Montgomery County Regional Sewer District

Internal Control Policies

Policy 1: General Policies

Preamble: The Montgomery County Regional Sewer District wishes to ensure
financial accuracy, promote transparency, maintain compliance with laws,
regulations, and obligations imposed upon the District, and to effectively manage
risk and reduce and eliminate the risk of theft of public funds and fraud. As such,

the District wishes to adopt the internal control standards.

1.01 General Policy: It is the policy of the District to safeguard all public funds
that are entrusted to the District. The District is committed to the pillars of
responsibility and integrity when handling public funds and providing service to its
citizens. For these reasons, the District believes it is in the best inferest of its
citizens to have a zero-tolerance policy for theft or misuse of public funds. Further,
the District will employ a minimal tolerance policy for employee errors when
handling cash entrusted to the District. It is the intent of the District that this
policy conforms to the Internal Control Standards issued by the Indiana State

Board of Accounts.

1.02 Oversight Committee: The District will develop policies and procedures and
train all employees, elected officials, and appointed officials regarding the District’'s
internal control policies and procedures. The District will also create systems for

reporting, audit and verification in order to ensure that all policies are followed.

1.03 Training of Employees: Every employee, elected official, and appointed
official serving the District will receive training on this Policy on or before March
31, 2026, and annually thereafter. New employees will receive training within

seven (7) days of the commencement of their employment. Newly elected and



appointed officials will receive training within fourteen (14) days of the
commencement of their office. The District’s fiscal officer will certify in writing

annually to verify that the required training has been administered.

1.12 Reporting and Investigations: Any employee of the District is encouraged
to report to the District any known or suspected violation of this policy. Reporting of
a violation can be made anonymously. If a report of violation is made, the District
must immediately begin an investigation to determine the nature and scope of the
violation. Any violations must be noted and corrective action must be taken. All
evaluations should include a discussion of this policy, the District’s Internal
Controls standards, and any problems the employee has with their assigned task.
After completion of this evaluation, the District must determine if any aspect of this

policy needs to be amended to avoid future violations.

1.13 Discipline: Employees who violate the provisions of this policy are subject to

discipline, including but not limited to termination.



Policy 2: Reporting Policy

2.01 Annual Financial Report: Per Indiana state law, the District 1s required to
submit to the Department of Local Government Finance (DLGF) an “Annual
Financial Report” of the District on or before March 1st. The fiscal officer shall ensure
that this report is completed. Upon completion of the required Annual Financial
Report, and before submitting it to the DLGF, the fiscal officer must present the
report to the District Board for review and approval. This report will also be posted
on the District’s website. The fiscal officer shall submit the report to the DLGE via
the Indiana Gateway for Government Units on or before March 1%t each year. The
District will also make this report available to the State Board of Accounts (SBOA)
for purposes of audit. Nothing in this policy shall be read to conflict with, or otherwise
supersede, any submission requirement of the DLGF or SBOA.

2.02 Other Annual Reports: In the event the District is required to make a
report to the Montgomery County Board of Commissioners, the state of Indiana,
other governmental entities, or an agency of the state, the fiscal officer or District’s
administrator must present the report to the District Board for review and approval
for submission before submitting the report to the state or applicable entity. Only
upon the approval by the District will the fiscal officer or administrator be
authorized to file the report with the state or its agency. Nothing in this policy shall
be read to conflict with, or otherwise supersede, any submission requirement of the

state or its agency.



Policy 3: Projects Financed by Bonds Policy

3.01 General Policy: Tt is in the policy of Montgomery County Regional Sewer
District to comply with all obligations imposed upon it, or its agencies, boards, and
commissions, as issuers of debt by way of bonds. The obligations imposed on the
District are contained in the bond documents, including but not limited to the
bonds, the Official Statement, Continuing Disclosure Undertaking, Trust Indenture,
Financing Agreement, Lease and Addenda to the Lease, Purchase Agreement, and
other documents. Additional obligations are imposged by rules and guidance of the

Indiana State Board of Accounts.

3.02 Responsibilities of Authority: Ifthe District issues bonds to finance a
project, it has a duty to (1) know the obligations imposed by the issuance documents
and the construction agreements, (2) comply with these obligations, (3} document
the board’s compliance, and (4) report its compliance as part of its audit, to the

State Board of Accounts.

3.03 Discharge of Responsibilities by Governing Boards: For each bond
issuance, the District will develop a compliance checklist and document its
compliance with the obligations. The District will maintain records relating to the
bond and its compliance for a period of not less than five (5) years after the bonds

have been paid, unless a longer period is required by the bond documents or by law.

3.04 Engagement of Consultants. The District will engage financial consultants,
bond attorneys, its attorneys, underwriters, and other consultants to assist with

compliance before and after the issuance of bonds.

3.05 Payment of Claims for Projects. In consideration of claims filed for the
issuance of bonds, post-closing obligations, design of projects, construction of
projects, and closing of projects, the District will comply with all obligations and
only pay expenses which it finds it is (1) obligated to pay under the terms and

conditions of written agreements and (2) authorized to pay under the terms and



conditions of the bond documents. In addition, the District must only pay and
authorize payment of funds from the correct fund of bond proceeds and must comply

with all payment procedures required by the bond documents.

3.06 Reconciliation of Accounts and Accounting. The fiscal officer must
perform a monthly reconciliation of each fund of bond proceeds and report the
findings of the reconciliation to the District. If the reconciliation report shows that
the fund bank statement conflicts with the District’s accounting, the fiscal officer

and District must address and remedy the conflict.

3.07 Authority Review: The District Board will annually review compliance with

the policy.



Policy 4: General Control Policies

4.01 Powers Exercised: The District will exercise only the powers expressly
granted to it by Indiana law and will manage and provide for the collection,

treatment, and disposal of sewage pursuant to the terms of its adopted plan.

4.02 Expenditures: All expenditures of the District must be approved by the
District Board in a public meeting. All expenditures must be for the management of

sewage in the District.

4.03 District Plan: The adopted District Plan will be made available to the public
at the office of the Montgomery County Administrator and will be posted on the

District’s website.

4.04 Receipts: All funds received by the District will be delivered to the fiscal

officer or his or her designee for deposit and accounting.

4.05 Financial Reporting: The fiscal officer or his or her designee will provide to
the Board, not less than quarterly, monthly reports of receipts and expenditures of

the District.

4.06 Review and Compliance: On or before December 315t of each year, the
District Board will review the internal controls policies and make appropriate

amendments.



Montgomery County Regional Sewer District

Resolution No. 1 - 2026

Resolution Adopting Internal Control Policies

Whereas, the Montgomery County Regional Sewer District (the “District”), an
entity subject to audit by the Indiana State Board of Accounts under Indiana Code § 5-11-1-
27(g) that requires the legislative body of each political subdivision in the State of Indiana
adopt the minimum internal control standards as defined by the Indiana State Board of
Accounts, including the Uniform Internal Conirol Standards for Indiana Political

Subdivisions;); and

Whereas, the District recognizes the importance of maintaining an effective system
of internal controls to protect public assets, ensure reliable financial reporting, and promote

compliance with applicable laws; and

Whereas, the fiscal officer of the District must certify in writing to the SBOA that
these standards have been adopted and that the required training has been provided to

personnel; and

Whereas, the District desires to develop and adopt more specific and stringent

internal controls policies for the District; and

Whereas, the District has developed policies and will ensure proper training,
implementation, and compliance with controls imposed by the Indiana State Board of

Accounts and those adopted by the District; and

Whereas, the District may, from time-to-time, develop more internal control policies

or amend existing policies; and

Whereas, the District Board of Directors finds that it is in the best interest of the
District to adopt the General Policy, Reporting Policy, and Projects Funds by Bonds Policy;



Now, therefore, be it resolved by the Board of Trustees of the Montgomery

County Regional Sewer District as follows:

Section 1. Adoption of Standards. The Montgomery County Regional Sewer District
Board of Trustees hereby formally adopts the General Policy, Reporting Policy, and Projects
Funds by Bonds Policy as official policies of the District, which are attached to this

Resolution

Section 2. Five Components of Internal Control. The District shall adhere to the five

(5) components of internal control as defined in the Manual:

1. Control Environment: The set of standards, processes, and structures that
provide the basis for carrying out internal control across the crganization.

2. Risk Assessment: A dynamic and iterative process for identifying and analyzing
risks to achieving the District's objectives.

3. Control Activities: The actions established through policies and procedures that
help ensure management’s directives to mitigate risks are carried out,

4. Information and Communication: The necessary quality information to support
the functioning of all components of internal control.

5. Monitoring Activities: Ongoing evaluations to ascertain whether each of the five

components of internal control is present and functioning.

Section 3. Training Requirements. The District Board shall ensure that all
"personnel'—defined as any officer or employee whose duties include receiving, processing,
depositing, disbursing, or otherwise having access to funds that belong to the District—
shall receive training on these polictes on or before March 31, 2026, and annually
thereafter. Such training shall be documented and evidence of completion shall be

maintained on-site.

Section 4. Certification. The fiscal officer of the District is hereby directed to certify in
writing, at the time of the submission of the Annual Financial Report (AFR) through the
Gateway portal, that these standards have been adopted and that all relevant personnel

(not otherwise on leave status) have received the required training.



Section 5. Other Policies. Any policy of the District which is not specifically affected by

these policies shall remain in full force and effect.

Section 6. Effective Date. This Resolution shall be in full force and effect from and after

its passage and adoption by the Board of Trustees.

RESOLVED by the Board of Trustees of the Montgomery County Regional Sewer District
this 8th day of April, 2026.
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