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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 GRIFFITH PUBLIC SCHOOLS, LAKE COUNTY, INDIANA 
 
 
 This report is supplemental to our audit report of the Griffith Public Schools (School Corporation), 
for the period from July 1, 2013 to June 30, 2015.  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 statement 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 
 
 
May 17, 2017 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

 
 
 
FINDING 2015-001 - INTERNAL CONTROLS OVER FINANCIAL TRANSACTIONS AND REPORTING 
 

Condition 
 

There were several deficiencies in the internal control system of the School Corporation related to 
financial transactions and reporting. 
 

1. Lack of Segregation of Duties:  The School Corporation had not separated incompatible 
activities related to the following functions: 

 
Cash and Investment Balances:  Bank reconciliations were performed by the Treasurer; 
however, a proper system of oversight or review was not evidenced. 

 
Receipts:  Documentation that receipts were reviewed and had been properly recorded in 
the correct fund and account and for the correct amount, was not evidenced. 

 
Vendor Disbursements: 

 
a. The Treasurer's signature was on most of the Accounts Payable Vouchers via the 
use of a signature stamp.  The signature stamp was maintained by the Accounts 
Payable Clerk who processed the Accounts Payable Vouchers. 

 
b. Various checks were written manually that were not posted to the School 
Corporation's ledger and, subsequently, were not listed on the Accounts Payable 
Voucher registers that were approved by the Treasurer and the School Board. 

 
Payroll Disbursements:  The Payroll Clerk who processed and prepared all payroll checks, 
also entered all individual pay rates, including her own, without a proper system of over-
sight or review.  In addition, the School Corporation used an electronic time clock to track 
actual hours worked by employees.  Supervisors' were assigned the appropriate 
employee's time for approval within the time clock software.  Documentation was not 
provided to verify managements' approval of hours worked for employees whose 
Supervisors were no longer employed by, or had changed location within, the School 
Corporation. 

 
Adjusting Entries:  Adjusting entries lacked supporting documentation and were created by 
one individual without a proper system of oversight or review. 

 
Schedule of Expenditures of Federal Awards (SEFA):  The School Corporation did not 
have a proper system of oversight or review in place to prevent, or detect and correct, 
errors on the SEFA. 

 
2. Monitoring of Controls:  The School Corporation had no process to identify or communicate 

corrective actions to improve controls.  Effective internal controls over financial reporting 
required the School Corporation to monitor and assess the quality of the system of internal 
control. 

 
Criteria 

 
The Indiana State Board of Accounts (SBOA) is required under Indiana Code 5-11-1-27(e) to define 

the acceptable minimum level of internal control standards.  To provide clarifying guidance, the State 
Examiner compiled the standards contained in the manual, Uniform Internal Control Standards for Indiana 
Political Subdivisions.  All political subdivisions subject to audit by SBOA are expected to adhere to these 
standards.  The standards include adequate control activities.  According to this manual: 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

"Control activities are the actions and tools established through policies and procedures that 
help to detect, prevent, or reduce the identified risks that interfere with the achievement of 
objectives.  Detection activities are designed to identify unfavorable events in a timely manner 
whereas prevention activities are designed to deter the occurrence of an unfavorable event.  
Examples of these activities include reconciliations, authorizations, approval processes, per-
formance reviews, and verification processes. 

 
An integral part of the control activity component is segregation of duties. . . . 

 
There is an expectation of segregation of duties.  If compensating controls are necessary, 
documentation should exist to identify both the areas where segregation of duties are not 
feasible or practical and the compensating controls implemented to mitigate the risk. . . ." 

 
"Evaluations are used to determine whether each of the five components of internal control is 
present and functioning.  These evaluations may be conducted on an ongoing or periodic basis.  
The criteria used are developed by the oversight body, elected officials, management, govern-
ing boards, or recognized standard-setting bodies or regulators. . . . 

 
A baseline of the current state of the internal control system is compared against the original 
design of the internal control system.  The baseline consists of issues and deficiencies identi-
fied in the internal control system.  The results of the monitoring process are evaluated and 
documented. . . . 

 
Management remediates identified issues. . . ." 

 
Indiana Code 5-11-10-2(a) states: 

 
"Claims against a political subdivision of the state must be approved by the officer or person 
receiving the goods or services, be audited for correctness and approved by the disbursing 
officer of the political subdivision, and, where applicable, be allowed by the governing body 
having jurisdiction over allowance of such claims before they are paid.  If the claim is against a 
governmental entity (as defined in section 1.6 of this chapter), the claim must be certified by 
the fiscal officer." 

 
Cause 

 
Management of the School Corporation had not established a proper system of internal control. 

 
Effect 

 
The failure to establish controls could have enabled material misstatements or irregularities to 

remain undetected.  The failure to monitor the internal control system placed the School Corporation at risk 
that controls may not have been either designed properly or operating effectively to provide reasonable 
assurance that controls would have prevented, or detected and corrected, material misstatements in a 
timely manner. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 
FINDING 2015-002 - INTERNAL CONTROLS OVER CASH MANAGEMENT, ELIGIBILITY, 
PROCUREMENT AND SUSPENSION AND DEBARMENT, REPORTING, AND SPECIAL TESTS AND 
PROVISIONS - VERIFICATION OF FREE AND REDUCED PRICE APPLICATIONS (NSLP) 
 
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 Numbers):  FY 2014, FY 2015 
Pass-Through Entity:  Indiana Department of Education 
 

Condition 
 

An effective internal control system was not in place at the School Corporation in order to ensure 
compliance with requirements related to the grant agreement and the Cash Management, Eligibility, 
Procurement and Suspension and Debarment, Reporting, and Special Tests and Provisions - Verification 
of Free and Reduced Price Applications (NSLP) compliance requirements. 
 

Cash Management 
 

The School Corporation had not designed or implemented adequate policies and procedures 
to ensure that the School Lunch fund monthly cash balances (Net Cash Resources) were 
limited to the three months average expenditures in compliance with Cash Management 
requirements.  A proper system of oversight, review, or monitoring of the cash balances (Net 
Cash Resources) was not evidenced. 

 
Eligibility and Special Tests and Provisions - Verifications of Free 
and Reduced Price Applications (NSLP) 

 
The School Corporation had not designed or implemented adequate policies or procedures to 
ensure that students' eligibility for free and reduced price lunches was properly determined or 
that the applications for free and reduced price lunches were verified in compliance with 
program requirements.  One employee was solely responsible for the eligibility determinations 
and verifications. 

 
A computer software program was used to determine eligibility; however, one employee 
manually entered family information into the computer software program without a proper 
system of oversight or review to ensure correct information was entered.  In addition, the School 
Corporation did not have any procedures in place to ensure the eligibility guidelines in the 
software program were accurate. 

 
Procurement and Suspension and Debarment 

 
The School Corporation hired a third-party provider to administer their food service program.  
Controls or procedures were not in place to ensure that the provider was not suspended or 
debarred from doing business with the federal government. 

 
Reporting 

 
The School Corporation had not properly designed controls over the Reporting requirements.  
One contracted person completed and submitted the monthly Sponsor Claim (claim for reim-
bursement), the Annual Financial Reports, and the School Food Authority (SFA) Verification 
Collection Reports without a proper system of oversight or review. 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Context 
 

This is a systemic problem.  There were no documented internal controls for these compliance 
requirements during the audit period. 
 

Criteria 
 

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. . . ." 

 
Cause 

 
The School Corporation failed to establish a proper internal control structure to ensure compliance 

with requirements associated with the Cash Management, Eligibility, Procurement and Suspension and 
Debarment, Reporting, and Special Tests and Provisions - Verification of Free and Reduced Price 
Applications (NSLP) compliance requirements. 
 

Effect 
 

The failure to establish internal controls could have enabled material noncompliance to go unde-
tected.  Noncompliance with the grant agreement or the compliance requirements could have resulted in 
the loss of federal funds to the School Corporation. 
 

Questioned Costs 
 

There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls related to the 
grant agreement and the Cash Management, Eligibility, Procurement and Suspension and Debarment, 
Reporting, and Special Tests and Provisions - Verification of Free and Reduced Price Applications (NSLP) 
compliance requirements. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2015-003 - PROGRAM INCOME AND SPECIAL 
TESTS AND PROVISIONS - PAID LUNCH EQUITY 
 
Federal Agency:  Department of Agriculture 
Federal Program:  National School Lunch Program 
CFDA Number:  10.555 
Federal Award Numbers and Years (or Other Identifying Numbers):  FY 2014, FY 2015 
Pass-Through Entity:  Indiana Department of Education 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Condition 
 

The School Corporation had not established an effective internal control system related to the grant 
agreement and the requirements for Program Income and Special Tests and Provisions - Paid Lunch 
Equity. 
 

Controls were not in place to ensure that the School Corporation charged the school lunch prices 
that were approved by the School Board. 
 

On March 13, 2014, the School Board approved a meal price increase for the 2014-2015 school 
year in order to meet Paid Lunch Equity requirements.  All elementary school paid lunches were to be 
increased by $0.10, secondary paid lunches were to be increased by $0.05, adult breakfast and lunches 
were to be increased by $0.05 and $0.10, respectively.  However, the actual amount charged and collected 
for the elementary school paid lunches and the adult breakfast and lunches did not include the approved 
increase.  The loss of program income to the School Corporation for the elementary school paid lunches 
and adult meals was $4,592.70 and $285.60, respectively. 
 

Context 
 

This is a systemic problem since the approved increased prices were not properly updated in the 
software system.  School Board approved rates were not properly charged or collected for all schools during 
the 2014-2015 school year. 
 

Criteria 
 

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. . . ." 

 
7 CFR 210.14(e) states in part: 

 
"Pricing paid lunches.  For each school year beginning July 1, 2011, school food authorities 
shall establish prices for paid lunches in accordance with this paragraph.  

 
(1) Calculation procedures.  Each school food authority shall: 

 
(i) Determine the average price of paid lunches.  The average shall be determined 
based on the total number of paid lunches claimed for the month of October in the 
previous school year, at each different price charged by the school food authority. 

 
(ii) Calculate the difference between the per meal Federal reimbursement for paid and 
free lunches received by the school food authority in the previous school year (i.e., the 
reimbursement difference); 

 
(iii) Compare the average price of a paid lunch under paragraph (e)(1)(i) of this section 
to the difference between reimbursement rates under paragraph (e)(1)(ii) of this 
section. . . ." 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

7 CFR 210.15(b) states in part: 
 

"Recordkeeping summary.  In order to participate in the Program, a school food authority or a 
school, as applicable, must maintain records to demonstrate compliance with Program require-
ments.  These records include but are not limited to: . . . . 

 
(6) Records to document compliance with the requirements in §210.14(e); . . ." 

 
Cause 

 
The School Corporation had not developed a system of internal controls to ensure compliance with 

Program Income and Special Tests and Provisions - Paid Lunch Equity compliance requirements. 
 

Effect 
 

The failure to establish an effective internal control system enabled noncompliance to go unde-
tected.  Noncompliance with the grant agreement and the compliance requirements resulted in the loss of 
program income and could have resulted in the loss of federal funds to the School Corporation. 
 

Questioned Costs 
 

There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls to ensure com-
pliance and comply with the Program Income and Special Tests and Provisions - Paid Lunch Equity com-
pliance requirements. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2015-004 - INTERNAL CONTROLS OVER ELIGIBILITY, PERIOD OF AVAILABILITY, 
REPORTING, AND SPECIAL TESTS AND PROVISIONS - COMPARABILITY, HIGHLY QUALIFIED 
TEACHERS AND PARAPROFESSIONALS, AND ASSESSMENT SYSTEM SECURITY 
 
Federal Agency:  Department of Education 
Federal Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
Federal Award Numbers and Years (or Other Identifying Numbers):  13-4700, 14-4700, 15-4700 
Pass-Through Entity:  Indiana Department of Education 
 

Condition 
 

An effective internal control system was not in place at the School Corporation in order to ensure 
compliance with requirements related to the grant agreement and the following compliance requirements: 
Eligibility, Period of Availability, Reporting, and Special Tests and Provisions - Comparability, Special Tests 
and Provisions - Highly Qualified Teachers and Paraprofessionals, and Special Tests and Provisions - 
Assessment System Security. 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Eligibility 
 

The grant application included the Eligible School Summary report which included the data 
used to make the schools eligibility determination.  Evidence that an official verified the poverty 
numbers and student counts or non-public enrollment numbers used in the Eligible School 
Summary was not documented. 

 
Period of Availability, Reporting, Special Tests and Provisions - Comparability 

 
Documentation was not provided that someone other than the Treasurer reviewed activities 
and transactions for compliance with the Period of Availability requirements. 

 
School Corporation officials indicated that one employee prepared and submitted the Final 
Expenditure Report without oversight or review. 

 
Documentation was not provided that someone other than the preparer reviewed the com-
parability report or the data contained in the comparability report prior to its submission. 

 
Special Tests and Provisions - Highly Qualified Teachers and Paraprofessionals 

 
Controls were not in place to ensure that all Title I paraprofessionals were highly qualified 
before they were hired. 

 
Special Tests and Provisions - Assessment System Security 

 
The appropriate administration and building personnel certified the Indiana Testing Security 
and Integrity Agreement that documented their understanding of the School Corporation's test 
security measures and policies.  However, the control was not properly implemented since not 
all certifications were provided. 

 
Context 

 
It was determined that these were systemic problems.  There was no evidence of controls over 

Eligibility, Period of Availability, Reporting, and Special Tests and Provisions - Comparability, Special 
Tests and Provisions - Highly Qualified Teachers and Paraprofessionals, and Special Tests and 
Provisions - Assessment System Security during the audit period. 
 

Criteria 
 

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. . . ." 

 
Cause 

 
The School Corporation failed to establish an effective internal control structure to ensure compli-

ance with the requirements noted above. 
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GRIFFITH PUBLIC SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Effect 
 

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 have also allowed noncompliance with the compliance requirements 
and allowed the misuse and mismanagement of federal funds and assets by not having proper oversight, 
reviews, and approvals over the activities of the program. 
 

Questioned Costs 
 

There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls related to the 
grant agreement and the Eligibility, Period of Availability, Reporting, and Special Tests and Provisions - 
Comparability, Special Tests and Provisions - Highly Qualified Teachers and Paraprofessionals, and 
Special Tests and Provisions - Assessment System Security compliance requirements. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2015-005 - SPECIAL TESTS AND PROVISIONS - SCHOOLWIDE PROGRAMS 
 
Federal Agency:  Department of Education 
Federal Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
Federal Award Numbers and Years (or Other Identifying Numbers):  13-4700, 14-4700, 15-4700 
Pass-Through Entity:  Indiana Department of Education 
 

Condition 
 

The School Corporation had not established an effective internal control system related to the grant 
agreement and the requirements for Special Tests and Provisions - Schoolwide Programs. 
 

The School Corporation could not provide documentation that the required needs assessments or 
schoolwide plans for the 2013-2014 or 2014-2015 school years were created, developed, reviewed, and 
annually evaluated. 
 

Context 
 

This was a systemic problem.  Documentation was not provided to support the Special Tests and 
Provisions - Schoolwide Programs requirements. 
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FEDERAL FINDINGS 

(Continued) 
 
 

Criteria 
 

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. . . ." 

 
34 CFR 74.53(b) states in part: 

 
"Financial records, supporting documents, statistical records, and all other records pertinent to 
an award shall be retained for a period of three years from the date of submission of the final 
expenditure report or, for awards that are renewed quarterly or annually, from the date of the 
submission of the quarterly or annual financial report, as authorized by the Secretary. . . ." 

 
Cause 

 
The School Corporation had not developed a system of internal controls to ensure that documenta-

tion was maintained and made available for audit relating to the Special Tests and Provisions - Schoolwide 
Programs compliance requirement. 
 

Effect 
 

The failure to retain or provide appropriate supporting documentation prevented the determination 
of the School Corporation's compliance with the Special Tests and Provisions - Schoolwide Program 
requirements. 
 

Questioned Costs 
 

There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls to ensure that 
documentation was maintained and made available for audit relating to the Special Tests and Provisions - 
Schoolwide Programs requirements. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
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GRIFFITH PUBLIC SCHOOLS 
AUDIT RESULTS AND COMMENTS 

 
 
PREPAID SCHOOL LUNCH ACCOUNT 
 

The School Corporation recorded all school lunch collections directly into the School Lunch fund.  
The School Corporation posted the prepaid activity under a separate account number within the School 
Lunch fund.  A separate clearing account for the prepaid food account activity had 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).  Subsidiary records by student should be 
routinely reconciled to the cash balance and at month end.  (The School Administrator and Uniform 
Compliance Guidelines, Volume 183) 
 
 
ANNUAL FINANCIAL REPORT 
 

The 2015 School Corporation's Annual Financial Report did not include $751,208 in Accounts 
Payable as of June 30, 2015. 
 

The Pension Bond outstanding on the Schedule of Leases and Debt was overstated $235,000 as 
of June 30, 2015.  In addition, the amount of Principal and Interest Due within One Year of $409,052 was 
not reported as required. 
 

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." 

 
Units are required to comply with all grant agreements, rules, regulations, bulletins, directives, 

letters, letter rulings, court decisions, and filing requirements concerning reports and other procedural 
matters of federal and state agencies.  Units must file accurate reports required by federal and state 
agencies.  Noncompliance may require corrective action.  (Accounting and Uniform Compliance Guidelines 
Manual for Indiana Public School Corporations, Chapter 1) 
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GRIFFITH PUBLIC SCHOOLS 
EXIT CONFERENCE 

 
 
 The contents of this report were discussed on May 17, 2017, with Jeannette E. Bapst, former 
Treasurer; Kathleen Dowling, former Treasurer; Meghan Damron, Treasurer; Dr. Peter Morikis, 
Superintendent of Schools; Gary Sutton, President of the School Board; and George Jerome, Director of 
Finance and Operations. 




