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 STATE OF INDIANA 

 AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS 
   302 WEST WASHINGTON STREET 
   ROOM E418 
   INDIANAPOLIS, INDIANA 46204-2769 

 
   Telephone: (317) 232-2513 

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

 
 
 
 
 
 
 
 
TO: THE OFFICIALS OF THE LAPORTE COMMUNITY SCHOOL 
 CORPORATION, LAPORTE COUNTY, INDIANA 
 
 
 This report is supplemental to our audit report of the LaPorte Community School Corporation (School 
Corporation), for the period from July 1, 2012 to June 30, 2014.  It has been provided as a separate report so 
that the reader may easily identify any Federal Findings and Audit Results and Comments that pertain to the 
School Corporation.  It should be read in conjunction with our Financial Statement and Federal Single Audit 
Report of the School Corporation, which provides our opinions on the School Corporation's financial state-
ment and federal program compliance.  This report may be found at www.in.gov/sboa/. 
 
 The Federal Findings, identified in the above referenced audit report, are included in this report and 
should be viewed in conjunction with the Audit Results and Comments as described below. 
 
 As authorized under Indiana Code 5-11-1, we performed procedures to determine compliance with 
applicable Indiana laws and uniform compliance guidelines established by the Indiana State Board of 
Accounts.  The Audit Results and Comments contained herein describe the identified reportable instances of 
noncompliance found as a result of these procedures.  Our tests were not designed to identify all instances of 
noncompliance; therefore, noncompliance may exist that is unidentified. 
 

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

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
January 29, 2015 
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LAPORTE COMMUNITY SCHOOL CORPORATION 
FEDERAL FINDINGS 

 
 
 
FINDING 2014-001 - INTERNAL CONTROLS OVER FINANCIAL TRANSACTIONS AND REPORTING 
  

We noted deficiencies in the internal control system of the School Corporation related to financial 
transactions and reporting.  The School Corporation has not separated incompatible activities related to 
receipts and cash and investment balances.  The Treasurer records the receipts to the ledger as well as pre-
pares the monthly reconcilements of the financial record balance to the bank balance.  Evidence that another 
person reviews the monthly reconcilements or the receipt transactions was not available.  There is no segre-
gation of duties, including no oversight, review, or approval process.  The failure to establish these controls 
could enable material misstatements or irregularities to remain undetected.  Control activities should be in 
place to reduce the risks of errors in financial reporting. 
 

Governmental units should have internal controls in effect which provide reasonable assurance 
regarding the reliability of financial information and records, effectiveness and efficiency of operations, proper 
execution of management's objectives, and compliance with laws and regulations.  Among other things, 
segregation of duties, safeguarding controls over cash and all other assets, and all forms of information 
processing are necessary for proper internal control. 
  

Controls over the receipting, disbursing, recording, and accounting for the financial activities are 
necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements and 
incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for Indiana Public School 
Corporations, Chapter 9) 
 
 
FINDING 2014-002 - CASH MANAGEMENT 
  
Federal Agency:  U.S. Department of Agriculture 
Federal Programs: School Breakfast Program, National School Lunch Program, 
 Summer Food Service Program for Children 
CFDA Numbers:  10.553, 10.555, 10.559 
Federal Award Numbers and Years:  FY 2012-13, FY 2013-14 
Pass-Through Entity:  Indiana Department of Education 
  

Management of the School Corporation has not established an effective internal control system, 
which would include segregation of duties, related to the grant agreement and the cash management com-
pliance requirement.  
  

The School Corporation did not have a monitoring procedure to limit its food service program net cash 
resources to an acceptable amount.  The School Corporation is required to limit their food service program 
net cash resources to three months' average expenditures.  The net cash balance of the food service program 
exceeded $2,100,000 every month of the audit period; however, the three months' average expenditures were 
only $853,799 and $833,727 for 2012-2013 and 2013-2014, respectively. 

 
The failure to establish an effective internal control system places the School Corporation at risk of 

noncompliance with the grant agreement and the compliance requirements.  A lack of segregation of duties 
within an internal control system could also allow noncompliance with compliance requirements and allow the 
misuse and mismanagement of federal funds and assets by not having proper oversight, reviews, and 
approvals over the activities of the program. 

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

tively to provide reasonable assurance that material noncompliance with the grant agreement or a compliance 
requirement of a federal program will be prevented, or detected and corrected, on a timely basis.  In order to 
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LAPORTE COMMUNITY SCHOOL CORPORATION 
FEDERAL FINDINGS 

(Continued) 
 
 
have an effective internal control system, it is important to have proper segregation of duties.  This is 
accomplished by making sure proper oversight, reviews, and approvals take place and to have a separation 
of functions over certain activities related to the program.  The fundamental premise of segregation of duties 
is that an individual or small group of individuals should not be in a position to initiate, approve, undertake, 
and review the same activity. 

 
7 CFR 210.9(b) states in part:  ". . . each school food authority shall . . . (2) limit its net cash resources 

to an amount that does not exceed 3 months average expenditures for its nonprofit school food service . . ." 
 
OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 

  
The failure to establish internal controls enabled material noncompliance to go undetected.  Noncom-

pliance with the grant agreement or the compliance requirements could result in the loss of federal funds to 
the School Corporation. 

 
We recommended that the School Corporation's management establish controls to ensure 

compliance and comply with the Cash Management requirements of the programs. 
 
 
FINDING 2014-003 - SUSPENSION AND DEBARMENT 
 
Federal Agency:  U.S. Department of Agriculture, U.S. Department of Education 
Federal Programs: School Breakfast Program, National School Lunch Program, Summer Food 
 Service Program for Children; Title I Grants to Local Educational Agencies 
CFDA Numbers:  10.553, 10.555, 10.559, 84.010 
Federal Award Numbers and Years:  FY 2012-13 and FY 2013-14; ESEA 2012-2013 
Pass-Through Entity:  Indiana Department of Education 
 

Management of the School Corporation has not established an effective internal control system 
related to the grant agreement and the Suspension and Debarment compliance requirements.  The failure to 
establish an effective internal control system places the School Corporation at risk of noncompliance with the 
grant agreement and the compliance requirements. 

 
The U.S. Department of Agriculture and U.S. Department of Education required the School 

Corporation to verify that awarded contracts exceeding $25,000 were not with suspended or debarred 
entities.  The School Corporation failed to provide evidence that a search of the Excluded Parties List 
Systems through the System of Award Manager Center at www.sam.gov was conducted; that certification 
from the entity was collected, or that a clause or condition was added to the contract.  

 
During the years 2012-2013 and 2013-2014, the School Corporation made food service purchases 

exceeding $25,000 from six and seven vendors, respectively.  During fiscal year 2012-2013, Title I funds 
exceeding $25,000 were disbursed to two vendors.  A search of the System of Award Manager Center 
website resulted in no active exclusions for any of these vendors. 
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LAPORTE COMMUNITY SCHOOL CORPORATION 
FEDERAL FINDINGS 

(Continued) 
 

 
An internal control system should be designed and operate effectively to provide reasonable assur-

ance that material noncompliance with the grant agreement or a compliance requirement of a federal program 
will be prevented, or detected and corrected, on a timely basis.  In order to have an effective internal control 
system, it is important to have proper segregation of duties.  This is accomplished by making sure proper 
oversight, reviews, and approvals take place and to have a separation of functions over certain activities 
related to the program.  

 
7 CFR 3016.35 and 34 CFR 80.35 Subawards to debarred and suspended parties states: 
 
"Grantees and subgrantees must not make any award or permit any award (subgrant or contract) 
at any tier to any party which is debarred or suspended or is otherwise excluded from or ineligible 
for participation in Federal assistance programs under Executive Order 12549, "Debarment and 
Suspension." 
 
OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs." 
 
The failure to establish internal controls enabled material noncompliance to go undetected.  Noncom-

pliance with the grant agreement or the compliance requirements could result in the loss of federal funds to 
the School Corporation. 
 

We recommended that the School Corporation's management establish controls to ensure compli-
ance and comply with the Suspension and Debarment requirements of the programs. 
 
 
FINDING 2014-004 - ALLOWABLE COSTS  
  
Federal Agency:  U.S. Department of Education 
Federal Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
Federal Award Numbers and Years:  ESEA 2011-2012, ESEA 2012-2013, ESEA 2013-14  
Pass-Through Entity:  Indiana Department of Education  
 

Management of the School Corporation has not established an effective internal control system 
related to the grant agreement and the Allowable Costs compliance requirements.  The failure to establish an 
effective internal control system places the School Corporation at risk of noncompliance with the grant agree-
ment and the compliance requirements. 

 
The School Corporation did not have a system in place to ensure compliance with the Circular A-87 

regulations for time and effort reporting.  None of the semiannual certification activity reports for employees 
working on a single cost objective for the fiscal year 2012-2013 were available for audit.  A test of the 
2013-2014 employees paid from Title I funds revealed that 13 of 96 employees, or 14 percent, tested for four 
pay periods were neither detailed on a semiannual certification activity report nor on a time and effort log. 

 
An internal control system should be designed and operate effectively to provide reasonable assur-

ance that material noncompliance with the grant agreement or a compliance requirement of a federal program 
will be prevented, or detected and corrected, on a timely basis.  In order to have an effective internal control 
system, it is important to have proper segregation of duties. 
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LAPORTE COMMUNITY SCHOOL CORPORATION 
FEDERAL FINDINGS 

(Continued) 
 

 
OMB Circular A-87, Attachment B, Section 8(h), Compensation for personal services, states in part: 
 
"Support of salaries and wages.  These standards regarding time distribution are in addition to 
the standards for payroll documentation. . . . 

 
(3) Where employees are expected to work solely on a single Federal award or cost 

objective, charges for their salaries and wages will be supported by periodic 
certifications that the employees worked solely on that program for the period covered 
by the certification.  These certifications will be prepared at least semiannually and will 
be signed by the employee or supervisory official having firsthand knowledge of the work 
performed by the employee. 

 
(4) Where employees work on multiple activities or cost objectives, a distribution of their 

salaries or wages will be supported by personnel activity reports or equivalent 
documentation which meets the standards in subsection (5) unless a statistical sampling 
system (see subsection (6)) or other substitute system has been approved by the 
cognizant Federal agency.  Such documentary support will be required where 
employees work on: 

 
(a) More than one Federal award, 

 
(b) A Federal award and a non Federal award, 

 
(c) An indirect cost activity and a direct cost activity, 

 
(d) Two or more indirect activities which are allocated using different allocation bases, or 

 
(e) An unallowable activity and a direct or indirect cost activity." 

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

Noncompliance with the grant agreement or the compliance requirements could result in the loss of federal 
funds to the School Corporation. 

 
We recommended that the School Corporation's management establish policies and procedures to 

ensure compliance and comply with Allowable Costs requirements of the program. 
 
 
FINDING 2014-005 - EQUIPMENT MANAGEMENT 
 
Federal Agency:  U.S. Department of Education 
Federal Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
Federal Award Numbers and Years:  ESEA 2011-2012, ESEA 2012-2013, ESEA 2013-14 
Pass-Through Entity:  Indiana Department of Education 
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LAPORTE COMMUNITY SCHOOL CORPORATION 
FEDERAL FINDINGS 

(Continued) 
 

 
Management of the School Corporation has not established an effective internal control system 

related to the grant agreement and the Equipment Management compliance requirements.  The failure to 
establish an effective internal control system places the School Corporation at risk of noncompliance with the 
grant agreement and the compliance requirements. 
 

The Title I Office purchased technology equipment that was listed on the Information Technology 
Director's inventory as Title I equipment; however, the Grant Coordinator's Title I equipment inventory failed to 
detail the same inventory.  Procedures have not been established to ensure that the Title I equipment 
inventory agreed to the Information Technology inventory.  In addition, the School Corporation did not perform 
a periodic physical inventory of equipment. 
 

An internal control system should be designed and operate effectively to provide reasonable assur-
ance that material noncompliance with the grant agreement or a compliance requirement of a federal program 
will be prevented, or detected and corrected, on a timely basis. 

 
34 CFR 80.32(d) states in part: 
 
"Management Requirements.  Procedures for managing equipment (including replacement 
equipment) whether acquired in whole or in part with grant funds, until disposition takes place 
will, as a minimum, meet the following requirements: 
  

(1) Property records must be maintained that include a description of the property, a serial 
number or other identification number, the source of property, who holds title, the 
acquisition date, and cost of the property, percentage of Federal participation in the 
costs of the property, the location, and condition of the property, and any ultimate 
disposition data including the date of disposition and sale price of the property. 

 
(2) A physical inventory of the property must be taken and the results reconciled with the 

property records at least once every two years. 
 
(3) A control system must be developed to ensure adequate safeguards to prevent loss, 

damage, or theft of the property.  Any loss, damage, or theft shall be investigated." 
 

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

pliance with the grant agreement or the compliance requirements could result in the loss of federal funds to 
the School Corporation. 

 
We recommended that the School Corporation's management establish controls to ensure 

compliance and comply with the Equipment Management requirements of the program. 
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LAPORTE COMMUNITY SCHOOL CORPORATION 
AUDIT RESULTS AND COMMENTS 

 
 
 
OVERDRAWN CASH BALANCES 
 

The financial statement included the following funds with overdrawn cash balances at June 30, 2013, 
due to the continued delay of tax collections from the County Auditor: 

 

 
The schedule does not include funds that are overdrawn because a grant reimbursement will be 

received in a subsequent period. 
 
The cash balance of any fund may not be reduced below zero.  Routinely overdrawn funds could be 

an indicator of serious financial problems which should be investigated by the governmental unit.  (Accounting 
and Uniform Compliance Guidelines Manual for Indiana Public School Corporations, Chapter 9) 
 
 
POSTING CONTRACTS ON SCHOOL WEBSITE 
  
 As of November 20, 2014, the current Superintendent of Schools' contract and many of the School 
Corporation Administrator's contracts have not been posted on the School Corporation's website.  The School 
Corporation's website shows the Superintendent of Schools' contract as that of the former Superintendent of 
Schools who resigned July 7, 2013.  He has since been replaced by two interim Superintendent of Schools 
and the current Superintendent of Schools, who was appointed July 7, 2014.  
 

Indiana Code 20-26-5-4.3(d) states:  "A governing body shall post the provisions of an employment 
contract that the governing body enters into with a superintendent of the school corporation on the school 
corporation's Internet web site." 

 
Indiana Code 20-26-5-4.7(b) states:  "The superintendent shall post the provisions of an employment 

contract that the school corporation enters into with a certificated employee on the school corporation's 
Internet web site." 

 
 
COLLECTIVE BARGAINING AGREEMENT 
  
 The School Corporation did not post the collective bargaining agreement on the School Corporation's 
website.  The School Board approved the collective bargaining agreement with the LaPorte Federation of 
Teachers, Local #714, on August 20, 2013. 
 
 Indiana Code 20-29-6-19 states:  "Not later than fourteen (14) business days after the parties have 
reached an agreement under this chapter, the school employer shall post the contract upon which the parties 
have agreed on the school employer's Internet web site." 
 
  

Amount
Fund Overdrawn

Debt Service 3,000,215$    
Retirement/Severance Bond Debt Service 944,633        
School Transportation 1,814,773     
Construction 5 Projects 157,154        
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LAPORTE COMMUNITY SCHOOL CORPORATION 
AUDIT RESULTS AND COMMENTS 

(Continued) 
 
 
ANNUAL REPORT 
 
 The Annual Report for the fiscal year ending June 30, 2014, was not filed electronically on the 
Gateway reporting website until November 10, 2014. 

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

 
 
CERTIFIED REPORT NOT FILED ACCURATELY 
 

The School Corporation filed its Certified Report of Names, Addresses, Duties and Compensation of 
Public Employees (Form 100-R) with the Indiana State Board of Accounts timely, but the compensation 
shown in the report was not accurate.  The compensation amounts included on the 2012 Form 100-R did not 
agree to the School Corporation's payroll earnings history and were an average of 11 percent lower than the 
payroll earnings history based on our test.  30 percent of the employees tested on the 2013 Form 100-R did 
not agree to the payroll earnings history.   

 
Indiana Code 5-11-13-1 states in part: 
  
"(a) Every state, county, city, town, township, or school official . . . shall during the month of 
January of each year prepare, make, and sign a certified report, correctly and completely show-
ing the names and business addresses of each and all officers, employees, and agents . . . and 
the respective duties and compensation of each, and shall forthwith file said report in the office of 
the state examiner of the state board of accounts. . . . 

  
(b) The department of local government finance may not approve the budget of a county, city, 
town, or township or a supplemental appropriation for a county, city, town, or township until the 
county, city, town, or township files an annual report under subsection (a) for the preceding 
calendar year." 

 
 
PREPAID FOOD ACCOUNT 
  

The School Corporation accounts for the prepaid food activity within the School Lunch fund.  A 
separate clearing account for the prepaid food account activity has not been established as prescribed. 

 
Clearing Account Number 8400 - Prepaid Food has been established to account for prepaid food.  

The collections are to be receipted to 8410 with 8420 representing the transfers out of the clearing account 
and recognition in the appropriate revenue classifications (1611 to 1614 series) in the School Lunch Fund.  
The transfer should be made periodically and at the end of each month to appropriately classify meals 
(breakfast, lunch, etc.) when known (charged by student).  (The School Administrator and Uniform 
Compliance Guidelines, Volume 183, Page 3, September 2008) 
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LAPORTE COMMUNITY SCHOOL CORPORATION 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on January 29, 2015, with Patricia G. Baxter, Treasurer; 
M. Gregory Hunt, Chief Financial Officer; Mark D. Francesconi, Superintendent of Schools; and Shannon 
Hannon, President of the School Board. 
 




