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FORT WAYNE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

 
 
 
FINDING 2015-001 - ELIGIBILITY AND SPECIAL TESTS AND PROVISIONS 
 
Federal Agency:  Department of Agriculture 
Federal Programs:  School Breakfast Program, National School Lunch Program 
CFDA Numbers:  10.553, 10.555 
Federal Award Numbers and Years (or Other Identifying Number):  FY 13-14, FY 14-15 
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, such as an oversight or approval process, related to the following 
compliance requirements that have a direct and material effect to the programs:  Eligibility and Special Tests 
and Provisions - Verification of Free and Reduced Price Applications. 

 
Eligibility 
 
The School Corporation has not designed or implemented adequate policies and procedures to 
ensure that eligibility for free and reduced price meals was accurately determined.  One person 
was exclusively responsible for entering applications into NutriKids, the computer program that 
determines eligibility.  While other employees provided assistance in eligibility determination, 
there was no segregation of duties, such as an oversight, review, or approval process, over 
Eligibility compliance requirements. 
 
Special Tests and Provisions - Verification of Free and Reduced Price Applications 
 
The School Corporation has not designed or implemented adequate policies and procedures to 
ensure that the verifications of free and reduced price applications were in compliance with the 
requirements, accurate, or subjected to review.  One person was exclusively responsible for 
completing the verification of free and reduced price applications.  While other employees pro-
vided some assistance during the verification process, there was no segregation of duties, such 
as an oversight, review, or approval process, over compliance with the Verification of Free and 
Reduced Applications (NSLP) requirements. 
 
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 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. 
 

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.  Non-

compliance with the grant agreement or the compliance requirements could result in the loss of federal funds 
to the School Corporation. 
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FORT WAYNE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

We recommended that the School Corporation's management establish and implement controls, 
including segregation of duties, related to the grant agreement and compliance requirements noted above 
that have a direct and material effect on the programs. 
 
 
FINDING 2015-002 - CASH MANAGEMENT 
 
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 Numbers and Years (or Other Identifying Number):  FY 13-14, FY 14-15 
Pass-Through Entity:  Indiana Department of Education 
 

Internal Controls 
 

Management of the School Corporation has not established an effective internal control system, 
which would include segregation of duties, such as an oversight or approval process, related to the grant 
agreement and the Cash Management compliance requirement. 

 
The School Corporation has not designed or implemented adequate policies and procedures relating 

to the School Lunch fund monthly cash balances.  The Nutrition Services Director was the only person 
responsible for ensuring that the School Lunch fund's net cash resources were limited to the average expen-
ditures for three months.  An oversight, review, or approval process has 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 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 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. 

 
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." 
 

Compliance 
 

The average expenditures for three months for the fiscal 2014 and 2015 school years were 
$4,345,896 and $4,496,853, respectively.  The School Lunch fund's net cash resources were maintained 
at an amount in excess of average expenditures for three months throughout the entire audit period.  The 
Nutrition Services Director indicated the School Corporation was aware of the matter and has been 
developing a plan to spend down the excess cash balances; however, there was no official plan in place 
to ensure the reduction of the balance. 
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FORT WAYNE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

7 CFR 210.14(b) states in part: 
 
"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 material noncompliance to go undetected.  Non-

compliance 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 and implement controls, 

including segregation with duties, related to the grant agreement and the Cash Management compliance 
requirement.  Additionally, we recommended that the School Corporation comply with Cash Management 
requirements.   
 
 
FINDING 2015-003 - SUSPENSION AND DEBARMENT 
 
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 Numbers and Years (or Other Identifying Number):  FY 13-14, FY 14-15 
Pass-Through Entity:  Indiana Department of Education 
 

Internal Control 
 
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 Suspension and 
Debarment compliance requirement. 
 

The School Corporation has not designed or implemented adequate policies and procedures to en-
sure that school food contractors were not suspended or debarred.  An oversight, review, or approval process 
has 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 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 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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FORT WAYNE COMMUNITY 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." 
 

Compliance 
 

During the audit period, the School Corporation accepted food service bids exceeding $25,000 from 
11 vendors.  However, the School Corporation did not verify that the school food contractors were not sus-
pended or debarred.  The communications with the food supply bidders did not contain any statements 
regarding suspended or debarred parties.  A search of the System of Award Manager Center website 
revealed no active exclusions for any of the 11 vendors.  

 
2 CFR 180.300 states: 
 
"When you enter into a covered transaction with another person at the next lower tier, you must 
verify that the person with whom you intend to do business is not excluded or disqualified. 
 
You do this by: 

 
(a) Checking the SAM exclusions; or 
  
(b) Collecting a certification from that person; or 
 
(c) Adding a clause or condition to the covered transaction with that person." 

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

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

 
We recommended that the School Corporation's management establish and implement controls, 

including segregation of duties, related to the grant agreement and compliance requirement for Suspension 
and Debarment.  Additionally, we recommended that the School Corporation comply with Suspension and 
Debarment requirements.   
 
 
FINDING 2015-004 - REPORTING 
 
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 Numbers and Years (or Other Identifying Number):  FY 13-14, FY 14-15 
Pass-Through Entity:  Indiana Department of Education 
 

Internal Controls 
 
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 Reporting compliance 
requirement. 
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FORT WAYNE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

The School Corporation has not designed or implemented adequate policies or procedures to ensure 
that the Annual Financial Report (AFR) that is required to be submitted at the end of each fiscal year or the 
monthly Requests for Reimbursement were accurate.  The reports were not subjected to review to ensure 
that they were accurate.  An oversight, review, or approval process has 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 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 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. 

 
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." 

 
Compliance  

 
The AFR filed by the School Corporation with the Indiana Department of Education for the fiscal 

years ending June 30, 2014 and 2015, did not agree with the School Corporation's financial records.  
There was one income item reported twice and three expense items that were not in agreement with the 
financial records. 

 
7 CFR 3016.20(b) states in part: 
 
"The financial management systems of other grantees and subgrantees must meet the following 
standards: 
 

(1) Financial reporting.  Accurate, current, and complete disclosure of the financial results of 
financially assisted activities must be made in accordance with the financial reporting 
requirements of the grant or subgrant. . . . 

 
(6) Source documentation.  Accounting records must be supported by such source docu-

mentation as cancelled checks, paid bills, payrolls, time and attendance records, con-
tract and subgrant award documents, etc. . . ." 

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

compliance 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 and implement controls, 

including segregation of duties, related to the grant agreement and compliance requirements for Reporting.  
Additionally, we recommended that the School Corporation comply with the Reporting requirements. 
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FORT WAYNE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 
FINDING 2015-005 - CASH MANAGEMENT AND REPORTING 
 
Federal Agency:  Department of Education 
Federal Program:  Teacher Incentive Fund 
CFDA Number:  84.374 
Federal Award Numbers and Years (or Other Identifying Number):  S374A120057-12/13, 

S374A120057-13/14,  
S374A120057-14/15 

Pass-through Entity:  N/A - Direct Grant 
 

Management of the School Corporation has not established an effective internal control system, 
which would include segregation of duties, such as an oversight or approval process, related to the following 
compliance requirements that have a direct and material effect to the program:  Cash Management and 
Reporting. 
 

Cash Management and Reporting 
 

The School Corporation has not designed or implemented adequate policies or procedures to 
ensure that costs were paid before reimbursement was requested and Requests for 
Reimbursements were accurately prepared.  An oversight, review, or approval process had not 
been evidenced.  One person was solely responsible for preparing and submitting all requests 
and reports.   

 
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. 
 

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 and implement controls, 
including segregation of duties, related to the grant agreement and compliance requirements noted above 
that have a direct and material effect on the programs. 
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FORT WAYNE COMMUNITY SCHOOLS 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on April 14, 2016, with Sherry Nidlinger, Treasurer; 
Melissa Gaskill, Deputy Treasurer; Jordan Lebamoff, School Board member; Glenna Jehl, School Board 
member; Dr. Wendy Robinson, Superintendent of Schools; Kathy Friend, Chief Financial Officer; Stefan 
Pittenger, Director of Fiscal Affairs; and Candice Hagar, Director of Nutrition. 




