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PORTAGE TOWNSHIP SCHOOLS 
FEDERAL FINDINGS 

 
 
 
FINDING 2015-001 - ALLOWABLE COSTS/COST PRINCIPLES  
 
Federal Agency:  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 Years:  FY 2013-14, FY 2014-15 
Pass-Through Entity:  Indiana Department of Education 
 

The School Corporation operated a Food Service Program, which was the recipient of federal funding 
from the School Breakfast Program, National School Lunch Program, and Summer Food Service Program.  
All transactions related to the Food Service Program were recorded in the School Lunch fund.  This included, 
but was not limited to, salaries and benefits, food purchases, supplies, and all revenue generated by the Food 
Service Program. 
 

The School Corporation had not established an effective internal control system, which would include 
segregation of duties, related to the grant agreement and the compliance requirement for Allowable 
Costs/Cost Principles.  A lack of segregation of duties within an internal control system could also allow non-
compliance 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 programs. 
 

Management of the School Corporation had not established an effective internal control system, to 
ensure that only allowable and adequately documented payroll costs were paid with the Food Service 
Program funds.  An oversight, review, or approval process had not been established to ensure that proper 
documentation was maintained for salaries paid from food service for employees who also worked in a non-
federal activity. 
 

An internal control system should be designed and operate effectively 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. 
 

The School Lunch fund was used for the payment of food service employees' wages.  Funds related to 
food service were also used to pay a percentage of an administrative corporation employee's salary for fiscal 
years 2013-2014 and 2014-2015.  The administrative employee did not maintain personnel activity reports to 
support the distribution of a portion of their salary to the School Lunch fund.  The amount of the administrative 
salary charged to the federal program without proper supporting documentation totaled $49,461 and is 
considered a questioned cost.  
 

OMB Circular A-87, Attachment B, Section (8)(h)(4), states: 
 

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: 
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PORTAGE TOWNSHIP SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

(a) More than one Federal award,  
 

(b) A Federal award and 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 noncompliance to go undetected.  The failure to 

comply with 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 com-
pliance and comply with the Allowable Costs/Cost Principles requirement of the programs.   
 
 
FINDING 2015-002 - CASH MANAGEMENT 
 
Federal Agency:  Department of Agriculture 
Federal Programs:  School Breakfast Program, National School Lunch Program 
CFDA Numbers:  10.553, 10.555 
Federal Award Years:  FY 2013-14, FY 2014-15 
Pass-Through Entity:  Indiana Department of Education 
 

The School Corporation had not established an effective internal control system, which would include 
segregation of duties, related to the grant agreement and the compliance requirement for Cash Management.  
A lack of segregation of duties within an internal control system could also allow noncompliance with com-
pliance 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 programs. 
 

The School Corporation had not designed or implemented adequate policies and procedures to 
ensure that the School Lunch fund monthly cash balances were limited to the average expenditures for three 
months.  An oversight, review, or monitoring of the cash balances had not been established. 
 

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 type of 
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 programs.  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. 
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PORTAGE TOWNSHIP SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

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 School Corporation maintained cash balances that exceeded the average expenditures for 3 

months during 16 months of the 24 month audit period.  The cash account balances exceeded the average 
expenditures for 3 months in amounts between $1,060,347 to $1,491,411 for the 2013-2014 school year.  The 
cash account balances exceeded the average expenditures for 3 months in amounts between $1,105,561 to 
$1,494,229 for the 2014-2015 school year. 
 

7 CFR section 210.14(b) states: 
 

"Net cash resources.  The school food authority shall limit its net cash resources to an amount 
that does not exceed 3 months average expenditures for its nonprofit school food service or such 
other amount as may be approved by the State agency in accordance with § 210.19(a)." 

 
7 CFR 220.7(e)(1)(iv) states:  "Limit its net cash resources to an amount that does not exceed three 

months average expenditure for its nonprofit school food service or such other amount as may be approved 
by the State agency; . . ." 

 
The failure to establish internal controls enabled noncompliance to go undetected.  Failure to comply 

with the Cash Management Provisions of the grant could result in sanctions from the pass-through agency.   
 

We recommended that the School Corporation's management establish controls to ensure com-
pliance and comply with the Cash Management requirement of the programs. 
 
 
FINDING 2015-003 - SPECIAL EDUCATION CLUSTER 
 
Federal Agency:  Department of Education 
Federal Programs:  Special Education-Grants to States, Special Education-Preschool Grants 
CFDA Numbers:  84.027, 84.173 
Federal Award Numbers:  14212-050-PN01, 14213-050-PN01, 14214-050-PN01, 14215-050-PN01, 

99914-050-TA01, 45714-050-PN01, 45715-050-PN01  
Pass-Through Entity:  Indiana Department of Education 
 

Management of the School Corporation had not established an effective internal control system, 
which would include segregation of duties, related to the grant agreement and the following compliance re-
quirements:  Activities Allowed or Unallowed, Allowable Costs/Cost Principles, Level of Effort - Maintenance 
of Effort, and Period of Availability.  The failure to establish an effective internal control system placed 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 programs. 
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PORTAGE TOWNSHIP SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Activities Allowed or Unallowed and Allowable Costs/Cost Principles 
 

Over 95 percent of the grant expenditures were for payroll and related benefit costs for special 
education personnel.  One employee was responsible for the preparation, recording, and pay-
ment of the bi-weekly payroll and related benefit costs.  There was no evidence of an oversight 
or review process.  Policies or procedures have also not been designed or implemented to 
ensure that required periodic certifications are prepared for all personnel paid solely from federal 
funds or that timesheets for hourly employees indicate the program or fund from which the 
employee will be paid. 

 
Level of Effort - Maintenance of Effort (MOE) 

 
The School Corporation had not designed or implemented policies and procedures to ensure that 
the MOE calculation was accurate or that supporting documentation was maintained.  One 
individual calculated and reported the MOE.  An oversight, review, or approval process had not 
been established.  

 
Period of Availability 

 
The School Corporation historically expended the available funds in advance of the end of the 
period of availability.  However, evidence of a review process was not noted to ensure that grant 
funds were disbursed within the period of availability and that expenditures were not made from 
expired grant funds. 

 
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 type of 
compliance requirement of a federal program will be prevented, 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 have 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 controls, including segrega-
tion of duties, related to the grant agreement and the compliance requirements listed above. 
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PORTAGE TOWNSHIP SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 
FINDING 2015-004 - INTERNAL CONTROL OVER CHILD NUTRITION CLUSTER 
 
Federal Agency:  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 Years:  FY 2013-14, FY 2014-15 
Pass-Through Entity:  Indiana Department of Education 
 

Management of the School Corporation had not established an effective internal control system, 
which would include segregation of duties, related to the grant agreement and the Activities Allowed or 
Unallowed, Reporting, and Special Tests and Provisions - Paid Lunch Equity compliance requirements.  The 
failure to establish an effective internal control system placed 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 programs. 
 

Activities Allowed or Unallowed 
 

The School Corporation had not designed or implemented adequate policies or procedures to 
ensure that payroll disbursements were only for food service operating and administrative costs 
and the appropriate supporting documentation was in agreement with the payroll disbursements. 
An oversight, review, or approval process had not been established for the payroll disbursements 
posted to the School Lunch fund.  

 
Reporting  

 
The School Corporation had not designed or implemented adequate policies or procedures to 
ensure that the Verification Summary Report was accurate.  One employee was responsible for 
preparing and submitting the reports.  An oversight, review, or approval process had not been 
established. 

 
Special Tests and Provisions - Paid Lunch Equity  

 
The School Corporation had not designed or implemented adequate policies or procedures to 
ensure that paid lunch equity was properly determined and implemented.  There was no seg-
regation of duties, such as an oversight, review, or approval process.  The Food Service Director 
used a calculator on the Indiana Department of Education website to calculate the weighted 
average meal price, then compared the meal price to the paid lunch equity rate provided by the 
Indiana Department of Education.  There was no review process to verify the data that had been 
input into the calculator, including both meal counts and meal prices for the prior school year, 
were correct or that the appropriate changes had been made, if applicable.  

 
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 
have an effective internal control system, it is important to have proper segregation of duties.  This is accom-
plished 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. 
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PORTAGE TOWNSHIP SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

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 have 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 establish controls, including segregation of duties, 
related to the grant agreement and the compliance requirements listed above. 
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PORTAGE TOWNSHIP SCHOOLS 
AUDIT RESULTS AND COMMENTS 

 
 
 
AVERAGE DAILY MEMBERSHIP (ADM) - INCORRECT REPORTING TO THE STATE 
 

The information presented for audit indicated enrollment figures on Form No. 30A, Report of Average 
Daily Membership (ADM) for State Support was incorrect for the school years ending June 30, 2014 and 
2015. 
 

The enrollment count dates for the 2013-2014 and 2014-2015 school years were September 13, 
2013, and February 3, 2014; and September 12, 2014, and February 2, 2015, respectively.  The differences 
between the count reported on the ADM and the verified figures are shown below: 
 

 
School Officials should contact the Indiana Department of Education, Division of School Finance, to 

determine possible steps to be taken to correct any overpayment/underpayment applicable to the School 
Corporation because of incorrect reporting.  (Accounting and Uniform Compliance Guidelines Manual for 
Indiana Public School Corporations, Chapter 8) 
 
 
CURRICULAR MATERIALS RENTAL CHARGES AND EDUCATIONAL FEES 
 

The School Corporation did not approve the High School textbook rental fees for the 2013-2014 
school year. 
 

In addition, the School Corporation did not obtain the opinion of an attorney for any educational fees 
established by the School Board and whether or not they violate the Indiana constitution. 
 

During the audit period, Indiana Code 20-26-12-2 stated in part: 
 

"(a) A governing body may purchase from a publisher any curricular material selected by the 
proper local officials.  The governing body may rent the curricular materials to students enrolled 
in any public or nonpublic school that is: 

 
(1) in compliance with the minimum certification standards of the state board; and 

 
(2) located within the attendance unit served by the governing body. 

 
 
 

Count as Actual Over - 

Reported on Enrollment (Under)

School Years Description Form 30A Figures Difference

2013-2014  ADM - K through12 15,344 15,350 (6)

2014-2015  ADM - K through12 15,171 15,176 (5)
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PORTAGE TOWNSHIP SCHOOLS 
AUDIT RESULTS AND COMMENTS 

(Continued) 
 
 

The annual rental rate may not exceed twenty-five percent (25%) of the retail price of the 
curricular materials. 

 
(b) Notwithstanding subsection (a), the governing body may not assess a rental fee of more 
than fifteen percent (15%) of the retail price of curricular materials that have been: 

 
(1) extended for usage by students under section 24(e) of this chapter; and 

 
(2) paid for through rental fees previously collected." 

 
Indiana Code 20-26-4-1(d) concerning duties of the School Corporation Treasurer, states in part: 

 
"The treasurer is the official custodian of all funds of the school corporation and is responsible for the 
proper safeguarding and accounting for the funds."  Therefore, all grant monies and properly 
authorized fees at an individual building should be transferred to the School Corporation Central 
Office on a timely and regular basis for receipting into the appropriate school corporation fund.  The 
School Corporation Attorney should provide written guidance concerning whether fees are 
appropriate in regards to Constitutional provisions.  (Accounting and Uniform Compliance Guidelines 
Manual for Indiana Public School Corporations, Chapter 8) 

 
 
COLLECTIVE BARGAINING AGREEMENT 
 

The School Corporation did not post the collective bargaining agreement on the School Corporation's 
website.  In addition, there was no evidence that the School Corporation posted the Non-Teaching Certified 
Employee contracts on the school website. 
 

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." 
 

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." 
 
 



 

Dr. Richard Weigel 

Superintendent of Schools 

Dr. Debra Dudek 

Assistant Superintendent 
Linda Williams 

Director of Title and Special 
Student Programs 
Wendy Kulczyk 

Director of Finance 

Debra Wysong JD 

Director of Human Resources 

 

PORTAGE TOWNSHIP SCHOOLS 
 

6240 U.S. Highway 6                         Portage, Indiana 46368-5057 

Phone (219) 762-6511                                      FAX (219) 763-8009 

 

 

OFFICIAL RESPONSE 
 

 

 

Board Of School 

Trustees 

          Jessica Bailey 
Debra Ekdahl 
Andy Maletta 

Rhonda A. Nelson 
Cheryl Oprisko 

 

 

 

This letter is in response to the Audit Results and Comments presented by the State Board of 

Accounts’ Field Examiners during the review of the audit period July 1, 2013 through June 30, 

2014 and July 1, 2014 through June 30, 2015. 

AVERAGE DAILY MEMBERSHIP (ADM) – INCORRECT REPORTING TO THE STATE 

The Field Examiners determined that the School Corporation underreported actual enrollment 

figures for the two-year audit period by six (6) and five (5) students, respectively.  

 The School Corporation has contacted the Department of Education to determine the cause of 

the discrepancy and to seek the funding due to the School Corporation. 

CURRICULAR MATERIALS RENTAL CHARGES  

The Field Examiners determined that the High School textbook rental fees for the 2014-2015 

school-year were approved by the School Board of Trustees, but the High School textbook rental 

fees for the 2013-2014 school-year were not.  

  

The School Corporation presented the memo that was provided to the Board of School Trustees 

prior to the meeting on May 13
th

, 2013.  This memo explains the textbook rental rates for grades 

K through 8 and the textbook rental rates for high school students. The School Corporation 

agrees that the high school textbook rental rates are not referred to in the Board Minutes. 

 

The Field Examiners determined that the School Corporation did not obtain the opinion of an 

attorney as to whether educational fees charged violated the Indiana constitution.   

 

The Directive to obtain an attorney opinion was issued by the State Examiner in August 2015. 

The receipt of the Directive was outside of the audit period and after the 2015-2016 textbook 

rental fees were approved by the School Board of Trustees.    

 

The School Corporation intends to seek an attorney opinion after the 2016-2017 school-year 

curriculum is approved by the School Board of Trustees and textbook rental fees are determined.  
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The School Corporation maintains that Indiana Code 20-26-12-2 was followed when textbook 

rental fees were established for 2013-2014 and 2014-2015 school-years. 

 

COLLECTIVE BARGAINING AGREEMENT 

 

The Field Examiners stated that the School Corporation did not post the collective bargaining 

agreement on the School Corporation’s website.   In addition, the comment states, “there was no 

evidence that the School Corporation posted the Non-Teaching Certified Employee contracts on 

the school website.” 

 

The School Corporation implemented a new website the second week of January 2016.  The 

collective bargaining agreement was available on the previous website.  The collective 

bargaining agreement is now available on the new Portage Township Schools website, 

www.portage.k12.in.us.   The non-teaching certified employee contracts will be available on the 

district website after the signed agreements have been returned to the Superintendent. 

 

Wendy Kulczyk 

Director of Finance 

Portage Township Schools 
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PORTAGE TOWNSHIP SCHOOLS 
EXIT CONFERENCE 

 
 
 The contents of this report were discussed on April 21, 2016, with Wendy Kulczyk, Treasurer; Richard 
Weigel, Superintendent of Schools; Andy Maletta, President of the School Board; and Dan Toleikis, Assistant 
Finance Director. 




