
S

IND

STATE
302 W

DIANAP

SUP

MID

 BOAR
West W

Roo
POLIS,

PPLEMENTAL

DDLEBURY C

ELKHART

July 1, 201

RD OF A
Washingt

om E41
 INDIA

 
 
 
 
 

L COMPLIAN
 

OF 
 

COMMUNITY
 

COUNTY, IN
 

12 to June 30

ACCOU
ton Stre
8 

ANA 462

NCE REPORT

Y SCHOOLS

NDIANA 

0, 2014

UNTS 
eet 

204-276

T 

69 

ldavid
Text Box
B45179

ldavid
Datefiled



 



-1- 

TABLE OF CONTENTS 
 
 

Description Page 
 
Schedule of Officials ..........................................................................................................................  2 
 
Transmittal Letter ...............................................................................................................................  3 
 
Federal Findings: 
 Finding 2014-001 - Internal Controls Over Financial Transactions and Reporting .....................  4 
 Finding 2014-002 - Internal Controls Over Title I Grants to Local Educational Agencies ...........  4-5 
 
Corrective Action Plan ........................................................................................................................  6-7 
 
Exit Conference  .................................................................................................................................  8 
 



-2- 

SCHEDULE OF OFFICIALS 
 
 
Office Official Term 
 
Treasurer Shirley A. Meyer 07-01-12 to 06-30-14 
  Mark D. Snyder 07-01-14 to 06-30-15 
 
Superintendent 

of Schools Jane A. Allen 07-01-12 to 06-30-15 
 
President of the 

School Board Joanna King 01-01-12 to 12-31-12 
 David Black 01-01-13 to 12-31-15 
 



 
 
 
 
 

 

 

 

S
A
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
TO:  THE 
 
 
 T
Corporatio
that the re
read in co
which prov
This repo
 
 T
 

A
for accura
 
 

  
  
 
 
April 22, 2

STATE 
AN EQUAL OP

 
 
 

 

 

OFFICIALS 

his report is 
on), for the pe
eader may eas
onjunction with
vides our opin
rt may be fou

he Federal Fi

Any Corrective
acy. 

 
 

2015 

OF IND
PPORTUNITY

OF THE MID

supplementa
eriod from July
sily identify an
h our Financia
nions on the S
nd at www.in

indings, ident

e Action Plan f

DIANA 

Y EMPLOYER

DLEBURY C

al to our aud
y 1, 2012 to Ju
ny Federal Fin
al Statement a
School Corpor

.gov/sboa/. 

tified in the ab

for the Federa

-3- 

R

 

OMMUNITY 

it report of th
une 30, 2014.
ndings that pe
and Federal S
ation's financi

bove referenc

al Findings, in

SCHOOLS, E

he Middlebur
.  It has been p
ertain to the S

Single Audit R
ial statement a

ced audit repo

ncorporated w

P
S

STAT
302 WE

INDIANA

Te
F

We

ELKHART CO

ry Community
provided as a

School Corpor
Report of the S

and federal pr

ort, are includ

within this repo

Paul D. Joyce
State Examine

TE BOARD OF A
EST WASHINGT

ROOM E41
APOLIS, INDIA

elephone: (317) 2
Fax: (317) 232-4
eb Site: www.in

OUNTY, INDI

y Schools (S
a separate rep
ration.  It shou

School Corpor
rogram compl

ded in this rep

ort, was not ve

 
e, CPA 
er 

ACCOUNTS 
TON STREET
18 

ANA 46204-2769

232-2513 
4711 
.gov/sboa 

ANA 

School 
port so 
uld be 
ration, 
iance.  

port. 

erified 

9 



-4- 

MIDDLEBURY COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

 
 
 

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

We noted several deficiencies in the internal control system of the School Corporation related to 
financial transactions and reporting.  We believe the following deficiencies constitute material weaknesses: 
  

1. Lack of Segregation of Duties:  Control activities should be selected and developed at var-
ious levels of the School Corporation to reduce risks to the achievement of financial reporting 
objectives.  The School Corporation has not separated incompatible activities related to 
receipts and preparation of the financial statement.  One person is solely responsible for all 
aspects of the receipt process and the preparation of the financial statement.  There is no 
segregation of duties, including oversight, review, or approval process.  The failure to estab-
lish these controls could enable material misstatements or irregularities to remain unde-
tected. 

 
2. Monitoring of Controls:  An evaluation of the School Corporation's system of internal control 

has not been conducted.  The failure to monitor the internal control system places the School 
Corporation at risk that controls may not be either designed properly or operating effectively 
to provide reasonable assurance that controls will prevent, or detect and correct, material 
misstatements in a timely manner.  Additionally, the School Corporation has no process to 
identify or communicate corrective actions to improve controls.  Effective internal controls 
over financial reporting require the School Corporation to monitor and assess the quality of 
the system of internal control. 

  
3. Bank Reconcilement Process:  Internal controls over the bank reconcilement process were 

insufficient.  Monthly bank reconcilements were prepared by one employee; there is no 
evidence of an oversight, review, or approval process. 

 
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, seg-
regation of duties, safeguarding controls over cash and all other assets, and all forms of information process-
ing 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 - INTERNAL CONTROLS OVER TITLE I 
GRANTS TO LOCAL EDUCATIONAL AGENCIES 
  
Federal Agency:  Department of Education 
Federal Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
Federal Award Numbers:  12-2275; 13-2275; 14-2275 
Pass-Through Entity:  Indiana Department of Education 
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MIDDLEBURY COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

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 and 
Reporting compliance requirements that have a direct and material effect on the program.  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 misman-
agement of federal funds and assets by not having proper oversight, reviews, and approvals over the activi-
ties of the program. 
  

The School Corporation has not designed or implemented adequate policies or procedures to ensure 
that requests for reimbursement or required reports were accurately prepared.  One person was responsible 
for preparing and submitting the requests and reports.  There was no evidence of segregation of duties, such 
as an oversight or approval process. 
 

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 compli-
ance 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.  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. 
 

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 could enable 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 controls, including segrega-
tion of duties, related to the grant agreement and the compliance requirements noted above. 
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MIDDLEBURY COMMUNITY SCHOOLS 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on April 22, 2015, with Mark D. Snyder, Treasurer; Shirley 
A. Meyer, former Treasurer; Jane A. Allen, Superintendent of Schools; and David Black, President of the 
School Board. 




