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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 EAST NOBLE SCHOOL CORPORATION, NOBLE COUNTY, INDIANA

This report is supplemental to our audit report of the East Noble School Corporation (School
Corporation), for the period from July 1, 2014 to June 30, 2016. It has been provided as a separate report
so that the reader may easily identify any Federal Findings 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 Finding, identified in the above referenced audit report, is included in this report.

Any Corrective Action Plan for the Federal Finding, incorporated within this report, was not verified
for accuracy.

Paul D. Joyce, CPA
State Examiner

February 8, 2018



EAST NOBLE SCHOOL CORPORATION
FEDERAL FINDING

FINDING 2016-001

Subject: Special Education Cluster (IDEA) - Allowable Costs/Cost Principles

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 and Years (or Other Identifying Numbers): 14214-046-PNO1, 14215-046-PNO1,
14216-044-PN01, 99914-46-TA01,
45715-046-PN01, 45716-044-PNO1

Pass-Through Entity: Indiana Department of Education

Compliance Requirement: Allowable Costs/Cost Principles

Audit Findings: Material Weakness, Other Matters

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 Allowable Costs/Cost Principles
compliance requirement. Personnel Activity Reports or other documentation of personnel expenses for
employees who worked on multiple activities or cost objectives during the audit period were not completed
or presented. Semi-Annual Certifications or other documentation of personnel expenses for employees
whose salaries were paid 100 percent out of the grant funds were not completed or presented.

Context

The lack of controls and the noncompliance were systemic issues, which occurred throughout the
audit period and enabled noncompliance with the Allowable Costs/Cost Principles requirements.

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. . . ."

2 CFR 200.303 states in part:
"The non-Federal entity must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in
compliance with Federal statutes, regulations, and the terms and conditions of the Federal
award. These internal controls should be in compliance with guidance in 'Standards for
Internal Control in the Federal Government' issued by the Comptroller General of the
United States or the 'Internal Control Integrated Framework', issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). . . ."



EAST NOBLE SCHOOL CORPORATION
FEDERAL FINDING
(Continued)

OMB Circular A-87, Attachment B, section 8h states in part:

". .. (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 semi-annually and will be signed by the employee or
supervisory official having first hand 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 sub-
section (6)) or other substitute system has been approved by the cognizant Federal agency.
Such documentary support will be required where employees work on:

(@)
(b)
(c)
(d)

(e)

More than one Federal award,
A Federal award and a non-Federal award,
An indirect cost activity and a direct cost activity,

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

An unallowable activity and a direct or indirect cost activity. . . ."

2 CFR 200.430(i) states in part:

"Standards for Documentation of Personnel Expenses (1) Charges to Federal awards for salaries
and wages must be based on records that accurately reflect the work performed. These records

must:

(i)

Cause

Be supported by a system of internal control which provides reasonable assurance
that the charges are accurate, allowable, and properly allocated;

Be incorporated into the official records of the non-Federal entity;

Reasonably reflect the total activity for which the employee is compensated by the
non-Federal entity, not exceeding 100% of compensated activities (for IHE, this per
the IHE's definition of IBS); . . .

Support the distribution of the employee's salary or wages among specific activities
or cost objectives if the employee works on more than one Federal award; a Federal
award and non-Federal award; an indirect cost activity and a direct cost activity; two
or more indirect activities which are allocated using different allocation bases; or an
unallowable activity and a direct or indirect cost activity. . . ."

Management of the School Corporation had not developed an effective internal control system that
would have ensured compliance with the Allowable Costs/Cost Principles compliance requirement.



EAST NOBLE SCHOOL CORPORATION
FEDERAL FINDING
(Continued)
Effect
The failure to establish an effective internal control system enabled noncompliance to go
undetected. Noncompliance with the grant agreement and the compliance requirement could have resulted
in the loss of funds to the School Corporation.
Questioned Costs
There were no questioned costs identified.
Recommendation
We recommended that the School Corporation's management establish controls, including
segregation of duties, to ensure compliance with the Allowable Costs/Cost Principles compliance
requirement.

Views of Responsible Officials

For the views of the responsible officials, refer to the Corrective Action Plan that is part of this
report.
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East Noble School Corporation

Date: January 12,2018
Corrective Action Plan

Finding 2016-001

Contact Person Responsible for Corrective Action: Brian Leitch, Business Manager / Treasurer
Contact Phone Number: 260-347-2502
Contact Email: bleitch(@eastnoble.net

Views of Responsible Official: We concur with the finding.

Description of Corrective Action Plan: East Noble School Corporation acknowledges that the use of Time
& Effort logs and Semi-Annual Certifications will need to be completed per uniform guidance. Semi-
Annual certification forms will be completed for all staff who are paid from the Federal Special Education
Part B dollars and spend 100% of their time in Special Education. All other staff who spend a portion of
their time, paid by the Federal Part B Special Education Grant, and other funds will require Time and
Effort logs to be completed and kept on file. The Special Education Coordinator will verify that these
forms are completed per uniform guidance, and retained on file for all Special Education who are paid in
full or in part by the Federal Special Education Part B Grant.

Anticipated Completion Date: February 1, 2018

(215

Brian Leitch
Business Manager / Treasurer
East Noble School Corporation

Maximize Potential in All People Every Day.
126 West Rush Street, Kendallville, IN 46755 * 260-347-2502

www.eastnoble.net
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EAST NOBLE SCHOOL CORPORATION
EXIT CONFERENCE

The contents of this report were discussed on February 8, 2018, with Brian A. Leitch, Business
Manager/Treasurer; Ann W. Linson, Superintendent of Schools; David Desper, President of the School
Board; Brent Durbin; School Board member; Barbara Babcock, School Board member; Mary Casselman,
Deputy Treasurer; Becca Lamon, Assistant Superintendent of Schools; Matt Stinson, Special Education
Coordinator; and Rebecca Perkins, Federal Program Administrator.





