 
SOIAR018 

To print ROC to use as 
deposit slip at TOS 

Entry of deposit amounts Accounts Receivable> 
Payments>Reports> 

AR Unposted 
Balance Report - 
SOIAR055 

Shows TOS approved 
but unposted due to 
Direct Journals not 
completed/approved. 

 Accounts Receivable> 
Payments>Reports> 

Aging by Chartfield 
Rpt - AR30006 

Aging by chartfield for 
full AR/Billing agencies 
to reconcile AR 
Account 142010 

Items and payments must be 
entirely processed to AR 

Accounts 
Receivable>Receivables 
Analysis>Aging 

 
 

The following PeopleSoft Public Queries may assist agencies in finding deposits with missing accounting 
lines or needing agency completion: 
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CHAPTER 5 
 
 PROCUREMENT  

 

 SCOPE  
 

This chapter is a brief summary of State of Indiana purchasing rules and regulations, as 
established by the Indiana Department of Administration (IDOA). Further regulations are included 
in Indiana Administrative Code (IAC), Title 25 and specific current purchasing regulations are 
detailed in the IDOA’s Delegation of Purchasing Authority Program (DPAP) manual, which is 
available at www.in.gov/idoa on the Procurement>Procurement Training subpage. 
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5.1 STATUTORY AUTHORITY  

 
IC 5-22-2-24, “Purchase”, states: (a) "Purchase" includes buy, procure, rent, lease, or 

otherwise acquire. (b) The term includes the following activities: (1) Description of requirements. 
(2) Solicitation or selection of sources. (3) Preparation and award of contract. (4) All phases of 
contract administration. (5) All functions that pertain to purchasing. 

 
IC 5-22-2-25, “Purchasing agency”, states: “Purchasing agency" means a 

governmental body that is authorized to enter into contracts by this article, rules adopted under 
this article, or by another law. 

 
IC 4-13-1.3 delegates to the Department of Administration the authority and responsibility 

for purchasing of all supplies and services for state agencies under IC 5-22, including adoption 
and maintenance of purchasing regulations. Specific purchasing regulations are included in 
Indiana Administrative Code (IAC), Title 25 (www.in.gov/legislative/iac/). 

 

5.2 ACCOUNTING THEORY  
 

 

By entering desired purchases into the eProcurement (ePro) module of PeopleSoft 
Financials, pre-encumbrances will be established when a requisition is approved. Pre- 
encumbrances will be automatically converted to encumbrances when the related purchase order 
has been budget checked and approved. Thus, as the encumbrance process sets aside 
appropriated funds for a specific expenditure, overspending of appropriations is prevented. 
Outstanding encumbrances should be periodically reviewed to determine whether still in effect; if 
not, the outstanding encumbrance balance should be liquidated, thus freeing the related funds for 
future expenditures. 

http://www.in.gov/legislative/iac/


3  

5.2.2 Capital Asset Purchases 

5.2.2.1 Leasing Capital Assets 

5.2.2.2 Expiration of Lease 

5.3.1 Segregation of Duties 

The total amount on a vendor contract should be encumbered on a purchase order, 
including amounts to be paid in future years, unless a specific exception is granted by the State 
Budget Agency (SBA) and the Comptroller (See 5.4.1.8). 

 

 

Purchasing capital assets through ePro is required for several reasons, one of which is 
that required asset information will be included throughout the process which will enable the asset 
to be automatically included in the State’s capital asset system. Inclusion of all capital assets is a 
vital component of the State’s financial reporting and public accountability. Through volume 
purchasing, more value for the dollar with ePro purchasing will result in a higher level of 
accountability for tax dollars. 

 

 

When processing an asset lease through ePro, it is required that, in the PO process, a 
checkbox be selected to indicate a lease transaction. All lease documents will be assessed 
through PeopleSoft by the Comptroller Finance staff to determine whether the lease qualifies as a 
“capital lease”. Generally accepted accounting principles require that assets under capital leases 
be considered as an owned asset and depreciated as such. Operating leases, on the other hand, 
are expensed as lease payments are made. The Lease Guide for ePro and Purchasing users, 
available from the IDOA website (www.in.gov/idoa) under the subpage 
Procurement>Procurement Training>Procurement PeopleSoft Guides>Additional Purchase Order 
Documents should be followed. 

 

 

At the end of the lease period for capital assets, the Comptroller Finance staff will 
terminate the lease in PeopleSoft and send a message to the agency asset staff that, if the 
agency is keeping the asset for future use, they need to enter the asset as a Basic Add. See 
Chapter 08 Capital Asset Accounting for details on accounting for these entries. 

 
 

5.3 INTERNAL CONTROLS  
 

 

If one individual is responsible for the requisition, purchasing, and receiving functions, 
fictitious or unauthorized purchases can be made. This may result in the theft of goods and 
possibly payment for unauthorized purchases. 

 
Roles approved by the Financial Policy Group and set up by GMIS are designed to 

reduce the risk of collusion and unauthorized purchasing to a relatively low level. It is 
recommended that the various ePro roles be assigned to separate individuals. The basic 
underlying rule is “no one should be able to approve their own work.” Also, no one can obtain a 
‘working’ role without completing the applicable training. 

 
General rules for approval roles are: 

http://www.in.gov/idoa
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5.3.2 Routing for Purchase Approvals 

5.4 BUSINESS PROCESSES/STATE OF INDIANA POLICY 

5.4.1 Purchasing from State Resources 

5.4.1.1 Quantity Purchase Agreement (QPA) 

• It is highly recommended that an approver complete the training for related modules. 
• An approver should not approve their own work. 
• An Approver should be at a higher level of authority than the originator; if this is not 

possible, should be at the same level, but in a different department. 
• An Approver should never be at a lower level of authority than the originator. 
• An Approver should be knowledgeable about the process/purchase in order to 

authorize. 
• An Approver is ultimately responsible for all entries in the transaction, including chart 

fields and accounting entries. 
 

An employee who has been designated as Procurement Agent/Buyer for an agency after 
satisfactorily completing applicable IDOA courses may be assigned to Requisition, RFP, and PO 
roles if the following conditions are met: 

 
• Requisitioner records Requestor (if different) and requisition is approved by 1) 

ProcAgent and; 2) FISCAL (see role names below). 
• PO is then to be approved by the agency Head Procurement Agent or IDOA (if 

applicable). 
 

The following are definitions of ePro entry and approval roles: 
 

• SOI_Ag_Proc_Agent – Procurement Agent – Delegated by IDOA; if more than one, a 
Head Procurement Agent is determined. 

• SOI_Ag_Fiscal – Fiscal approver – Usually CFO or director of accounting department 
– must have knowledge of accounting rules, chart of accounts, etc. 

 
NO ONE should hold both of the above roles. Agency designated “SOI_ePro_Buyer” can 

hold the SOI_Ag_Proc_Agent role. 
 

Additional levels may be added, as requested by agency, for certain types or cost of 
purchases. 

 

 

The ePro system will automatically route requisitions through the approval system as 
required for each type of purchase. Approvals may be required of the Commission on Public 
Records (ICPR), the Office of Technology (IOT), or the Department of Administration (IDOA) 
Procurement Division, Motor Pool, Budget Agency, PEN Products and/or IN-ARF. Necessary 
budget checks will be processed automatically prior to agency supervisory approvals. 

 
 

 

 

Regardless of the type or dollar amount of any purchase, products or services 
available from the three sources in this section must be purchased from these sources or as 
directed/approved by IDOA Procurement 
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5.4.1.2 IN ARF 

5.4.1.3 PEN Products 

5.4.1.4 Exceptions to State Resource Purchasing 

5.4.1.5 Other General Procurement Regulations 

QPA contracts for repetitively purchased items are negotiated by the IDOA Procurement 
Division only, resulting from a competitive solicitation process designed for cost savings through 
volume purchasing. See the list of current QPA contracts at www.in.gov/idoa/2449.htm. 

 

 

As provided by IC 5-22-13, work centers provide guaranteed products and services to 
state agencies and local governments while benefiting persons with disabilities. The IN-ARF 
catalog is available at www.abilityin.org. 

 

 

Established by the Indiana Department of Correction as provided by IC 5-22-11, a variety 
of products and services are offered by PEN Products, including office furniture and supplies. 
The PEN Products catalog may be viewed at www.in.gov/idoa/2470.htm 

 

 

Exceptions may be made if: 
 

• An emergency exists. 
• Only one source meets the agency’s reasonable requirements. 
• Purchase of data processing contract or license agreements for software. 
• The agency’s functional requirements can’t be met by the product or service available 

from the State Resource. 
• See IC 5-22-10 for further exceptions. 

 
Potential cost savings must also be considered. If there is potentially a significant cost 

savings to buy outside of a QPA or other State Resources, an exception may be requested from 
IDOA Procurement. See additional information for this in the IDOA’s Delegation of Purchasing 
Authority Program (DPAP) manual, available at www.in.gov/idoa on the Procurement Training 
subpage. 

 

 

All purchases, regardless of amount, must be in concurrence with current IDOA 
procurement regulations. A few general guidelines are: 

 
• One time purchases of less than $500 may be made without soliciting competition. 

The requirement to purchase from a QPA, PEN Products, or Ability Indiana is 
applicable regardless of purchase dollar amount. 

• Commodity purchases of $500 to $5,000 require informal quotes; although for quotes 
above $2,500, the vendor must sign a quote package containing State Terms and 
Conditions. 

• Procurement Contracts of $500 to $2,500 require informal quotes. Procurement 
Contract purchases over $2,500 require formal solicitation. 

• Purchases of $5,000 to $75,000 require formal written quotes (agency handles within 
their delegation). 

http://www.in.gov/idoa/2449.htm
http://www.abilityin.org/
http://www.in.gov/idoa/2470.htm
http://www.in.gov/idoa
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5.4.1.6 Purchase and Payment Processes 

5.4.1.7 Requisition 

5.4.1.8 Multi-year Contracts/Leases 

5.4.1.9 Request for Quote 

5.4.1.10 Purchase Order 

5.4.1.11 Receipt of Product 

• Purchases $75,000 and above must be solicited, awarded, and processed by the 
IDOA Procurement Division. 

 
Specific rules on obtaining quotes for commodities, contracts and printing are in the 

DPAP Manual, available at www.in.gov/idoa under the Procurement Training subpage. 
 

 

As explained in 5.2, Accounting Theory, if purchases are processed through ePro, 
funds will be automatically encumbered for specific purchases. Also, most accounting 
information will be automatically pulled from requisition to purchase order to receiver to voucher 
entry, eliminating the necessity to re-enter such information. 

 

 

Requisitions can be processed through the ePro system by selecting from a large array 
of products and vendors. The requisition request will be budget checked and routed to 
appropriate persons for approval. If a requisition is entered by staff other than the person 
requesting the purchase, the “on behalf of” option should be noted. The person requesting the 
purchase is known as the “Requestor”. 

 

 

All contracts and commitments must be entered in the PeopleSoft financial system in 
order to create an encumbrance for the funds committed. For contracts (or leases) spanning 
more than one fiscal year, all years should be accounted for in the initial requisition by using a 
separate line for each fiscal year. 

 

 

If quotes are required to be processed by the agency and the ePro requisition is 
developed through the quote process, complete ready-to-mail, fax (or e-mail) request for quote 
forms can be produced in the system. 

 

 

After a requisition and/or quote is processed in ePro and approved through all required 
channels, a purchase order should be processed in a similar manner. If desired, a copy of the 
PO can then be printed for the agency’s records and the receiving department. A copy should be 
mailed, faxed, or e-mailed to the vendor. 

 

 

When the product is received, a Receiver should record details of the receipt in ePro. 
The Receiver should be independent of both the purchasing and the payable process. If this 
person is unable to make the system entry, he/she should note on the bill of lading the quantity 
received and date received. After signing the bill of lading, he/she should send this paperwork to 
a person designated to make the system entry on their behalf. All such paperwork, or a copy, 
should be retained in the agency files. 

http://www.in.gov/idoa/2342.htm
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5.4.1.13 Payment Processing (for non ePro Purchases) 

5.4.1.14 Other Items of Note 

5.4.2 Purchasing using Special Disbursement Officer Account 

5.4.3 Purchasing using Procurement card or Travel Card 

 
 

After receipt of the commodity or service, receiving information, including the date 
received, must be entered into the receiver. When the invoice is received and the receiver 
information is pulled to AP, the invoice date and accounting date should be entered in AP and a 
transmittal form printed. Attach the vendor’s invoice to the transmittal form and send it to the 
Comptroller’s office for payment processing. 

 

 

For non-PO purchases, all applicable information must be entered directly into the 
PeopleSoft Accounts Payable module and an online voucher printed. Backup documentation 
should be attached to the online voucher and sent to the Comptroller’s office for payment. 

 
Complete details on payment processing are included in Chapter 6, Accounting for 

Expenses, Expenditures. 
 

 

Any procurement requiring another agency’s approval will automatically be routed to that 
agency for approval through PeopleSoft. 

 
Signed receivers (packing slips) and other documentation must be retained at the agency 

for audit purposes and to comply with retention schedules. 
 

Agencies are responsible for complying with all requirements established by the 
Department of Administration relative to this program. Agencies are subject to periodic 
assessments by Procurement Division staff and audits by the State Board of Accounts. 

 
Contact the Department of Administration’s Procurement Division with any questions 

regarding the Delegation of Purchasing Authority Program. 
 

 

Outside bank accounts are permissible for certain small and non-repetitive purchases, 
through a Special Disbursing Officer (SDO) account. Procedures for use of these accounts are in 
Chapter 6 Accounting for Expenses, Expenditures. 

 

 

A Procurement Card (PCard) or Travel Card (TCard) can be obtained through the IDOA. 
The PCard is to be used for purchases similar to the SDO account, including emergency 
purchases. The TCard is intended to relieve state employees from having to pay allowable travel 
expenses from personal funds. 

 
If an entity, whether or not in the executive branch of government, chooses to utilize a 

State controlled procurement or travel card, the entity must follow all applicable policies and 
procedures for the use of the card as prescribed herein and in the Procurement Card User 
Manual maintained by IDOA. 

5.4.1.12 Payment Processing (for ePro Purchases) 
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If funds are not accounted for on the PeopleSoft accounting system, payment cannot be 
made by the Comptroller and a State procurement card SHALL NOT be utilized for a purchase. 

 
Updated procedures and regulations for obtaining and using these cards are at 

www.in.gov/idoa under the Purchasing and Travel Card Program subpage. 
 

Backup documentation for purchases using the SDO account, PCard, or TCard must be 
retained at the agency for audit. 

http://www.in.gov/idoa
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IC 4-7-1-2, Powers and duties, states in part: “The comptroller shall do the following: (8) Draw 

warrants on the treasurer of state or authorize disbursement through electronic funds transfer in 
conformity with IC 4-8.1-2-7 for all money directed by law to be paid out of the treasury to public officers or 
for any other object whatsoever as the warrants become payable. Every warrant or authorization for 
electronic funds transfer shall be properly numbered. 

 
IC 5-13-5-3, Drawing warrant, states: “All warrants for the payment of public funds of the state 

shall be drawn by the comptroller on the treasurer of state.” 
 

IC 4-7-1-5, Duties of comptroller upon issuing warrants or authorizing electronic funds 
transfer, states in part: “Whenever any person is entitled to draw money from the state treasury, the 
comptroller may draw a warrant in his favor on the treasurer of state or authorize an electronic funds 
transfer in conformity with IC 4-8.1-2-7.” 

 
IC 4-13-2-20, Advance payments; special disbursements, states in (a): “Except as otherwise 

provided in this section or IC 12-8-10-7, payment for any services, supplies, materials, or equipment shall 
not be paid from any fund or state money in advance of receipt of such services, supplies, materials, or 
equipment by the state.” Stated further in (d): “The comptroller may, with the approval of the budget 
agency and of the commissioner of the Indiana department of administration: (1) appoint a special 
disbursing officer for any agency or group of agencies whenever it is necessary or expedient that a special 
record be kept of a particular class of disbursements or when disbursements are made from a special fund; 
and (2) approve advances to the special disbursing officer or officers from any available appropriation for 
the purpose.” 

 
Financial Management Circular #96-3 delegated the authority of the budget agency described 

above in IC 4-13-2-20(d) to the Department of Administration. 



6.1.2 Documentation; itemization of vouchers 

6.1.3 Pre-audits; post-audits 

IC 4-13-2-14.8, State contractor or vendor; electronic funds transfer of payments; waiver, 
states in (a): “Notwithstanding any other law, rule, or custom, but subject to subsections (c) and (d), a 
person who has a contract with the state or submits invoices to the state for payment shall authorize in 
writing the direct deposit by electronic funds transfer of all payments by the state to the person. The person's 
written authorization must designate a financial institution and an account number to which all payments 
are to be credited.” 

 

 

IC 4-10-11-1, State departments; disbursement of money by vouchers, … states in part: “The 
disbursement of moneys for any purpose by the departments of the state government shall be by vouchers 
specifically itemizing in every particular the different purposes for which the treasury warrant is authorized. 
These vouchers shall not be approved by any officer or officers authorized to approve the same, unless so 
itemized, giving minutiae of detail, and when vouchers are presented to the comptroller for warrants, they 
shall be accompanied by said itemized accounts and statements” 

 
IC 4-10-12-1, Itemized vouchers; expenditure for purpose appropriated, states: “Where an 

appropriation is made to any officer or department of state government for a specific employment or 
purpose, itemized vouchers showing the proper expenditure of the appropriation for the purpose named 
shall be made to the comptroller before a warrant covering the amount due can be drawn on the treasurer 
of state.” 

 

 

IC 4-13-2-7, Powers and duties of comptroller, states in part in (a): “Subject to this chapter and 
other laws not inconsistent with this chapter, the comptroller shall, respecting all agencies of the state, do 
the following: 

 
(1) Maintain the centralized accounting records for the state, keep the general books of accounts 
on a double entry basis, and maintain accounts as will reflect in detail or in summary, all assets, 
liabilities, reserves, surpluses, revenues and receipts, appropriations, allotments, expenditures, 
and encumbrances except as otherwise provided in this chapter. The accounting records and 
procedures must provide complete fiscal control over all agencies of the state and over all activities 
carried on by them and be upon forms, records, and systems approved by the state board of 
accounts. 

 
(2) Examine every receipt, account, bill, claim, refund, and demand against the state arising from 
activities carried on by agencies of the state, approve each legal, correct, and proper claim, 
designate the account to be charged therefore, and issue the comptroller's warrant in payment 
thereof. The comptroller may authorize the disbursement through electronic funds transfer in 
conformity with IC 4-8.1-2-7. All warrants and electronic funds transfers shall be payable to the 
vendor or claimant and in no instance shall the comptroller issue any warrant or make any electronic 
funds transfer payable to an officer or agency in payment of several claims where the officer is to 
distribute or pay to the several claimants the amount due, except in the case of special 
disbursement officers as provided for in this chapter. However, the comptroller shall not be 
required to audit claims for any refunds made pursuant to IC 6-6-1.1 and IC 6-6-2.5.” 

 
IC 4-13-2-7(e) further states: “This subsection applies to a payment of less than five thousand 

dollars ($5,000). Notwithstanding any other law, the comptroller may elect to: (1) not pre-audit a 
payment; and (2) process the payment with the state agency authorizing the payment. 



6.1.4 Late Payment Penalties 

6.2 ACCOUNTING THEORY 

6.2.1 Accounts Payable Liability 

The state agency is accountable to the state board of accounts under the board's post payment 
auditing procedures.” 

 

 

IC 5-17-5-1, Penalty for late payments of amounts due on public contracts, states in (a): 
“Except as provided in section 2 of this chapter, every state agency and political subdivision shall pay a late 
payment penalty at a rate of one percent (1%) per month on amounts due on written contracts for public 
works, personal services, goods and services, equipment, and travel whenever the state agency or political 
subdivision fails to make timely payment. (b) Except as provided in subsection (c), for the purposes of this 
section, payment is timely if: (1) a check or warrant is mailed or delivered on the date specified for the 
amount specified in the applicable contract documents, or, if no date is specified, within thirty-five (35) days 
of: (A) receipt of goods and services; or (B) receipt of a properly completed claim.” 

 
IC 5-17-5-2, Exemption; "good faith dispute" defined, states: “(a) Section 1 of this chapter does 

not apply to the following: (1) Interagency or intergovernmental transactions. (2) Amounts payable to 
employees or prospective employees of state agencies or political subdivisions as reimbursement for 
expenses. (3) Claims subject to a good faith dispute, if before the date of timely payment notice of the 
dispute is: (A) sent by certified mail; (B) personally delivered; or (C) sent in accordance with the procedure 
in the contract. (4) Contracts entered into before September 1, 1983. (5) Contracts related to highway or 
road construction, reconstruction, or maintenance, if: (A) the Indiana department of transportation 
authorizes partial progress payments under IC 8-23-9-14; and (B) each progress payment does not exceed 
five hundred dollars ($500). (6) Claims, contracts, or projects that are to be paid for exclusively with federal 
funds. (b) As used in subsection (a)(3), "good faith dispute" means: (1) a contention by the state or political 
subdivision that goods delivered or services rendered were: (A) of less quantity or quality than ordered or 
specified by contract; (B) faulty; or (C) installed improperly; or (2) any other reason giving cause for the 
withholding of payment by the state or political subdivision until such dispute is settled.” 

 
IC 5-17-5-5, List of agencies paying late payment penalties states: (a) The comptroller shall 

prepare a list that: (1) identifies each state agency that has paid, or on whose behalf the comptroller has 
paid, a late payment penalty under this chapter; and (2) states the sum paid by the agency or by the 
comptroller on behalf of the agency during the preceding year. (b) The comptroller shall submit the list 
prepared under subsection (a) to: (1) the governor; and (2) the budget agency; before August 1 of each 
year. 

 
 

 

Definitions of Expenditure/Expense: 
 

• Expenditure – a liability incurred in a governmental fund. 
• Expense – a liability incurred in a proprietary or trust fund. 

 

 

As discussed in Chapter 5, Procurement, the encumbrance of allotted appropriations begins with 
the purchasing procedures as processed through ePro. Once the receiver is pulled to an online voucher 



6.2.2 Payment of Liability 

6.2.3 Expenditure/Expense Categories 

and has passed the Document Tolerance and Budget Check processes, it is posted as a payable liability 
{Credit (-)} in the general accounting ledger (GL). An expense in an equal amount is posted {Debit (+)} 

 
If a purchase is not processed through ePro, the payable liability (Credit) and associated expense 

(Debit) will be generated when the voucher (vendor invoice) is entered and posted in the Accounts Payable 
(AP) module. 

 

 

When a payment of a liability is made to a vendor with either a Comptroller Warrant or ACH 
payment, the payable liability will be reduced (+) along with a credit of cash clearing (-). When the 
payment clears the bank, the cash clearing will be reduced (+) along with a reduction of cash (-). 

 

 

With the exception of ID billings from internal service funds, account codes used to classify and record 
expenditure transactions begin with a 5. The second digit of the account is the major category, or point, of 
expenditure. 

 
• 51XXXX - PERSONAL SERVICES - Includes payments for salaries and wages to officers and 

employees of the state (either regular or temporary), the employer's share of social security, 
health insurance, life insurance and retirement fund contributions, payments for compensation 
awards, and special payments for expert service. It also includes salary per diem paid to 
commission and board members. 

 
• 52XXXX - UTILITIES - Includes detail of payments for utility charges, including telecommunication 

services. 
 

• 53XXXX - SERVICES PROVIDED EXTERNALLY BY CONTRACT - Includes detail of payments 
to outside parties to provide certain services, ranging from consulting to maintenance, security, 
training, insurance, construction, etc. 

 
• 54XXXX - SUPPLIES, MATERIALS, & PARTS - Includes detail of payments for various supplies, 

materials and parts. 
 

• 55XXXX - CAPITAL ASSETS, INCLUDING INFRASTRUCTURE - For purchases of capital 
assets. To assure that a capital asset valued at $500 or greater with a useful life greater than 
one year is added as an asset in Asset Management (AM), the asset profile, tag number, location 
and custodian should be entered in ePro prior to the voucher entry. If the asset is related to a 
project, the Project field should be included also. For an asset not to be included in AM (value of 
less than $500), this information should not be included. 

 
• 56XXXX - DISTRIBUTIONS TO OTHER GOVERNMENTAL UNITS - Reserved for distributions 

from the State of Indiana to local (or other) governmental units; generally used to distribute the 
various tax revenues collected on behalf of these units. 

 
• 57XXXX - GRANTS TO OTHER GOVERNMENTAL UNITS OR EXTERNAL ENTITIES - 

Reserved for grants to other governmental units and other external entities. 



6.3 INTERNAL CONTROLS 

6.3.1 PeopleSoft Financials Roles 

6.3.2 Basic Internal Control Procedures for Handling of Payables 

6.3.3 Workflow approvals 

• 58XXXX - SOCIAL SERVICE PAYMENTS - Includes direct and indirect social service type 
payments, including child support distributions. 

 
• 59XXXX - ADMINISTRATIVE AND OPERATING COSTS - Includes a wide variety of 

administrative and operating costs, such as rentals, licenses, fees, settlements, and travel costs. 
 
 

 

 

Separation of duties is critical to internal control for processing payables and expenses (or 
expenditures). Care must be taken to assure that all invoices are recorded timely and accurately and that 
all purchases are authorized. PeopleSoft Financials roles designed to provide this assurance are discussed 
in Chapter 2, Internal Controls. Those with workflow approvals are responsible for certifying the accuracy 
of all information on the document they are approving. 

 

 

• The person verifying the count of product and entering the receiver into the system should be 
independent of both the purchasing and invoicing functions. Exceptions to this rule are granted by 
the internal control group in certain situations where the actual receiver of the product does not 
have system access; in these cases, the actual receiver must sign and date the bill of lading and 
then pass it on to the AP Receiver, who is responsible for retaining these documents for audit 
purposes. 

• All purchase orders and receiving reports should be matched to invoices, with follow up on 
inconsistent information. 

• Individuals independent of the purchasing and receiving functions should follow up on mismatched 
or unmatched, missing, or duplicate items. 

• Vendor statements should be reconciled to accounts payable items. 
• Returns and allowances credit memos should be matched to shipping orders and/or vendor 

communications. 
• Individuals independent of the accounts payable function should follow up on unmatched shipping 

orders for returned goods and related receiving reports and invoices and resolve missing, duplicate 
or unmatched items. 

• Any subsidiary ledgers should be reconciled with purchase and cash disbursement transactions, 
and differences resolved. 

• Access to accounts payable and related files should be restricted. 
• Warrants and remittance advices should be verified and mailed without allowing them to return to 

the staff that prepared claims or approved the transactions for payment. 
• Warrants should be verified in a timely manner and retained in a secure location until mailed. 

 

 

An approver role should not be taken lightly, as this is a very important segment of the internal 
control process. A few basic rules apply when assigning these roles: 



6.4 BUSINESS PROCESSES 

6.4.1 Requisitions, Purchase Orders, Receivers 

6.4.2 PO Voucher, Non-PO Voucher 

6.4.2.1 PO Voucher 

6.4.2.2 Non-PO Voucher (claim voucher) 

• An approver should be at a higher level of authority than the originator of the transaction; 
exceptions might be made if the approver is 1) in another department and 2) has a working 
knowledge of the accounting and recording of the transaction. However, the approver should 
never be at a lower level of authority. 

 

• An approver is responsible for authorizing the payment and for certifying the accuracy of all 
information on the transaction, including, but not necessarily limited to: 
o Chart field values 
o Dollar amount 
o Vendor information, including remit to address 

 
• An approver should confirm that PO vouchers are copied from PO receipts. 

 
 
 

 

 

The preferred method of purchasing products and services for the State as developed through ePro 
is outlined in Chapter 5, Procurement. In the PeopleSoft Financials system, an ePro purchase will begin 
as a pre-encumbrance, will be converted to an encumbrance through a purchase order, and will ultimately 
become a liability (account payable) when the product is received and posted in the system. 

 

 

A PO voucher results from a purchase initiated in ePro; a non-PO voucher, under $500, results 
from a purchase made and approved outside the ePro system. The processing for both is similar; both will 
be subjected to an automatic budget and document tolerance check, and both will be routed to an agency 
approver before the payment can be submitted to the Comptroller for payment. 

 

 

The subsequent step to processing a payment which was initiated through the ePro process is the 
online entry of the invoice for a PO Voucher. Since all related accounting information was included 
throughout the ePro process, this detail must be accessed and copied for the payment process. The 
receiver will provide the detail of whether the ordered items were received in total or a partial shipment. 
This should be compared with the invoice and differences should be resolved. If an invoice is received 
prior to a receiver being processed, the voucher should be entered and placed on ‘hold’ until such time as 
the receiver is available. Agencies should resolve problems with damaged or missing product with vendors; 
if a resolution cannot be reached, contact IDOA Procurement for assistance. 

 

 

If a purchase is approved and made outside the ePro system, the online entry of the invoice 
requires the entry of all required fields and accounting detail. A separate voucher is required for each payee 
claim (invoice). Itemization of separate purchases, categories and account codes should be entered on 
separate lines. Be sure to note the “estimated no. of invoice lines” and, if a capital asset purchase, verify 



6.4.2.3 Definition of Date Fields 

6.4.2.4 Splitting Invoices by Multiple Agencies 

6.4.2.5 Approved Invoice Numbering System 

that the account code and profile ID are compatible. A “received date” must also be entered to record the 
date the item or service was received. 

 
The use of non-PO vouchers for the purchase of items and services must be approved by IDOA 

prior to committing to the purchase/service. 
 

 

• Accounting Date – The date that the voucher is created in the PeopleSoft Financials system. This 
must be within the current accounting period. 

 
• Received Date – The date the product or service being billed for was actually received by the State. 

In the case of a service, the last day the service was rendered should be used. Utility billings have 
a “service to” date; if no such date is included for service contract billings, enter the last day of the 
“billed for” month. 

 
• Invoice Date – The actual vendor invoice date. All invoices should be date stamped immediately 

upon receipt to resolve possible future disputes. This stamped date is NOT to be entered in the 
system. CAUTION: Based on the Pay Terms, the payment of interest is calculated by using the 
latter of Invoice Date or Receipt Date. The possibility exists that a vendor might delay sending an 
invoice, preventing the submission of a timely payment, but back-date the invoice prior to the 
receiver date, thereby causing the receiver date to be used for this calculation and making it 
impossible to prevent a ‘late’ payment. If this occurs, CONTACT THE VENDOR to establish a 
reasonable invoice date. Note: The system will not allow you to enter invoices if the invoice date 
is more than 30 days in the future. The use of the PeopleSoft Financials Contracts module will 
resolve most of these situations. 

 
• Scheduled date – The date the payment is scheduled to be processed. This date is calculated as 

the number of days after the Invoice Date according to the payment terms of the Purchase Order, 
if any, or of the Vendor. 

 

 

If an agreement exists between agencies that the accounting for a payment will be split, this should 
be accomplished by entering separate accounting distribution lines on the invoice, using different BU 
identifying numbers for the various distributions. Approvals will be routed to the BU affected by the entry. 
Note: ID bills are to be issued ONLY by Internal Service funds, and General Ledger entries should be 
limited to those distributions not possible in the subsystems. 

 

 

General Rules for Invoice Numbering: 
 

• DO NOT use dashes in the account number. 
• DO NOT use spaces, slashes or dashes in date formats. 
• DO use punctuations and/or spaces located in vendor created invoice numbers 
• DO enter the invoice number in all CAPS. 



6.4.2.6 Rejection of On-line Vouchers 

6.4.2.7 Freight Charges 

• The PeopleSoft Financials invoice number field is 30 characters 
 

If you have an invoice that does not meet the criteria described below, contact Comptroller Payables for 
further assistance. 

 
6.4.2.5.1 Invoice Number Available 

 

If the invoice contains an ‘invoice number’, enter the exact alpha/numeric value in the invoice 
number field in PeopleSoft Financials. DO NOT make any additions, subtractions, or alter this value in any 
way. Examples: 123456; 12A3456, 12-3456; 12 3 456. 

 
If an agency is responsible for creating payee invoices, the agency may devise a numbering system 

and treat those invoices received with an actual ‘invoice number’. DO NOT use payee SSN or EIN numbers. 
 

6.4.2.5.2 Account Number Available, No Invoice Number 
 

If a ‘customer account number’ is available, but no ‘invoice number’, enter as invoice number the 
account number followed by the date of service. Examples: 0003456789OCT08; or 003456789101008. 
DO NOT use vendor SSN or EIN numbers. 

 
6.4.2.5.3 No Invoice Number, No Account Number 

 

Original invoices (NOT agency created payee invoices as in 6.4.2.5.1 above) with neither an invoice 
number customer account number should be entered using the agency acronym (as on State ID), date of 
service, and division (as applicable). Examples: DOCOCT08EDUCATION; DOC100108EDUCATION. 

 
6.4.2.5.3 Travel Voucher 

 

Travel vouchers should have the invoice number entered as the last name of the traveler, space, 
beginning date of trip, space, ending date of trip. Examples: Smith 071408 071408; Smith 071408 072408. 

 

 

If an on-line voucher is rejected, that voucher will be returned to the agency for correction. 
 
 

Generally Accepted Accounting Principles (GAAP) requires that the cost for a capital asset should 
include “any reasonable and necessary costs incurred to place the asset in its intended use that can be 
directly related to the asset.” See Capital Asset Policy at the Comptroller Publications sub-page. 

 

As was communicated by the Comptroller, effective September 24, 2013, for Capital Asset purchases: 
 

• If a capital asset exists on a PO, the buyer is responsible for making sure that any 
freight/delivery/shipping costs are included in the line item unit price. This applies to capital 
asset purchases that are included with non-asset purchases on the same PO also. 

mailto:InAuditorofStatePayables@auditor.in.gov
https://www.in.gov/comptroller/departments/


6.4.3 Voucher Build 

6.4.3.1 Rejection of Voucher Build vouchers 

6.4.4 High-Volume Payment Batches 

• If a capital asset exists on a PO and applicable freight/delivery/shipping costs are listed as a 
separate line item, the PO must be changed so that the costs are included in the line item unit 
price. 

 
• If a capital asset purchase is not referenced to a PO, the same rules apply; these charges must 

be included in the asset cost. 
 

For non-capital asset purchases, 
 

• If a voucher does not reference a PO and/receipt, a separate freight/shipping/delivery charge 
is acceptable. 

 
• If a voucher does reference a PO and/or receipt, any freight/shipping/delivery charge, whether 

or not presented separately, must be on the PO. 
 

General rule for all: 
 

• For all vouchers that reference a PO and/or receipt, if an invoice contains a 
freight/shipping/delivery charge that was not included on the original PO, additional lines 
cannot 5be added to the voucher for these charges. The invoice should be taken back to the 
PO Buyer for further review. 

 
• For all vouchers that reference a PO and/or receipt, if an invoice contains a 

freight/shipping/delivery charge that was not included on the original PO, additional lines 
cannot be added to the voucher for these charges. The invoice should be taken back to the PO 
Buyer for further review. 

 
• Additional information about freight requirements in ePro can be found on the IDOA 

Procurement PeopleSoft Guides website. 
 

 

This process is used for vendor payments which are interfaced from an agency client-based 
system, such as: 

 
• Department of Education Tuition Support payments 
• Distributions to local governments 
• HIPPA (Department of Health) payments 
• Payroll Vendor Payments 

 

 

If a voucher on a voucher build control group contains line(s) not yet approved by all affected 
business units, the entire control group will be denied if submitted to the Comptroller for payment. 

 
If a voucher on a voucher build NON-control group contains line(s) not yet approved by all affected 

business units, ONLY the affected voucher will be denied if submitted to the Comptroller for payment. 
 

http://www.in.gov/idoa/2934.htm


6.4.4.1 Rejection of High Volume Payments 

6.4.5 Approvals; Documentation Requirements 

6.4.5.1 Automatic Routing for Approval 

6.4.5.2 Document Tolerance 

6.4.5.3 Budget Checking 

This process, with prior C o m p t r o l l e r  approval, is used for non-vendor payments only. 
Included are payments such as: 

 
• Tax refunds (Department of Revenue) 
• Child support distributions (Department of Child Services) 
• STAR refunds (Bureau of Motor Vehicles Commission) 
• Refunds other than tax 
• Recipient reimbursements (FSSA, DOH) 
• Third-party garnishments 

 

 

If one individual payment in a high-volume batch is rejected, the entire batch will be returned to 
the agency for correction. 

 

 

Regardless of the method of voucher entry, certain verifications and approvals must be processed 
prior to approval for payment by the Comptroller. 

 

 

Automatic checks and posting will occur at pre-scheduled times for all eligible documents in the 
system. These schedules may vary. After the transaction has cleared the Document Tolerance and Budget 
Checking, it will be routed to the AP Approver for your business unit. 

 

 

A voucher will have a valid Document Tolerance status unless the voucher is tied to a Purchase 
Order. Only vouchers tied to Purchase Orders will run through the Document Tolerance checking. 

 
Automatic scheduled document tolerance checks through PeopleSoft Financials will occur at pre- 

scheduled times for all eligible documents in the system. 
 

For most payable transactions, a variance not greater than 10% or $500, whichever is lower, 
between a purchase order and resulting invoice is considered acceptable without further review in this area. 
If this variance is exceeded, the document will route to an agency approver for an exception approval. If a 
transaction is greater than the tolerance level, a change order should be issued in ePro. 

 

 

If a voucher has a valid status for Document Tolerance, the voucher will be eligible for automatic 
budget checking. Automatic scheduled budget checking through PeopleSoft Financials will occur at pre- 
scheduled times for all eligible documents in the system. 

 
If you are entering an AP transaction without a purchase order to attach, the available allotment 

balance of the fund affected will be checked to determine available funding. If a transaction fails the 



6.4.5.4 Voucher Posting 

6.4.5.5 Documentation 

6.4.5.6 Comptroller Approvals – 
 

6.4.5.7 Close-Vouchers 

6.4.5.8 Vouchers On-Hold 

6.4.5.9 Refund of Prior Year’s Expenditure 

automatic budget checking process, you should notify your agency budget contact for further consideration 
and possible action by both your agency and the budget agency. 

 

 

If a voucher has passed Document Tolerance and Budget Checking, the voucher is eligible for 
automatic voucher posting. Automatic scheduled voucher posting will occur at pre-scheduled times for all 
eligible documents in the system. 

 

 

Once a payment is approved by the agency approver, the transmittal pages are ready to print. After 
printing the transmittal page from PeopleSoft Financials, support documentation must be attached. The 
payment package may then be delivered to the Comptroller service center for processing. Be sure to 
allow adequate time for the pre-audit function by the Comptroller. 

 

 

For a payment to be approved by the Comptroller, the following must be completed: 
 

• All vouchers must be posted 
• All required business unit approvals must be completed 

 

 

Vouchers should be closed if the voucher was entered in error. Prior to closing a voucher, a note 
should be made on the voucher payment comment message link as to why the voucher is being closed. Do 
not re-use vouchers once a vendor has been selected and saved on the vouchers, instead close the 
voucher. The original vendor defaults remain static on the voucher resulting in incorrect pay terms and 
scheduled due dates. 

 

 

Vouchers should be put on hold if a voucher is pending specific information or needs further 
investigation. Once a voucher is put on hold by selecting the hold box, select an appropriate hold reason, 
and make a note on the payments tab comment link as to why the voucher is being placed on 
hold. Vouchers should not remain on hold for more than 30 days without any action taken against the 
voucher. 

 

 

The detail of processing of a refund from a vendor is described in Chapter 4, Accounting for 
Revenues. However, as this is expense related, it is important to note here that the general accounting for 
a cash refund is as follows: 

 
• Cash refund of current year expenditure - will reduce applicable expense account (Credit 

5xxxxx.) 
• Cash refund of prior year expenditure - will reduce applicable expense account in the current 

fiscal year (Credit 5xxxxx). 



6.4.6 Comptroller Voucher Payment Processes 

6.4.6.1 Pre-audit function 

6.4.6.2 Special Attention Voucher Processing 

6.4.6.3 EFT Payments 

6.4.6.4 Payment by State Warrant 

6.4.6.5 Warrants and Warrant Types 

 
 

The preferred procedure for an overpayment to a vendor is to ask for a cash refund. In some 
cases, generally when repetitive purchases are common (such as an office supply vendor), credit memos 
are issued which can be applied to future payments. 

 
If reasonable effort taken to secure a cash refund for an overpayment has failed, a credit memo 

can be entered as a regular on-line voucher by entering a negative dollar amount. This amount will then 
be deducted from the next payment scheduled for that particular vendor. 

 
Note: The remit address, location, and handling code must match the debit voucher. 

 

 

 

As described in 6.1.3, the Comptroller will perform certain pre-audit activities prior to 
processing a payment. Rejected vouchers will be returned to the agency for resolution. 

 

 

For emergency situations only, Comptroller procedures allow for same day approval, with prior 
permission from the Director or Assistant Director of the Comptroller Accounts Payable. Please be very 
selective when submitting a voucher for this process. 

 

 

As noted in 6.1.1 all vendor payments shall be made by an Electronic Funds Transfer (EFT) through 
an Automated Clearing House (ACH), unless a waiver is granted under the law. 

 

 

Only payment warrants and ACH remittance advices specifically designated by the agency in 
PeopleSoft Financials will be returned to the agency for distribution. This is determined by the Payment 
Handling Code. All others will be mailed by the Comptroller or, if the vendor file contains an e-mail 
address, payment notification will be made by e-mail. As noted in 6.3.2, warrants and remittance advices 
should be verified and mailed without allowing them to return to the staff that prepared claims or approved 
the transactions for payment. Warrants should be retained in a secure location if not immediately mailed 
or otherwise distributed. All warrants should be mailed within one business day of receipt. 

 

 

A warrant is an order to pay from the Comptroller to the Treasurer of State and is issued on the 
State of Indiana’s routing number only, not associated with a specific bank account. Warrant numbers 
always include nine (9) digits. The beginning number identifies the type and use of the various warrants: 

 
• Vendor and Travel Warrants - payments for services, products, rent travel reimbursements, 

etc.; begin with the number 1. 
• Child Support Warrants - child support payments from DCS; self-mailers; begin with the number 

6.4.5.10 Credit to Expenditures (Vendor Credit Memo) 



6.4.6.6 Timing of Payments 

6.4.7 Certain Restrictions on Payment with Public Funds 

6.4.7.1 Unallowable Costs 

6.4.7.2 State Sales Tax, County Innkeeper’s Tax, Food and Beverage Tax 

2. 
• Non-1099 Warrants - high volume payments not requiring IRS form 1099; self-mailers; begin 

with the number 3. 
• Tax Refund Warrants - tax refund payments from Department of Revenue; self-mailers; begin 

with the number 5. 
• Payroll Warrants - salary payments for state employees; begin with the number 9. 

 

 

In general, the PeopleSoft Financials system will schedule a payment in a pay cycle 35 days after 
the invoice date. If alternate contract payment dates are set at the purchase order level due to contract 
terms, payments would be scheduled accordingly. With prior approval by the Comptroller Accounts 
Payable division, other exceptions may be made at either the vendor or individual payment level. Two 
exceptions (at vendor level) are utilities and state employees. 

 

 

Unlike funds controlled by private business, the spending of public funds is restricted by law to 
impose a high level of accountability on public officials approving these expenditures. Payment of 
unallowable costs from public funds may be the obligation of the responsible official or employee. 

 

 

Officials and employees who are accountable for the expenditure of public funds must exercise due 
diligence to assure that all such payments are in the taxpayer’s interest. The following is a list, not 
necessarily complete, of unacceptable payments from public funds: 

 
• Personal items 
• Items not related to the functions and purposes of the unit 
• Alcoholic beverages 
• Duplicate payments or overpayments 
• Personal long distance telephone calls (should not be billed to state network) 
• Personal cellular telephone calls that cause the unit to maintain a calling plan in excess of 

business needs 
• Personal cellular calls not in compliance with the Information Resources Use Agreement, which 

provides for de-minimus personal use 
• Personal use of state debit or credit cards or SDO checks 
• Personal use of state automobile, unless allowed by specific regulation 

 
 
 

 

When an allowable purchase is made from public funds, state agencies are exempt from payment 
of state sales tax, county innkeeper’s tax, and food and beverage tax. The purchase must be invoiced to, 
and paid directly by the state agency. This would include payment using a procurement card or travel card. 
However, in the case of an employee’s approved purchase from personal funds, to be reimbursed from 
public funds, state sales tax is to be paid by the employee and reimbursed with public funds. This practice 
should be minimized and used only when other purchasing methods are not possible. 



6.4.7.3 Purchase Premiums, Rewards, etc. 

6.4.7.4 Late Payment Penalties 

6.4.8 Returned Warrants; Lost Warrants; Returned ACH Payments 

6.4.8.1 Processing for Returned Warrants 

In situations where the vendor is unwilling, or unable to remove the tax, the employee should 
provide Indiana Code 6-9 chapters 1 through 47.5., to the vendor’s management. Each chapter is specific 
to a county’s innkeeper’s tax or food and beverage tax. Each chapter includes language that indicate the 
tax is exempt if the transaction is exempt per IC 6-2.5. 

 
If the vendor is still unwilling to, or unable, to remove the tax, State Form 56410 should be 

completed by the state employee and submitted to agency personnel to process with the invoice. This form 
provides proof the employee did his or her due diligence in trying to get the tax removed, but was 
unsuccessful. If the form is signed and submitted with the vendor invoice, the State Board of Accounts will 
not take exception to the payment of the tax. The form must accompany the invoice and be retained for 
audit. At the end of each year, if the agency feels enough taxes have been paid to warrant the time and 
effort, the agency may request reimbursement from Indiana Department of Revenue. 

 

 

Any compensation, premium, bonus, reward, or product earned as a result of the purchase of goods 
or services by the governmental unit becomes the property of the governmental unit. 

 

 

Payment of penalties and interest due to late payments to vendors may be the obligation of the 
responsible official or employee. See 6.4.2.3 for details. 

 

 

Occasionally a warrant, or other form of payment, is returned and must either be re-deposited into 
a fund or, if lost or destroyed, a replacement warrant issued to the payee. Except for payroll warrants, a 
lost warrant cannot be issued until 30 days after the original issue date. However, if the payee can produce 
part of a partially destroyed warrant, it will be issued immediately. Procedures for processing are outlined 
in the following sections. 

 

 

If the return is due to an address change and the new address is known, or can be easily obtained 
by agency personnel, the agency should mail the warrant to the new address. 

 
If returned for any other reason, State Form 46645, Report of Returned Warrants, should be 

completed and delivered to the Comptroller Service Center (Rm. 144, State House) in an 8 ½ by 11 inch 
envelope. Be sure to complete the following fields on the form: 

 
• Warrant number - on the upper right corner of the warrant or stub. Use one line for each 

warrant. 
• Credit amount - the amount of the warrant returned. 
• Grand Total - total of all warrants or, “Continued” if continued on a subsequent page. 
• Official signature - must be original signature; date, agency name, and business unit 

number are also required. 
• Additional Information - should contain an explanation for the cancellation or reissue of the 

warrant. A contact person’s name and number, if not the agency official, should be 
included in this section. 

• Attach all warrants to the front of the report in the order of presentation on the form. 



6.4.8.2 Lost Warrant – Re-write Procedures 

6.4.8.3 Returned ACH Payments 

6.4.9 Procurement Cards 

6.4.9.1 Procurement Card - P Card 

The Comptroller Lost Warrant Coordinator will process your returned warrants and mail back the 
yellow copy of the report of returned warrants form. On your returned copy, you will notice on the right 
side of the form a column titled "Comptroller’s Use" and, just below, three smaller columns titled "Date 
Cleared," Date Issued," and "Payroll." The date cleared column will have the date the warrant was 
voided/cancelled, i.e., the accounting date. The date issued column will have the date of the reissued 
warrant, if applicable. The payroll column will have the initials of the person who processed this 
transaction if the warrant being returned was a payroll warrant. 

 

 

Before a lost warrant can be replaced, the payee must complete State Form 42850, Affidavit for 
Lost or Not Received Warrant. A signature notarization is required and only the original form will be 
accepted. Except for payroll warrants, a 30 day waiting period will apply. 

 
If a vendor has lost/destroyed a warrant, it is the paying agency’s responsibility to send original 

form SF42850 to the vendor for completion and submission. 
 

 

A returned ACH payment will be researched by the Comptroller staff and a repayment will be 
issued to the vendor by the Comptroller. 

 

 

The Department of Administration, in cooperation with the Comptroller and other regulatory 
agencies, has adopted an alternative method for the payment of small purchases, such as those formerly 
paid through SDO accounts, through use of a procurement credit card. Other similar credit cards processes 
are also available as described here. Payments made through this process will be recorded and approved 
in the PeopleSoft Financials accounting system. See the PeopleSoft P/T Card Module training materials 
for instructions on use of the Procurement Card Module. 

 
The preferred procedure for purchases of goods and services is to timely process payments 

through the Comptroller using the regular online voucher system. These alternative procedures should 
be used sparingly and within the strict guidelines provided. 

 
If an entity, whether or not in the executive branch of government, chooses to utilize a State 

controlled procurement card, the entity must follow all applicable policies and procedures for the use of the 
card as prescribed herein and in the Procurement Card User Manual. 

 
If funds are not accounted for on the PeopleSoft Financials accounting system and payment cannot 

be made by the Comptroller, a State procurement card should NOT be utilized for the purchase. 
 

 

The general purchasing card is known as the PCard and is to be used for small, non-repetitive 
purchases. A manual including processes and allowable purchases and links to other applicable 
information can be found on the IDOA Purchasing and Travel Card Program subpage. 

http://www.in.gov/idoa/2453.htm
http://www.in.gov/idoa/2453.htm


6.4.9.2 Travel Card - T Card 

6.4.9.3 Utility Card - U Card 

6.4.9.4 Fleet Fuel Cards 

6.4.10 SDO (Special Disbursing Officer) Payments 

However, the preferred procedure for purchases of goods and services is to timely process 
payments through the Comptroller using the regular online voucher system. 

 

 

In order to prevent state employees from needing to use private funds to finance business travel, 
a travel card (TCard) is available. See the IDOA Purchasing and Travel Card Program subpage. 

 

 

To avoid late payment penalties in the case of remote state properties’ utility billings, a Utility Card 
(UCard) is available. See the IDOA Purchasing and Travel Card Program subpage. 

 

However, the preferred procedure is to timely process utility payments through the Comptroller 
using the regular online voucher system. 

 

 

The state-wide fleet fuel card program provides State agencies with a widely accepted fleet fuel 
card. The card allows drivers of State vehicles to purchase fuel and auto repair services/items for those 
vehicles. Use of the fleet fuel card is designed to streamline and automate the purchase of fuel for state 
business. For further information, see the State of Indiana Fleet Management Policy on the IDOA Fleet 
Services subpage. 

 

 

Special Disbursing Officer (SDO) advances are a predecessor to Procurement Cards. SDOs are 
agency established checking accounts that can be used for small non-repetitive purchases of products and 
supplies needed during the course of business. Procurement cards are the preferred method for small 
purchases, though SDOs can still be useful for petty cash or cash drawer change needs. 

 
Special Disbursing Officer (SDO) advances can be authorized per IC 4-13-2-20, referenced in 

6.1.1. Additional statutory authority follows: 
 

IC 4-13-2-20(e), states in part; “unless otherwise approved by the commissioner of the Indiana 
department of administration, the special disbursing officer must be the same individual as the 
procurements agent . . .” 

 
IC 4-13-2-20(h) states: “A special disbursing officer is not personally liable for a check issued under 

subsection (g) if: (1) the officer complies with the procedures described in subsection (g); and (2) funds 
are appropriated and available to pay the warrant.” 

 
In the Appendices at the end of this chapter is a flowchart illustrating most SDO processes. Many 

of the following sections are referenced in this chart. 
 

Please note: The use of an SDO account by a unit is optional. Thus, if the unit desires to make 
use of this process, all of the SDO rules must be followed, regardless of whether or not the unit is part of 
the executive branch of government. 

http://www.in.gov/idoa/2453.htm
http://www.in.gov/idoa/2453.htm
http://www.in.gov/idoa/2458.htm
http://www.in.gov/idoa/2458.htm


6.4.10.2 Approval and Local Purchase Number 

6.4.10.3 SDO Checking Account 

6.4.10.4 Other Regulations and Restrictions 

6.4.10.4.1 Product Restrictions 

 
 

State Form 49068, Request for SDO Account Establishment, Adjustments and New Officer, is 
required to request the establishment of (and subsequent changes to) an SDO account. A letter of 
justification is required to be included if any of the following is being requested: 

 
• Use of SDO for expense categories 1 or 5 as noted in the next section. 
• Use of SDO for travel advances to employees, category 9. 
• SDO advance over $1,000. 
• Single purchase limit over $500. 
• The individual named as Special Disbursing Officer is not to be the agency Procurement Agent. 
• An expansion, increase or decrease of the fund. 

 

 

In addition to State Form 49068, agencies must also complete State Form 47911, Authority for 
Local Purchases. This form records spending authority and limitations on purchases from the SDO 
account. Authorized levels of SDO total advance amount and the maximum amount which may be 
expended on a single purchase will also be noted. These restrictions are not to be circumvented by dividing 
purchases to avoid exceeding the limit or by purchasing unauthorized items or services. After approval by 
the Comptroller, all forms are forwarded to the agency. 

 
A separate Local Purchase Number (LPN) is assigned to each SDO advance, as is indicated at the 

top right of the approval form (SF47911). Subsequent changes in officers assigned, advanced amounts, 
or authority granted reference the assigned LP number. 

 

 

After the SDO Advance is approved, a State warrant will be sent to the agency in the amount of 
the total SDO authority. The SDO Officer will then use the warrant to establish a checking account with an 
approved Financial Institution. The agency will then send the bank account information to the Comptroller 
and the Comptroller will, in turn, notify GMIS to set up the bank account in PeopleSoft Financials. Once this 
process is complete, the Comptroller will notify the agency of the completion of the process. There will be 
one checking account for each SDO advance; SDO advances will not be commingled or split into several 
checking accounts, except by specific Comptroller approval. If multiple checking accounts are required, a 
request for multiple SDO advances must be made. 

 

 

State procurement and other state financial laws and regulations also apply to SDO expenditures. 
 

 

SDO funds shall NOT be spent on: 
 

• Items available on any Quantity Purchase Agreement (QPA). 

6.4.10.1 Application 



6.4.10.5 SDO Record Retention 

6.4.10.6 Amount of SDO Advance 

• PEN Products or other prison industry products. 
• Printing services above $500 without justification from IDOA. 
• Items or services procured on an encumbered purchase order contract. 
• Advance payments, except as authorized by IC 4-13-2-20(a) and (b). 
• Items that could be more economically or effectively procured by use of competitive bidding or 

quotations. 
• Personal items, alcoholic beverages, escort services, furs, jewelry, movie rentals. 
• Travel related expenses such as hotel charges and vehicle rentals; vehicle expenses such as 

repair, parking, fuel purchases. 
• Capital assets. 
• Gift cards or gift certificates. 
• Awards or prizes. 
• Utility payments. 
• Restaurants or food, entertainment. 
• Any other items required to be purchased through ePro, as defined in the IDOA Delegation of 

Purchasing Authority Program Manual. 
 

6.4.10.4.2 Other Restrictions 
 

• The authorized level of the account shall not be exceeded. 
• SDO officers do not have authority to sell, dispose, trade-in or exchange property without IDOA 

approval. 
• Refunds or rebates received should be included on the Report of Collections as noted in Chapter 

4, Accounting for Revenue. 
• Sales Tax – see 6.4.7.2. 
• Cannot repeat purchases of same item from a vendor in a three month period for any reason. 

Repetitive purchases should be made through the regular procurement process. 
• Should not split payments to avoid the Single Purchase Limit. 
• There is no authority for an agency to maintain an “over” or “short” fund. 

 

 

All copies of both SF49068 and SF47911, as well as all receipts for SDO expenditures (as noted 
in State retention schedule), should be retained at the agency and available for audit in a permanent file 
until the LPN is closed. 

 

 

Whenever a Special Disbursing Officer fund is established, money is removed from a Treasurer of 
State bank account, thus, not being invested. Therefore, consideration should be given to the size of the 
SDO fund. If an agency is not using the total SDO advance within one or two months, the SDO advance is 
too large and should be reduced. If an agency is reimbursing the total value of the advance more than 
once monthly, an increase might be warranted. 

 
If there is no activity in a 24 month period in the SDO account, the account must be closed and the 

advance returned to the Comptroller as described in 6.4.10.11. 

https://www.in.gov/idoa/procurement/files/ProcTraining_DPAPManual.pdf
http://www.in.gov/idoa/2864.htm


6.4.10.8 Debit Cards 

6.4.10.9 Change in SDO Officer 

6.4.10.10 Accounting for SDO Funds 

 
 

If the SDO fund is in an interest bearing account, any interest earned is to be deposited as interest 
revenue in the general fund. However, if the SDO advance is from a fund that, by statute, may retain 
interest earned from investments, the interest should be deposited as interest revenue in the fund 
accounting for the SDO advance. 

 
Take advantage of any discounts offered. The SDO officer has the duty to pay SDO claims in a 

timely fashion. Any penalties, interest or other charges paid by the governmental unit may be the obligation 
of the responsible official or employee. 

 

 

The preferred purchase method is to timely process payments using the regular online voucher 
system via Comptroller. The PCard is now the preferred over the SDO as the alternative purchase 
method for small purchases. Debit cards through the SDO accounts should no longer be used for 
payments. To request PCards, see the IDOA Purchasing and Travel Card Program subpage. 

 

 

If an agency, after submitting SF49068 to the IDOA, is approved to transfer the authority for an 
SDO fund to another officer, the following tasks should be completed prior to the new officer assuming this 
responsibility. 

• Reconcile to both checking account and SDO advance on old officer expiration date.* 
• New officer must review and accept both reconciliations. 
• File new officer’s signature with bank. 
• Assure that new officer is familiar with single purchase limit and types of expenses allowed. 

∗ Reconciliation should be same as required monthly reconciliations. 
 

 

All monies in the SDO account must be accounted for at all times, both on the PeopleSoft Financials 
accounting system and in any manual records used. 

 
6.4.10.10.1 Processing of SDO Checks 

 

MANUAL CHECKS 
 

All manual checks must be serially pre-numbered by the printing supplier and include the agency 
name. Blank check forms should not be accessible to persons other than those authorized to prepare or 
supervise the check writing process. Checks should never be signed unless payee and amount has been 
completed and approved. Voided or damaged checks should be rendered non-negotiable and filed for 
subsequent inspection or audit. If manual checks are used, a manual check register is required. 

 
Prior to issuing an SDO check, perform a vendor inquiry in PeopleSoft Financials. If no vendor 

identification number appears, the vendor must complete and file with the Comptroller a Form W-9, 
Request for Taxpayer Identification Number and Certification, prior to payment of the vendor invoice. 
Form 1099 reporting will be determined at the vendor level and is no longer the responsibility of the 
individual agency. 

6.4.10.7 Interest Earned on SDO Account – Purchase Discounts 

http://www.in.gov/idoa/2453.htm


6.4.10.10.2 SDO Queries in PeopleSoft Financials 

Be sure to include all applicable information on the face of the check, including invoice or account 
number in the “memo” section. On the invoice, note the date paid and check number. If not entering 
immediately into PeopleSoft Financials, post the check date, check number, payee, and amount to the 
manual check register. Calculate and enter the remaining check register balance. Insufficient funds 
charges are the responsibility of the assigned officer; do not exceed the available balance. 

 
Checks to vendors should be mailed without allowing them to return to the person who approved 

the transaction for payment. File the paid invoices and receipts in a pending reimbursement file. When the 
transaction entry is made to PeopleSoft Financials, you will need to complete the appropriate chart fields. 
You may want to file back-up documents by LPN#, major expense category, and payment ID# assigned by 
PeopleSoft Financials. 

 
SYSTEM CHECKS 

 

If printing SDO checks from PeopleSoft Financials, enter the voucher for purchase, selecting your 
applicable SDO bank account. After payment is approved by your agency approver, run the pay cycle, thus 
printing the SDO check. 

 
ALL checks should be accounted for in PeopleSoft Financials; if a check is voided and in the 

possession of the agency, enter at -0- dollars and indicate VOID. If a check is to be voided but not in the 
possession of the agency, stop payment with the bank, cancel the payment in PeopleSoft Financials and, 
if not replacing, close the voucher. If replacing, re-open and re-issue. Running the 
SOI_SDO_PAYMENT_DETAIL query prior to entering manual checks in the system will help to prevent 
possible duplication of entries. 

 
If bank fees are charged to the SDO account, enter a voucher for the total fees for the month, using 

abbreviated month as check number – ex. NOV10FEES. If fees are due to overdrafts of the account, the 
SDO Officer could be responsible for the fees. For a suitable Invoice Number, follow guidance in 6.4.2.5. 

 

 

The SOI_SDO_PAYMENT_DETAIL Public Query provides information that you need to know prior 
to requesting the SDO Reimbursement. This query can be run for a specific LPN and provides the following, 
as well as chart fields used for each payment: 

 
• Payment Status – if check has cleared the bank, status will show as Paid 
• Recon Status – Reconciled or Unreconciled 
• Cancel Action – shows whether or not check has been cancelled 
• SDO Payment Date – date check written 
• Reimb Status – if reimbursed, status will show as Paid 
• Reimb Payment # – this number is the Payment ID used to look up the reimbursement deposit into 

the SDO bank account 
• Reimb Payment Date – date of reimbursement deposit 
• Other Reimbursement information 

 
Use of this query can help you avoid requesting reimbursements prematurely and possibly 

requesting reimbursements more than once for the same payment. It can also help to avoid duplicate 
check entries. 



6.4.10.10.6 Return of Excess SDO Balances 

6.4.10.10.3 Documentation for SDO Reimbursement 
 

It is no longer necessary to send backup documentation for SDO payments to the Comptroller 
along with the reimbursement transmittal. However, all such documents must be retained at the agency 
for audit as noted in the retention schedules. 

 
6.4.10.10.4 PeopleSoft Financials Accounting System/Reimbursements by Comptroller 

 

All SDO fund disbursements must be included on the PeopleSoft Financials accounting system, 
whether paper checks are printed from the system or manually generated. These entries must occur no 
later than the last day of the month the checks are created. Individual payments must be entered into 
Accounts Payable in a similar fashion as non-PO vouchers. If manual checks are used, “Record Only” 
should be selected in order to prevent duplicate payments. 

 
Reimbursements to the SDO account for a check written should NOT be requested until the check 

in question has cleared the bank account. This will prevent possible reimbursement for checks which may 
be lost or remain outstanding for various reasons. Disbursements can be selected for reimbursement 
through the system. Once your AP Manager has approved and printed the SDO payment reimbursement 
transmittal form, the SDO officer will need to manually sign this transmittal. A copy may be attached to 
agency documentation for future reference, audits, etc. All documentation items must agree to the 
reimbursement request. Attach small receipts to an 8 ½ by 11 page to prevent loss in files. 

 
On the SDO Reimbursement approval screen in PeopleSoft Financials, the status of your 

reimbursement request in the Reimbursement Status column shows as: 
 

• New – Created; pending agency approval 
• Submitted – Approved by agency; pending Comptroller approval 
• Completed – Comptroller approved; pending payment 
• Paid –ACH transfer has been made 
• Denied – Not approved; need to process a new request 

 
6.4.10.10.5 EFT/ACH Deposits of SDO Reimbursements 

 

Once the Comptroller has approved an SDO reimbursement transmittal form, the amount 
approved will result in an AP voucher payable to the SDO bank account assigned to the SDO Officer 
through an automated clearing house (ACH). A remittance advice will be sent to the agency for inclusion 
in SDO records. 

 

 

Your SDO balance may contain an excess of funds due to 1) more than one reimbursement of a 
single payment; or 2) reimbursement received for a check that is never cashed. By following the guidelines 
above, these situations can be avoided. However, if you have an excess balance, you should issue a SDO 
check to the Comptroller, charging (debit +) expenditure account 599981, Return of Excess SDO Balance. 
The Comptroller will deposit the check in the appropriate fund, depositing (credit -) to the same account. 
The effect of these transactions will move the cash back to the fund without creating an additional 
expenditure in your SDO 



account or fund. This account is not subject to budget checking, and you will not include this in future 
reimbursement requests. 

 
6.4.10.10.7 SDO Travel Advances 

 

As the TCard is now the preferred method of payment for travel expenses, debit cards through the 
SDO accounts should no longer be used for travel, except in very limited circumstances. To request 
TCards, see the IDOA Purchasing and Travel Card Program subpage. 

 

6.4.10.10.8 Reconciliations of SDO Accounts 
 

At least monthly, the following reconciliations must be performed for the SDO fund: 
 

• Manually reconcile cleared checks from the monthly bank statement. If Automatic 
Reconciliation is used, reconcile checks cleared from imported bank file. 

• Reconciliation of the PeopleSoft Financials check register to the bank balance. 
• Reconciliation of the SDO LPN advance to the PeopleSoft Financials check register balance. 
• If manual SDO checks are used, reconciliation of the SDO manual check register balance to 

the PeopleSoft Financials check register balance. 
 

6.4.10.10.9 PeopleSoft Financials Reconciliation to Bank Statement – Manual 
 

The PeopleSoft Financials system includes pages to reconcile bank statements with PeopleSoft 
Financials payment information. All SDO checking accounts must be reconciled monthly within PeopleSoft 
Financials. 

 
INITIAL RECONCILEMENT - If you have not successfully completed an SDO reconcilement in 
PeopleSoft Financials, use the following steps to perform the initial reconcilement: 

 
1. Make sure ALL SDO manual checks are entered in the system as Record Only. 

 
2. Assure that ALL reimbursements are recorded. Run the SOI_SDO_Payment_Detail query to 

check this. 
 

3. Navigate to Banking>Reconcile Statements>Manual Reconciliation. You will need your bank 
and bank account number (from bank statement). 

 
4. Compare each item to the bank statement, checking in the Select column those checks that 

have cleared and entering the ‘cleared date’ in the second column. 
 

5. Click on Reconcile box at bottom left. 
 

6. Run Check Register report from Banking>Reports>Check Register using a date range from 
01/01/1900 to the ending date of bank statement. 

 
7. If data prior to 9/15/09 appears on the report, your account will not reconcile; contact GMIS 

for assistance to clear out these old transactions and balance. GMIS/Comptroller will 
review case by case for a possible solution. Solution may be: 1) payment table; 2) 
reconcile date; 3) reconcile status for a possible SQL update. 

 
8. Run Check Register report from Banking>Reports>Check Register, entering the SDO 

advance amount as the beginning balance. 

http://www.in.gov/idoa/2453.htm


MONTHLY RECONCILEMENTS - After the initial ‘cleanup’ reconcilement, monthly reconcilements must 
be performed as followed: 

 
1. Make sure ALL SDO manual checks are entered in the system as Record Only. 

 
2. Assure that ALL reimbursements are recorded. Run the SOI_SDO_Payment_Detail query 

to check this. 
 

3. Navigate to Banking>Reconcile Statements>Manual Reconciliation and run this report 
using the same date range as on your bank statement. You will need your bank name and 
bank account number (from bank statement). 

 
4. Compare each item to the bank statement, checking in the Select column those checks 

that have cleared and entering the ‘cleared date’ in the second column. 
 

5. Click on Reconcile box at bottom left. 
 

6. Run Check Register report from Banking>Reports>Check Register, entering the ending 
balance of the prior month’s Check Register report as the beginning balance. 

 
6.4.10.10.10 Automatic Reconciliation to Bank Statement 

 

If your agency receives a bank file to import to PeopleSoft Financials (a fee is charged for this 
service), an automatic reconciliation is available at Banking>Reconcile Statements>Automatic 
Reconciliation. 

 
After the reconciliation is completed, proceed to the Check Register. 

 
6.4.10.10.11 SDO Advance Reconciliation to PeopleSoft Financials Check Register 

 

At all times, the unreimbursed disbursements plus any advances to office cash plus the SDO 
checking account balance must equal the local purchase advance. If the reconciled SDO advance is less 
than the amount originally advanced, the SDO officer may be personally responsible for the amount needed 
to balance the advance. 

 
Instructions for the reconciliation are as follows: 

 
• Go to PeopleSoft Financials Banking>Reports>Reconciliation of SDO Advance 
• Bank SetID should be STIND 
• Select appropriate Bank Code 
• Select PeopleSoft Financials Bank Account Number 
• Complete As Of Date for date desired 
• Complete Advances to petty cash funds, if applicable 
• Run Report 

 
Information on the completed reconciliation will include: 

 
• LPN Number, SDO Officer, Fund affected by Advance; Bank Account ID, Bank Account 

Number 
• Total SDO advance amount 



• Check register balance at As Of Date 
• Total Payments made from inception of account to As of Date 
• Total Deposits made from inception of account to As of Date 
• Reconciling items section – the report will identify these items 
• Variance – this is the unreconciled amount that you will have to identify and resolve 

 
This reconciliation of the SDO advance must be formally documented at least monthly. All 

reconciliations should be retained for audit; this will help to easily identify a month when a variance first 
occurred. A sample reconciliation is included in the Appendices of this chapter. 

 
6.4.10.10.12 Outstanding Checks 

 

IC 32-34-1 applies to checks issued by a governmental unit and notes that such items are 
considered abandoned in 32-34-1-20(7) as follows: "For property held by a state or other government, 
governmental subdivision or agency, or public corporation or other public authority, one (1) year after the 
property becomes distributable." 

 
Such property is to be conveyed to the Attorney General at such time that it can be considered 

abandoned. The process for recording this for SDO checks is described below. 
 

Note: All such checks will have been recorded in prior years, as the property is not considered 
abandoned until the year following distribution. 

 
6.4.10.10.12.1 Cancelling SDO Payments 

 

Example: Check written in same FY as void process. No reimbursement from the Comptroller. 
 

1 Cancel the outstanding check (void) on the system. In this example, the payment originated in 
FY2012 and is being cancelled in FY2013. 

 
  Account Bud Ref Bud Per DR CR 
* Cash 1xxxxx 2012 2013Q1 200  

* A/P 2xxxxx 2012 2013Q1  200 
 

2 Close the voucher. 
 

     DR CR 
* A/P 2xxxxx 2012 2013Q1 200  

* Expense 5xxxxx 2012 2013Q1  200 
 

3 Notify bank to stop payment if check is not in possession of agency. By cancelling (voiding) the 
check, you have effectively returned the $200 to the cash balance and reinstated the A/P amount. 
Closing the voucher (effectively eliminating the A/P amount and the related expense) would increase 
the allotment balance by $200. 

 
4 Issue a new check if necessary. 

 
Note: If the Comptroller reimbursement has been received for the check and you do not 

reissue, your account will be in excess and you will need to note this on each monthly reconciliation until 
one year after original distribution of the check, at which time you can consider it ‘abandoned property’ 
and follow guidelines in the next section. 



6.4.10.10.14 Establishment and Accountability for Cash 

6.4.10.10.12.2 Abandoned Property Dispensation Procedures 
 

Example: Check was originally dispensed at least one year prior to current date. 
 

Note: All such checks will have been recorded in prior years, as the property is not considered 
abandoned until the year following distribution. 

 
1 Cancel the outstanding check (void) on the system. In this example, the payment originated in 

FY2010 is being cancelled in FY2013. 
 

  Account Bud Ref Bud Per DR CR 
* Cash 1xxxxx 2010 2013Q1 200  

* A/P 2xxxxx 2010 2013Q1  200 
 
 

2 Close the voucher. 
 

     DR CR 
* A/P 2xxxxx 2010 2013Q1 200  

* Expense 5xxxxx 2010 2013Q1  200 
 

*System generated entries 
 

By cancelling (voiding) the check, you have effectively returned the $200 to the cash balance and 
reinstated the A/P amount. Closing the voucher (effectively eliminating the A/P amount and the related 
expense) would increase the allotment balance by $200. 

 
3 Write SDO check to AG for $200, debiting the expense account. 

 

  Account Bud Ref Bud Per DR CR 
* Cash 1xxxxx 2013 2013Q1  200 

 Expense 5xxxxx 2013 2013Q1 200  

 
4 Process Journal Entry to move expense to prior year. 

 

 Account Bud Ref Bud Per DR CR 
Expense 5xxxxx 2010 2013Q1 200  

Expense 5xxxxx 2013 2013Q1  200 
 

*System generated entries 
 

You will need to request reimbursement from the Comptroller for this check in order to return 
the cash to your account. If reimbursement has previously been received (you have excess funds in 
your bank account), don’t use “record only” if manual check entry. For manual or system checks, use 
Handling Code of IG (Ignore) as you will not be requesting reimbursement for this check. 

 
6.4.10.10.13 Local Office Cash Funds 

 

Local office cash funds may be established to facilitate payments for small routine office expenses 
such as postage due or for cash drawer change purposes. 

 



6.4.10.11 Closing SDO Account 

Issue a check from the SDO fund payable to the employee who will be responsible for the cash 
(custodian). This employee should adhere to the following guidelines: 

 
• Keep cash in the agency office in a locked cash box stored in a locked safe or cabinet. 
• Make all disbursements in cash, requiring from the person receiving cash either a purchase 

receipt or cash receipt (if purchase not yet made). 
• Keep all receipts, invoices, or other paid items separate from the cash for better internal control. 
• When reimbursement is necessary, submit paid receipts or invoices to the Special Disbursing 

Officer. 
• Upon acceptance of the disbursement receipts/invoices, the Special Disbursing Officer will 

issue a check payable to the custodian, to be cashed and placed in the locked cash box. If an 
advance, such as start-up funds, be sure to note as such on SDO checking account record. 

• There is no authority for an agency to maintain an “over” or “short” fund. 
 

At all times, the un-reimbursed disbursements plus the cash on hand must equal the cash advance. 
On a monthly basis, this reconciliation should be documented and, if possible, independently verified. 

 
If an SDO has issued a check to a cash fund, he/she is responsible for oversight of those cash 

funds and for ensuring that any expenditures are included in PeopleSoft Financials. When processing a 
reimbursement request through PeopleSoft Financials, all receipts should be attached to the agency copy 
of the request and kept on file. 

 
6.4.10.10.15 Multiple SDOs in an Agency 

 

If an agency has multiple local purchase authorizations, with different employees as special 
disbursing officers, then: 

 
• Each SDO officer is responsible for the assigned local purchase authority, for entering all 

expenditures into PeopleSoft Financials, and for both reconcilements of the individual 
banking account. 

• The various SDO funds established may have different authorized expenses and single 
purchase limits. 

• Each SDO established may be authorized to incur expenses for a different fund (or project). 
 

Current policy is: one SDO to one bank account; do not combine multiple SDO funds in a single 
bank account or split an SDO fund into more than one bank account. The Comptroller will no longer issue 
multiple SDOs to an agency. 

 

 

Prior to closing an SDO account, Form #49068 must be submitted to IDOA, who will approve the 
action and send Forms #49068 and #47911 to the Comptroller. T h e  C o m p t r o l l e r  will approve the 
closing and send Form #47911 to the agency with further instructions. 

 
The agency SDO Officer should then reconcile the SDO balance to the bank account and also to 

the SDO advance, retaining all reconcilement records for audit by the SBOA. 
 

The Comptroller will send the agency a request for a cashier’s check for the balance on the 
account made payable to the State of Indiana. At this time, the agency should close the account with the 
bank so no further charges are accrued. 



The Comptroller will deposit the ending balance check with TOS, using the Report of Collections, 
to the fund from which the SDO payments were made. After this check has cleared the external bank 
account, the agency can close this bank account and notify the Comptroller that the account is closed. 
The Comptroller will contact GMIS to inactivate the account on the system, thereby completing the closing 
process. 



6.5.1 Chart of Expense Accounts (other than Payroll, Benefit Related Accounts) 

 
 

 

Due to continual additions of detailed accounts, only the main categories are presented here. In 
PeopleSoft Financials, detail of any account list can be accessed by entering the first three numbers from 
this chart and selecting Search. 

 
 UTILITY COSTS 

520xxx WATER & SEWAGE 

520xxx ENERGY 
521xxx TELECOMMUNICATIONS - SERVICES 

 SERVICES PROVIDED BY EXTERNAL PARTIES 
531xxx PROFESSIONAL SERVICES 
532xxx FAC & INFRA MAINTENANCE 
533xxx EQUIPMENT MAINTENANCE 

534xxx SECURITY & SAFETY 
535xxx COMMUNICATIONS & TRAINING 
536xxx SHIPPING & TRANSPORTATION 

537xxx INSURANCE 
538xxx CONSTRUCTION 

539xxx PROGRAM OPERATION 
 SUPPLIES, MATERIALS, & PARTS 

541xxx MOTOR VEHICLE EXPENSE 

543xxx FACILITIES MAINT SUPPLIES 

544xxx INFRASTRUCTURE MAIN SUPPLIES 
545xxx EQUIPMENT MAINTENANCE SUPPLIES 
546xxx OFFICE SUPPLIES 

547xxx SPECIALIZED OPERATING SUPPLIES 
548xxx MEDICAL & VETERINARY 

 CAPITAL ASSETS 
551xxx LAND 
552xxx INFRASTRUCTURE 
553xxx CONSTRUCTION IN PROGRESS 

555xxx PROPERTY, PLANT, & EQUIPMENT 
 DISTRIBUTIONS 

561xxx DISTRIBTN TO OTHER GOV UNITS 

570xxx GRANTS 
571xxx LOCAL GOVERNMENTAL UNITS 

6.5 APPENDICES 



6.5.2 Expense Related Reports 

572xxx PRIVATE ORGANIZATIONS 
573xxx NON PROFIT ORGANIZATIONS 

574xxx DISASTER ASSISTANCE 
575xxx TUITION & SCHOLARSHIPS 

 SOCIAL SERVICE PAYMENTS 
580xxx DIRECT SUPPORT PAYMENTS 
581xxx INDIRECT SUPPORT PAYMENTS 

582xxx REFUNDS 

582xxx LOCAL UNIT REFUNDS 
583xxx ADDITIONAL SUPPORT 
583xxx LOCAL UNIT REIMBURSEMENT 

 ADM & OPERATING EXPENSES 
590xxx FAC/REAL ESTATE RENTAL & LEASE 

591xxx EQUIPMENT RENTAL & LEASE 

592xxx LICENSES, FEES, INTEREST TAXES 
593xxx SETTLEMENTS, FINES COURT COSTS 

 EMPLOYEE TRAVEL COSTS 
5951xx IN STATE TRAVEL EMPLOYEE REIMB 
5955xx OUTOFSTATETRAVEL EMPLOYEEREIMB 

5958xx INSTATETRAVEL 3RDPARTY PYMT 

5959xx OUTOFSTATETRAVEL 3RDPARTY PYMT 
 OTHER ADMIN COSTS 

599xxx ADMIN & OPERATING COSTS 
 

 

Recommended Delivered Reports 
 

Accounts Payable>Reports>Voucher Reconciliation> various aging reports 
 

PeopleSoft Financials accessible custom reports/queries not available in the Comptroller Alchemy storage 
 

Query / Report Name Purpose Data Prerequisite PeopleSoft Financials Navigation 
Fund Profit & Loss 
Statement 

Profit & loss statement by 
fund or department 

Items that have posted to 
the General Ledger 

General Ledger> Agency Reports> Profit & 
Loss Statement 

SOI_WARRANT - ACH & 
Warrant Totals 

Provides a summary of 
warrant totals and ACH 
payment totals 

Payments that have been 
created in the pay cycle 

Public query -- Reporting 
Tools>Query>Query Viewer – 
Enter: SOI_WARRANT 

SOI_SDO_PAYMENT_DET 
AIL - SDO Payment Detail 

Query includes detail 
about SDO payments, 
including reimbursement 
status 

SDO Vouchers/ 
Reimbursements that have 
posted 

Reporting Tools>Query>Query Viewer – 
Enter: SOI_SDO_PAYMENT_DETAIL 



6.5.3 SDO Reconciliation Examples (2) 

Alchemy Accessible AP Agency Custom Reports – Available on Comptroller Alchemy 
 

Query / Report 
Name/Frequency 

Purpose Data Prerequisite PeopleSoft Financials Navigation 

Warrant 
Distribution By 
Agency 

 
SOIAP201 

 
Daily 

To give all the agencies a highlight 
of the payments to the vendors for 
that day 

Payments that have been 
created in the pay cycle 

Accounts Payable > Reports > 
Payments>Warrant 
Distribution by Agency 

Agency 
Appropriation & 
Allotment Trial 
Balance 
SOIGL106 
Daily 

Gives year-to-date business unit 
totals/balances for appropriations, 
appropriation balance, allotments, 
pre-encumbrances, encumbrances, 
expenditures, and allotment 
balance. 

Requisitions, Purchase 
Orders, Vouchers and 
Journals that have been 
budget checked; 
Appropriation and Allotment 
Budgets that have been 
posted 

General Ledger> Agency Reports> 
Alchemy reports > 
Agency Approp & Allot Trial Bal 

Fund Appropriation 
& Allotment Trial 
Balance 
SOIGL103 
Daily 

Gives year-to-date fund 
totals/balances for appropriations, 
appropriation balance, allotments, 
pre-encumbrances, encumbrances, 
expenditures, and allotment 
balance. 

Requisitions, Purchase 
Orders, Vouchers and 
Journals that have been 
budget checked; 
Appropriation and Allotment 
Budgets that have been 
posted 

General Ledger> Agency Reports> 
Alchemy reports > 
Fund Approp & Allot Trial Bal 

Fund Activity Detail 
SOIGL113 
Monthly 

Provides users with a common 
source of financial information for 
the purpose of providing a detailed 
list of all transactions by Fund and 
Account for a given Month to Date. 

Items that have posted to 
the General Ledger 

General Ledger > Agency Reports > 
Alchemy Reports 
> Fund Activity Detail 

GL Detail by 
Journal ID 
SOIGL111 
Daily 

Provides the entire journal 
transaction on each posting date. 
Agency uses this report to search, 
to verify or to find questionable 
transaction. It is a complementary 
report to GLDETAIL except there’s 
no AP detail. 

Items that have posted to 
the General Ledger 

General Ledger > Agency reports > 
GL Detail by Journal ID 

 
Custom Queries in PeopleSoft Financials 

 
Query Name Purpose Data Prerequisite PeopleSoft Financials Navigation 
SOI_WARRANT - ACH & 
Warrant Totals 

Provides a summary of 
warrant totals and ACH 
payment totals 

Payments that have been 
created in the pay cycle 

Public query -- Reporting 
Tools>Query>Query Viewer – 
Enter: SOI_WARRANT 

SOI_SDO_PAYMENT_DETAIL 
- SDO Payment Detail 

Query includes detail about 
SDO payments, including 
reimbursement status 

SDO Vouchers/ 
Reimbursements that have 
posted 

Reporting Tools>Query>Query Viewer 
– 
Enter: SOI_SDO_PAYMENT_DETAIL 

 

 

DEPARTMENT OF ENCOMPASS 

RECONCILIATION OF SDO ADVANCE 
As of March 31, 2008 



Local Purchase Number: 000501151000  
Special Disbursement Officer: 10000456789 Jane Doe 
Advance from Fund: 10040 Encompass General Fund  

Bank Account ID: STIND-CHASE-1234  

Bank Account: 074000010-*******3456  

 
Total SDO advance 

 
$1,200.00 

Check register balance at 3/31/08 320.97 
 

Plus: Advances to petty cash funds: 
 

Custodian Amount 
Bob Smith, Columbus 300.00 
Kris Love, Kokomo 200.00  

 500.00 

Plus: Pending SDO reimbursement requests:  

Request Number Date Amount 
100000207 03/25/09 83.72 
100000234 03/26/09 243.07  

326.79 

Plus: Payments not yet on reimbursement request: 
 

Check Number Date Status Amount 
0000000226 3/26/09 Unreconciled 3.57 
0000000228 3/27/09 Reconciled 48.67  

52.24 

Total SDO advance reconciled $1,200.00 

Variance 0.00 
 
 

Prepared by:  M123456 Mark Doe Date: 04/05/2009 
 
 
 

Approved by:  Date:   



EXAMPLE – SDO CHECK REGISTER -- PeopleSoft Financials 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Manual Check Register to PeopleSoft Financials Check Register 
 

DEPARTMENT OF ENCOMPASS Financials 
 

SDO MANUAL CHECKING ACCOUNT RECONCILIATION 

As of March 31, 2008 

Local Purchase Number: 000501151000 
Special Disbursement Officer: 10000456789 Jane Doe 
Advance from Fund: 10040 Encompass General Fund 
Bank Account ID: STIND-CHASE-1234 
Bank Account: 074000010-*******3456 



Balance from Manual Ck. Register $387.84 
 

Add: PeopleSoft Financials Deposits not yet in Manual Register 
100.00 

 
 

Less: Checks not yet in PeopleSoft Financials system 
 
 
 

Date Ck. # Amount 

3/23 224 63.30 
 

3/26 226 3.57 
 

66.87 
 

Reconciled balance manual check register $320.97 
 
 
 

PeopleSoft Financials Register Balance 
$320.97 

 

Variance -0- 
 
 
 

Prepared by:  Date:  
 
 
 

Approved by:  Date:  



 
 

SDO CLOSEOUT PROCESS 

 
AGENCY 

 

 
DEPT. OF 

 
 
 

COMPTROLLER 

 

 
TREASURER OF 

ADMINISTRATION STATE 

 
SEND FORM 

#49068 TO IDOA 
*6.4.10.11 

 

IDOA 
APPROVES 

 
 

 
*SECTION REFERENCES TO THE STATE 

ACCOUNTING MANUAL ARE NOTED IN THIS 
DOCUMENT 

 

 
FORMS #49068 & 

#47911 TO COMPTROLLER 

 
COMPTROLLE

R APPROVES 

 
 

‘RECONCILE’ TO BANK 
ACCOUNT AND TO SDO 

ADVANCE 
*6.4.10.11 

 

FORM #47911 TO 
AGENCY 

 
 

KEEP 
RECONCILEMENT 
DATA FOR SBOA 

REVIEW 

 

 
BANK CHECK FOR 

BALANCE IN 
ACCOUNT TO 

COMPTROLLER 
*6.4.10.11 

 

COMPTROLLER 
DEPOSITS 
CHECK -- ‘ROC’ 

 
TOS 

PROCESSES 
FINAL CHECK 

 
 
 
 

AGENCY 
CLOSES SDO 
ACCOUNT AT 

EXTERNAL 
BANK 

 
 
 
 

CLOSING 
PROCESS 

COMPLETED 

 
 
 
 
 

COMPTROLLER 
CONTACTS 

GMIS TO 
INACTIVATE 
ACCOUNT 

 
 
 

AFTER FINAL CK CLEARS BANK 

6.5.4 SDO Flowchart 



NEW SDO PROCESS 

 
AGENCY 

 
 

DEPT. OF 
ADMINISTRATION 

 
 
 

COMPTROLLER 

 
 
 

GMIS 

 
 
 

COMPLETE FORM 
#49068 AND LETTER OF 

JUSTIFICATION (IF 
NECESSARY); SEND TO 

IDOA 
*6.4.10.1 

 
 
 

DENIES 

 
 
 
 
 
 
 
 

 
APPROVES 
OR DENIES 

NOTE: ALTHOUGH THE SDO PROCESS IS STILL AVAILABLE AS 
STATED IN INDIANA CODE, AGENCIES ARE STRONGLY 

ENCOURAGED TO MAKE PAYMENTS THROUGH COMPTROLLER 
WHENEVER POSSIBLE OR, IF NECESSARY AND WITHIN CURRENT 

GUIDELINES, TO OBTAIN AND USE P-CARDS AND TRAVEL 
CARDS. ANY NEW SDO ACCOUNTS MUST USE SYSTEM CHECKS. 

 

*SECTION REFERENCES TO THE STATE 
ACCOUNTING MANUAL ARE NOTED IN THIS 

CHART 

 
 

END OF 
PROCESS 

APPROVES 

SENDS FORM 
#49068, #47911 & 

APPROVAL LETTER 
TO COMPTROLLER 

*6.4.10.2 

 
 
 

APPROVES 
OR DENIES 

 
DENIES APPROVES 

 
 
 
 

SET UP 
EXTERNAL 

BANK ACCOUNT 
*6.4.10.3 

APPROVAL COPY & 
FORM 47911 TO 

IDOA AND AGENCY 
*6.4.10.2 

 
COMPTROLLE
R WARRANT 

TO AGENCY IN 
AMOUNT OF 

SDO 

 
NOTIFY 
COMPTROLLER 
OF BANK 
ACCOUNT 
INFORMATION 

*6.4.10.3 

 
 
 

NOTIFY GMIS TO 
SET UP 

ENCOMPASS 
BANK ACCOUNT 
(GMIS TICKET) 

*6.4.10.3 

 
 
 
 
 
 

SET UP 
ACCOUNT; 

NOTIFY 
COMPTROLL

ER 
 

 
 
 
 

PROCESS 
COMPLETE; SDO 

ACCOUNT ACTIVE 

NOTIFY AGENCY 
OF PROCESS 

COMPLETE 



MAKING SDO PAYMENTS 

 

MANUAL CHECK PROCESS SYSTEM CHECKS – PAYCYCLE PROCESS 

 

 
PURCHASE MADE BY 

WRITING MANUAL SDO 
CHECK 

*6.4.10.4 
*6.4.10.10.1 

 
 
 

‘ENTER 
VOUCHER’ FOR 
SDO PURCHASE 

*6.4.10.4; 
*6.4.10.10.1 

  
 

TO VERIFY ACCURACY OF ENTRIES, RUN 
RECORD DETAIL QUERY SOIAP008 - “Verify Vouchers Prior 

IN MANUAL to Pymnt” *6.4.10.10.2 
CHECKBOOK  

  

AGENCY 
 APPROVER 
 APPROVES 
 VOUCHER 

  

‘RUN SDO 
 PAYCYCLE; 
 ‘PRINT SDO 

‘ENTER 
CHECK’ 

VOUCHER’ AND  

SAVE  

*6.4.10.10.4  

  
NEED TO VOID 

 CHECK? 

 
 
 
 

 
TO VERIFY ACCURACY OF ENTRIES, RUN 

 

QUERY SOIAP008 - “Verify Vouchers Prior to  

Pymnt” *6.4.10.10.2  

 
BANK FEES – 

 
If bank fees are charged to the SDO account, enter one 

voucher for t he total fees for the month (from bank statement), using 
abbreviated month as Check Number – ex.- NOV10FEES. For a suitable 
Invoice Numb er, follow guidance in State Accounting Manual 6.4.2.5. 

‘RECORD’  

PAYMENT AND  

‘SAVE’  

  
*SECTION REFERENCES TO THE STATE 

 ACCOUNTING MANUAL ARE NOTED IN THIS 
 CHART 

 



APPLYING FOR REIMBURSEMENT -- DEPOSIT TO SDO BANK ACCOUNT 
 
 

AGENCY COMPTROLLER 
 
 
 

APPLY FOR REIMBURSEMENT PROCESS; MANUAL AND SYSTEM CHECKS 
 

‘CREATE SDO 
PAYMENT 

REIMBURSEMENT’ 
WORKSHEET & 

PRINT 
*6.4.10.10.4 

 
 
 

‘SUBMIT’ FOR 
APPROVAL & PRINT 

TRANSMITTAL 

*SECTION REFERENCES TO THE STATE 
ACCOUNTING MANUAL ARE NOTED IN THIS 

CHART 

 
 
 
 

SDO OFFICER 
SIGNS 

TRANSMITTAL 

 

 
REIMBURSEMENT 
TRANSMITTAL TO 

COMPTROLLER 
*6.4.10.10.5 

 
 
 
 

‘APPROVE’ 
OR DENY’ 

 
DENIES; AGENCY NEEDS TO CORRECT 

 

APPROVES 

 
DEPOSIT PROCESS 

 

VOUCHER 
CREATED FOR 

REIMBURSEMENT 

 
 
 
 

RETAIN FOR 
RECONCILEMENT 

REMITTANCE 
ADVICE TO 

AGENCY 

 
 

ACH DEPOSIT 
TO SDO 

EXTERNAL 
BANK ACCOUNT 

*6.4.10.10.5 



SDO CHANGE 
 
 

AGENCY IDOA COM
PTR
OLL
ER 

 
 

SUBMIT FORM 
#49068 & 

JUSTIFICATION 
LETTER TO IDOA 

*6.4.10.9 

 
CHANGE IN SDO OFFICER 

 

APPROVE OR 
DENY 

 
*SECTION REFERENCES TO THE STATE 
ACCOUNTING MANUAL ARE NOTED IN 

THIS DOCUMENT 

 
DENY  

APPROVE 
 

RECONCILE BANK 
ACCOUNT AND SDO 
ADVANCE ON LAST 

DAY FOR OLD 
OFFICER 
*6.4.10.9 

 
FORM #49068 & 
#49111 TO 
COMPTROLLER 

 

‘APPROVE’ 
 
 
 

APPROVE 
 
 
 
 

NEW SDO OFFICER 
SIGNATURE CARD 
TO BANK AND 
COMPTROLLER 

 
RETAINS ALL 
DOCUMENTS 

PROVIDES 
SIGNED FORM 

#47911 TO IDOA 
& AGENCY 

 
 
 

RETAINS ALL 
DOCUMENTS 

RETAINS ALL 
DOCUMENTS 

 
 

 
 

SUBMIT FORM #49068 TO 
IDOA WITH 

JUSTIFICATION LETTER 
FOR CHANGE 

*6.4.10.1 

 
 
 
 
 
 
 
 
 

DENY 

OTHER CHANGE REQUESTS 
 
 
 

‘APPROVE’ OR 
‘DENY’ 

 

 
APPROVE 

 
 
 
 
 
 
 

‘APPROVE’ OR 
‘DENY’ 

 
FORM #49068 & 

#49111 TO COMPTROLLER 

 
 

APPROVE 
 
 

DENY 
PROVIDES SIGNED 

FORM #47911 TO 
IDOA & AGENCY 

 
 

RETAINS ALL 
DOCUMENTS 

 

 
RETAINS ALL 
DOCUMENTS 

 

 
RETAINS ALL 
DOCUMENTS 



CANCEL PAYMENTS – IF LESS THAN ONE YEAR FROM ISSUE 

 

AGENCY 

 
 

Use BudRef of 
original fiscal year; 

CANCEL (VOID) BudPer of current 
SYSTEM CHECK FY 

6.4.10.10.12.1 
 
 
 
 
 

CLOSE THE 
VOUCHER 

 

If check in possession 
of agency, not 

necessary to stop 

NOTIFY BANK 
payment

 
TO STOP 
PAYMENT 

 
 
 

 
*SECTION REFERENCES TO THE STATE 

ISSUE NEW ACCOUNTING MANUAL ARE NOTED IN 
CHECK IF  THIS DOCUMENT 

NECESSARY 
 
 
 
 
 
 
 
 

Note: If reimbursement has already been made for your uncashed check, the 
SDO bank account will have excess cash; the reason for this overage should be 
documented on each monthly bank reconciliation until the abandoned property 

dispensation law applies (1 year after date of original check). 

 



ABANDONED PROPERTY DISPENSATION 
 

AGENCY ATTORNEY GENERAL 
 

 
Indiana Code 34-34-1 applies to checks issued by a governmental unit and notes that such items are 
considered abandoned in Section 20(7) as follows: 
"For property held by a state or other government, governmental subdivision or agency, or public corporation 
or other public authority, one (1) year after the property becomes distributable." Such property is to be 
conveyed to the Attorney General at such time that it can be considered abandoned. 

 

 
Note: All such checks will have been recorded in prior years, as the property is not considered abandoned 

until the year following distribution. 

 
 

CANCEL (VOID) 
SYSTEM CHECK 
6.4.10.10.12.2 

 
Use BudRef of 
original fiscal year; 
BudPer of current 
FY 

 
 
 

CLOSE THE 
VOUCHER 

 
 
 
 

CHECK TO ATG 

 
Use current FY BudRef 
and BudPer 

 
 
 

PROCESS 
JOURNAL 

ENTRY TO MOVE 
EXPENSE TO 
PRIOR YEAR 

 
 
 
 

REQUEST 
REIMB. FROM 

COMPTROLLER 
FOR CHECK TO 

AG 

 
Debit Expense account 
for prior year BudRef; 
Credit current 
yearBudRef 

 
If previously 

reimbursed, see note 
below 

 
 
 
 
 
 
 
 
 

*SECTION REFERENCES TO THE 
STATE ACCOUNTING MANUAL 

ARE NOTED IN THIS DOCUMENT 

 
 

IF PREVIOUSLY REIMBURSED, DON’T USE ‘RECORD ONLY’ FOR ATG 
CHECK; USE HANDLING CODE OF IG (IGNORE), AS YOU WILL NOT REQUEST 
REIMBURSEMENT 
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FEDERAL FINANCIAL ASSISTANCE 

CHAPTER 7 
 

 

 SCOPE  
 

Federal financial assistance is defined as assistance provided by a federal agency in the 
form of grants, contracts, cooperative agreements, loans, loan guarantees, property, interest 
subsidies, insurance, or direct appropriations. Federal assistance can come directly to a State 
agency from an agency of the federal government or as a subprogram through another State 
agency or as a pass through grant from outside the State entity. 

 
This chapter includes some of the general requirements relating to federal financial 

assistance programs. Because of the many different types and varied purposes of federal 
programs, it is not possible to provide all-inclusive instructions for in this manual. Detailed 
requirements and regulations for federal assistance are included in various publications and 
websites. 
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7.1 FEDERAL STATUTORY AUTHORITY 

7.2 INTERNAL CONTROLS 

7.2.1 Compliance Controls 

7.5.2 Indirect Cost Flowchart ............................................................................................................... 19 

7.5.3 Change to Uniform Guidance 2 CFR Part 200 .............................................................................. 21 
 
 

 
United States Office of Management and Budget Guidance for Grants and Agreements 

- 2 CFR Part 200 (Code of Federal Regulations) 
 

• Subpart A – Acronyms and Definitions 
• Subpart B – General Provisions 
• Subpart C – Pre-Federal Award Requirements and Contents of Federal Awards 
• Subpart D – Post Federal Award Requirements 
• Subpart E – Cost Principles 
• Subpart F – Audit Requirements 

 
The Uniform Guidance combines and replaces the OMB Circulars as listed below. Also 

see the chart in the appendices of this chapter at 7.5.3: 
 

• Administrative Requirements (Common Rule), Circulars A-102, A-110, and A-89 
• Audit Requirements, Circulars A-133 and A-50 
• Cost Principles, Circulars A-21, A-87, and A-122 

 
Note: 2 CFR Part 200, also known as the Uniform Guidance, applies to grant awards 

made prior to 12/26/2014. The replaced circulars are still applicable to grant awards made 
prior to 12/26/2014. These and other useful OMB publications can be found at 
www.whitehouse.gov/omb/circulars. 

 

Assistance Listing Numbers (ALN), formerly Catalog of Federal Domestic Assistance 
(CFDA), includes a complete listing of federal programs, is available at 
https://sam.gov/assistance-listings. 

The Education and Cultural Affairs (ECA) Assistance Listing Numbers (ALN) includes 
a complete listing of federal programs at www.eca.state.gov. 

 

Specific regulations for individual programs are updated regularly in the Federal 
Register and the Code of Federal Regulations. 

 

The Cash Management Improvement Act of 1990 (CMIA), which defines the rules and 
procedures for efficient federal-state funds transfers, is detailed in 31 CFR Part 205, 

 
 

 

 

As a recipient of federal financial assistance, the agency is required to maintain internal 
control over federal programs to provide reasonable assurance that each federal program is 
managed in compliance with laws, regulations, and the provisions of contracts or program 
agreements that could have a material effect on the federal programs. 
 

 

http://www.ecfr.gov/
http://www.whitehouse.gov/omb/circulars
https://sam.gov/assistance-listings
https://eca.state.gov/organizational-funding/applying-grant/assistance-listings
http://www.ecfr.gov/
https://www.ecfr.gov/current/title-31/subtitle-B/chapter-II/subchapter-A/part-205
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7.2.2 Cash Management Controls 

7.2.3 General Internal Controls 

7.3 ACCOUNTING ISSUES 

7.3.1 Cash vs. Accrual Accounting 

7.3.2 Other Accounting Issues 

7.3.3 Identification of Federal Funds 

 

 
             Controls should be sufficient to minimize the time between disbursing federal program funds and 
requesting reimbursement from the federal government. If the program is listed as regulated by the Cash 
Management Improvement Act (CMIA), other regulations apply to prevent states from drawing federal funds 
prematurely. 

 
Per Comptroller policy, Federal Funds should be drawn down no less than quarterly. 

Agencies with programs included in the Cash Management Improvement Act agreement should 
draw down funds in accordance with the approved funding technique. Agencies with non-CMIA 
programs should draw down the federal funds as close as possible to when the underlying 
disbursement is made or at the earliest date allowed by the federal program or regulations. A 
delay in drawing down funds in a timely manner could cost the state a loss in interest, especially 
those agencies having large transaction volumes within their federal funds. 

 

 

Controls over the receipting, accounting, and expending federal funds in accordance with 
Federal Laws and Regulations should be assessed regularly, and control activities established in 
a similar manner as non-federal funds. This topic is addressed most extensively in Chapter 2, 
Internal Control, of this publication. 

 

As more agencies are utilizing the Accounts Receivable module of PeopleSoft to create a 
receivable as federal funds are expended, the movement to the accrual basis of accounting for 
federal revenues is becoming a reality. The goal is for all to utilize this process in the near future. 

 

 

See Chapter 1, Accounting Systems and Processes, for other accounting issues relating 
to federal programs. 

 

 

Agencies receiving federal financial assistance are required to identify by program within 
the State’s financial accounting system all federal awards received and expended. Each program 
should be identified by the ALN number and title, the award number and year, the name of the 
federal agency awarding the program, and the name of any pass-through entity, whether state or 
non-state, as applicable. If programs are awarded to sub-recipients outside the state entity, this 
information must be included in the sub-program contract and the appropriate chart field utilized in 
PeopleSoft to identify such pass through funds. Also, a minimum of federal award number and 
year and ALN# should be included in each remittance advice to sub-recipients. 

 
If a federal program is shared by two or more state agencies (Business Units), the last 12 

digits of the project number shall be identical, the first three digits being the assigned BU number. 
 

If a state agency receives federal funds from a pass through entity rather than directly from 
the federal government, “Pass through from” should be entered in the description field in PS  



5  

Federal requirements 7.3.4.1 

7.3.5 PeopleSoft Financial Accounting System 

One Federal Agency = One Fund 7.3.5.1 

 
 

In order to more easily facilitate accounting for federal funds and the retrieval of required 
reports and information, all federal financial assistance received and expended by State agencies 
will be accounted for in the PeopleSoft financial system in the manner described later in this section. 

 

 

For each federal program, the accounting records must include: 
 

• Expenditures charged to the program: 
 

 Must be allowable for the program, benefit the program, be reasonable in nature 
and cost, be within the allowable period, and have complete back-up docu- 
mentation. 

 If an employee's time is charged to a program, the employee must have worked 
the time charged. Adequate records showing the time spent on each program is 
to be kept if the employee is not working on the program 100% of the time. 

 When accounts payable is included as an expenditure, the agency must have 
documentation that shows that a product or service has been received but not yet 
paid for. Encumbrances are not considered as accounts payable. 

 
• Federal funds received: 

 
Account for the amount of the program award and the amount received to ensure 
that the program award is not overdrawn. 

 
• Source and amount of matching and other non-federal funds used for the program: 

 
 Matching shares must be properly calculated. The source of the matching funds must 

be shown. Matching funds are usually State funds, donations, or in-kind contributions. 
 In-kind contributions must have proper documentation to support the value used 

as matching and show how the program benefited. 
 In-kind contributions include services donated and other State operations with 

the same goal as the program. The federal agency should be contacted for 
approval of the type of in-kind contributions you plan to use as matching. 

 

 

The statewide accounting system has been designed to account for federal 
assistance in a manner that will apply percentages of federal, state, and local funds to each 
disbursement as entered in the system. Reports, including federal quarterly reports and most 
information for the Schedule of Expenditures of Federal Awards (SEFA), can be produced 
with minimum time and effort. All required fields in projects must be completed in order to 
produce reliable reports. 

 

 

Each State agency will maintain one fund for each federal US agency from which it 
receives funds, with the exception of Medicaid, which will be kept in a separate fund. State 
matching funds will be transferred from their State appropriated funds to the appropriate 
federal fund by financial staff of the SBA; it is the responsibility of the Project Administrators 

7.3.4 Accounting Requirements 
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Projects 7.3.5.2 

of each agency to accurately maintain the federal/state percentages to be applied to each 
expenditure in the funds distribution element of Project Costing. 

 

 

In the PeopleSoft financial system, federal funds are accounted for as a Project, as 
described in this section: 

 
• One standard project module approach for the entire State. 

 
• All chart fields will be used consistently by the entire State. 

 
• Project reporting in PeopleSoft Financials will support the: 

 
 Generation of schedules to support State financial and ACFR reporting 

requirements; 
 Accumulation of capital asset and infrastructure costs to support State 

financial and ACFR reporting requirements; 
 Generation of the Schedule of Federal Awards Expended and schedules to 

support 2 CFR part 200 reporting requirements; 
 Generation of federal financial reporting schedules and supporting 

documentation; and 
 Generation of federal cash drawdown calculations and supporting 

documentation 
 

• Commitment Control will be required to be assigned at the fund, project and funding 
source levels. 

 
A “project” is required for any federal funds received by a State agency, regardless of 

whether the funds are expended by the State or passed on to a sub-recipient outside of State 
government. Consistently across the State, there will be a separate project for each individual 
grant award year. Within projects, the following are a few of the levels which may be used. 
For detailed information on use of projects, see the Project Costing Training Documents. 

 

 Funding Source – used to enforce commitment control on a distinct funding 
stream; a funding Source may be allocated to various projects and, if a program 
shares expenditures with another State agency, the funding source should also be 
shared; 

 Funds Distribution – will distribute project costs among multiple funding sources 
based on pre-established rules; the agency Project Administrator is responsible 
for maintaining current rates in the system; 

 Functional Activity -- assigned at the time the transaction is created to classify 
transactions for budgetary and/or reporting purposes. Examples – ADMIN, 
RECIPNT; 

 Distributional Activity -- assigned in the Activity chartfield on the new transactional 
lines generated in the Project module when the original transaction undergoes 
Funds Distribution (See Funds Distribution above). 

 
• Source Type -- provides State agencies with a chartfield to be utilized to meet their external 

and internal reporting needs not satisfied by the Activity chartfield. 

https://myshare.in.gov/sba/encompass/Shared%20Documents/Forms/AllItems.aspx?RootFolder=%2FSBA%2Fencompass%2FShared%20Documents%2FTraining%20Documents%2FProject%20Costing&FolderCTID=0x012000BCB1AAB4C101E043ACA92C4E2CAF12AC&View=%7bF028AA1A-92F6-481F-AD3C-A6A404494279%7d
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7.4.1 Direct Costs 

7.4.2 Indirect Costs 

 Functional Source Category -- assigned at the time the transaction is created. The 
Functional Source category chartfield provides State agencies with a chartfield to be 
utilized to assist in properly recording time and labor in the Project module. 

 
• Functional Source SubCategory -- assigned at the time the transaction is created; 

provides State agencies with an additional chartfield to be utilized to assist in 
properly recording time and labor in the Project module in a lower level of detail 
than captured in the Functional Source Category. 

 
 Distributional Source Category -- assigned in the Source Category chartfield on the 

new transactional lines generated in the Project module when the original transaction 
undergoes Funds Distribution. The Distributional Source Category corresponds to the 
Funding Source ID in Commitment Control 

 
• Distributional Source SubCategory - assigned in the Source SubCategory 

chartfield on the new transactional lines generated in the Project module when the 
original transaction undergoes Funds Distribution. The Distributional Source 
SubCategory will allow agencies to capture a lower level of detail related to a 
funding source than the level captured in Source Category. 

 
• Analysis Type -- assigned to transactions within the Project module to communicate 

information related to the transaction such as the source of the transaction,--how the 
transaction should be treated within the Project module and the stage of the transaction 
within the Project module. Examples – REV, ACT, GLE, ODL, TPM, MOE, etc. 

 
 

7.4 GENERAL FEDERAL REGULATIONS  
 

 

Direct costs are those that can be identified specifically with a particular 
program or contract. Typical direct costs include: 

 
• Compensation of employees for time and effort 
• Cost of materials 
• Equipment 
• Services 

 
Any cost that is a direct cost but not 100% for a particular program must be allocated 

between each program for which the cost is related and to State funds for portions not relating 
to federal programs. The allocation must be made on a logical basis and on a basis that 
represents the direct benefit to the program. Some federal grants require approval of an 
allocation plan by the federal grantor agency. 

 

 

Indirect costs benefit more than one program, but the effort to allocate to each specific 
program is disproportionate to the results achieved. Indirect costs may originate within an agency 
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State-Wide Cost Allocation Plan (SWCAP) 7.4.2.1 

(i.e., accounting personnel’s time attributable to several different programs), or outside an agency 
(i.e., cost of processing documents and payments by the Comptroller). 

 
Two different methods are used for charging indirect costs to a federal program, a Public 

Assistance Cost Allocation Plan (PACAP), or the Indirect Cost Rate Agreement (ICRA). Both must 
be approved by the federal agency with oversight over the state agency. This rate calculation 
includes both the state-wide (SWCAP) and agency indirect costs. When indirect costs are charged 
to a federal program/project, the federal share, which will be automatically calculated through funds 
distribution in the federal projects, is reimbursed through normal drawdown procedures. 

 
See flowchart in Appendix 7.5.2 in this chapter. 

 

 

The State Budget Agency annually prepares the "State-Wide Cost Allocation Plan" 
which accumulates the state-wide indirect costs, allocating them across all State agencies. 
The federal share of the state-wide indirect cost is to be paid to the State Budget Agency to 
reimburse the State’s General Fund for costs incurred by the State in relation to the federal 
programs. The steps for reimbursement are as follows: 

 
• If an agency receives no federal funds, it is exempt from cost recovery. 

 
• If an agency receives federal funds, either directly from the federal government or an 

outside source, or from another State agency, use the Proposed Costs from Schedule A 
of that fiscal year’s SWCAP as indirect cost recovery owed the State when calculating the 
Indirect Cost Rate. If this number is negative, it may be used to offset future costs. 
Approval to use this offset must be obtained from the Budget Agency Controller. 

 
• If the agency is 100% federally funded, divide Proposed Costs by four and process 

quarterly journal entries as described below. 
 

For Federal or Dedicated funds, debit (+) funds to be charged using account 759910 and 
credit (-) Fund 10520, Account 749910, Program 10000, Department 051000. 

 
In the Long Description of the Journal Header, indicate that the reason for the journal entry 
is SWCAP. 

 
 Indicate the program period to be charged. 
 As part of GL workflow, the journal entry will be routed to the State Budget 

Agency’s accounting department for approval. 
 

 An agency may request an exemption from Indirect Cost recovery on a program 
specific basis if: 

 
• Recovery of administrative indirect costs is prohibited by federal 

law/regulation (please cite authority). 
• Federal funds pass-through the agency and the agency incurs no 

administrative costs. 
• The indirect cost recovery contributes towards the program’s mandatory 

State match requirement for which other funds are not available. 
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Indirect Cost Rate Agreement (ICRA) 7.4.2.2 

Public Assistance Cost Allocation Plan (PACAP) 7.4.2.3 

7.4.3 Unallowable Costs 

• The recovery of indirect costs will decrease program effectiveness. 
 

 Submit written exemption requests to the Budget Agency. All exemption 
approvals will be in writing. 

 

 

Departments other than those included in 7.4.2.3 negotiate an Indirect Cost Rate with their 
federal oversight agency. This rate, which is applied two state fiscal years after the actual 
calculation, is a percentage derived from the Allowable Indirect Cost divided by the Direct Cost 
Base. The signed agreement will denote a rate to be applied for one or for multiple years. 

 
Indirect costs may be accumulated throughout the fiscal year by means of Cost Pools, one 

of which would be the SWCAP share as communicated from the State Budget Agency (SBA). 
Other cost pools may be Equipment Use, Administrative costs, including salaries not possible to 
identify as direct cost, and Training. A separate fund may be used to accumulate these costs. 

 
The Indirect Cost Rate percentage is applied to the total direct costs of all federal 

programs/projects and dedicated funds to determine the maximum indirect cost that can be 
charged to the various programs/projects/funds. Eligible SWCAP assessments should be first 
applied to this maximum, and that amount charged to the programs/projects/funds as described 
above in 7.4.2.1. The remainder should be charged to the program/projects/funds using account 
583120 and credited to the agency indirect cost pools. 

 
When federal revenue is drawn to reimburse the federal share of these costs, credit 

account 445000 – Fed Indirect Cost Revenue Agy, and account 446000 – Fed SWCAP Revenue. 
A flowchart illustrating these procedures is in the Appendices to this chapter. 

 

 

State departments (agencies) with programs listed at 45 CFR 95.503 maintain an approved 
PACAP with their federal oversight agency. The plan includes detailed procedures to be used to 
apply indirect costs to federal programs throughout the year. 

 
Accounting treatment – The eligible SWCAP assessment should first be charged against 

the projects as described in 7.4.2.1. Indirect agency costs identified in the plan are then charged 
to the federal projects by debiting the related expense in the federal project and crediting the 
expense in the state fund from which the expenditure was initially made, thereby moving the 
expense from a general fund to the various federal projects. All such entries are made through the 
General Journal. 

 
When federal revenue is drawn to reimburse the federal share of these costs, credit 

account 445000 – Fed Indirect Cost Revenue Agy, and account 446000 – Fed SWCAP Revenue. 
A flowchart illustrating these procedures is in the Appendices to this chapter. 
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7.4.4 Procurement 

7.4.5 Equipment 

7.4.6 Audits 

2 CFR Part 200 (Uniform Guidance) specifically notes the following partial list of costs that 
may not be charged against a federal program: 

 
• Bad Debts and Related Collection or Legal Costs 
• Contingencies, with Some Exceptions 
• Entertainment, Unless Programmatic Costs Specifically Authorized 
• Governor's Office Salaries and Expenses 
• Legislative and Judicial Salaries and Expenses 
• Fines, Penalties, Damages and Other Settlements 
• Personal Loans of any Kind 
• Costs of another program 
• Costs of Contributions and Donations to Other Entities 
• Interest and Other Financial Costs 
• Cost Incurred Outside of Program Period 
• Lease for Empty Offices 
• Costs Not Allowed by State Law or Regulations 

 
For general provisions for these and additional selected items of cost, see 2 CFR Part 200 

Subpart E – Cost Principles. 
 

 

When procuring property and services under a Federal award, a state must follow the same 
policies and procedures it uses for procurements from its non-Federal fund. See Procurement 
Standards starting at 2CFR200.317. Federal Regulation 2CFR200.403 requires that for a cost to 
be allowable it must "be consistent with policies and procedures that apply uniformly to both 
federally-financed and other activities of the non-Federal entity". 

 

 

Many federal programs allow equipment to be purchased with grant funds. See 2CFR200.313. 
 

Title of equipment purchased by a State agency with program funds vests with the State. 
The State agency is to use, manage and dispose of the equipment in accordance with State laws, 
rules and procedures. The equipment shall be used by the State agency in the program or project 
for which it was acquired as long as needed, whether or not the project or program continues to be 
supported by federal funds. 

 
Property records must be kept in compliance with State rules. The records must include 

the location and any ultimate disposition data including the date of disposal and the sale price. 
 

Agencies should supplement the PeopleSoft Asset Management system with any 
additional federal requirements. Records showing proper disposition (disposal) of the equipment 
should be maintained at least three years from date of disposition. When equipment with a current 
per unit fair market value in excess of $5,000 is no longer needed for a Federal program, it may be 
retained or sold with the Federal agency having a right to a proportionate (percent of Federal 
participation in the cost of the original project) amount of the current fair market value. 

 
The federal awarding agency, the grant agreement, and the Code of Federal Regulations 

should be consulted to determine if there are additional requirements for the disposition of 
equipment. In most instances, follow State policies in disposition of equipment. 

 

http://www.ecfr.gov/cgi-bin/text-idx?SID=ec5a470eac8f6d46c954d03d87fc3071&mc=true&node=pt2.1.200&rgn=div5
http://www.ecfr.gov/cgi-bin/text-idx?SID=ec5a470eac8f6d46c954d03d87fc3071&mc=true&node=pt2.1.200&rgn=div5
http://www.ecfr.gov/cgi-bin/retrieveECFR?gp&SID=636d42da01eb42c5dd5afd28031ea735&mc=true&n=pt2.1.200&r=PART&ty=HTML&sg2.1.200_1316.sg3
http://www.ecfr.gov/cgi-bin/retrieveECFR?gp&SID=636d42da01eb42c5dd5afd28031ea735&mc=true&n=pt2.1.200&r=PART&ty=HTML&se2.1.200_1403
http://www.ecfr.gov/cgi-bin/retrieveECFR?gp&SID=636d42da01eb42c5dd5afd28031ea735&mc=true&n=pt2.1.200&r=PART&ty=HTML&se2.1.200_1313
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Corrective Action on Findings 7.4.6.1 

7.4.7 Sub-granting Federal Funds -- Pass-through Funds 

Sub-grant Contract vs. Vendor Contract 7.4.7.1 

The Single Audit Act of 1984, as amended in 1996, directs the policy for audits of federal 
financial assistance provided to state and local governments. The Single Audit Act gives the federal 
Director of the Office of Management and Budget (OMB) the authority to develop government-wide 
guidelines and policy on performing audits to comply with the Act. The most recent OMB regulation 
issued for this purpose is Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance). Based on these requirements, the Indiana State Board of Accounts conducts 
an annual state-wide single audit of the federal funds expended by the State of Indiana. Due to 
these requirements, specific testing of certain federal programs will be done in addition to an 
agency’s periodic State compliance reviews. 

 
Once the audit is completed, the Indiana State Board of Accounts issues a report, which 

includes any federal findings in the Schedule of Findings and Questioned Costs. Also in the Federal 
Findings report are required audit opinions, the Schedule of Expenditures of Federal Awards, 
financial statements based on state-wide financial activity, a Summary Schedule of Prior Audit 
Findings, and agencies’ Corrective Action Plans. 

 
The report is filed as an official public document in the State Board of Accounts’ office and 

is available online at www.in.gov/sboa. Copies are submitted, along with the SF-SAC Data 
Collection Form, to the U.S. Bureau of Census. See the Federal Audit Clearinghouse. 

 

 

Regulations of 2CFR200 Subpart F - Audit Requirements require agencies to follow up and 
take corrective action on audit findings, as well as preparation of a Summary Schedule of Prior 
Audit Findings. This schedule shall report the status of all audit findings included in the prior audit’s 
Schedule of Findings and Questioned Costs. When an audit finding is fully corrected, the summary 
schedule needs only to list the audit finding and state corrective action taken. 

 
When audit findings are not corrected or are only partially corrected, the summary schedule 

shall describe the planned corrective action and any partial corrective action taken. This schedule 
is to be submitted to the State Board of Accounts timely when requested. This schedule will be 
incorporated into the statewide audit report. 

 
The regulations also require agencies to prepare a corrective action plan for any current 

year audit findings. The corrective action plan shall include the corrective action planned, the 
anticipated completion date, and the name(s) of the contact person(s) responsible for corrective 
action. This corrective action plan will also be incorporated into the statewide audit report. The 
corrective action plan is to be submitted to the State Board of Accounts within ten calendar days 
after the exit conference with agency officials. 

 

 

 

If your agency sub-grants federal funds to another governmental unit or not-for-profit 
entity, 2CFR200.331 requires that you provide each subrecipient certain information. This 
information should be included in agency agreements with the sub-grantees (subrecipients). The 
following information should be included on the remittance advice of each disbursement in the 
PeopleSoft Financial System: (1) ALN number and name, (2) federal award name, (3) award 
number and year, and (4) the name of the federal agency. 

http://www.ecfr.gov/cgi-bin/text-idx?SID=72efeb1ae2db7a20e2f4053dec67e935&mc=true&tpl=/ecfrbrowse/Title02/2cfrv1_02.tpl&200
http://www.in.gov/sboa/
https://harvester.census.gov/facweb/default.aspx/
http://www.ecfr.gov/cgi-bin/text-idx?SID=7b93ccbd13cc0b2be754411e8162bb33&mc=true&tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl
http://www.ecfr.gov/cgi-bin/text-idx?SID=8c88f184e5de556a3a6b043db1c65892&mc=true&node=sg2.1.200_1329.sg5&rgn=div7
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Monitoring 7.4.7.2 

7.4.8 Program Requirements 

If you include State funds with the federal funds in a single payment, you must inform the 
subrecipient of the percentage, or amount, of the federal/state funds. 

 
If federal funds are to be shared with another Business Unit within the state, the Granting 

State Agency must provide the project number and the funding source number in the PeopleSoft 
financial system to the Sub-State Agency. The Sub-State Agency is not considered a subrecipient 
of the State. The term subrecipient is defined by 2CFR200 as monies passed outside of the 
reporting entity only, in our case, the State of Indiana. 

 
Occasionally the federal government contracts with a State agency to perform a service 

rather than awarding a grant from a federal program. An example would be if the Indiana 
Department of Health was asked by HHS to compile statistics of vaccinations given by the State of 
Indiana, and HHS would pay them upon completion of the service. In such a case, use the funding 
source “Federal non-reportable” in a non-federal project. This is considered a vendor relationship 
rather than a grant award. 2CFR200.330 gives guidance on determining whether a subrecipient 
or contract/vendor relationship exists. 

 

 

All pass-through entities MUST: 
 

a) provide certain information to its subrecipients at the time the subaward is made, 
b) evaluate each subrecipient’s risk of noncompliance with Federal statues, 

regulations, and terms and conditions of the subaward, for purposes of determining 
the appropriate subrecipient monitoring, 

c) consider imposing specific subaward conditions upon a subrecipient if appropriate, 
d) monitor the activities of the subrecipient as necessary to ensure that the subaward 

is used for authorized purposes, monitoring MUST, at a minimum, include 
reviewing financial and performance reports required by the pass-through, follow- 
up on any deficiencies identified through audits or monitoring, and issue a 
management decision for audit findings pertaining the Federal Award, 

e) use monitoring tools to ensure proper accountability and compliance, 
f) verify that every subrecipient is audited as required by 2CFR200Subpart F, 
g) consider the results of all above that might indicate necessitate adjustments to the 

pass-through entity’s own records, 
h) consider taking action against subrecipient for noncompliance. 

 
Additional detail for subrecipient monitoring can be found at 2CFR200.331. 

 
 

 

2CFR200 Appendix XI - Compliance Supplement issued by OMB has identified twelve 
program requirements as seen in the Matrix of Compliance Requirements in Part 2 of the 
Compliance Supplement. 

 
The compliance supplement also contains, for many programs, specific information that 

identifies which requirements are applicable. Agencies need to determine which program 
requirements are applicable to each of the federal programs they administer and ensure that these 
requirements have been properly implemented. 

 
This document contains also specific requirements for individual programs, the compliance 

for which your auditors’ will be testing. 
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Interest on Funds Drawn Prematurely 7.4.9.1 

State Liaison 7.4.9.2 

Programs Exempt from CMIA 7.4.9.3 

State Agencies' Responsibilities for CMIA 7.4.9.4 

 
 

The purpose of the Cash Management Improvement Act of 1990 (CMIA) is to ensure 
efficiency, effectiveness, and equity in the transfer of funds between State and Federal 
governments. The requirements of the CMIA can be found in 31 CFR Part 205. The general 
concept is that, the transfer of funds between the Federal government and the State, and the 
payment of Federal funds by the State happen in a timely manner. 

 

 

State and federal agencies must minimize the time between the transfer of federal funds 
to the State and the presentment of the State's checks and warrants or the settlement of EFT 
payments for program purposes. 31CFR205.15 requires the State to pay interest on federal funds 
from the time the funds are deposited in a State bank account to the time of the actual cash outlay 
(the time the State warrant clears the bank). Interest can be avoided if approved funding techniques 
are used. These techniques are described in 7.4.9.5. 

 
The interest calculation will be based on the annualized rate equal to the average 

equivalent yield of 13-week Treasury bill auctioned during the State's fiscal year. This interest rate 
will be provided each year to the State liaison by the federal government. Federal funds cannot be 
used to pay the interest; the CFR also provides for the federal government to pay interest when 
State funds are used in advance of receipt of federal funds if this occurs due to actions of the 
federal government. 

 

 

A State liaison person is to be appointed to oversee the implementation of CMIA and be 
the State's contact person. Indiana’s liaison is a State Budget Agency staff member. It is the 
liaison's responsibility to draft the Treasury-State Agreement. This agreement is to include: 

 
• Federal programs included 
• Funding technique for each program 
• Clearance pattern methodology (if required) 
• Interest calculation methodology 

 
The liaison will require the cooperation of State agencies that have federal programs that 

are covered by CMIA to develop the above items. 
 

 

See the current CMIA agreement, available from the State Budget Agency, for up to date 
exemptions. 

 

 

• Use the specified funding technique for each of the agency's covered programs 
• Developing and maintaining the clearance patterns for federal funds by program using 

methodology specified in the current Treasury-State Agreement. Custom reports have 
been developed in PeopleSoft to produce the necessary information: 

– Project Costing>Reports>CMIA Clr Patt Rpt by Pmt Date 
– Project Costing>Reports>CMIA Clr Patt Rpt by Clr Date 

• Tracking drawdown of federal funds by program 

7.4.9 Cash Management Improvement Act Of 1990 

http://www.ecfr.gov/cgi-bin/text-idx?SID=33841f0d2f7c26230e5f39d43ec29ce8&mc=true&tpl=/ecfrbrowse/Title31/31cfr205_main_02.tpl
http://www.ecfr.gov/cgi-bin/text-idx?SID=03773cfc0e91c5257a8c4018ce69dfcf&mc=true&node=se31.2.205_115&rgn=div8
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Funding Techniques 7.4.9.5 

• Calculating interest owed and due 
• Providing support documentation upon request 
• Providing interest calculations and other information to the State liaison 

 

 

For each program included in the CMIA Treasury-State Agreement, a funding technique is 
indicated for each program covered for the year indicated. A sample of funding techniques are 
included in 35CFR205.12, or the parties may agree to any other technique. Sample techniques 
include: 

 

• Actual Clearance, Zero Balance Accounting (ZBA) - Same Day Payment: A 
Federal Program Agency transfers to actual amount of Federal funds to a State 
that are paid out by the State each day. The State shall request funds the same 
day it pays out funds, in accordance with the appropriate Federal agency cut-off 
time specified in the CMIA. A Federal agency will deposit funds in a State account 
the same day as requested. The amount of the request shall be for the amount of 
funds that clear the State’s account that day. This funding technique is interest 
neutral. 

 
• Projected Clearance: A Federal Program Agency transfers to a State the 

projected amount of funds that the State pays out each day. They projected 
amount paid out each day is determined by applying a clearance pattern to the 
total amount the State will disburse. 

 
• Average Clearance: A Federal Program Agency, on the dollar-weighted average 

day of clearance of a disbursement, transfers to a State a lump sum equal to the 
actual amount of funds that the State is paying out. The dollar-weighted average 
day of clearance is the day when, on a cumulative basis, 50 percent of the funds 
have been paid out. The dollar-weighted average day of clearance is calculated 
from a clearance pattern, consistent with §205.20. The State shall request funds 
such that they are deposited by ACH on the dollar-weighted average day of 
clearance for the disbursement, in accordance with the clearance pattern specified 
in the CMIA. The request shall be made in accordance with the appropriate 
Federal agency cut-off time specified and shall be for the exact amount of that 
disbursement. This funding technique is interest neutral. 

 
• Cash Advance: (pre-issuance or post-issuance) a Federal Program Agency 

transfers the actual amount of Federal funds to a State that will be paid out by the 
State, in a lump sum, not more than three business days prior to the day the State 
issues checks or initiates EFT payments. 

 
• Reimbursable: a Federal Program Agency transfers Federal funds to a State 

after that State has already paid out the funds for Federal assistance program 
purposes. 

 
 

Other funding techniques used by the State: 
 

• Modified Composite Clearance: The State issues warrants and ACH payments 
for contractor fees, engineering fees, right-of-way acquisition fees, payroll, and 
other Highway program expenses; by statute, most payments are made via ACH. 
The State shall bill the Federal Highway Administration (FHWA) weekly for these 
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CMIA Annual Report 7.4.9.6 

7.4.10 Program Income -- Rebates 

accrued expenses. The State shall time the billing process so that funds are 
requested from a 7 day cost collection period (Thursday thru Wednesday of the 
following week). The request shall be made in accordance with appropriate 
Federal agency cut-off time specified in the CMIA. This funding technique is 
interest neutral. 

 
• Programs not covered by the CMIA Treasury-State Agreement: Per 

31CFR205.34, a State must minimize the time between the drawdown of Federal funds 
from the Federal government and their disbursement for Federal program purposes. 
A Federal Program Agency must limit a funds transfer to a State to the minimum 
amounts needed by the State and must time the disbursement to be in accord with the 
actual, immediate cash requirements of the State in carrying out a Federal assistance 
program or project. The timing and amount of funds transfers must be as close as is 
administratively feasible to a State's actual cash outlay for direct program costs and 
the proportionate share of any allowable indirect costs. States should exercise sound 
cash management in funds transfers to subgrantees in accordance with OMB Circular 
A-102. 

 

 

The State is required to submit an annual report to the U.S. Department of the Treasury’s 
Financial Management Service (FMS) by December 31 of each year. This report includes the 
Federal and State interest liabilities of the State’s most recently completed fiscal year. The State 
CMIA liaison will contact State agencies as needed regarding the compilation of this report. After 
the report has been reviewed and approved by FMS, the exchange of interest liabilities should 
occur no later than March 31. 

 

 

To determine whether monies, other than matching funds, being receipted into a program 
are rebates or program income, first check the current federal regulations for the program. General 
rules from part 3 of the compliance supplement are: 

 
“Program income is gross income received that is directly generated by the federally 
funded project during the grant period. If authorized by Federal regulations or the grant 
agreement, costs incident to the generation of program income may be deducted from 
gross income to determine program income. Program income includes, but is not limited 
to, income from fees for services performed, the use or rental of real or personal property 
acquired with grant funds, the sale of commodities or items fabricated under a grant 
agreement, and payments of principal and interest on loans made with grant funds. Except 
as otherwise provided in the Federal awarding agency regulations or terms and conditions 
of the award, program income does not include interest on grant funds (covered under 
“Cash Management”), rebates, credits, discounts, refunds, etc. (covered under “Allowable 
Costs/Cost Principles”), or interest earned on any of them (covered under “Cash 
Management”). Program income does not include the proceeds from the sale of equipment 
or real property (covered under “Equipment and Real Property Management).” 

 
Rebates constitute, for the most part, payments made by third parties who assume 

responsibility for certain expenses and essentially reduce the amount paid out for those expenses 
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Accounting for Program Income 7.4.10.1 

Rebates 7.4.10.2 

7.5.1 Project Costing Reports – PeopleSoft 

from program funds. Examples of this are drug rebates from pharmaceutical companies, and 
rebates from manufacturers from vouchers used by recipients of certain children’s programs. 

 
If in doubt, check the specific program requirement in either the compliance supplement 

(www.whitehouse.gov/omb/circulars), or the CFR that applies to your specific program 
(www.ecfr.gov). 

 

 

If a federal program will receive program income, a request should be sent to the State 
Budget Agency to set up a Program Income funding source in order that those receipts can be 
included in that funding source and related expenses paid from that source. Check with individual 
program specific requirements on how and when such funds are to be spent. In most cases, 
program income is to be spent prior to other funds. Also, in most cases, these funds are to be used 
toward the total federal grant, rather than to supplement the grant with additional funds. 

 
Per 2CFR200.307, non-federal entities are encouraged to earn income to defray program costs 

where appropriate. Ordinarily program income must be deducted from total allowable costs to 
determine the net allowable costs. Program income must be used for current costs unless the 
Federal awarding agency authorizes otherwise. 

 
Also per 2CFR200, the non-Federal entity must not use assets (i.e. equipment or supplies) 

acquired with the Federal award to provide services for a fee that is less than private companies 
charge for equivalent services, unless specifically authorized by Federal statute. 

 

 

Rebates should be receipted into a fund/project using the same expenditure account the 
rebate is intended to reimburse. Presently in PeopleSoft, after the deposit is posted, a Journal 
Entry is necessary to move the rebate amounts to the fund/project. Such an entry will reduce the 
expenditure amount, thus releasing the funding source(s) amount for future payments. 

 
 

7.5 APPENDICES  
 

 
Report Name Purpose Data Prerequisite Navigation 
Summary of Revenue by 
Project by Activity 

Gives the summary of 
revenue by a project & 
activity ID 

Cost Collection process run to move AR 
data from GL to PC; ROC entries 
posted to PC; Accounts beginning with 
4 

Project Costing > Reports 
> Summary of Rev by 
Proj & Act 

Detailed Funding Source & 
Project KK Transactions and 
Remaining Balance 

Shows funding sources 
allocated and remaining 
balances at the funding 
source level 

Budget checked transactions have 
Project number and Funding Source 

Project Costing > Reports 
> Funding source & 
Project Bal 

Funding Source KK 
Transactions and Remaining 
Balance by Project 

Shows funding sources and 
remaining balances by 
project. 

Budget checked transactions with 
Project number and Funding Source 

Project Costing > Reports 
> FS KK Trans and Rem 
Bal by Prj 

http://www.whitehouse.gov/omb/circulars
http://www.ecfr.gov/
http://www.ecfr.gov/cgi-bin/text-idx?SID=f8c12e7b84f55f947cb56652ea4c0d46&mc=true&node=se2.1.200_1307&rgn=div8
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Report Name Purpose Data Prerequisite Navigation 
Funding Source & Category 
Reconciliation 

Reconciliation between 
funding source and 
distributional category at the 
transaction level. 

Funding Source allocated to project and 
FND rows in PC 

Project Costing > Reports 
> Fund Source and Dist 
Category 

Purchase Order Activity and 
Balance by Project 

Includes all purchase orders 
associated with a project and 
remaining PO balances, if 
any. 

Purchase Order for Project and any 
associated vouchers 

Project Costing > Reports 
>PO Activity & Bal by 
Projct 

Summary Account 
Settlement/Draw Worksheet 
Report 

Provides a Summary Account 
Settlement/Draw Worksheet 
for Federal Project Reporting 

Finalized Budget Plan; FEDERAL FND 
expense rows in PC; ROC entries 
posted to PC 

Project Costing > Reports 
> Draw Worksheet Report 

Summary of Cash 
Transactions by Project by 
Functional Activity by 
Distributional Category 

Support for reporting and 
drawdown process; includes 
cash transactions only 

ROC or FND Expense transactions in 
PC that impact cash 

Project Costing > Reports 
> Summary of Cash 
Transactions 

Federal Cash Transactions 
Report 

To assist in preparing the 
Federal 272 Report 

ROC entries posted to PC; Expenses 
posted to PC; Use of Activity id of 
PRGINCA or PRGINCS for program 
income. 

Project 
Costing>Reports>Federal 
Cash Transactions Rpt 

CMIA Detail Report by Clear 
Date 

Gives details about the 
payment clearance pattern 
(Number of days from 
Payment Date to Cleared 
Days). 

Vouchers posted and paid within AP 
with Project id’s that have cleared the 
bank 

Project Costing>Reports> 
CMIA Clr Patt Rpt by Clr 
Date 

Project & Activity Budget 
Commitment Control 
Comparison Report 
(Expenditures in KK to 
Actual) 

Comparison of budget to 
actual expenditures; can 
select either project or activity 
budget 

Budget Checked transactions with 
Project id’s and posted transactions 
with Project id’s. For comparison at the 
Activity id level, select Activity Budget 
Provided on Run Control. 

Project Costing > Reports 
> Project & Activity Comp 
Report 

Detail Transactional Report 
by Project with all Project 
Chartfields and Account 
Roll-up Nodes 

Provides detailed 
transactions; support for 
federal reporting (detailed 
version of RPT 075) 

Original (ACT/GLE) rows posted in PC 
and FND rows generated during Funds 
Distribution process. Accounts properly 
place in the PROJACCTRPTTREE. 

Project Costing> 
Reports>Detail Trans Rpt 
by Project 

Transaction Balance Report 
by Project with all Project 
Chartfields and Account 
Roll-up Nodes 

Provides balances by project; 
support for federal reporting 
(summary of 074) 

Original (ACT/GLE) rows posted in PC 
and FND rows generated during Funds 
Distribution process. Accounts properly 
place in the PROJACCTRPTTREE. 

Project costing > reports 
> Transaction Bal Rept by 
Proj 

Federal Financial Status 
Report 

To assist Agencies in 
preparation of Federal FSR 
Report 

Expense FND rows with FEDERAL or 
STATE00 Target Activity id’s in PC; 
Third Party/In-Kind direct entries to PC, 
if applicable; Use of Activity id of 
PRGINCA or PRGINCS for program 
income. 

Project 
Costing>Reports>Federal 
Financial Status Rpt 

Federal Financial Report 
Supporting Worksheet 

Support worksheet for 
Federal Financial Report 

Funding Source Allocated to Project; 
ROC’s posted to PC. FND expense 
rows with Target Activity id’s of 
FEDERAL or STATE00 generated by 
Funds Distribution in PC; Use of Activity 
id of PRGINCA or PRGINCS for 
program income. 

Project Costing> Reports 
> Federal Finl Rpt 
Supporting WS 
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Report Name Purpose Data Prerequisite Navigation 
Federal 270 Report 
Supporting Worksheet 

Support for preparation of 
Federal 270 Report 

Expense FND rows with FEDERAL or 
STATE00 Target Activity id’s in PC and 
paid; ROC entries posted to PC; Use of 
Activity id of PRGINCA or PRGINCS for 
program income. 

Project Costing >Reports 
> Federal 270 Rpt 
Supporting WS 

CMIA Clearance Pattern Rpt 
Detail by Payment Date 

This CMIA Report gives 
details about the payment 
clearance pattern by 
Payment Date 

Vouchers posted and paid within AP 
with Project id’s that may or may not 
have cleared the bank 

Project Costing >Reports 
> CMIA Clr Patt Rpt by 
Pmt Date 

Project Budget 
Reconciliation Report 

A comparison of the BUD 
Analysis Type rows in the 
Project Resource Table to the 
KK Project commitment 
control ledger by Project 

Finalized Budget Plan Project 
Costing>Reports>Project 
Budget Recon 

Schedule of Expenditure of 
Federal Awards (OMB SEFA 
Schedule) 

Provides most of the 
information needed for the 
annual SEFA report 

Funding Source with ALN , grant # and 
award amount populated; ROC entries 
posted to PC; Expense FND rows 
associated with Funding Source 

Project 
Costing>Reports>Expend 
iture of Federal Awards 

Project Detail by ALN Includes receipts, 
disbursements, grant detail 
and other available 
information by federal ALN 
number 

Funding Source with ALN, grant # and 
award amount populated; ROC entries 
posted to PC; Expense FND rows 
associated with Funding Source 

Project Costing > Reports 
> Project Detail by ALN 

Capital Asset Purchases by 
Project 

Gives information from AM on 
assets by projects selected. 
Can select $$ threshold, such 
as $5,000. 

Assets posted to AM with Project ID’s. 
Proper Asset Table data as confirmed 
during agency Asset Cleansing 
processes, Capitalized Assets. 

Project 
Costing>Reports>Capital 
Assets by Project 
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FSSA fund 11720 
County Admin 

 

FSSA fund 62100 
Project 497xxxxxxxxx 

 
 

PUBLIC ASSISTANCE COST ALLOCATION PLAN PROCESS (PACAP) 
 

Agency GnFd Agency Fed/DedFd>Project SBA GnFd 
 
 

Example: allocation of indirect payroll costs 
 
 
 
 

 
 
 

Journal Entry:: 
 

CR fund 11720 - account 
51xxxx to remove expense 

Journal Entry: 
 

DR fund 62100 Project 
account 51xxxx to add 

expense 
 
 
 
 
 
 

Example: Statewide indirect cost allocation - SWCAP 
 
 

  
 
 

Journal Entry: 
 

DR fund 62100 Project 
account 759900 to add 

expense 

 

Journal Entry: 
 

CR fund 10520 
account 749900 to add 

revenue 

 
 

SBA fund 10520 

 

FSSA fund 62100 
Project 497xxxxxxxxx 

7.5.2 Indirect Cost Flowchart 
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INDIRECT COST RECOVERY AGREEMENT (ICRA) 
 

Agency Cost Pool Agency Fed/DedFd>Project SBA GnFd 
 
 
 

Agreement with Federal oversight agency 
setting rules for Indirect Cost Rate – 

ICRA 

 
 

A B C D 

 
 
 

Agency 
indirect 
costs 

Statewide 
indirect 
costs 

(SWCAP) 

 
 
 

  
Note; Eligible SWCAP reimbursements should 

take precedence over Agency Cost 
reimbursements. 

 
 
 
 
 
 

Agency Indirect Cost 
Journal Entry: 

 
DR fund/project account 
583120 to add expense 

to various funds/ 
projects; CR agency 

indirect cost pool using 
same account 

 
 
 
 

EXPENSE ACCOUNT NUMBERS: 
583120 – Fed IndCost Reimb Agy 
759900 – Federal Indirect Cost Xfer Out (SWCAP) 

 
REVENUE ACCOUNT NUMBERS: 
749900 – Federal Indirect Cost Xfer IN (SWCAP) 
445000 – Fed Indirect Cost Revenue Agy 
446000 – Fed SWCAP Revenue 

 
A B C D 

 
 
 
 
 
 
 
 
 

SWCAP Journal Entry: 
 

DR fund/project 
account 759900 to add 

expense to various 
funds/projects 

 
 
 

SBA fund 10520 
 
 
 
 
 
 
 
 

SWCAP Journal Entry: 
 

CR fund 10520 
account 749900 to add 

revenue 

 
 
 

RECORDING OF FEDERAL REIMBURSEMENT OF INDIRECT COST FROM FEDERAL PROGRAM: 
 

The amount requested for both Agency Indirect Cost and SWCAP should be broken out from the total 
federal revenue and recorded using the two account numbers noted above. 

 
 

Agency Indirect 
Cost Share 

 
 

SWCAP share* 

 
 

Total 
Direct 
Costs 
X ICR 

 

Total 
Direct 
Costs 
X ICR 

 
 

Total 
Direct 
Costs 
X ICR 

 
 

Total 
Direct 
Costs 
X ICR 

 
 
 

Indirect costs accumulated as 
allowed by ICRA = INDIRECT COST POOL, 

(Operating Fund, Projects, etc) 
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7.5.3 Change to Uniform Guidance 2 CFR Part 200 
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 CHAPTER 8 
 

 CAPITAL ASSET ACCOUNTING 
 
SCOPE 
 

This chapter addresses the accountability for capital assets purchased by the State of Indiana – 
how capital asset records are maintained, how such assets are reported for financial reporting purposes, 
and the responsibility of agency personnel regarding such assets.  Also included is general guidance for 
capital asset accounting in the PeopleSoft financial system, rules on the disposition of surplus property, 
and federal requirements for capital assets purchased with federal funds. 
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8.1 STATUTORY AUTHORITY ................................................................................................................................... 2 
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8.4.6  Physical Inventories ..................................................................................................................................... 7 

8.5 APPENDICES ...................................................................................................................................................... 8 
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8.5.1  Capital Asset Policy ..................................................................................................................................... 8 

8.5.2  Capital Asset Reports/Queries ..................................................................................................................... 8 

8.5.3 Capital Asset Categories and Expense Accounts .......................................................................................... 9 

 
 
8.1 STATUTORY AUTHORITY 
 
 IC 4-13-1-20(b), regarding the Department of Administration (IDOA), states in part:  “The 
department shall do both of the following: (1) Provide for the periodic inspection, appraisal, and inventory 
of all of the state's property. (2) Require reports from each state agency concerning the property in the 
custody of each state agency.” 
 
 IC 4-20.5-6-3, regarding real property, states:  “The department shall provide for the periodic 
inspection, appraisal, and inventory of all of the state's property, and shall require reports from agencies 
concerning the property in their custody.” 
 
 With the implementation of the PeopleSoft Asset Management module, the office of the 
Comptroller, as the owner of the PeopleSoft financial system, monitors tracking of capital assets.  Capital 
asset inventories are monitored to ensure compliance and accountability through cooperation of the 
agencies, the IDOA, the Comptroller, and the State Board of Accounts.  Agency officials are ultimately 
responsible for the accountability and security of all assets. 
 
 
8.2 ACCOUNTING THEORY 
 

8.2.1  Financial Reports – State of Indiana ACFR 
 
 The State Annual Comprehensive Financial Report (ACFR) is compiled by the Comptroller and 
audited by the Board of Accounts at the end of each state fiscal year.  This report is vital to the State’s bond 
rating and must be prepared in accordance with generally accepted accounting principles (GAAP), which 
requires capital assets to be included at cost (or estimated cost) and depreciated over the useful life of the 
asset.  In order to obtain this financial information, each agency must accurately maintain certain required 
information in the asset management module of PeopleSoft.  The State of Indiana requires that assets 
costing $500 and over are included in the PeopleSoft financial system, thus available for inclusion in the 
financial statements. 
 

8.2.1.1  What Are Capital Assets? 
 
 As defined in the Governmental Accounting Standards Board Statement 34 (GASB 34), capital 
assets include all of the following, assuming a useful life of greater than one year: 
 

• Land (including right of way, easements) 
• Improvements to Land 
• Infrastructure (roadways, bridges, etc.) 
• Buildings 
• Improvements Other than Buildings 
• Transportation Equipment (vehicles) 



 

 

10:3 

• Machinery and Other Equipment 
• Construction or Work in Progress 
• Works of Art and Historical Treasures 
• All Other Tangible or Intangible Assets Used in Operations with Useful Lives 

Extending Beyond a Single Reporting Period 
 

8.2.1.2  Asset Depreciation – Capital Asset vs. Maintenance 
 

Except for land and inexhaustible collections, certain infrastructure reported under the modified 
approach (see GASB 34), and construction in progress (which will be moved to an asset category when 
completed), capital assets are required to be depreciated over the useful life of the asset.  Only the 
Department of Transportation (INDOT) is currently utilizing the modified approach. 

 
Improvements and repairs which allow an asset to continue to be used during its originally 

established useful life are expensed as a maintenance expense rather than capitalized (added on to the 
asset value).  Improvements and repairs which extend the useful life of an asset are called preservation 
costs and should be capitalized for all capital assets, with the exception of infrastructure reported under the 
modified approach.  Additions and improvements which increase the capacity or efficiency of the asset 
should be capitalized for all assets, including all infrastructure. 
 

When a capital asset is traded in for another asset, after the transaction is complete, the cost of 
the new asset should be adjusted to FMV (fair market value) in order that future depreciation might be 
applied accurately (See 8.4.3). 
 

8.2.1.3  Capital Asset Policy 
 

The capital asset policy for Indiana State Government, which includes details of capitalization and 
depreciation, is maintained by the Comptroller and can be found on the Comptroller website at 
https://www.in.gov/comptroller/. 
 
 
8.3 INTERNAL CONTROL  
 
 Agency personnel are responsible for accountability for all assets under their control, including 
capital assets.  Adequate asset management staff should be assigned to recording and maintaining, on the 
PeopleSoft financial system, all capital assets with a cost of $500 or more.  Assets are automatically 
capitalized upon approval by either the Business Unit approver or Comptroller approver.  Controls should 
be in effect to assure that additions, disposals, and transfers to other departments or agencies are recorded 
timely.  Inventories of these assets should be performed each year in each department and compared to 
the PeopleSoft listing.  Results of inventories should be retained for audit purposes. 
 
 Capital assets with a cost of less than $500 may be included in PeopleSoft Asset Management at 
the agency’s option.  All assets in the system should be capitalized. 
 
 
8.4 BUSINESS PROCESSES 
 

8.4.1  Acquisition of Capital Assets 
 

https://www.in.gov/comptroller/
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 The preferred process for acquisition of capital assets is through ePro purchasing.  If the correct 
accounts are used for asset purchases (55xxxx) and an asset profile is noted, the asset will automatically 
be converted from an expense (55xxxx) to an asset (15xxxx) and loaded into the asset management 
database.  See the PeopleSoft Asset Management manual at PeopleSoft Training Documents - Asset 
Management for more detail. 
 

8.4.1.1  Donated Assets 
 
 Donated assets should be entered directly into Asset Management at acquisition value, per GASB 
Statement No. 72, plus any ancillary charges, at the date of acquisition. 
 
 Acquisition Value is defined as the price that would be paid to acquire an asset with equivalent 
service potential in an orderly market transaction at the acquisition date, or the amount at which a liability 
could be liquidated with the counterparty at the acquisition date.   Acquisition value may be calculated from 
manufacturer’s catalogs or price quotes in periodicals, recent sales of comparable assets, or other reliable 
information.  Professional assistance may be helpful but is not required. 
 

8.4.1.2  Required Chartfields 
 
 For all assets with cost (if donated asset, acquisition value) above $500, Tag Number, Custodian 
and Location are required asset fields in order to load an asset to Asset Management (AM).  These fields 
must be completed when the asset is delivered to and accepted by the agency receiver; or, if the actual 
receiver is offline, the entry person recording from the receiver must enter this information.  Agency 
management should assess, and in some cases change, their business processes in order to provide this 
information to the person receiving the asset into PeopleSoft.  In the case of a trade-in of an asset on 
another asset, the cost of the new asset should be adjusted to equal fair market value. 
 
 If an asset is processed into AM at a cost of less than $500, these fields (Tag number, Custodian 
and Location) are still required.  Note that this is a change from prior capital asset policy. 
 
 Other information which must be maintained includes the Asset Category, Asset Type, Acquisition 
Date, Asset Description, Asset Acquisition Cost, Purchasing Fund, Serial Number (if applicable), VIN 
Number (vehicles) and, if purchased with federal funds or a capital project, the project number involved. 
 
 Asset Tag and Property Labels may be purchased through the State Printing Services QPA.  Asset 
Tags should be attached to the asset so that the asset can be easily traced to the corresponding Asset 
Management record.  When an asset tag cannot reasonably be attached to the asset, there should be 
another method to associate the physical asset with a corresponding asset management record, i.e. a serial 
or VIN number that is visible on both the physical asset and in the Asset Management record. 
 

8.4.1.3  Asset Profile ID 
 
 In the process of purchasing an asset, an asset profile ID must be selected; this asset profile ID 
will assure that the correct useful life and depreciation is applied in Asset Management.  When creating a 
requisition, in the Accounting Defaults section, Asset Information tab, all available profiles are accessible 
using the ‘lookup’ function.  The main categories (first three digits of profile) are listed in the Comptroller 
Capital Asset Policy. 
 

8.4.2  Transfer/Disposal of Capital Assets 

https://myshare.in.gov/sba/encompass/Shared%20Documents/Forms/AllItems.aspx?RootFolder=%2FSBA%2Fencompass%2FShared%20Documents%2FTraining%20Documents%2FAsset%20Management%20Class&FolderCTID=0x012000BCB1AAB4C101E043ACA92C4E2CAF12AC&View=%7bF028AA1A-92F6-481F-AD3C-A6A404494279%7d
https://myshare.in.gov/sba/encompass/Shared%20Documents/Forms/AllItems.aspx?RootFolder=%2FSBA%2Fencompass%2FShared%20Documents%2FTraining%20Documents%2FAsset%20Management%20Class&FolderCTID=0x012000BCB1AAB4C101E043ACA92C4E2CAF12AC&View=%7bF028AA1A-92F6-481F-AD3C-A6A404494279%7d
http://www.in.gov/idoa/2448.htm
https://www.in.gov/comptroller/files/Capital-Asset-Policy-July-2009-Final.pdf
https://www.in.gov/comptroller/files/Capital-Asset-Policy-July-2009-Final.pdf
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 All transfers, sales, retirements and other disposals of capital assets must be processed through 
and approved by State Surplus Property division of IDOA by submitting Form 13812, Notification of Surplus 
State-Owned Property.  See www.in.gov/idoa/2365.htm. 
 

8.4.2.1  Transfer of Capital Assets to another State Agency 
 
 If an asset is being transferred from one agency to another agency, or if an asset is being 
transferred from one business unit to another business unit within an agency, the “donator” agency or 
business unit will generate the Transfer process in PeopleSoft Asset Management.  The “receiving” agency 
or business unit must manually assign a new asset tag number to the asset.  The acquisition date and 
original cost for the asset do not change.  The fund number for the asset must be changed to a “receiving” 
agency fund number.  When the transfer is made, the asset cost and accumulated depreciation will be 
automatically transferred as well. 
 

8.4.2.2  Transfer by Sale of Capital Asset to Other State Agency 
 
 A sale of an asset to another state agency must also be approved by IDOA State Surplus or, in the 
case of motor vehicles, trailers, and INDOT road equipment, IDOA Fleet Management.  State Surplus or 
Fleet Management will work with the agency to determine the type of sale, location, etc.  Net proceeds, 
after selling costs of Surplus or Motor Pool, are subsequently credited to the selling agency. 
 

8.4.3  Retirement of Capital Assets 
 

The Department of Administration establishes guidelines and requirements relating to the 
retirement of agency assets.  All retirements, whether or not IDOA State Surplus is involved, must be 
recorded in the PeopleSoft Asset Management system, including accounting for any money received.  
Documentation of the asset retirement should also be retained. 
 

Generally, surplus property may be considered “retired” if disposed of in any of the following ways: 
 

• Sent to State Surplus property division.  Most assets should be retired by this method.  (AM 
Retirement Code - State Surplus) 

 
• Software License Retirement.  Retirement in the PeopleSoft Asset Management system due to 

expired software licensing.  State Form 13812 required to be completed and should be kept for audit 
purposes.  (AM Retirement Code – Software License Retirement) 
 

• Trade-in for another asset from an outside party; since a purchase is involved here, IDOA Procurement 
and Surplus property must be involved; requisitions for the new items must include the price without 
trade-in, the trade-in value, and the price with trade-in.  (AM Retirement Code – Traded in for Another 
Asset) 
 
Note:  As only the net cost will be pulled to AM from the PO, it will be necessary for the agency asset staff 
to make a Cost Adjustment to the asset in AM in order to bring the value to FMV for correct valuation and 
depreciation.  Failure to complete this could result in significant underreporting of the State’s assets on 
the Annual Comprehensive Financial Report. 
 

• Scrap when the only reasonable disposition of the asset is to discard or recycle the asset.  This 
should only be done when the asset has no other economical use to other agencies, or auction value; 

http://www.in.gov/idoa/2365.htm
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contact the Recycling Program Manager in the Operations Division of the Department of 
Administration prior to disposal.  (AM Retirement Code – Scrapped Asset) 
 

• Sell at public auction or by sealed bid; Surplus Property will determine method of sale’ Net proceeds, after 
costs of Surplus or Motor Pool, are credited to the selling agency.  (AM Retirement Code – Retirement 
by Sale) 

 
• Sell to local unit of government by sealed bid; Surplus Property will assist. Net proceeds, after costs of 

Surplus or Motor Pool, are credited to the selling agency.  (AM Retirement Code – Retirement by Sale) 
 

• Stolen (or suspected stolen) assets should be reported to the Capital Police and the Office of the Inspector 
General prior to processing retirement.  (AM Retirement Code – Disposal Due to Theft) 

 
• Assets destroyed by flood, fire, etc.  Document the event resulting in the loss.  (AM Retirement Code - 

Casualty Loss) 
 

• Retirement in system due to duplicate entry.  Used when an asset has for some reason been entered into 
the system twice or more.  (AM Retirement Code – Duplicate) 

 
• Missing asset.  This should be a temporary status, to be reversed when the asset or asset disposal 

documentation is found, or only used if the agency is sure that the asset has not been stolen, but are still 
unable to locate the asset or disposal information.  A comment should be added in the 
Location/Comments/Attributes tab of the Basic Add screen explaining the reason for the missing status.  
(AM Retirement Code – Missing Asset) 

 
• If a damaged or defective asset has been replaced under warranty, the original asset may be retired, and 

the new asset will be entered into AM under a new asset ID and tag.  (AM Retirement Code  - Replaced 
Under Warranty) 

 
• If an item does not meet the requirements to be a capital asset but has been coded into AM in error, it 

should be retired from the system.  Documentation (paper or electronic) should be retained explaining the 
nature of the error and reason for retirement.  (AM Retirement Code – Coded as Asset in Error) 

 

• If the agency keeps an asset at the end of a lease, the Comptroller will retire the asset as an “Expired 
Lease”.  The agency will need to re-enter the asset in the system.  See 8.4.4.  (AM Retirement Code – 
Expired Lease) 

 
*Must have prior permission of State Surplus Property Division or, in the case of vehicles, Fleet Management 
 

8.4.4  Leased Assets 
 
 If a capital asset is acquired through a lease contract, this must be indicated in the checkbox when 
the purchase order is created.  Purchase order staff should take care to NOT enter an asset profile or flag 
as an asset.  The accounting department of the Comptroller will review all lease contracts and enter 
applicable information into the Asset Management system, thus determining whether a “capital” or 
“operating” lease.  If a “capital” lease, financial information, including depreciation, for the asset will be 
maintained the same as for a purchased asset.  A Lease Guide for ePro Users is available on the IDOA 
website (IDOA Purchase Order Documents); procedures therein must be followed and required documents 
sent to the Comptroller staff. 

http://www.in.gov/idoa/2934.htm
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  If the agency keeps the asset at the end of the lease, the Comptroller will retire the asset using 
the retirement code “Expired Lease”.  When you receive notification of this retirement, you will need to re-
enter the asset in the system following the guidelines provided. 
 

8.4.5  Assets Purchased with Federal Funds or through Capital Projects 
 
 If assets are purchased with federal funds and/or through a capital construction project, this 
information will be maintained in Project Costing.  When completed, the asset should be added to AM as a 
Basic Add in Asset Management. 
 
Assets Purchased with Federal Funds 
 

The title of equipment purchased by an agency with federal funds, in whole or in part, vests with 
the State.  The agency is to use, manage, and dispose of the asset in accordance with State laws, rules, 
and procedures.  The asset shall be used by the agency in the program or project for which it was acquired 
for as long as needed, whether or not the project or program continues to be supported by federal funds. 

 
Property records must be kept in compliance with state rules.  In addition, the records must include 

the percentage of federal participation in the cost of the asset, the location, use and condition of the asset, 
and ultimate disposition data including the date of disposal and any sales price.  Agencies should maintain 
this information on the PeopleSoft financial system.  Records showing proper disposition of the asset should 
be maintained at least three years from date of disposition. 
 

Any purchase, use, or disposal of assets purchased with federal funds must be in accordance with 
guidelines established in Office of Management and Budget Code of Federal Regulations Title 2 Part 200. 
 

8.4.6  Physical Inventories 
 
 Each year a physical inventory is to be taken and compared to the master listing from the 
PeopleSoft Asset Management system.  This helps to ensure the asset inventory is accurate and that 
assets have not left the agency without authorization.  Physical inventories aid in ensuring that all capital 
assets purchased or acquired by the agency have been added to Asset Management, and assets disposed 
of have been removed from Asset Management.  It also aids in identifying unused or obsolete assets, and 
missing or stolen assets.  Evidence of the physical inventory must be maintained in the agency’s records: 
 
 The office of the Comptroller has created public query SOIAM025_PLUS_AUTHORIZED to aid in 
this process.  Begin by running the query to get a list of all assets currently recorded as In Service for the 
agency, then: 
 

• Verify that each asset on the list is still in possession of the agency. 
• If asset cannot be located, verify if the asset has been disposed of but not retired from the 

system, has been stolen, or is otherwise missing. 
• Review purchases made since the previous inventory to ensure all eligible asset purchases or 

acquisitions have been added to AM per the requirements of the State Capital Asset Policy. 
• Add or retire assets from AM as needed. 
• Certify performance of the inventory as described below. 

 

https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200
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 To certify the inventory has been performed, the following information will be included in Asset 
Management utilizing the Location/Comments/Attributes and Manufacture/License/Custodian tabs and the 
Authorization section of the Location and Custodian tabs: 
 

• Update the current location of the asset.  Add the date of the inventory certification as the 
Location Effective Date and Authorization Date.  Authorizer is certifying that the asset has 
been accounted for by the agency. 
 
Note:  The location should be where the asset is physically located.  If the asset is not 
stationary, the location should be the facility or building that “owns” the asset or has been 
delegated responsibility for the asset.  Staff of the location entered should be able to 
reasonably and timely provide assurance that the asset can be accounted for and located. 

 
• Update the current custodian (last name, first name) of the asset.  Add the date of the 

inventory as the Effective Date and Authorization Date.  Authorizer is certifying that the asset 
has been accounted for by the agency. 
 
Note:  The custodian of an asset should be the person in physical possession of the asset, or 
a person who can reasonably and timely provide assurance and/or evidence that an asset 
can be accounted for and located (i.e. a warehouse manager, branch manager, office 
supervisor, etc.). 

 
 Please contact the Comptroller Accounting Department for technical assistance or questions about 
mass changes for capital assets. 
 
 
8.5 APPENDICES   
 

8.5.1  Capital Asset Policy 
 
 The official capital asset policy of the State of Indiana, as established by the Comptroller and 
approved by the Indiana Department of Administration, is located on the Comptroller’s website. 
 

8.5.2  Capital Asset Reports/Queries 
 

Several custom reports and queries have been designed to provide agencies (and auditors) with 
lists of capital assets and all pertinent information.  Listed below are public queries which will give you 
necessary information for maintaining accurate asset records.  We recommend that the AM Staff use a 
schedule to monitor asset activity using these queries. 
 

• SOIAM025_PLUS_AUTHORIZED – This query is modeled after the Asset Master report. The 
results include all successfully capitalized, in service, non-leased asset for the requested BU.  
The fields returned include acquisition date, asset descr, tag number, capitalized cost and serial 
number, as well as the custodian and location and their most current effective date.  Also shows 
authorizations for the custodian and location. 
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• SOIPO_ASSET_FLAGGED_POS – At this time, new assets purchased by the State should be 
interfacing from ePro and AP into AM.  This query will allow AM team members to monitor the 
activity in ePro prior to the interfacing process.  This is more than just an error report.  AM team 
members should work with the ePro staff to make sure that the correct PO lines are identified 
as assets, that non-assets aren’t incorrectly flagged as assets, and that the correct profile ids 
have been selected.  Reviewing this report will greatly reduce the number of asset related 
errors that need to be resolved in AM.  The report should be run as often as necessary to 
ensure accurate results. 

 
8.5.3 Capital Asset Categories and Expense Accounts 

 
Note: Due to periodic additions in asset profiles to provide additional detail, profiles are no longer 

included in this chart.  Profile details can be accessed on the PeopleSoft system (see 8.4.1.3).  When 
searching for a profile, enter the Category digits from this table: 
 

CATEGORY DESCRIPTION/COMMENT ACCT # 
101 LAND 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable land purchases, including easements 
with indefinite useful lives 

551101 

   
110 ASSOCIATED LAND COSTS 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable; becomes part of land cost 551110 

   
120 TEMPORARY LAND RIGHTS 
USEFUL LIFE – TERM OF 
CONTRACT/AGREEMENT 

Amortizable; for land rights with noted beginning and 
end date; New category; created especially for 
amortization of land as required by GASB 51 

551120 

   
130  SITE IMPROVEMENTS 
USEFUL LIFE – 240-720 MONTHS 
BY PROFILE 

Depreciable types of infrastructure;  formerly in 151, 
but need to be depreciated 

551130 

   
150 LAND DAMAGE 
IMPROVEMENTS 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable; becomes part of land cost 551150 

   
151 IMPROVEMENTS TO LAND 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable; becomes part of land cost; an 
improvement to land that would increase the value of 
the land  

551151 

   
160 HWY RELOCATION 
REIMBURSEMENT 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable; becomes part of land cost 551160 

   
161 ANTIQUES & INEXAUSTIBLE 
COLLECTIONS 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable;  collections to be retained 
indefinitely or, if sold, replaced with a similar 
collection 

551161 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
170 LAND ACQUISITION PROF 
SERVICE 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable; becomes part of land cost 551170 

   
301 BUILDINGS 
USEFUL LIFE – 480 MONTHS 

Depreciable;  profiles self-explanatory 555301 

   
351 IMPROVEMENTS TO 
BUILDINGS 
USEFUL LIFE – 480 MONTHS 

Depreciable; should include cost of subsequent 
additions or improvements that increase functionality 
(effectiveness or efficiency) or extend useful life of 
building, but exclude cost of repairs, which should be 
expensed. 

555351 

   
401  STRUCTURES OTHER THAN 
BUILDINGS 
USEFUL LIFE – 240 MONTHS 

Depreciable; other structures not considered as 
infrastructure 

555401 

   
402 DOCKS – PORTS OF INDIANA 
USEFUL LIFE – 240 MONTHS 

Depreciable; should include cost of subsequent 
additions or improvements that increase functionality 
(effectiveness or efficiency) or extend useful life of 
dock, but exclude cost of repairs, which should be 
expensed 

555402 

   
403 HARBORS – PORTS OF 
INDIANA 
USEFUL LIFE – 480 MONTHS 

Depreciable; should include cost of subsequent 
additions or improvements that increase functionality 
(effectiveness or efficiency) or extend useful life of 
dock, but exclude cost of repairs, which should be 
expensed 

555403 

   
404 HARBOR IMPROVEMENTS – 
PORTS OF INDIANA 
USEFUL LIFE – 300 MONTHS 

Depreciable; should include cost of subsequent 
additions or improvements that increase functionality 
(effectiveness or efficiency) or extend useful life of 
dock, but exclude cost of repairs, which should be 
expensed 

555404 

   
405 – MOORING 
CELLS/STRUCTURES-CELLS 
USEFUL LIFE – 240 MONTHS 

Depreciable; should include cost of subsequent 
additions or improvements that increase functionality 
(effectiveness or efficiency) or extend useful life of 
dock, but exclude cost of repairs, which should be 
expensed 

555405 

   
406 – MOORING CELLS/ 
STRUCTURES-IMPROVEMENT 
USEFUL LIFE – 240 MONTHS 

Depreciable; should include cost of subsequent 
additions or improvements that increase functionality 
(effectiveness or efficiency) or extend useful life of 
dock, but exclude cost of repairs, which should be 
expensed 

555406 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
451 IMPROVEMENTS TO 
STRUCTURES OTHER THAN 
BUILDINGS 
USEFUL LIFE – 240 MONTHS 

Depreciable; should include cost of subsequent 
additions or improvements that increase functionality 
(effectiveness or efficiency) or extend useful life of 
building.  but exclude cost of repairs, which should be 
expensed 

555451 

   
501  OFFICE EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; not to include maintenance contract 
costs, which should be expensed 

555501 

   
502 HOUSEHOLD, 
KITCHEN,LAUNDRY 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555502 

   
503  OFFICE FURNITURE 
USEFUL LIFE – 84 MONTHS 

Depreciable; profiles self-explanatory 555503 

505 AUTOMOBILES 
USEFUL LIFE – 96 MONTHS 

Depreciable; profiles self-explanatory 555505 

   
506  STA WAGON, VAN,SUV 
USEFUL LIFE – 120 MONTHS 

Depreciable; profiles self-explanatory 555506 

   
507  PICK UP TRUCKS 
USEFUL LIFE – 108 MONTHS 

Depreciable; profiles self-explanatory 555507 

   
508  MED/HVY TRUCKS 
USEFUL LIFE – 168 MONTHS 

Depreciable; profiles self-explanatory 555508 

   
509  GRADERS 
USEFUL LIFE – 120 MONTHS 

Depreciable; graders for construction sites 555509 

   
510  MOWERS 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555510 

   
511  TRANSPORTATION 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555511 

   
512  SNOW PLOWS/SNOW EQUIP 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555512 

   
513 CONSTRUCTION AND 
ENGINEERING EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555513 

   
514  BUILDING & PLANT 
EQUIPMENT 
USEFUL LIFE – 120 MONTHS 

Depreciable; profiles self-explanatory  555514 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
   
515  MANUFACTURING 
EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable; profiles self-explanatory 555515 

   
516 DESIGN & LOCATION 
ENGINEERING EQ. 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555516 

   
517 
ENGINEERING/TESTING/SAFETY 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555517 

   
518  PAVING/MAINTENANCE 
EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable; profiles self-explanatory 555518 

   
520 TRAFFIC REGULATORY 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555520 

   
521  MEDICAL  AND LABORATORY 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555521 

   
522 EDUCATIONAL EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555522 

   
523  RECREATIONAL EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555523 

   
526  TRACTORS 
USEFUL LIFE – 120 MONTHS 

Depreciable; profiles self-explanatory 555526 

   
527 REST AREA EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555527 

   
528  AIRCRAFT 
USEFUL LIFE – 120 MONTHS 

Depreciable; profiles self-explanatory 555528 

   
529  SPREADER 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555529 

   
530  RADIO/TELEPHONE 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555530 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
   
531  WINDOW AIR CONDITIONER 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555531 

   
532  FIELD CROP AGRICULTURAL 
EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable; profiles self-explanatory 555532 

   
533 OTHER FARM/AGRI 
EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable; profiles self-explanatory 555533 

   
534  BOATS, MOTORS & OTHER  
MARINE EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable; profiles self-explanatory 555534 

   
536 WEAPONS & RELATED RIOT 
CONTROL EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555536 

   
537  WEIGH STATION EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555537 

   
538  LANDSCAPING EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555538 

   
539  SHOP EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555539 

   
540  MAINFRAME COMPUTERS & 
PERIPHERAL DEVICES 
USEFUL LIFE – 36 MONTHS 

Depreciable; not to include costs of maintenance 
contracts, which should be expensed 

555540 

   
541   CAMERA EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555541 

   
542 FIRE FIGHTING EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555542 

   
543  TRASH DUMPSTER 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555543 

   
544 MICROFORM, READER & 
REPRODUCING EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555544 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
553 COMPUTER SOFTWARE 
USEFUL LIFE – 36 MONTHS 

Amortizable; includes software for mainframe, 
midrange and PCs; Category extended to include PC 
software and amortize as required by GASB 51 

555553 

   
554 COMPUTERS AND 
ACCESSORIES 
USEFUL LIFE – 36 MONTHS 

Depreciable; profiles self-explanatory; not to include 
costs of maintenance contracts, which should be 
expensed 

555554 

   
556  COMPUTER DATA FILE 
USEFUL LIFE – 60 MONTHS 

Depreciable; profiles self-explanatory 555556 

   
600  ANIMALS 
USEFUL LIFE – 72 MONTHS 

Depreciable; includes all service animals such as 
police dogs 

552601 

   
601  INTERSTATE ROADS 
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 555600 

   
602  NHS ROADS 
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 552602 

   
603  NON NHS ROADS 
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 552603 

   
604  INTERSTATE BRIDGES 
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 552604 

   
605  NHS BRIDGES NON 
INTERSTATE 
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 552605 

   
606  NON NHS BRIDGES  
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 552606 

   
607  STATE INSTITUTION & 
PROPERTY ROADS 
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 552607 

   
608 STATE INSTITUTION & 
PROPERTY BRIGDES 
USEFUL LIFE – DOES NOT APPLY 

Non-depreciable; INDOT modified approach 552608 

   
614 DNR INFRASTRUCTURE 
USEFUL  LIFE – 240 MONTHS 

Depreciable 552614 

   
615 RAILROAD – PORTS OF 
INDIANA 
USEFUL  LIFE – 600 MONTHS 

 552615 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
   
616 RAILROAD REHABILITATION 
USEFUL  LIFE – 300 MONTHS 

 552616 

   
617 STREETS – PORTS OF INDIANA 
USEFUL  LIFE – 360 MONTHS 

 552617 
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THE FOLLOWING CATEGORIES ARE RESERVED FOR OPERATING AND CAPITAL LEASES;   ONLY THE 
COMPTROLLER STAFF ARE AUTHORIZED TO APPLY THESE CATEGORIES/PROFILES AFTER DETERMINATION IS MADE 
WHETHER THE LEASE IS CAPITAL OR OPERATING. 
 

CATEGORY DESCRIPTION/COMMENT ACCT # 
“OPERATING” LEASES ARE NON-FINANCIAL ASSETS, 
NOT TO BE CAPITALIZED OR DEPRECIATED 

  

 
8101 OP LSE LAND 

 590111 

   
8301 OP LSE BUILDINGS  590110 
   
8501 OP LSE OFFICE EQUIPMENT  591010 
   
8502 OP LSE HOUSE, KITCHEN, LAUNDRY  591026 
   
8505 OP LSE AUTOMOBILES  591024 
   
8506 OP LSE STA WAG, SUV, ETC.  591024 
   
8507 OP LSE PICK UP TRUCKS  591024 
   
8508 OP LSE MED/HVY TRUCKS  591025 
   
8511 OP LSE TRANSPORTATION EQUIPMENT  591023 
   
8513 OP LSE CONSTRUCTION AND ENGINEERING 
EQUIPMENT 

 591028 

   
8515 OP LSE MANUFACTURING EQUIPMENT  591013 

   
8516 OP LSE DESIGN & LOCATION ENGINEERING EQUIP  591037 
   
8518 OP LSE PAVING MAINTENANCE EQUIPMENT  591011 
   
8521 OP LSE  MEDICAL  AND LABORATORY 
EQUIPMENT 

 591033 

   
8522 OP LSE EDUCATIONAL EQUIPMENT  591034 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
8523 OP LSE RECREATIONAL EQUIPMENT  591035 
   
8526 OP LSE TRACTORS  591027 
   
8528 OP LSE AIRCRAFT  591016 
   
8530 OP LSE RADIO/ TELEPHONE EQUIPMENT  591019 
   
8533 OP LSE OTHER FARM/AGRI EQUIPMENT  591027 
   
8534 OP LSE BOATS, MOTORS & OTHER MARINE 
EQUIPMENT 

 591029 

   
8539 OP LSE SHOP EQUIPMENT  591011 
   
8540 OP LSE MAINFRAME COMPUTERS & PERIPHERAL 
DEVICES 

 591018 

   
8544 OP LSE MICROFORM, READER & REPRODUCING 
EQUIPMENT 

 591031 

   
8554 OP LSE COMPUTERS AND ACCESSORIES  591018 
   
8556 OP LSE COMPUTER  DATA FILE  591036 
   
CAPITAL LEASES ARE CAPITALIZED AND ACCOUNTED 
FOR AS OTHER CAPITAL ASSETS 

  

9101 CAP LSE LAND 
USEFUL LIFE – DOES NOT APPLY 

Non depreciable 590111 

   
9301 CAP LSE BUILDINGS 
USEFUL LIFE – 480 MONTHS 

Depreciable 590110 

   
9501 CAP LSE OFFICE EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591010 

   
9502 CAP LSE HOUSE, KITCHEN,  
LAUNDRY 
USEFUL LIFE – 60 MONTHS 

Depreciable 591026 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
9505 CAP LSE AUTOMOBILES 
USEFUL LIFE – 96 MONTHS 

Depreciable 591024 

   
9506 CAP LSE STA WAG, SUV, ETC. 
USEFUL LIFE – 120 MONTHS 

Depreciable 591024 

   
9507 CAP LSE PICK UP TRUCKS 
USEFUL LIFE – 108 MONTHS 

Depreciable 591024 

   
9508 CAP LSE MED/HVY TRUCKS 
USEFUL LIFE – 168 MONTHS 

Depreciable 591025 

   
9511 CAP LSE TRANSPORTATION EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591023 

   
9513 CAP LSE CONSTRUCTION AND ENGINEERING 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591028 

   
9515 CAP LSE MANUFACTURING EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable 591013 

   
9516 CAP LSE DESIGN & LOCATION ENGINEERING 
EQUIP 
USEFUL LIFE – 60 MONTHS 

Depreciable 591037 

   
9518 CAP LSE PAVING MAINTENANCE EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable 591011 

   
9521 CAP LSE  MEDICAL  AND LABORATORY 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591033 

   
9522 CAP LSE EDUCATIONAL EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591034 

   
9523 CAP LSE RECREATIONAL EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591035 

   
9526 CAP LSE TRACTORS Depreciable 591027 
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CATEGORY DESCRIPTION/COMMENT ACCT # 
USEFUL LIFE – 120 MONTHS 
   
9528 CAP LSE AIRCRAFT 
USEFUL LIFE – 120 MONTHS 

Depreciable 591016 

   
9530 CAP LSE RADIO/ TELEPHONE EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591019 

   
9533 CAP LSE OTHER FARM/AGRI EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable 591027 

   
9534 CAP LSE BOATS, MOTORS & OTHER MARINE 
EQUIPMENT 
USEFUL LIFE – 84 MONTHS 

Depreciable 591029 

   
9539 CAP LSE SHOP EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591011 

   
9540 CAP LSE MAINFRAME COMPUTERS & 
PERIPHERAL DEVICES 
USEFUL LIFE – 36 MONTHS 

Depreciable 591018 

   
9544 CAP LSE MICROFORM, READER & REPRODUCING 
EQUIPMENT 
USEFUL LIFE – 60 MONTHS 

Depreciable 591031 

   
9553 CAP LSE MAINFRAME SOFTWARE – 36 MONTHS Amortizable  
   
9554 CAP LSE COMPUTERS AND ACCESSORIES 
USEFUL LIFE – 36 MONTHS 

Depreciable 591018 

   
9556 CAP LSE COMPUTER  DATA FILE 
USEFUL LIFE – 60 MONTHS 

Depreciable 591036 
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Chapter 9 
 

Payroll and Personnel 
Transactions 

 
 Scope 

 
This chapter is a brief summary of personnel rules and regulations and personnel transactions as 

determined by the State Personnel Department (SPD) and the State Comptroller (COMP). Also included 
are descriptions of processes used by the COMP in the processing of payroll transactions. 
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9.1          STATUTORY AUTHORITY 
 

 9.1.1 Statutes 
 

The State Civil Service law establishes the State Personnel Department (SPD) and applies to those 
executive agencies directly responsible to the governor or lieutenant governor. IC 4-15-2.2-15 notes 21 
responsibilities of SPD, which include, but are not limited to: 

 
• Develop personnel policies, methods, procedures, and standards for all state agencies. 
• Establish and maintain a roster of all employees in the state civil service. 
• Prepare, or cause to be prepared, a classification and pay plan for the state civil service. 
• Administer the classification and pay plan. 
• Approve individuals for appointment to positions in the state civil service. 
• Approve employees for transfer, demotion, or promotion within the state civil service. 
• Rate the service of employees. 
• Investigate systems of appointment and promotion in operation in various departments or 

divisions of the state government. 
 

IC 4-2-6-16, Nepotism, states: “ (a) This chapter does not prohibit the continuation of a job 
assignment that existed on July 1, 2012. (b) As used in this section, "employed" refers to all employment, 
including full-time, part-time, temporary, intermittent, or hourly. The term includes service as a state officer 
or special state appointee.  (c) An individual employed in an agency may not hire a relative.  (d) Except 
as provided in subsection (e), an individual may not be employed in the same agency in which an 
individual's relative is the appointing authority.  (e) An individual may be employed in the same agency 
in which the individual's relative is the appointing authority, if the individual has been employed in the same 
agency for at least twelve (12) consecutive months immediately preceding the date the individual's relative 
becomes the appointing authority.  (f) Except as provided in subsection (e), an individual may not be placed 
in a relative's direct line of supervision.  (g) An individual employed in an agency may not contract with or 
supervise the work of a business entity of which a relative is a partner, executive officer, or sole proprietor.  
(h) Any person within an agency who knowingly participates in a violation of this chapter is subject to the 
penalties set forth in section 12 of this chapter.” 

 
IC 35-44.1-1-3, Ghost employment, states in part:  “(a) A public servant who knowingly or 

intentionally: (1) hires an employee for the governmental entity that the public servant serves; and (2) fails 
to assign to the employee any duties, or assigns to the employee any duties not related to the operation 
of the governmental entity; commits ghost employment, a Level 6 felony.  (b) A public servant who 
knowingly or intentionally assigns to an employee under the public servant's supervision any duties not 
related to the operation of the governmental entity that the public servant serves commits ghost 
employment, a Level 6 felony.  (c) A person employed by a governmental entity who, knowing that the 
person has not been assigned any duties to perform for the entity, accepts property from the entity commits 
ghost employment, a Level 6 felony.  (d) A person employed by a governmental entity who knowingly or 
intentionally accepts property from the entity for the performance of duties not related to the operation of 
the entity commits ghost employment, a Level 6 felony.” 

 
IC 35-44.1-1-4, Conflict of interest, states in part: “(b) A public servant who knowingly or 

intentionally:  (1) has a pecuniary interest in; or (2) derives a profit from; a contract or purchase 
connected with an action by the governmental entity served by the public servant commits conflict of 
interest, a Level 6 felony.” 
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Exceptions are in subsection (c) (1) through (7), including disclosure by certain individuals.  
According to subsection (d) disclosure must:  “ (1) be in writing; (2) describe the contract or purchase to 
be made by the governmental entity; (3) describe the pecuniary interest that the public servant has in the 
contract or purchase; (4) be affirmed under penalty of perjury; (5) be submitted to the governmental entity 
and be accepted by the governmental entity in a public meeting of the governmental entity before final 
action on the contract or purchase; (6) be filed within fifteen (15) days after final action on the contract or 
purchase with:  (A) the state board of accounts; and (B) if the governmental entity is a governmental entity 
other than the state or a state supported college or university, the clerk of the circuit court in the county 
where the governmental entity takes final action on the contract or purchase; and (7) contain, if the public 
servant is appointed, the written approval of the elected public servant (if any) or the board of trustees of 
a state supported college or university (if any) that appointed the public servant.” 

 
For further information and possible exemptions, see the Indiana Code and contact the State 

Inspector General or State Ethics Commission. 
 

Public service is a position of public trust. Public servants should be extremely sensitive to any 
transactions that may cause concern of the taxpayers that either elected them or caused them to be 
appointed to or employed in a public office. 

 
IC 4-7-1-2, Powers and duties (State Comptroller) states in part: “The state comptroller shall do 

the following: . . . (8) Draw warrants on the treasurer of state or authorize disbursement through electronic 
funds transfer in conformity with IC 4-8.1-2-7 for all money directed by law to be paid out of the treasury 
to public officers or for any other object whatsoever as the warrants become payable…” This includes all 
salary or salary related payments for state employees. 

 
 9.1.2 Indiana Administrative Code (IAC) 

 
• Indiana Administrative Code (IAC), Title 31, Article 5, State Employees, further details 

personnel rules. See  https://iar.iga.in.gov/code 
 
 

9.2          ACCOUNTING THEORY 
 

The State of Indiana utilizes a suite of Oracle PeopleSoft modules for Human Capital Management 
(HCM) and Finance.  Business owners (see 9.4) are responsible for maintaining accurate data in their 
modules, which are used in producing accurate payroll processing.  

 
State agencies either use PeopleSoft (PS) Time and Labor (T&L) or UKG Timekeeping to collect 

time and labor information, with the exception of Department of Natural Resources (DNR) law enforcement 
who use CODY.  Hours from CODY timekeeping use the standard time collection device (TCD) interface 
to load to PeopleSoft T&L. Payroll costs flow to finance after the payroll process is confirmed in HCM and 
flows into General Ledger (GL).  

 
 

9.3          INTERNAL CONTROLS 
 

Regardless of the system used in time collection and to process payroll transactions, an internal 
control system should be in place to assure correctness and accuracy on payroll related processes. 
Please refer to the Time Reporting Policy at https://www.in.gov/spd/files/Time-Reporting-Policy.pdf 

  

https://www.in.gov/spd/files/Time-Reporting-Policy.pdf
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The electronic submissions and approvals within the PS T&L and PS Absence Management or 
UKG Timekeeping systems are considered adequate documentation of the earning and use of 
compensatory time off; it is not required to print the Employee Compensatory Time Worksheet (State Form 
42386) or a computer worksheet mirroring that form. Forms can be accessed from the Indiana Archives 
and Records Administration website (http://www.in.gov/iara/). For agencies not using PS T&L with Absence 
Management, or UKG, the electronic or paper system chosen must provide the same internal controls as 
required for the State Comptroller’s payroll system, including entry or review of entries by the affected 
employees and by supervisors knowledgeable of the employee’s attendance. 

 
All state employees are now required to receive their payroll remittance either through direct 

deposit to a bank account or by means of a state issued pay card. 
 
 

9.4          BUSINESS OWNERS 
 

 9.4.1 State Personnel 
 

Title 4, Article 15 of the Indiana Code outlines the mission and requirements for the Indiana State 
Personnel Department. The department is mandated to establish and administer a personnel system that 
attracts, develops, and retains a qualified workforce for efficient and effective state government operations. 
This includes recruitment, classification, compensation, health care benefits (including a disability plan), 
paid and unpaid leaves all within the framework of the state's laws and policies. The goal is to ensure a 
skilled and motivated workforce dedicated to serving the people of Indiana. 

 
The employee data and position management information necessary to achieve these goals and 

process payroll accurately are contained in the PS/HCM modules for Core HR/Workforce Administration, 
Benefits, and Absence Management. This includes items such as the Compensation Rate, Pay status, 
FLSA status, Benefits Program, Leave Accrual Dates, and Leave Balances. 

 
Administrative staff responsible for entering or processing data and monitoring accuracy of the 

information should access current policies and procedures at www.in.gov/spd and Job Aids and Training 
Materials for these modules and UKG Timekeeping through SuccessFactors/JAM and Learning pages 
and disseminate necessary information to agency staff.  

 
 9.4.2 State Comptroller 

 
The State Comptroller (COMP) issues all payroll payments to state employees, through direct 

deposit or a paycard. COMP is responsible for tax withholding, reporting, remitting to tax authorities, 
submission of all payroll deductions to vendors, and maintaining the official state payroll records.  All 
payroll personnel should have access to all Job Aids and Training Materials for PeopleSoft HCM T&L & 
Payroll and UKG Timekeeping. These documents provide instructions and guidance on processing T&L 
and UKG time and absence transactions and the submission of all earnings not related to time or 
absences, and submission of payroll forms to COMP. Additionally, deferred compensation is administered 
by the COMP office.   

 
 9.4.2.1 Additional Third-Party Administrators 

 
In addition, the employee life cycle includes retirement benefits which are administered by Indiana 

Public Retirement System (INPRS) under Title 5, Article 10 and related benefit programs such as deferred 
compensation and retiree medical reimbursement programs administered under a contract with a third 
party.  

  

http://www.in.gov/iara/
http://www.in.gov/spd
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9.5          BUSINESS PROCESSES 

 
 9.5.1 Overtime Eligible Employees 

 
Overtime-eligible classifications are defined by the Financial Management Circulars entitled “Job 

Classifications Eligible for Premium Overtime Compensation” and “Compensatory Time Off for Premium 
Overtime Eligible Employees. See State Personnel Department Policies and Procedures 
(www.in.gov/spd/3065.htm) for additional detail on hours of work and overtime. 
 

Per State Personnel Department Policy, overtime work must generally be approved in advance, 
although public safety and emergencies may require retroactive approval consistent with agency policy. 
In accordance with Financial Management Circulars 1.1 and 1.2, each agency must exercise fiscal 
prudence and annually submit a Fiscal Spending Plan to the State Budget Agency. Financial Management 
Circulars 6.1 and 6.2 provide guidance on internal controls and risk analysis. 

 
Employees are prohibited from working additional hours without authorization and should notify 

supervisors in advance whenever they realize they may not be able to meet deadlines or complete 
assignments during assigned work hours. 
 

Supervisors should set priorities and ensure that employees are managing their time with good 
planning and effective work habits; however, when overtime work is necessary, supervisors must follow 
agency procedures to request and secure authorization for such additional work. 
 

State Personnel Department Rules 31 IAC 5-7-1, et seq., related to compensable hours of work 
and overtime for state government employees, can be found at www.in.gov/legislative/iac/. 
 

With permission from agency heads, overtime eligible employees may be permitted to choose 
compensatory time off in lieu of monetary overtime compensation. State Personnel rules 31 IAC 5-7-6 
covers compensatory time off and provide that, in most cases, compensatory time off accrued by overtime 
eligible employees must be taken prior to the end of the calendar quarter succeeding the quarter in which 
the additional hours were worked. 
 

Special rules apply to law enforcement personnel, including Correctional Officers. See  
31 IAC 5-7-8. 

 
 9.5.2 Overtime Exempt Employees – Comp Time 

 
State employees performing exempt work are not eligible for premium overtime compensation. 

Employees performing exempt work may only be paid monetary overtime compensation if the agency 
head receives prior approval from the State Personnel Department and Budget Agency, consistent with 
31 IAC 5-7-3 or the Financial Management Circular titled  “Compensatory Time Off for Overtime Exempt 
Employees” (www.in.gov/sba/2512.htm). 
 

Agency heads may authorize compensatory time off for employees required to perform exempt 
work substantially beyond their normal work schedule. Compensatory time off for overtime exempt 
employees must be accrued and taken in accordance with the Financial Management Circular. 
Compensatory time rules include: 

 
• An exempt employee must receive prior approval from the supervisor to work on a specific 

task for a specific number of hours. 
 

• Compensatory time off should not accrue for projects that will take less than four hours of 
overtime work. 

  

http://www.in.gov/spd/3065.htm
http://www.in.gov/legislative/iac/iac_title?iact=31
http://www.in.gov/sba/2512.htm
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• Compensatory time off may be used in quarter hour increments. 
 

• No exempt employee may use more than 112.5 hours of compensatory time off during a 
calendar year. 
 

• Accumulated compensatory time off may not be used after an exempt employee has given 
notice of intent to terminate employment or transfer interagency.  Upon termination or 
interagency transfer, the exempt employee receives no compensation for accumulated 
compensatory time. 
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This chapter describes the various regulations and processes related to travel by state 
employees. Multiple links are provided for access to further detail of these regulations and 
processes. 
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10.1 STATUTORY AUTHORITY  
 
 

 
IC 4-13-1-4, Duties and functions (of Department of Administration), states in 

paragraph 7 that the Department shall: “Promulgate and enforce rules relative to the travel of 
officers and employees of all state agencies when engaged in the performance of state 
business. These rules may allow reimbursement for travel expenses by any of the following 
methods: 

(A) Per diem 
(B) For expenses necessarily and actually incurred 
(C) Any combination of the methods in clauses (A) and (B) 

The rules must require the approval of the travel by the commissioner and the head 
of the officer's or employee's department prior to payment.” 

 
Currently approved state travel rules are recorded in Financial Management Circular 

2003-1, with effective date of January 1, 2004. This Circular is included in its entirety in the 
10.4.5 of this chapter. 

 
 

 
IC 4-13-1-4, Duties and functions (of Department of Administration), states in 

paragraph 6 that the Department shall: “Control and supervise the acquisition, operation, 
maintenance, and replacement of state owned vehicles by all state agencies. The department 
may establish and operate, in the interest of economy and efficiency, a motor vehicle pool, and 
may finance the pool by a rotary fund. The budget agency shall determine the amount to be 
deposited in the rotary fund.” 

 
 

10.2 INTERNAL CONTROLS  
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10.3.1 Accrual Accounting 

10.4.1 Forms 

Each state agency should establish controls to ensure that all payments and 
reimbursements for travel expenses are legitimate, accurate and in compliance with State travel 
rules and regulations. Travel reimbursements should not be made for travel of a personal nature. 
All claims for reimbursement should be approved by an authorized person. 

 
If Travel and Expense in PeopleSoft is utilized by the agency, the Travel Approver 

should always be someone other than the T & E User. 
 

If “Travel Cards” are used, items of a personal nature should not be charged on these 
cards. 

 
 

10.3 ACCOUNTING THEORY AND PROCESSES  
 
 

 
As reimbursements for travel are posted in the PeopleSoft financial accounting system, 

they become liabilities and expenses of the State. Upon payment, the liability account is reduced. 
State employees are coded for immediate payment once the liability is posted and approved. 

 
 

10.4 BUSINESS PROCESSES  
 
 

 
The following State approve forms are required as documentation of employee 

travel expenses. Electronic copies of forms with SF numbers are available at 
http://www.in.gov/icpr/webfile/formsdiv/index.html. The State Employee Log In is necessary 
to access most forms. Use the same log in information that you use for HR and financial 
systems. 
. Links to other forms and additional sources for forms are included in this section. 

 
• Travel Voucher, SF 980 – to request reimbursement for travel expenses, whether in state 

or out of state. Instructions on completing the form are noted on the ‘Instructions’ tab in 
the Excel file. 

 

Travel Advance, SF 49630 – to request travel advance. To access form through Public 
Records, go to: http://www.in.gov/icpr/webfile/formsdiv/index.html. 

•  
• Authorization for Out of State Travel, SF 823 – to request permission for out of state 

travel. This form and instructions for completion are available at 
http://www.in.gov/idoa/2459.htm. To access form through Public Records, go to: 
http://www.in.gov/icpr/webfile/formsdiv/index.html. 

 

• Travel Request Form – to assist Travel Agency in booking reservations, available at 
http://www.in.gov/idoa/2459.htm. 

http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/idoa/2459.htm
http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/idoa/2459.htm
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10.4.2 Processes Related to Travel Voucher 

10.4.2.1 Documentation 

• Certification for Missing Receipt, SF 42275 – to certify that expenses were incurred, but 
receipt is missing, available at http://www.in.gov/idoa/2459.htm. To access form through 
Public Records, go to: http://www.in.gov/icpr/webfile/formsdiv/index.html. 

 

• P-Card/Travel Card Program Missing Receipt Record, SF 53879 – to certify to missing 
receipt for expenses charged to P Card or Travel Card. To access form, go to 
http://www.in.gov/idoa/2453.htm. 

 

• Vehicle Use Agreement, SF 34193 – to request use of motor vehicle from IDOA Fleet 
Management. To access form through Public Records, go to: 
http://www.in.gov/icpr/webfile/formsdiv/index.html. Form also available on page 18 at 
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf 

 

• Justification of Take Home Vehicle Assignment, SF 53846 – to justify take-home vehicle 
for state employee. To access form through Public Records, go to: 
http://www.in.gov/icpr/webfile/formsdiv/index.html. Form also available on page 18 at 
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf 

 

• Report of Vehicle Mileage and Costs, SF 13696 – to record details of use of state-owned 
motor vehicle. To access form through Public Records, go to: 
http://www.in.gov/icpr/webfile/formsdiv/index.html. Form also available on page 18 at 
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf 

 

• Employee Statement of Employer Provided Vehicle Use, SF 49631 (annual lease value 
method) or SF 49632 (daily commuting and cents per mile method) to document 
agreement in lieu of mileage reimbursement. To access form through Public Records, go 
to: http://www.in.gov/icpr/webfile/formsdiv/index.html. To access these forms and related 
regulations, access pages 16 and 17 of the Vehicle Fleet Management Policy at 
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf 

 
 
 

 

 
A travel voucher must be completed and filed in order to obtain reimbursement for 

authorized travel expenses. Original receipts must be attached to support claims for lodging, 
airfare, parking and tolls, and other miscellaneous travel expenses. Receipts are not required for 
claims of personal vehicle mileage or for per diem (subsistence/meal) allowances. Whenever 
possible, with the exception of out of state travel, all claims for travel for a particular biweekly or 
monthly period should be filed on the same voucher. Also, the current travel voucher allows for 
only one fund for payment on a single voucher. 

http://www.in.gov/idoa/2459.htm
http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/idoa/2453.htm
http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf
http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf
http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf
http://www.in.gov/icpr/webfile/formsdiv/index.html
http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf
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10.4.2.2 Authorization 

10.4.2.3 System Requirements 

10.4.3 Out of State Travel 

10.4.3.1 Authorization 

If the Travel and Expense module in PeopleSoft is utilized, a travel voucher can be 
created to attach original receipts as required. If receipts are not required, no printout is 
necessary. 

 

 
It is the sole responsibility of the agency to pre-audit all travel vouchers to assure that the 

travel was authorized and reasonable, and complies with the travel rules, including, but not 
limited to those listed below: 

• In-state lodging does not exceed the current maximum reimbursement rate stipulated by 
the Indiana Department of Administration (IDOA). 

• Meal allowances or per diem agrees with times listed for travel status. Provisions for 
non-employee Board Members differ from those of employees. 

• Prior approval of IDOA is documented for all claims for weekend or holiday stays and out- 
of-state travel. 

• The agency’s written determination is attached to support a claim for an overnight stay 
fifty miles or less from the home (or station). 

• Out-of-State travel claims are limited to amounts and types of expenses approved in 
advance. 

•  Travel vouchers should be signed and dated by the employee and signed as verification 
of authenticity by the administrative head of the agency or other authorized personnel. 
The accuracy of the claim should be verified. 

 
 
 

 
The current travel voucher, effective September 2009, includes detail requirements 

necessary for input into the PeopleSoft financial accounting system. For those already 
implementing the Travel and Expense module of PeopleSoft, these fields are available on the 
system and, upon completion, a paper copy similar to the Excel version may be printed if desired. 

 

 
 

 
Written authorization is required before an employee begins official out-of-state travel, 

whether or not travel expenses are paid by the state. Authorization requirements are specified in 
the travel rules (see 10.4.6) 
. 

IT IS OF UTMOST IMPORTANCE THAT THE “AUTHORIZATION FOR OUT-OF-STATE 
TRAVEL” FORM IS PROCESSED WELL IN ADVANCE OF THE INTENDED TRAVEL. Agency 
officials must submit the form to the Department of Administration a minimum of 30 days prior to 
the trip. Employees should not begin travel until the IDOA approval is received by the agency. 
Employees traveling without prior approval could forfeit reimbursement for their expenses. 
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10.4.3.2 Travel Management Office – Travel Agency 

10.4.3.3 Claims for Reimbursement 

Certain agencies obtain annual authority for incidental cases of crossing state lines or 
partial day out-of-state travel, which does not require an overnight stay. Copies of the approval 
letter for the specified travel purpose must then be attached to applicable travel claims. 

 
 
 

 
The Travel Management Office performs the following functions: 

 
• Assists state employees with business travel arrangements 
• Enforces state travel rules and regulations 
• Works to minimize state business travel costs 

 
The Travel Management Office also drafts and implements policies dealing with state 

employee business travel. All out-of-state business travel by state employees, board and 
commission members, persons under contract with the state, and all others seeking state travel 
reimbursement must be reviewed and approved by the Travel Management Office. 

 
The approved travel agency (Travel Leaders Indianapolis) contracted for arrangement of 

official state travel is the sole source for all airline travel, whether the destination is in-state or out- 
of-state. By use of a new software process, Trip Manager, you can also locate the most 
reasonable rates and reserve rooms, rental cars, or conference centers. This may be used only 
by current state employees conducting state business with travel approved by the Travel 
Management Office. If a state employee is accompanied by a non-state employee while traveling 
on state business, the travel agent may make reservations to accommodate both parties with 
written approval from the agency head. Extended-state reservations may also be made for a 
current state employee. 

 
Further information about travel policies can be found at http://www.in.gov/idoa/2459.htm 

 
 

 
The approved Authorization for Out-of-State Travel form must accompany all vouchers 

for state payments related to the trip. 
 

Travel vouchers for out-of-state travel must be prepared, pre-audited and processed in 
the same manner as in-state travel claims. Attach the approved Authorization for Out-of-State 
Travel form to the travel voucher with the required receipts. All claims for a particular out-of-state 
trip should be filed at the same time. Identify the travel expenses as payable from state or federal 
funds. The expenses may be allocated between the state and federal objects as appropriate. 
Out-of-state travel accounts, as included in the drop down box on the travel voucher or in the 
Travel and Expense module in PeopleSoft are as follows: 

 
Account Description 

 
595510 Out-of St Travel – Mileage 

http://www.in.gov/idoa/2459.htm
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10.4.4 Use of State Owned/Rental Vehicles 

10.4.5 Other Travel Processes 

10.4.5.1 Cash Advances for Travel 

595520 Out-of St Travel - Per Diem & Meal 
595530 Out-of St Travel – Lodging 
595540 Out-of St Travel – Airfare 
595550 Out-of St Travel - Ground Transportation 
595560 Out-of St Travel - Motor Pool 
595570 Out-of St Travel – Parking & Toll 
595575 Out-of St Travel – Marine 
595592 Out-of St Travel – Internet Access 
595580 Out-of St Travel - Board Member - for non employee board members 
595590 Out-of St Travel – Special &Senior Judge 

 

If reimbursements are requested through PeopleSoft Travel and Expense and agency 
prepaid (or to be paid) expenses are included, those expenses must be noted as such using the 
appropriate drop down selection. 

 
 

 
 

State owned vehicles are to be used for official business whenever available and 
practical in order to incur the lowest possible travel cost. A Vehicle Fleet Management Policy is 
maintained by the IDOA Fleet Management section; the purpose of this policy is to establish a 
uniform state policy for the procurement, assignment, operation and reporting of state owned, 
leased, or rented vehicles, and applies to the assignment, operation and reporting of all state 
owned, leased, or rented vehicles by all agencies. 

 
The Vehicle Fleet Management Policy is available at: 

http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf 
 

The State of Indiana has entered into an agreement with Enterprise Rent-a-Car 
(Enterprise Daily Vehicle Leasing: QPA 10667) which is also available for certain vehicle rentals. 

 
Details of this agreement and use of rental vehicles are available at 

http://www.in.gov/idoa/2457.htm. 
 

A Wright Express card is used to purchase fuel for state owned vehicles when used for 
state business. Federal and state taxes are removed from billings from the use of this card. 

 
Necessary forms for vehicle use are described and referenced in 10.4.1 of this chapter. 

 
 

 
 

Other travel processes include cash advances, leave of absence, travel cards, and direct 
payments made on behalf of a state employee. 

 
 
 

http://www.in.gov/idoa/files/State_of_Indiana_Vehicle_Fleet_Management_Policy.pdf
http://www.in.gov/idoa/2457.htm
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10.4.5.2 Leave of Absence 

10.4.5.3 Travel Cards 

10.4.5.4 Direct Payments 

With the appointing authority approval, cash advances can be issued from the agency’s 
SDO account to a state employee traveling on state business for one hundred percent (100%) of 
the estimated eligible expenses. Eligible expenses include bus or train tickets, hotel base rate 
plus applicable taxes, and registrations. Cash advances are not to be issued for subsistence or 
other expenses. 

 
An employee receiving an advance must sign a form acknowledging the amount received 

and agree to reimburse the agency the full amount of the cash advance upon receipt of their 
travel reimbursement through the Comptroller’s office. (A standard travel advance form is 
referenced in section 10.4.1.) Employees must submit travel vouchers timely after completion of 
the trip. 

 
Agencies giving cash advances must have procedures for employees to request the 

advance, obtain supervisory or management approval of the advance, and ensure advances are 
reimbursed timely. Agencies must have a record of all cash advances. This record must include 
the date advance was made, to whom, the dollar amount, and when the advance was 
reimbursed. 

 
 
 

 
 

A “leave of absence” taken while in travel status -- such as weekends, holidays, vacation, 
or personal leave -- must be shown on the travel voucher. Neither subsistence nor lodging 
expenses may be claimed when the employee is using vacation or personal leave. Weekends or 
holidays are only reimbursed if prior approval was granted by the Department of Administration, 
resulting in a savings for the state. 

 
The cost of an automobile rented for the combination business/personal trip should be 

allocated properly. List the calculation on the travel voucher, and enter only the amount claimed 
as state business use for reimbursement. 

 
 
 

 
 

Travel cards are issued through the Department of Administration-- See State Form 
54699. Agencies must receive authorization for category “9” on the SDO account prior to using 
travel cards. The agency should pre-audit all travel vouchers to ensure the travel was authorized 
and verify expenses to determine compliance with state travel rules. 

 
 
 

 
 

When direct payments of travel expenses are made, the payment voucher must list the 
names and titles of those for whom the expenses are being paid. Each individual’s travel voucher 
should then be cross referenced to the direct pay document by noting the description of payment 
and the PeopleSoft Voucher ID. For example, registration fee paid by AP20012 – in the payment 
voucher, reference the name and title of the traveling employee; on the travel voucher, 
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include AP20012 in the from/to section, add in the amount in the non-mileage line amount and 
then deduct the same amount on the next line. If several travel vouchers are submitted in a 
control group for payment, the AP Voucher ID may be entered on the title page of each packet 
only and one copy of the direct payment attached to each packet. 

If reimbursements are requested through PeopleSoft Travel and Expense and agency 
prepaid (or to be paid) expenses are included, those expenses must be noted as such using the 
appropriate drop down selection. 

SF 823, Authorization for Out-of-State Travel, must be submitted with each claim for such 
travel expenses whether paid direct or reimbursed. 

 
If airline tickets are paid directly by the agency, the agency must still require the traveler 

to submit the passenger itinerary. It should be attached to the original voucher sent to the 
Comptroller’s Office, if available at the time. If the tickets are paid for prior to the trip dates, the 
itinerary should be filed with the paid invoice in the agency files. 

Note: It is strictly prohibited for personal travel companion tickets to be placed on state accounts. 
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Note: Financial Management Circulars are available at http://www.in.gov/sba/2512.htm. 

 
 
 
 
 

10.4.6 Official Travel Policy – effective July 1, 2014 

http://www.in.gov/sba/2512.htm
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SCOPE 

Table of Contents 

CHAPTER 11 
 

 PUBLIC RECORDS  
 
 

 

Access to and retention of public records are governed by specific statutes and governing 
bodies. Such regulations are summarized in this chapter, with references to access of details. 
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11.1.1 Open Door Law 

11.1.2 Public Access Law 

 
 

 
IC 5-14-1.5-3 (a) states: “Except as provided in section 6.1 of this chapter, all meetings 

of the governing bodies of public agencies must be open at all times for the purpose of permitting 
members of the public to observe and record them.” 

 
IC 5-14-1.5-2 (f) states: "Executive session" means a meeting from which the public is 

excluded, except the governing body may admit those persons necessary to carry out its 
purpose. 

 
IC 5-14-1.5-6.1, Executive sessions, lists certain situations which qualify for an 

“executive session”, and states in (c): “A final action must be taken at a meeting open to the 
public.” Sec. 6.1 (d) notes additional information required for executive session notification. 

 
IC 5-14-1.5-5 (a) states in part: “Public notice of the date, time, and place of any 

meetings, executive sessions, or of any rescheduled or reconvened meeting, shall be given at 
least forty-eight (48) hours (excluding Saturdays, Sundays, and legal holidays) before the 
meeting.” Certain re-convened meetings are exempt from this requirement. 

 
IC 5-14-1.5-4 (a) states in part: “A governing body of a public agency utilizing an agenda 

shall post a copy of the agenda at the entrance to the location of the meeting prior to the 
meeting.” Sec. (b) further states: “As the meeting progresses, the following memoranda shall be 
kept: (1) The date, time, and place of the meeting. (2) The members of the governing body 
recorded as either present or absent. (3) The general substance of all matters proposed, 
discussed, or decided. (4) A record of all votes taken, by individual members if there is a roll call. 
(5) Any additional information required under section 3.5 or 3.6 of this chapter or any other statute 
that authorizes a governing body to conduct a meeting using an electronic means of 
communication. (c) The memoranda are to be available within a reasonable period of time after 
the meeting for the purpose of informing the public of the governing body's proceedings. The 
minutes, if any, are to be open for public inspection and copying.” 

 
Terms relating to the Open Door Law are defined in IC 5-14-1.5-2, Definitions. 

 

 

IC 5-14-3-3 (a) states: “Any person may inspect and copy the public records of any 
public agency during the regular business hours of the agency, except as provided in section 4 of 
this chapter. A request for inspection or copying must (1) identify with reasonable particularity the 
record being requested; and (2) be, at the discretion of the agency, in writing on or in a form 
provided by the agency. No request may be denied because the person making the request 
refuses to state the purpose of the request, unless such condition is required by other applicable 
statute. If a request is for inspection or copying of a law enforcement recording, the request must 
provide the information required under subsection (i).” 

11.1 STATUTORY AUTHORITY 
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11.1.3 Creation of Archives and Records Administration 

11.1.4 Duties of agencies 

11.1.5 State Board of Accounts 

11.2 INDIANA ARCHIVES AND RECORDS ADMINISTRATION (IARA) 

IC 5-14-3-4 enumerates public records which are exempted from section 3. 

Additional conditions for electronic information have been added to this statute. 

IC 5-14-3-8 (c) states in part: “The Indiana department of administration shall establish a 
uniform copying fee for the copying of one (1) page of a standard-sized document by state 
agencies. The fee may not exceed the average cost of copying records by state agencies or ten 
cents ($0.10) per page, whichever is greater.” 

 
Terms relating to the Public Access Law are defined in IC 5-14-3-2, Definitions. 

 

 

IC 5-15-5.1-3 states in part: “There is created the Indiana archives and records 
administration to administer this chapter. … The administration shall offer its services to the 
legislative and judicial branches of state government.” 

 
IC 5-15-5.1-18, 19, & 20 creates the oversight committee for public records, lists the 

committee’s duties and standard setting authority. 
 

 

IC 5-15-5.1-10 (b) (2) states that each agency shall “Designate an agency information 
coordinator, who shall assist the administration in the content requirements of the form design 
process and in the development of the agency’s records retention schedules.” 

 
IC 5-15-5.1-1 (e) states in part: “’Form’ means every piece of paper, electronic content, 

transparent plate, or film containing information, printed, generated, or reproduced by whatever 
means, with blank spaces left for the entry of additional information to be used in any transaction 
involving the state.” 

 

 

IC 5-11-1-2, states in part: “The state board of accounts shall formulate, prescribe, and 
install a system of accounting and reporting . . . The state board of accounts shall formulate or 
approve all statements and reports necessary for the internal administration of the office to which 
the statements and reports pertain.” 

 
 

 

Effective July 1, 2015, per public law, the former Commission on Public Records became 
known as the Indiana Archives and Records Administration (IARA). IARA assists state and local 
governments in the efficient and effective management of public records, by providing services 
throughout the life cycle of records, including creation, use, storage, and disposition. 
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11.2.1 Records Management 

11.2.1.1 Agency Coordinator and Duties 

11.2.1.2 Record Retention Schedules 

In February of 2006, with Executive Order 06-01, Governor Mitch Daniels created the 
Indiana State Historic Records Advisory Board (SHRAB). Charged with being the central 
advisory body for historical records planning and preservation in Indiana, the SHRAB works with 
the IARA and repositories throughout the state to accomplish their task. 

 
The Oversight Committee on Public Records (OCPR) functions as the policy-making 

body for the Indiana Archives and Records Administration. 
 

IARA's functional divisions are: 
 

• State Archives 
• State Records Management 
• County/Local Records Management 
• State Forms Management 
• Electronic Records 
• Micrographics & Imaging Services 

 
For further information about these services, see www.in.gov/iara. 

 

 

 

The agency information coordinator is responsible for assisting the administration in 
design of forms and development of the agency’s records retentions schedules; establishing 
safeguards against the removal, alteration, or loss of records, including notification of agency 
employees of record retention rules; and attending IARA training sessions in order to better assist 
the agency officials in complying with record retention requirements. 

 
Responsibility for forms design and record retention can be assigned to two separate 

coordinators. A State Record Coordinator’s Handbook and other useful information may be found 
at www.in.gov/iara/2360.htm 

 

 

Public officials or agencies may not dispose of government records except under an 
approved Records Retention Schedule or with the written consent of IARA. 

 
To assist agencies in the proper disposal of government records, IARA offers the 

services of the State Records Center for temporary storage; the Imaging Lab for scanning and 
microfilming; State Archives for permanent/historical storage; and the Conservation Lab for 
restoration and preservation of records. 

 
Generally, basic accounting records cannot be transferred to the Records Center until 

issuance of the applicable state audit report and satisfaction of any unsettled charges. Retention 
schedules can be found at www.in.gov/iara/2766.htm. 

 
11.2.1.2.1 General Retention Schedule 

http://www.in.gov/iara/
http://www.in.gov/iara/2360.htm
http://www.in.gov/iara/2766.htm
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11.2.2 Forms Management 

11.2.2.1 Services Provided by the Forms Management Division 

The General Retention Schedule, with generic titles and retention periods, is pre- 
approved for all agencies as needed. 

 
11.2.1.2.2 Agency Records Retention Schedule 

 

The agency specific retention schedule is unique to the needs of a particular agency. 
Approval of a new retention schedule or an amendment or deletion to an existing schedule must 
undergo a review process and then be submitted for approval to the OCPR. The IARA's records 
analysts will assist the agency coordinator in drafting the retention language and seeing the new 
schedule, amendment, or deletion through the process. Key considerations in drafting retention 
language are 1) how long to retain the record series, 2) where and in what form should it be 
maintained, and 3) what impact does it have (legal, fiscal, historical, etc.). 

 

 

Forms management is a program maintained by IARA to provide continuity of forms 
design procedures from a form’s origin up to its completion as a record by determining the form's 
size, type style, format, construction, paper type and quality. This program also includes 
determining how the form will be used, completed, and distributed. 

 
All forms used by state agencies must be approved by IARA and assigned a State form 

number. Additional approvals may be required from the State Board of Accounts, Comptroller, or 
others, as described in 11.2.2.3. Training is provided by IARA for agency forms coordinators. 

 

 

The Forms Management Division of IARA provides the following services to assist state 
agencies in cost-effective and efficient management of forms at no charge to state agencies: 

 
• Forms Design creates forms, including envelopes, certificates, letterhead, and fillable 

and static forms. 
 

• Specification Writing tells the printer the size, type of paper and ink, number of plies, 
directions for security, how to print, how to package and much more. 

 
• Forms Research ensures the correct revision is being used or printed, and notes if there 

are other forms available that serve the same purpose. 
 

• Forms Analysis ensures legal compliance and cost effectiveness. The analyst 
determines if the form needs additional approval by the State Board of Accounts, the 
Comptroller, or is covered by State Statute and requires "special handling”. Analysts 
suggest changes to the form that will impact the cost-effectiveness and efficiency of the 
form. 

 
• Quality Assurance protects the agency by monitoring all print jobs done by vendors. 
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11.2.2.2 Request for Form Approval – New or Revised Form 

11.2.2.3 Other Required Approvals 

11.2.2.3.2 Comptroller and Other 

For information about a specific state form and its use, contact the Forms Coordinator for 
the agency that owns the form (the agency to which you will be submitting the completed form). 

 
For assistance with creation of State Forms, please contact the Indiana Archives and 

Records Administration at www.in.gov/iara, or call 317-232-3380 and ask for: 
 

• Forms Analysis - for help with legal or technical requirements of creating and printing 
state forms 

• Forms Design - for requesting original design or revision of state forms from Forms 
Management staff 

• Electronic/Digital Forms - for help with creating and revising electronic versions of 
state forms 

 
The State online Forms Catalog is available at forms.in.gov. 

 
 
 

 

Complete a "Request for Approval of New/Revised, Deleted or Reactivated Form", 
SF36040. If a NEW form, attach a hard copy of the proposed version; if a REVISED form, attach 
a hard copy of the latest revision with all changes noted in red ink. SF36040 and most other state 
forms can be found on the IARA website. 

 

Indicate by checking the appropriate box in "Part Two" of the request form whether you 
wish IARA Forms Design to create/revise your form, or if you wish an outside vendor to 
create/revise your form ("Other"), or if you are submitting your own artwork ("Requesting Agency). 

 
Send the required documents to the State Forms Management Division of IARA. You 

may be contacted by the designer or analyst who is working on your form. 
 

 

No form should be printed and placed in use, other than a prescribed form, without prior 
approvals from IARA and others as noted in this section. 

 
11.2.2.3.1 State Board of Accounts 

 

The State Board of Accounts must approve any form that is a part of an agency’s 
accounting system or relates to any monetary transactions. After a new/revised form requiring 
SBOA approval has been processed through the IARA Forms Division, fill out the State Form 
Checklist, SF56162. Submit the checklist and other documentation as required by the checklist 
to Formapproval@sboa.in.gov. 

 

 

If a form or report will be utilized by the Comptroller for processing monetary transactions, 
it is also subject to approval by the Comptroller (see IC 4-7-1-4.1). This approval should be 
obtained prior to submission for approval to the State Board of Accounts. 

http://www.in.gov/iara/2364.htm
http://www.in.gov/iara
http://www.in.gov/iara/2362.htm
http://www.in.gov/iara/
http://www.in.gov/iara/2363.htm
http://www.in.gov/iara/2362.htm
http://www.in.gov/iara/2362.htm
mailto:Formapproval@sboa.in.gov
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11.2.3 Forms Printing 

If additional approvals are necessary, the IARA will advise the agency coordinator of 
such requirements. 

 

 

See the Forms Coordinator Handbook for Form Printing instructions and options. 

http://www.in.gov/iara/2364.htm
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CHAPTER 12 
 

 STATE INSTITUTIONS  
 
 

 SCOPE  
 

The State of Indiana is responsible for the following types of institutions: 
 

• Correctional (Indiana Department of Correction - IDOC) 
• Mental Health (Family and Social Services Administration – {FSSA}, Division of Disability and 

Rehabilitative Services; Division of Mental Health) 
• Other Special Institutions 
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12.4.4.2 Billing Procedures ............................................................................................................. 7 

12.4.5 Cafeteria Collections ................................................................................................................................ 7 
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12.4.10 Federal Grants ......................................................................................................................................... 9 
 
 

12.1 STATUTORY AUTHORITY  
 

IC 11-8-2-5, Commissioner's powers and duties (IDOC), states in part: “(a) The commissioner 
shall do the following: (1) Organize the department and employ personnel necessary to discharge the 
duties and powers of the department. (2) Administer and supervise the department, including all state 
owned or operated correctional facilities.” 

 
IC 4-24-6-9, Accountability for funds held in trust, states in part: (a) Except as provided in 

subsection (c), the superintendent or warden of any institution may not be held personally liable for the 
loss of: (1) money held in trust for any inmate or patient of the institution; or (2) money deposited in the 
recreation fund of the institution. ............ (c) A superintendent or warden or a delegate of a superintendent 
or warden may be held personally liable under subsection (a) or (b) if the loss of money arises from the 
superintendent's, the warden's, or the delegate's official misconduct. All other losses under this section 
must be covered by the general blanket performance bond or crime insurance policy under subsection 
(d). 

 
IC 12-24-13-1, Accounting and bookkeeping system, states: “Each division shall develop and 

implement an accounting and bookkeeping system for each state institution so that the cost of all 
institutional services provided to a patient can be determined.” 

 
IC 12-24-13-2, Limitation on charges, states: “A patient, patient's parents, patient's legal 

guardians, or patient's other responsible relatives may be charged only for services and treatment 
provided.” 

 
IC 12-24-13-4, Charge structure for institutional services and treatment; liability for 

payment, states: “(a) Each state institution shall establish a charge structure for institutional services and 
treatment. The charge structure must be approved by the director of the division before July 1 of each 
year and, once approved, the charge structure must be effective for the following state fiscal year. (b) 
Except as provided in section 5 of this chapter, each patient in a state institution and the responsible 
parties, individually or collectively, are liable for the payment of the charges for the treatment and 
maintenance of the patient.” 

 
IC 12-24-1-3, Director of division of mental health and addiction (FSSA); contracting power; 

limitations on closure and operation of certain facilities in Evansville, states in part: “(a) The director 
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12.3.1 General Controls 

12.3.2 Accountability for Funds 

of the division of mental health and addiction has administrative control of and responsibility for the 
following state institutions: 

 
• Evansville State Hospital 
• Evansville State Psychiatric Treatment Center for Children 
• Larue D. Carter Memorial Hospital 
• Logansport State Hospital 
• Madison State Hospital 
• Richmond State Hospital 
• Any other state owned or operated mental health institution.” 

 
 

12.2 ACCOUNTING THEORY  
 

Institutions which are divisions of agencies of the State should keep financial records as 
prescribed for the State. These institutions are authorized by statute to maintain bank accounts outside 
of the state system for certain types of funds – Trust funds, Recreation funds, and Commissary funds. In 
the State Annual Comprehensive Financial Report (ACFR), institutional trust funds are considered 
Agency funds; Recreation and Commissary funds are considered Private-Purpose Trust funds. Profits 
from the operation of a commissary or canteen are to be deposited into the patients’ (or inmates’) 
recreation fund. Interest earned from Trust funds is also to be transferred to these funds. 

 
 

12.3 INTERNAL CONTROLS  
 

 

Institutions should have internal controls in effect which provide reasonable assurance regarding 
the reliability of financial information and records, effectiveness and efficiency of operations, proper 
execution of management’s objectives, and compliance with laws and regulations. Among other things, 
segregation of duties, safeguarding controls over cash and all other assets, and all forms of information 
processing are part of the internal control system. 

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

necessary to avoid substantial risk of invalid transactions, inaccurate records and monthly reports, and 
incorrect decision making. 

 

 

At all times, the manual and computerized records, subsidiary ledgers, the control ledger, and 
reconciled 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 to the extent allowable under IC 4-24-6-9. 

 
Expenditure of funds must be reasonable and necessary for the operation of the agency, office or 

department obtaining the goods or services. Payments for items not reasonable and necessary for the 
operation of the agency or for items personal in nature are prohibited. Officials may be held personally 
accountable for the improper expenditure of state or local funds. 
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12.4.1 Trust Funds 

12.4.1.1 Specific Accounting Procedures 

12.4.1.2 Transactions and Deposits 

12.4.2 Recreation Funds 

Supporting documentation such as receipts, canceled checks, invoices, bills, contracts, etc., must 
be available for audit to provide supporting information for the validity and accountability of monies 
disbursed. 

 
Audit costs incurred because of theft or shortage may be the personal obligation of the 

responsible employee. 
 
 

12.4 BUSINESS PROCESSES  
 

 

Trust funds consist of monies held for the use and benefit of, or belonging to, patients, students, 
members, or offenders while they are residing in the institution. Indiana Code 4-24-6-2 requires the 
superintendent of the institution to keep an accurate accounting of the receipts and disbursements of 
Trust funds on books and records in accordance with the accounting procedures prescribed by the State 
Board of Accounts. 

 

 

An individual subsidiary account must be kept for each patient, student, member, or offender, 
detailing transactions to the individual account and showing an exact record of the balance on hand. At a 
minimum, the detail should consist of the transaction date, type of transaction, check or receipt number, 
amount of transaction, and resulting balance on hand. A control account consisting of the total fund 
transactions and balances should also be maintained. To ensure accuracy, the control account and 
individual subsidiary accounts are to be reconciled to each other and to the bank statement each month. 

 
All interest earned on the Trust Fund balance should be transferred to the Recreation Fund 

monthly. Individual accounts should not be allowed to incur a negative balance. If a negative balance 
results from an error, all attempts should be made to correct the error. If the error resulted in a patient, 
student, member or offender being overpaid upon leaving the institution, institution officials should solicit 
reimbursement. As governed by IC 4-24-6-9, losses must be covered by a general blanket performance 
bond or crime insurance policy. If officials of the facility are unable to collect from the bond, they should 
solicit reimbursement from the responsible patient, student, member or offender. 

 

 

Checks and receipts should be prepared timely, but not signed in advance of the event or 
transactions. All checks and receipts must be pre-numbered or sequentially numbered by a computer 
system when issued. Documents should be used in sequential order. 

 
Trust Fund receipts should be deposited in depositories whose deposits are insured by the 

Federal Deposit Insurance Corporation or invested in government securities of the United States. 
Procedures to ensure adequate internal controls and accountability over Trust Funds would include 
depositing receipts in a timely manner. 

 

 

The purpose of the Recreation funds is to directly benefit patients, students, members, or 
offenders in the institutions. These funds are to be used at the discretion of the superintendent, subject to 
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12.4.2.1 Specific Accounting Procedures 

12.4.2.2 Other Items of Interest 

the policies and approval of the agency having administrative control over the institution, and shall not be 
used for any purposes which are covered by state appropriations. Officials or employees may be held 
personally accountable for the improper expenditure of Recreation funds. Sources of Recreation funds, 
as listed in IC 4-24-6-7, are: 

 
• Gifts to the fund. 
• Profits from the operation of a commissary or canteen. 
• Interest earned by deposit of trust funds in public depositories, or income derived from trust 

funds invested in United States government securities as provided in section 2 of this 
chapter. 

• Sale of items produced in occupational therapy. 
• Income derived from any kind of benefit entertainment for the offender or patients. 
• Any other money derived from any source that is not legally prohibited. 
• Any money derived from the income of any trust fund which has been deposited in any 

special fund of the institution. 
 

 

A complete record of all receipts and disbursements must be maintained in a Recreation fund 
ledger. Subsidiary accounts for specific sources and/or uses of funds may be established for ease of 
accountability, but limited to no more than necessary to reasonably account for the funds. Inactive 
subsidiary accounts should be closed and the remaining balance combined with the unrestricted 
subsidiary account. In addition, a control account consisting of the total fund transactions and balances 
should also be maintained. To ensure accuracy, the control account and individual subsidiary accounts 
are to be reconciled to each other and to the bank statement monthly. 

 
Each Recreation Fund disbursement should be documented with the following information: 

 
• Purpose for the disbursement 
• Person and department requesting the purchase 
• Date requested 
• Written approval of the superintendent or designee 
• Vendor invoice or receipt, if a reimbursement 
• Date paid, amount of payment, and check number 
• Verification that the goods were received 
• Balance on hand 

 
Special consideration should be given to the appropriate types of disbursements to be made from 

this fund as shown in IC 4-24-6-6. 
 

 

• Equipment purchases qualifying as capital assets should be itemized and added to the 
Institution’s PeopleSoft Asset Management records. 

 
• All vending machine profits and commissions (commissary fund) are to be deposited into the 

Recreation Fund. 
 

• Checks and receipts should be prepared timely and not signed in advance of the event or 
transaction. 

 
• Procedures to ensure adequate internal controls and accountability over Trust Funds would 

include depositing receipts in a timely manner. 
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12.4.3.1 General Accounting Procedures 

12.4.3.2 Division of Mental Health (FSSA) Canteen Funds 

12.4.3.3 Special Institutions (Schools) Canteen Funds 

 
 

Commissary Funds, also known as Canteen Funds, are used to account for receipts and 
disbursements associated with a commissary operation, which varies greatly depending on the type of 
institution. 

 

 

As noted in IC 4-24-6-7(2), profits from the operation of a commissary or canteen are to be 
deposited in the Recreation fund. However, for better accounting detail, the receipts/disbursements of 
the Commissary/Canteen fund may be deposited in/paid from a separate bank account and accounting 
transactions kept separately. Commissary/Canteen fund receipts should be deposited timely. 

 
A ledger should be maintained to record the transaction date, type of transaction, check or receipt 

number, amount of transaction, and resulting balance on hand. Each month the ledger should be 
reconciled to the bank statements. If the balance on deposit at the end of any quarter (March, June, 
September, December) exceeds an average of two months expenditures, as calculated annually at the 
end of the fiscal year for the ensuing fiscal year, such excess should be transferred to the Recreation 
Fund. 

 
Operational procedures should be developed by institutions operating canteens with cash sales 

to ensure that a full and accurate accounting of the Canteen Funds is maintained. The procedures 
should establish a method of verifying that all receipts are deposited to the Canteen Fund and that 
disbursements are proper for the fund. 

 

 

Patients receive "coupons" from their Trust Fund accounts which can be redeemed in the 
Canteen. The business office should reconcile the cash and redeemed coupons to the Canteen 
Manager's Report prior to deposit. Cancelled coupons should be retained for audit by the State Board of 
Accounts. 

 

 

At the Special Institutions (schools), the students are allotted a daily amount that they may 
withdraw from their trust funds. They are then allowed to purchase items from the Canteen fund. The 
canteen fund should have a cash register to ring up every purchase. At the end of the day, the cash 
register should be Z’d out. The funds in the cash register should be reconciled to the Z report. A report 
should be completed, showing the reconciliation, the day’s sales and the day’s deposit. A specific 
change balance should be maintained in the cash register. 

 
Profits should be transferred to the Recreation Fund monthly. An inventory of all items should be 

maintained and at the end of the month, a physical inventory should be taken and documented. The 
Business Administrator should prepare the Canteen Fund Balance Sheet on a monthly basis. It should 
include the following: 

 
• Statement of Changes in Fund Balance 
• Bank Reconciliation Statement 
• Canteen Fund Detail of Receipts and Disbursements 
• Commissary Fund Operating Statement 
• Application of Net Income 

12.4.3 Commissary Funds (Canteen Funds) 
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12.4.4.1 General Accounting Procedures 

12.4.4.2 Billing Procedures 

12.4.5 Cafeteria Collections 

 
 

As stated in 12.1, each patient or their responsible party is liable for the cost of treatment and 
maintenance in a state developmental center or mental hospital under the administrative control of the 
Family and Social Services Administration (FSSA). Maintenance Funds are used to account for the 
collection of these charges. Collections consist of receipts from the patient or responsible party, private 
insurance, and Medicare. Medicaid is also billed by the institution but collected by FSSA. Collections are 
to be deposited daily in a designated public depository. Each month, all money collected shall be 
forwarded to the Treasurer of State to be deposited in the Mental Health Fund. 

 
Maintenance charges to members of the veterans’ home shall be deposited in the veterans’ home 

comfort and welfare fund, which shall be used for the “comfort and welfare of the members and in part to 
reimburse the state general fund. . .” (IC 10-17-9-9). 

 

 

Individual subsidiary accounts must be kept for each patient detailing all transactions to the 
individual accounts and showing an exact record of the resulting account balances. A control account 
should be maintained showing the total fund transactions and resulting fund balance. Accurate balances 
of amounts due from patients or responsible parties, private insurance, and Medicaid and Medicare must 
be maintained. To maintain proper accountability, the individual subsidiary accounts must be balanced to 
the control account monthly. The control and individual subsidiary accounts should be reconciled to the 
bank statement monthly. 

 
Receipts for the Maintenance Fund should be deposited daily in compliance with IC 5-13-6-1. 

 
Indiana Code 12-24-14-4 requires that on the first day of each month, or within three (3) days 

thereafter, all money deposited shall be forwarded to the Treasurer of State to be deposited in the Mental 
Health Fund. The institution should properly complete a Report of Collection and submit it together with a 
check made payable to the Treasurer of State. 

 

 

Institutions have the responsibility of obtaining complete financial information during the 
admission process and ascertaining whether reimbursement will be made under personal payment 
responsibility, insurance coverage or eligibility for entitlements. 

 
The Patient Accounts Office at each institution is responsible for the proper, complete and timely 

billing of charges. The billings to Medicaid, Medicare or private insurance should be done on a monthly 
basis. Billings to the patient or responsible party should be done monthly, quarterly, or as otherwise 
arranged in the patient’s maintenance agreement. Collections received should be reconciled to charges 
billed on a monthly basis. 

 
Current FSSA procedures require that, following patient discharge, all open accounts with unpaid 

balances are to be continuously billed for five months. After six months, the account may be transferred 
to FSSA’s Reimbursement Section for continued collection efforts or subsequent write-off upon approval 
of the State Attorney General’s office. 

 

12.4.4 Maintenance Funds 
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12.4.6 Petty Cash Funds 

12.4.6.1 State Sales Tax from Petty Cash Purchases 

12.4.7 Monthly Financial Information 

12.4.8 County Clothing Reimbursements 

12.4.9 Unclaimed Property – Trust and Recreation Funds 

*Effective September 1, 2005, employees, visitors, and guests consuming a meal in a state 
institution cafeteria, dining room, or other venue providing food service to the institution, will be charged 
the direct costs of the meal (includes the cost of food plus labor) for each meal provided. The 
Superintendent of each institution is responsible for calculating and revising these costs on an on-going 
basis. The institution should account for meal sales using meal tickets. To ensure the accountability over 
meal ticket sales, the following procedures are to be used: 

 
• All meal tickets must be pre-numbered and issued in sequence. 
• A ledger must be maintained which includes the date, ticket numbers, and amount 

collected. 
• Collections shall be reconciled to the ledger for agreement and deposited daily in 

compliance with IC 5-13-6-1. 
• At month end, a bank reconciliation is to be performed. 
• Meal tickets must be safeguarded at all times. 

 
*memo from IDOA to all state institutions, August 17, 2005 

 

 

State institutions may keep small amounts of petty cash on hand to facilitate the day to day 
operation of the institution. Petty cash funds of a local fund or Special Disbursing Officer fund should be 
no more than reasonably necessary. The purpose of the disbursement must comply with the restrictions 
for the appropriate fund and must be adequately documented. 

 
Petty cash should be replenished as necessary. When needed, a check should be made payable 

to the person going to the bank. In no case should a check be made payable to cash, resulting in the 
check becoming "bearer paper." 

 

 

Generally, purchases from any of an institution's accounts are exempt from sales tax and the 
State's tax exempt number should be used. However, if an employee makes a purchase with petty cash 
or is to be reimbursed from any of the institution's accounts for a purchase made from personal funds, the 
purchase is not tax exempt and the employee's reimbursement should include sales tax paid. 

 

 

Each institution should file monthly financial statements for its local funds with the state agency 
having administrative control over the institution. Institutions must use the official approved form 
applicable to their state agency. Changes may not be made to the approved form without approval of the 
State Board of Accounts. 

 

 

Indiana Code 12-24-6 provides for reimbursement from counties to state mental institutions for 
clothing provided to indigent patients. These collections are to be deposited into the County Clothing 
Fund 17590, revenue account 422040. Collections should not be deposited as a refund of expenditure to 
the institution’s operating account. 
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12.4.10 Federal Grants 

IC 32-34-1-20 provides that checks which have been issued and are outstanding for one (1) year 
after written are presumed to be abandoned and are to be remitted to the Attorney General’s office as 
unclaimed property. Contact the Attorney General’s Unclaimed Property Division for forms and 
instructions for transfer. 

 

 

Certain institutions receive federal financial assistance, either directly from the federal 
government or as a sub-grant through another agency. 

 
Accounting for federal funds must be maintained in the State’s PeopleSoft financial accounting 

system with all funds deposited with the Treasurer of State and all disbursements made by the 
Comptroller. Accounting procedures for federal grants are more specifically addressed in Chapter 7, 
"Accounting for Federal Funds”. 
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CHAPTER 13 
 

 INTERNAL SERVICE FUNDS  
 

 SCOPE  
 

An Internal Service fund is defined as a fund that primarily provides either benefits or goods or 
services to other funds, departments, or agencies of government on a cost-reimbursement basis, with the 
goal to ‘break-even’ rather than make a profit. An Internal Service fund can supply goods or services to 
entities outside of government, but the predominant participants must be government(s). 

 
The State of Indiana includes six (7) agencies that administer Internal Service funds. 
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IC 11-10-6-6, Industry and farm products revolving fund; establishment; review; revenues, 
states: “The industry and farm products revolving fund is hereby established. The state budget agency 
shall annually review the revolving fund for the purpose of determining whether the current level is 
adequate to meet the expenditures required to sustain offender employment programs, and shall report to 
the state budget committee its recommendations regarding any changes in the amount of the fund. All 
revenues derived from the sale of goods produced or manufactured by the department, from the lease of 
farm land and appurtenances operated by the department's industry and farm program, or from the 
employment of offenders by other state agencies or political subdivisions shall be paid into the fund to be 
expended in the manner provided by law.” 

 
IC 4-13-1-4, Department of Administration Duties and functions, states in part: “The 

department shall, subject to this chapter, do the following: 
 

(5) Maintain and operate the following for state agencies: 
 

(A) Central duplicating. 
(B) Printing. 
(C) Machine tabulating. 
(D) Mailing services. 
(E) Centrally available supplemental personnel and other essential supporting services. 

 
The department may require state agencies to use these general services in the interests of 
economy and efficiency. The general services rotary fund is established through which these 
services may be rendered to state agencies. The budget agency shall determine the amount for 
the general services rotary fund. 

 
(6) Control and supervise the acquisition, operation, maintenance, and replacement of state 
owned vehicles by all state agencies. The department may establish and operate, in the interest 
of economy and efficiency, a motor vehicle pool, and may finance the pool by a rotary fund. The 
budget agency shall determine the amount to be deposited in the rotary fund.” 

 
Included in ‘other essential supporting services’ would be the Aviation Division. The IDOA has 

delegated its responsibility for operating the aviation division to the Indiana State Police, who accepted 
this delegation through a Memorandum of Understanding. 

 
IC 4-13-1.7-11, Federal Surplus Property Revolving fund; establishment, states: (a) With the 

approval of the state board of finance, a revolving fund may be established for the department to expedite 
transfers under this chapter. (b) The fund established under this section shall be reimbursed from the 
governmental body receiving the transfer of the federal surplus supplies. 

 
IC 4-13.1-2-7 Office of Technology Rotary fund states: “The office may establish a rotary fund 

necessary to perform the functions of the office.” 
 

PL 182-2009, State Personnel Department, states on page 2053: “The department may 
establish an internal service fund to perform the functions of the department.” The SPD offers centralized 

13.1 STATUTORY AUTHORITY 
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human resources services to state agencies. As noted in State Budget Agency Financial Management 
Circular 2009-1, Human Resources, “State agencies shall use the HR services provided by the Indiana 
State Personnel Department.” 

 
IC 5-10-8-7 (b), Group insurance; self-insurance; health services; disability plans; trust 

fund for prefunding state contributions and OPEB liability, states: “With the consent of the governor, 
the state personnel department may establish self-insurance programs to provide group insurance other 
than life or long term care insurance for state employees and retired state employees. The state 
personnel department may contract with a private agency, business firm, limited liability company, or 
corporation for administrative services. A commission may not be paid for the placement of the contract. 
The department may require, as part of a contract for administrative services, that the provider of the 
administrative services offer to an employee terminating state employment the option to purchase, 
without evidence of insurability, an individual policy of insurance.” 

 
And in (d) “The state personnel department shall adopt rules under IC 4-22-2 to establish long 

term and short term disability plans for state employees (except employees who hold elected offices (as 
defined by IC 3-5-2-17)). The plans adopted under this subsection may include any provisions the 
department considers necessary and proper.   “ 

 
PL 229-2011, State Budget Agency, states on page 3346: “The agency may establish an 

internal service fund to perform central accounting operations.” The Budget Agency offers accounting 
services for smaller agencies. 

 
Governmental Accounting Standards Board (GASB) statement #10, Accounting and Financial 

Reporting for Risk Financing and Related Insurance Issues, paragraph 63 states in part: “If a single 
fund is used to account for an entity's risk financing activities, that fund should be either the general fund 
or an internal service fund.” The State of Indiana has chosen to account for their self-insurance funds as 
internal service funds. Self-insurance funds are administered by both Department of Administration 
(IDOA), Department of Natural Resources (DNR), and Indiana State Police (ISP). 

 
 

13.2 ACCOUNTING THEORY  
 

Internal service funds are divisions of the State and should keep financial records as prescribed 
by the Governmental Accounting Standards Board (GASB). As a proprietary fund type, they use the full 
accrual basis of accounting, which is the same basis as used for private-sector business enterprises. 

 
Interdepartmental billing (ID Bills) are used by internal service funds to secure reimbursement 

from agencies provided with certain services. Account numbers beginning with 64 (revenues) and 65 
(expenses) are used for the transactions of these funds. No approvals from the agency billed are 
required by the PeopleSoft financial accounting system for these transactions to be processed. A dispute 
process is available in the case of a wrongful billing. 

 
 

13.3 INTERNAL CONTROLS  
 

All departments of government 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. 
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13.4.1 Department of Correction – PEN Products 

13.4.2 Department of Administration 

13.4.2.1 Motor Pool Rotary Fund 

13.4.2.2 Printing and General Services Rotary Funds 

Among other things, segregation of duties, safeguarding controls over cash and all other assets, and all 
forms of information processing are part of the internal control system. 

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

necessary to avoid substantial risk of invalid transactions, inaccurate records and monthly reports, and 
incorrect decision making. 

 
 

13.4 BUSINESS PROCESSES  
 

 

The Institutional Industries fund accounts for revenues and expenses incurred from the operation 
of inmate employment program, PEN Products. Goods produced or manufactured as a result of the 
program are sold to state agencies and political subdivisions of the State as well as to the general public. 

 
PEN Products is a division of the Indiana Department of Correction. Indiana's prison industries 

and farms manufacture goods and provide services using offender labor. 
 

PEN Products sells office and dormitory furniture, park and patio furniture and equipment, a full 
line of cleaning products, laundry services, printing, food products, offender clothing, and detention 
furniture. Offenders also work in a number of joint ventures with private industry. 

 
Although a part of PEN sales are to private organizations, the predominant share of sales is to 

governmental units. 
 

Charges to individual agencies are based on product purchased by the agency. 
 

 

The Administrative Services Revolving of the Department of Administration offers certain services 
as described here, to State government. 

 

 

The Motor Pool Rotary Fund accounts for the operation and maintenance of State garages 
including the servicing and repair of all automotive equipment owned or controlled by the State. 
Revenues consist of charges to user agencies. 

 
IDOA Fleet Services provides a variety of vehicle services to state agencies. In addition to 

repairing and servicing state-owned vehicles, Fleet Services manages state agency vehicle purchases, 
the registration and titling of state-owned vehicles, long-term vehicle lease agreements (leased from Fleet 
Services to state agencies), vehicle auctions, and provides car wash and towing services for state 
vehicles. Fleet Services also works closely with the State's contractor for daily rental vehicles. Details of 
these services and the Fleet Management Policy are available at www.in.gov/idoa/2458.htm. 

 

Charges are based on vehicle use, including type of vehicle used and miles driven. 
 

http://www.in.gov/idoa/2458.htm
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13.4.3 Office of Technology 

13.4.4 State Personnel Department 

13.4.4.1 Human Resource Services 

13.4.4.2 Self-Insurance Health Care & Disability 

IDOA has consolidated printing, copying, and mailing services through a contract with a single 
on-site vendor, which provides a single point of contact for printing, duplication, and mailing services. 
Services provided by the vendor are numerous and affect agencies in different ways; an overview of 
these services can be found at www.in.gov/idoa/2455.htm 

 

Beginning in state fiscal year 2017, the vendor will direct bill agencies for services performed. 
Previously, the vendor invoiced IDOA, and IDOA then ID billed each agency for their respective charges. 

 

 

The Indiana Office of Technology's (IOT) mission is to provide cost-effective, secure, consistent, 
reliable enterprise technology services to its partner agencies so they can better serve Hoosier taxpayers. 
Specific goals are: 

 
• Establish standards for the technology infrastructure of the state. 
• Focus state information technology services to improve service levels to citizens and lower costs 

of providing information technology services. 
• Bring the best and most appropriate technology solutions to bear on state technology 

applications. 
• Improve and expand government services provided electronically. 
• Provide the technology and procedures for the state to do business with the greatest security 

possible. 
 

Charges to individual state agencies are based on services provided, such as the number of 
transactions performed in the PeopleSoft financial accounting system, or the technical equipment used by 
the agency. See www.in.gov/iot for more detail. 

 

 

The State Personnel Department (www.in.gov/spd) administers health insurance (risk 
management) funds, as well as administration of centralized employee benefits to state agencies. 

 
Charges are based on the number of employees of each agency. 

 

 

Human resource services provided to the executive branch of government include policies, 
procedures and best practices that are equitable, ethical and timely. State Personnel services include 
hiring assistance, training, employee relations, benefits, performance management and compensation to 
our employees. The costs of these services are reimbursed through charges to the agencies. 

 

 

The State Employee Disability fund and various State Employee Health Insurance funds are 
utilized as internal service funds to administer disability and health insurance benefits for which the state 

http://www.in.gov/idoa/2455.htm
http://www.in.gov/iot
http://www.in.gov/spd
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13.4.5 Indiana State Police 

13.4.5.1 Aviation Services 

13.4.5.2 Self-Insurance Health Care & Disability; Pension Fund 

13.4.6 State Budget Agency 

13.4.7 Department of Natural Resources 

has chosen to adopt a policy of risk management. Administration of health care payments is contracted 
to outside parties. 

 

 

The Indiana State Police (www.in.gov/isp) administer certain insurance funds and the Aviation 
Rotary fund. 

 

 

As of July 1, 2010, the maintenance and accounting for aviation rotary funds, a part of State fleet 
management, was delegated to ISP as they have principal responsibility for aviation assets. 

 
Charges are made to other agencies requiring use of the aircraft fleet. 

 

 

The State Police Health Insurance fund, for which the state has chosen to adopt a policy of risk 
management, is administered through contracts with outside parties and accounted for in internal service 
funds. 

 
The State Police Employees’ LTD 20% fund accounts for revenues and expenses incurred to 

provide for payment up to two years of long-term disability benefits equal to twenty percent of salary. 
 

The State Police maintains a pension fund for police employees through a pension trust contract 
with the Treasurer of State. 

 

 

The State Budget Agency (www.in.gov/sba) operates a centralized accounting service for State 
agencies with a limited staff. The SBA financial staff maintains expertise in technical and accounting 
functions in order to more efficiently and accurately record financial transactions of those agencies. 

 
Fees charged to the individual agency are based on the number of transactions processed. 

 

 

The Conservation and Excise Police Health Insurance fund administers health insurance and 
disability for conservation and excise police officers. 

http://www.in.gov/isp
http://www.in.gov/sba
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SCOPE 
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CHAPTER 14 
 
 INFORMATION TECHNOLOGY CONTROLS  

 
 

 

This chapter addresses requirements common to all financial accounting systems and is not limited 
to the statewide PeopleSoft financial accounting system, but also applies to subsystems used by the various 
agencies of the State of Indiana to process accounting information. 
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In accordance with Statements on Auditing Standards Number 122, issued by the American 

Institute of Certified Public Accountants (AICPA), the State Board of Accounts may review applicable 
computer systems that process accounting data. Consideration in the selection of the computer systems 
to be reviewed includes but is not limited to total dollars processed by the computer system, the complexity 
of the processing, the availability of alternate sources for audit information, and the criticality of non-financial 
information processed. The Information Technology Services (IT) controls reviewed will be based primarily 
on The Green Book from the Government Accountability Office (GAO), the Control Objectives for 
Information and Related Technologies (COBIT 5) from the Information Systems Audit and Control 
Association (ISACA), and the Global Technology Audit Guide (GTAG) 8: Auditing Application Controls from 
the Institute of Internal Auditors (IIA). Additional sources of information used in State Board of Accounts' 
IT reviews include but are not limited to publications of the AICPA and hardware and software vendors. 

 
 

 

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 managements’ objectives, and compliance with laws and regulations. Among other 
things, segregation of duties, safeguarding controls over cash and all other assets and all forms of 
information processing are necessary for proper internal control. 

 
Segregation of duties is the concept of having different people do different tasks within the 

organization. It provides the foundation of good internal control by assuring that no one individual has the 
capability to perpetuate and conceal errors or irregularities in the normal course of their authorized duties. 
Segregation of duties is achieved within information technology systems by appropriate assignment of 
security profiles that define the data the users can access and the functions that they can perform. Access 
must be restricted to the minimum required for the user to perform their job function. Access rights must 
be periodically reviewed and approved by management. 

 
 

 

Principle 11 of the GAO’s The Green Book states that management should design the entity’s 
information system and related control activities to achieve objectives and respond to risks. The following 
attributes contribute to the design, implementation, and operating effectiveness of this principle: Design of 
the Entity’s Information System, Design of Appropriate Types of Control Activities, Design of Information 

http://www.aicpa.org/
http://www.gao.gov/greenbook/overview
http://www.isaca.org/Cobit/pages/default.aspx
http://www.isaca.org/Cobit/pages/default.aspx
http://www.isaca.org/Cobit/pages/default.aspx
https://na.theiia.org/standards-guidance/recommended-guidance/practice-guides/Pages/GTAG8.aspx
https://na.theiia.org/standards-guidance/recommended-guidance/practice-guides/Pages/GTAG8.aspx
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14.3.1 Design of the Entity’s Information System 

14.3.2 Design of Appropriate Types of Control Activities 

Technology Infrastructure, Design of Security Management, and Design of Information Technology 
Acquisition, Development, and Maintenance. The Green Book reference number is in bold font. 

 

 

11.02 Management designs the entity’s information system to respond to the entity’s objectives 
and risks. 

 
11.03 Management designs the entity’s information system to obtain and process information to 

meet each operational process’s information requirements and to respond to the entity’s objectives and 
risks. An information system is the people, processes, data, and technology that management organizes 
to obtain, communicate, or dispose of information. An information system represents the life cycle of 
information used for the entity’s operational processes that enables the entity to obtain, store, and process 
quality information. An information system includes both manual and technology-enabled information 
processes. Technology-enabled information processes are commonly referred to as information 
technology. As part of the control environment component, management defines responsibilities, assigns 
them to key roles, and delegates authority to achieve the entity’s objectives. As part of the risk assessment 
component, management identifies the risks related to the entity and its objectives, including its service 
organizations; the entity’s risk tolerance; and risk responses. Management designs control activities to 
fulfill defined responsibilities and address the identified risk responses for the entity’s information system. 

 
11.04 Management designs the entity’s information system and the use of information technology 

by considering the defined information requirements for each of the entity’s operational processes. 
Information technology enables information related to operational processes to become available to the 
entity on a timelier basis. Additionally, information technology may enhance internal control over security 
and confidentiality of information by appropriately restricting access. Although information technology 
implies specific types of control activities, information technology is not a “stand-alone” control 
consideration. It is an integral part of most control activities. 

 
11.05 Management also evaluates information processing objectives to meet the defined 

information requirements. Information processing objectives may include the following: 
 

• Completeness - Transactions that occur are recorded and not understated. 
• Accuracy - Transactions are recorded at the correct amount in the right account (and on a 

timely basis) at each stage of processing. 
• Validity - Recorded transactions represent economic events that actually occurred and were 

executed according to prescribed procedures. 
 
 

 

11.06 Management designs appropriate types of control activities in the entity’s information system 
for coverage of information processing objectives for operational processes. For information systems, there 
are two main types of control activities: general and application control activities. 

 
11.07 Information system general controls (at the entity-wide, system, and application levels) are 

the policies and procedures that apply to all or a large segment of an entity’s information systems. General 
controls facilitate the proper operation of information systems by creating the environment for proper 
operation of application controls. General controls include security management, logical and physical 
access, configuration management, segregation of duties, and contingency planning. 
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14.3.3 Design of Information Technology Infrastructure 

14.3.4 Design of Security Management 

11.08 Application controls, sometimes referred to as business process controls, are those controls 
that are incorporated directly into computer applications to achieve validity, completeness, accuracy, and 
confidentiality of transactions and data during application processing. Application controls include controls 
over input, processing, output, master file, interface, and data management system controls. 

 

 

11.09 Management designs control activities over the information technology infrastructure to 
support the completeness, accuracy, and validity of information processing by information technology. 
Information technology requires an infrastructure in which to operate, including communication networks 
for linking information technologies, computing resources for applications to operate, and electricity to 
power the information technology. An entity’s information technology infrastructure can be complex. It may 
be shared by different units within the entity or outsourced either to service organizations or to location- 
independent technology services. Management evaluates the objectives of the entity and related risks in 
designing control activities for the information technology infrastructure. 

 
11.10 Management continues to evaluate changes in the use of information technology and 

designs new control activities when these changes are incorporated into the entity’s information technology 
infrastructure. Management also designs control activities needed to maintain the information technology 
infrastructure. Maintaining technology often includes backup and recovery procedures, as well as continuity 
of operations plans, depending on the risks and consequences of a full or partial power systems outage. 

 

 

11.11 Management designs control activities for security management of the entity’s information 
system for appropriate access by internal and external sources to protect the entity’s information system. 
Objectives for security management include confidentiality, integrity, and availability. Confidentiality means 
that data, reports, and other outputs are safeguarded against unauthorized access. Integrity means that 
information is safeguarded against improper modification or destruction, which includes ensuring 
information’s nonrepudiation and authenticity. Availability means that data, reports, and other relevant 
information are readily available to users when needed. 

 
11.12 Security management includes the information processes and control activities related to 

access rights in an entity’s information technology, including who has the ability to execute transactions. 
Security management includes access rights across various levels of data, operating system (system 
software), network, application, and physical layers. Management designs control activities over access to 
protect an entity from inappropriate access and unauthorized use of the system. These control activities 
support appropriate segregation of duties. By preventing unauthorized use of and changes to the system, 
data and program integrity are protected from malicious intent (e.g., someone breaking into the technology 
to commit fraud, vandalism, or terrorism) or error. 

 
11.13 Management evaluates security threats to information technology, which can be from both 

internal and external sources. External threats are particularly important for entities that depend on 
telecommunications networks and the Internet. External threats have become prevalent in today’s highly 
interconnected business environments, and continual effort is required to address these risks. Internal 
threats may come from former or disgruntled employees. They pose unique risks because they may be 
both motivated to work against the entity and better equipped to succeed in carrying out a malicious act as 
they have greater access to and knowledge of the entity’s security management systems and processes. 

 
11.14 Management designs control activities to limit user access to information technology through 

authorization control activities such as providing a unique user identification or token to authorized users. 
These control activities may restrict authorized users to the applications or functions commensurate with 
their assigned responsibilities, supporting an appropriate segregation of duties. Management designs other 
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14.3.5 Design of IT Acquisition, Development, and Maintenance 

14.4 ENTITY LEVEL CONTROLS (COBIT 5) 

14.5 INFORMATION TECHNOLOGY GENERAL CONTROLS (COBIT 5) 

control activities to promptly update access rights when employees change job functions or leave the entity. 
Management also designs control activities for access rights when different information technology 
elements are connected to each other. 

 

 

11.15 Management designs control activities over the acquisition, development, and maintenance 
of information technology. Management may use a systems development life cycle (SDLC) framework in 
designing control activities. An SDLC provides a structure for a new information technology design by 
outlining specific phases and documenting requirements, approvals, and checkpoints within control 
activities over the acquisition, development, and maintenance of technology. Through an SDLC, 
management designs control activities over changes to technology. This may involve requiring 
authorization of change requests; reviewing the changes, approvals, and testing results; and designing 
protocols to determine whether changes are made properly. Depending on the size and complexity of the 
entity, development of information technology and changes to the information technology may be included 
in one SDLC or two separate methodologies. Management evaluates the objectives and risks of the new 
technology in designing control activities over its SDLC. 

 
11.16 Management may acquire information technology through packaged software from vendors. 

Management incorporates methodologies for the acquisition of vendor packages into its information 
technology development and designs control activities over their selection, ongoing development, and 
maintenance. Control activities for the development, maintenance, and change of application software 
prevent unauthorized programs or modifications to existing programs. 

 
11.17 Another alternative is outsourcing the development of information technology to service 

organizations. As for an SDLC developed internally, management designs control activities to meet 
objectives and address related risks. Management also evaluates the unique risks that using a service 
organization presents for the completeness, accuracy, and validity of information submitted to and received 
from the service organization. 

 
 

 

Entity-level controls are internal controls that help to ensure that management directives pertaining 
to the entire entity are carried out. They set the tone and culture of the governmental unit. Controls include, 
but are not limited to, the following: 

 
• Controls related to the overall control environment. 
• Controls over management override. 
• The governmental entity’s risk assessment process. 
• Centralized processing and controls, including shared service environments. 
• Controls to monitor results of operations. 
• Controls to monitor other controls, including activities of the internal audit function, the audit 

committee and self-assessment programs. 
• Controls over the period-end financial reporting process. 
• Policies that address significant business control and risk management practices. 

 
 

 

IT general controls are controls embedded within IT processes that provide a reliable operating 
environment and support the effective operation of application controls. 
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14.5.2 Logical and Physical Access (DSS05.04 and DSS05.05) 

14.5.3 Configuration Management (BAI10.01) 

 
 

Management should define, operate and monitor a system for information security management 
and keep the impact and occurrence of information security incidents within the governmental entity’s risk 
appetite levels. In order to accomplish this, management should: 

 
1) Establish and maintain an information security management system that provides a standard, 

formal and continuous approach to security management for information, enabling secure 
technology and business processes that are aligned with business requirements and 
governmental entity security management. 

 
2) Maintain an information security plan that describes how information security risk is to be 

managed and aligned with the governmental entity strategy and governmental entity 
architecture. Ensure that recommendations for implementing security improvements are based 
on approved business cases and implemented as an integral part of services and solutions 
development, then operated as an integral part of business operation. 

 

 

Management should protect governmental entity information to maintain the level of information 
security risk acceptable to the governmental entity in accordance with the security policy and establish and 
maintain information security roles and access privileges and perform security monitoring. They should 
also minimize the business impact of operational information security vulnerabilities and incidents. In order 
to accomplish this, management should: 

 
1) Ensure that all users have information access rights in accordance with their business 

requirements and co-ordinate with business units that manage their own access rights within 
business processes. 

 
2) Define and implement procedures to grant, limit and revoke access to premises, buildings and 

areas according to business needs, including emergencies. Access to premises, buildings and 
areas should be justified, authorized, logged and monitored. This should apply to all persons 
entering the premises, including staff, temporary staff, clients, vendors, visitors or any other 
third party. 

 

 

Management should establish and maintain a logical model of the services, assets, and 
infrastructure and how to record configuration items (CIs) and the relationships amongst them. They should 
include the CIs considered necessary to manage services effectively and to provide a single reliable 
description of the assets in a service. In order to accomplish this, management should: 

 
1) Define and agree on the scope and level of detail for configuration management (i.e., which 

services, assets and infrastructure configurable items to include). 

14.5.1 Security Management (APO13) 
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14.5.4 Segregation of Duties (APO01.02) 

14.5.6 Contingency Planning (DSS04) 

2) Establish and maintain a logical model for configuration management, including information on 
configuration item types, configuration item attributes, relationship types, relationship attributes 
and status codes. 

 

 

Management should establish, agree on, and communicate roles and responsibilities of IT 
personnel, as well as other stakeholders with responsibilities for governmental entity IT, that clearly reflect 
overall business needs and IT objectives and relevant personnel’s authority, responsibilities and 
accountability. In order to accomplish this, management should: 

 
1) Establish, agree on and communicate IT-related roles and responsibilities for all personnel in 

the governmental entity, in alignment with business needs and objectives. Clearly delineate 
responsibilities and accountabilities, especially for decision making and approvals. 

 
2) Consider requirements from governmental entity and IT service continuity when defining roles, 

including staff back-up and cross-training requirements. 
 

3) Provide input to the IT service continuity process by maintaining up-to-date contact information 
and role descriptions in the governmental entity. 

 
4) Include in role and responsibility descriptions adherence to management policies and 

procedures, the code of ethics, and professional practices. 
 

5) Implement adequate supervisory practices to ensure that roles and responsibilities are properly 
exercised, to assess whether all personnel have sufficient authority and resources to execute 
their roles and responsibilities, and to generally review performance. The level of supervision 
should be in line with the sensitivity of the position and extent of responsibilities assigned. 

 
6) Ensure that accountability is defined through roles and responsibilities. 

 
7) Structure roles and responsibilities to reduce the possibility for a single role to compromise a 

critical process. 
 

 

Management should establish and maintain a plan to enable the business and IT to respond to 
incidents and disruptions in order to continue operation of critical business processes and required IT 
services and maintain availability of information at a level acceptable to the governmental entity. The 
governmental entity should continue critical business operations and maintain availability of information at 
a level acceptable to the governmental entity in the event of a significant disruption. In order to accomplish 
this, management should: 

 
1) Define business continuity policy and scope aligned with governmental entity and stakeholder 

objectives. 
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14.6 APPLICATION CONTROLS (GTAG) 

14.6.1 Input Controls 

2) Evaluate business continuity management options and choose a cost-effective and viable 
continuity strategy that will ensure governmental entity recovery and continuity in the face of a 
disaster or other major incident or disruption. 

 
3) Develop a business continuity plan (BCP) based on the strategy that documents the 

procedures and information in readiness for use in an incident to enable the governmental 
entity to continue its critical activities. 

 
4) Test the continuity arrangements on a regular basis to exercise the recovery plans against 

predetermined outcomes and to allow innovative solutions to be developed and help to verify 
over time that the plan will work as anticipated. 

 
5) Conduct a management review of the continuity capability at regular intervals to ensure its 

continued suitability, adequacy and effectiveness. Manage changes to the plan in accordance 
with the change control process to ensure that the continuity plan is kept up to date and 
continually reflects actual business requirements. 

 
6) Provide all concerned internal and external parties with regular training sessions regarding the 

procedures and their roles and responsibilities in case of disruption. 
 

7) Maintain availability of business-critical information. 
 

8) Assess the adequacy of the BCP following the successful resumption of business processes 
and services after a disruption. 

 
 

 

Application controls are those controls that pertain to the scope of individual business processes 
or application systems, including data edits, separation of business functions, balancing of processing 
totals, transaction logging, and error reporting. Therefore the objective of application controls is to ensure 
that: 

 
1) Input data is accurate, complete, authorized, and correct. 
2) Data is processed as intended in an acceptable time period. 
3) Data stored is accurate and complete. 
4) Outputs are accurate and complete. 
5) A record is maintained to track the process of data from input to storage and to the eventual 

output. 
 

 

These controls are designed to provide reasonable assurance that data received or computer 
processing is appropriately authorized and converted into a machine-sensible form and that data is not lost, 
suppressed, added, duplicated, or improperly changed. Computerized input controls include data checks 
and validation procedures such as check digits, record counts, hatch totals, and batch financial tools, while 
computerized edit routines – which are designed to detect data errors – include valid character tests, 
missing data tests, sequence tests, and limit or reasonableness tests. Domains of input controls include: 

 
1) Data checks and validation. 



9  

14.6.2 File and Data Transmission Controls 

14.6.3 Processing Controls 

14.6.4 Output Controls 

14.6.5 Master Files and Standing Data Controls 

14.7 INFORMATION SECURITY FRAMEWORK 

2) Automated authorization, approval, and override. 
3) Automated segregation of duties and access rights. 
4) Pended items. 

 

 

These controls ensure that internal and external electronically transmitted files and transactions 
are received from an identified source and processed accurately and completely. Domains of file and data 
transmission controls include: 

 
1) File transmission controls. 
2) Data transmission controls. 

 

 

Processing controls are designed to provide reasonable assurance that data processing has been 
performed as intended without any omission or double-counting. Many processing controls are the same 
as the input controls, particularly for online or real-time processing systems, but are used during the 
processing phases. These controls include run-to-run totals, control-total reports, and file and operator 
controls, such as external and internal labels, system logs of computer operations, and limit or 
reasonableness tests. Domains of processing controls include: 

 
1) Automated file identification and validation. 
2) Automated functionality and calculations. 
3) Audit trails and overrides. 
4) Data extraction, filtering, and reporting. 
5) Interface balancing. 
6) Automated functionality and aging. 
7) Duplicate checks. 

 

 

Output controls are designed to provide reasonable assurance that processing results are accurate 
and distributed to authorized personnel only. Control totals produced as output during processing should 
be compared and reconciled to input and run-to-run control totals produced during processing. Computer- 
generated change reports for master files should be compared to original source documents to assure 
information is correct. Domains of output controls include: 

 
1) General ledger posting. 
2) Sub-ledger posting. 

 

 

These controls ensure the integrity and accuracy of master files and standing data. Domain of 
master files and standing data controls includes: update authorization. 

 
 

 

The Indiana Office of Technology (IOT) also developed and instituted an Information Security 
Framework (ISF) that applies to all state agencies supported by IOT. The ISF sets policy, establishes 
control objectives and controls and references practices that secures Indiana government information 
assets. The practices referenced in the Information Security Framework can be accessed online at 
in.gov/iot/2339.htm. 

http://in.gov/iot/2339.htm
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14.8.1 Programming Documentation 

14.8.2 Operations Documentation 

14.8.3 User Documentation 

14.8.4 Information Retention and Access 

 

 
 

 

During the course of a regularly scheduled audit, documentation must be available to the State 
Board of Accounts Field Examiners that provides adequate information on the functions performed by each 
computer program, the definitions of all computer files and records utilized by the computer programs, and 
a description of the computer processing which relates each computer program to other computer programs 
to accomplish accounting functions. The documentation must be adequate for the Field Examiners to 
determine how the computer system processes accounting information. 

 

 

For each computerized accounting system, procedures must be adequately documented to ensure 
all processing and maintenance is performed. Examples include instructions, checklists, and logs to 
ensure: 

 

• Daily, monthly and year-end processes are performed correctly and completely. 
• Required reports are generated and balanced. 
• Backups are completed successfully and cycled appropriately. 
• Virus definitions are updated regularly. 
• Security patches and upgrades are installed. 

 

 

Written procedures must be available for all computerized accounting systems which provide 
instructions on the requirements for the approval of information prior to entry into the computer, as well as 
the accurate entry, processing, and reporting of information from the accounting system. 

 

 

A detailed transaction history (similar to a manually posted ledger page) must be maintained 
supporting each account. At least the last twelve months of transactions must be accessible on-line. 
Additional transactional history must be retained back to the date of the last audit. This additional history 
must be retained on-line or otherwise archived and easily accessible by State Board of Accounts Field 
Examiners. Records should also be retained in compliance with the appropriate retention schedule as 
approved by the Indiana Commission on Public Records. 

 
Public records, financial statement information, and supporting information generated through the 

computer system must be maintained in a manner that will allow access for audit and public inquiry. 
Acceptable mechanisms include hardcopy, on equipment provided by the governmental unit, or via the 
Internet. 

14.8 DOCUMENTATION AND RETENTION 
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