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State Board of Accounts
Special Investigations
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What you need 
to know about
IC 5-11-1-27(j) 
and (k)(1)

Investigation 
Case examples

We Investigate 
Allegations of 
Misappropriations 
of Funds – Why?
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Because of Indiana Code 
5-11-1-27(j) which states,  in part:

. . . .For all material variances, losses, shortages, or thefts, the state board of accounts 
shall:

(1) determine the amount of funds involved and report the amount to the 
appropriate government and law enforcement officials; . . .

What Else We do to Comply with Indiana 
Code? 
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SBOA Special Investigations Role –
Further Compliance with

IC 5-11-1-27(j)
 Per Indiana Code 5-11-1-27(j):

(1) determine the amount of funds involved and report the amount to the 
appropriate government and law enforcement officials;

(2) determine the internal control weaknesses that contributed to or 
caused the condition; and

(3) make written recommendations to the appropriate legislative body or 
appropriate official overseeing the internal control system addressing:

A. the method of correcting the condition; and

B. the necessary internal control policies and internal control procedures that 
must be modified to prevent a recurrence of the condition.

WHAT IS AN INTERNAL CONTROL?

SBOA defines internal control as follows: 

• Internal control is a process executed by officials and employees that is 
designed to provide reasonable assurance that the objectives of the political 
subdivision will be achieved; 

• It is a basic element fundamental to the organization, rather than a list of 
added on tasks; 

• It is an adaptable process that is a means to an end, not an end in itself; 

• It is focused on the achievement of objectives; and

• It is dependent on officials and employees for effective implementation. 
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Per the Internal Control Manual:
Five Components:

• Control Environment –Sets the tone of the unit; Integrity and ethical values of the unit; set 
by the governing board and management; Think of Written Policies - Travel Policies , 
Credit Card Policies, Employee Reimbursement Policies, Ordinances, Contracts, etc; How 
are these communicated to employees? Does Management ensure compliance?

• Risk Assessment – Determining how the possibility that an event will occur that could 
adversely affect an objective – Think of What’s the “risk” I could overpay on a Contract, or 
An employee is overpaid

• Control Activities - Think of Processes – Is there a system of checks and balances 
(Segregation of Duties) - Reconciling the Bank, Auditing and Approving Account Payable 
Vouchers, etc. (Actions)

• Information and Communication – Sharing and Obtaining Information Related to Internal 
Controls – Both internal (departments, management, and governing board and external 
(banks, credit card companies, etc)

• Monitoring - 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. Think of - Making Sure Controls are still applicable and 
functioning. Adapting and updating with new personnel and accounting systems

Let’s Look at Some Recently Issued 
Reports with Shortages and

Control Deficiencies
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Huntington County Community 
School Corporation

 Asst Superintendent purchased $460,000 of non-school gift cards

 School Corporation had a form for tracking who was given credit cards – no 
verification that forms were used

 School Corporation Superintendent received email from credit 
union regarding potential fraud – spoke to Asst Superintendent but didn’t 
evaluate the risk that the person he received an explanation from could 
have been lying. Did not verify what he was told.

 Asst Superintendent by-passed Accounts Payable Department 
by using Coca Cola Fund; Were there written rules for the use of the Coca 
Cola Fund? Who was to approve usage of funds?

 Asst Superintendent left this School Corporation and was hired at another 
School Corporation where he resigned for misusing the Procurement 
Card; After his misappropriations were reported we went to Huntington 
Schools to investigation.

Huntington Community School Corporation
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Huntington Community School Corporation

Huntington Community School Corporation
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Huntington Community School Corporation

Huntington Community School Corporation
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Huntington Community School Corporation

Clark County Sheriff's Office

 Falsified Invoices –How well do you know your vendors? Control Activity –
what are you looking at on an invoice prior to approval?

What type of controls could you have when you see a new vendor?

Does the vendor exist?

 Look up company on Google

 Look up company on Secretary of State's Website

 Does address, phone #, and email match the invoice

 Does the company perform the services or sell the product on the 
invoice

Is the invoice submitted an original or photocopy?

Does the invoice appear to be altered?
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Clark County Sheriff's Office

 Payments made to an individual without itemized invoice

How well do you review vendor invoices? Control Activity – what are 
you looking at on an invoice prior to approval?

What type of controls do you have to verify vendor contract payments?

Does a contract exist?

 Is the invoice in agreement to the contract amount

 Is the invoice adequately itemized to determine work performed

 Does the individual/company perform the services or sell the product 
on the invoice

 If an individual, is the individual also an employee of the unit
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Internal Control Summary
 Establish Policies and Procedures – Employee Reimbursements, Travel, 

Credit Cards, Work schedules, On Call Pay

 Policies need to be written in a concise and clear manner.

 Verify that follow policies and procedures established

 Review and revise policies if needed

 Communicate policies to employees

 Have employees sign that they have read policies

 Review vendors and claims for validity

 Follow-up if something seems wrong
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