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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 WA-NEE COMMUNITY SCHOOLS, ELKHART COUNTY, INDIANA 
 
 
 This report is supplemental to our audit report of the Wa-Nee Community Schools (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 Findings, identified in the above referenced audit report, are included in this report and 
should be viewed in conjunction with the Audit Result and Comment 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 Result and Comment contained herein describes the identified reportable instance 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 Result and 
Comment, incorporated within this report, were not verified for accuracy. 
 
 

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
May 24, 2018 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

 
 
 
FINDING 2016-001 
  
Subject:  Financial Transactions and Reporting 
Audit Finding:  Material Weakness 
  

Repeat Finding 
  

This is a repeat of Finding 2014-001 from the immediately prior audit. 
 

Condition 
  

There was a deficiency in the internal control system of the School Corporation related to financial 
transactions and reporting. 
  

Receipts 
  
The School Corporation had not separated incompatible activities related to receipts, deposits, 
and posting of receipts.  There was no documentation of controls. 
  

Context 
  

This was a systemic problem that continued through the audit period.  
 

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: 
 

"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. . . ." 
 

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

Effect 
  
 The failure to establish controls could have enabled misstatements or irregularities to remain 
undetected. 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Recommendation 
  

We recommended that the School Corporation establish a system of internal controls related to 
financial transactions and reporting of receipts. 
 

Views of Responsible Officials 
  

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-002 
  
Subject:  Child Nutrition Cluster - Equipment and Real Property Management 
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 Numbers):  FY 14-15, FY 15-16   
Pass-Through Entity:  Indiana Department of Education 
Compliance Requirement:  Equipment and Real Property Management 
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 Equipment and Real Property 
Management compliance requirement.  The School Corporation did not comply with the requirements of 
the Equipment and Real Property Management compliance requirement. 
  

The School Corporation did not maintain an accurate list of capital assets that reflected the fund 
from which the assets were purchased.  The School Corporation did not verify the accuracy of their capital 
asset list by performing an inventory of assets at least every two years. 
  

Context 
  

The lack of controls was a systematic issue, which occurred throughout the audit period.  No 
inventory was taken during the audit period.  The capital asset list provided did not include accurate infor-
mation on the purchasing fund since there were omissions of $225,864 for items purchased during the audit 
period and the list included items which were no longer at the schools. 
  

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. . . ." 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

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). . . ." 

 
7 CFR 3016.32(d) states in part: 
 
"Management requirements.  Procedures for managing equipment (including replacement 
equipment), whether acquired in whole or in part with grant funds, until disposition takes place 
will, as a minimum, meet the following requirements: 

  
(1) Property records must be maintained that include a description of the property, a serial 

number or other identification number, the source of property, who holds title, the 
acquisition date, and cost of the property, percentage of Federal participation in the 
costs of the property, the location, use and condition of the property, and any ultimate 
disposition data including the date of disposal and sale price of the property. 

 
(2) A physical inventory of the property must be taken and the results reconciled with the 

property records at least once every two years. . . ." 
 

2 CFR 200.313(d) states in part: 
 

"Management requirements.  Procedures for managing equipment (including replacement 
equipment), whether acquired in whole or in part under a Federal award, until disposition takes 
place will, as a minimum, meet the following requirements: 

  
(1) Property records must be maintained that include a description of the property, a serial 

number or other identification number, the source of funding for the property (including 
the FAIN), who holds title, the acquisition date, and cost of the property, percentage of 
Federal participation in the project costs for the Federal award under which the 
property was acquired, the location, use and condition of the property, and any ultimate 
disposition data including the date of disposal and sale price of the property. 

 
(2) A physical inventory of the property must be taken and the results reconciled with the 

property records at least once every two years. . . ." 
 

Cause 
  

Management had not developed a system of internal controls that segregated key functions. 
  

Effect 
  

The failure to establish an effective internal control system enabled material noncompliance to go 
undetected.  Noncompliance with the grant agreement and the compliance requirement could have resulted 
in the loss of federal funds to the School Corporation. 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Questioned Costs 
  

There were no questioned costs identified. 
  

Recommendation 
  

We recommended that the School Corporation's management establish controls to ensure 
compliance and to comply with the Equipment and Real Property Management compliance requirement.   
  

Views of Responsible Officials 
  

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-003 
  
Subject: Child Nutrition Cluster - Program Income, Reporting, Special 
 Tests and Provisions - School Food Accounts 
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 Numbers):  FY 14-15, FY 15-16   
Pass-Through Entity:  Indiana Department of Education 
Compliance Requirements: Program Income, Reporting, Special Tests  

and Provisions - School Food Accounts   
Audit Finding:  Material Weakness 
  

Repeat Finding 
  

This is a repeat of Finding 2014-003 over reporting from the immediately prior audit. 
  

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 Reporting, Program Income, Special 
Tests and Provisions - School Food Accounts compliance requirements.  

 
Program Income 

  
One employee processed and posted the monthly receipt adjustment to recognize program 
income without evidence of an oversight, review, or approval process. 

 
Reporting 

  
The monthly Sponsor Claims (claims for reimbursement) and the Annual Financial Reports 
were prepared by the Food Service Director.  There was no evidence of an oversight, review, 
or approval process for these reports.  

 
The School Food Authority (SFA) Verification Collection Reports were prepared by the 
Secretary to the Superintendent of Schools.  There was no evidence of an oversight, review, 
or approval process for these reports.  
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Special Tests and Provisions - School Food Accounts 
 

There was inadequate documentation that verification of posting of School Lunch receipts was 
made to the proper fund and account.  

 
Context 

  
The lack of controls was a systemic issue, which occurred throughout 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. . . ." 

 
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). . . ." 

 
Cause 

  
Management had not developed a system of internal controls that segregated key functions. 

  
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 programs. 
  

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 compliance requirements listed above.   
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

Views of Responsible Officials 
  

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-004 
 
Subject: Title I Grants to Local Educational Agencies - Special Tests and Provisions - Comparability 
 and Special Tests and Provisions - Annual Report Card, High School Graduation Rate 
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):  14-2285, 15-2285, 16-2285 
Pass-Through Entity:  Indiana Department of Education 
Compliance Requirements: Special Tests and Provisions - Comparability, Special Tests and 

Provisions - Annual Report Card, High School Graduation Rate 
Audit Finding:  Material Weakness 
   

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 Special Tests and Provisions - 
Comparability and Special Tests and Provisions - Annual Report Card, High School Graduation Rate 
compliance requirements. 

  
There was no oversight over the preparation of the comparability calculation.  One person prepared 

the calculation without any oversight, review, or approval process to ensure that the calculation was 
accurate. 

  
There was no oversight over the students that were reported as mobility on the Annual Report 

Card-HS Graduation Rate cohort report (report).  One person was in charge of entering the mobility reasons 
in the report without any oversight, review, or approval process to ensure that it was accurate. 

  
Context 

  
The lack of properly designed and implemented controls was a systemic problem which occurred 

throughout 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. . . ." 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

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). . . ." 

 
Cause 

  
Management had not developed a system of internal controls that segregated key functions. 

  
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 compliance requirements listed above. 
  

Views of Responsible Officials 
  

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-005 
  
Subject:  Special Education Cluster (IDEA) - Cash Management, Reporting 
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): 14214-016-PN01, 14215-016-PN01, 

14216-016-PN01, 99914-016-PN01, 
45714-016-PN01, 45715-016-PN01, 
45716-014-PN01  

Pass-Through Entity:  Indiana Department of Education 
Compliance Requirements:  Cash Management, Reporting   
Audit Finding:  Material Weakness 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

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 and Reporting 
compliance requirements.  
  

Cash Management 
  

One employee of the School Corporation prepared and submitted the monthly Reimbursement 
Requests (requests) to Elkhart County Special Education Cooperative (ECSEC).  There was 
no evidence of an oversight, review, or approval process for these requests assuring that all 
the costs requested for reimbursement had been paid prior to submitting the request. 

 
Reporting 

  
One employee of the School Corporation prepared and submitted the monthly Reimbursement 
Requests, Final Annual Report, and Proportionate Share Monitoring Report to the ECSEC.  
There was no evidence of an oversight, review, or approval process assuring that the reports 
were accurate and filed timely. 

  
Context 

  
The lack of controls was a systematic issue, which occurred throughout 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. . . ." 

 
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). . . ." 

 
Cause 

  
Management had not developed a system of internal controls that segregated key functions. 
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WA-NEE COMMUNITY 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 programs. 
  

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 compliance requirements listed above.   
 

Views of Responsible Officials 
  

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-006 
 
Subject:  Special Education Cluster (IDEA) - Activities Allowed or Unallowed  
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): 14214-016-PN01, 14215-016-PN01, 

14216-016-PN01, 99914-016-PN01 
45714-016-PN01, 45715-016-PN01, 
45716-014-PN01 

Pass-Through Entity:  Indiana Department of Education 
Compliance Requirement:  Activities Allowed or Unallowed 
Audit Findings:  Material Weakness, Modified Opinion 
 

Condition 
 

The Elkhart County Special Education Cooperative (ECSEC) was a public school program serving 
approximately 3,400 students with disabilities 3-22 years old in Elkhart County.  The School Corporation 
was a participating member school corporation of the ECSEC.  The Goshen Community Schools (GCS) 
was the administrator of the ECSEC.  Because the grant agreements were between the Indiana Department 
of Education and each member school corporation of the ECSEC, each member school corporation was 
ultimately responsible for ensuring compliance with the requirements.  An effective internal control system 
was not in place at the School Corporation and at the ECSEC in order to ensure compliance with require-
ments related to the grant agreement and the Activities Allowed or Unallowed compliance requirement.  
There were no controls in place to ensure that expenditures charged to the grant were adequately 
documented to show compliance over the Activities Allowed or Unallowed compliance requirement. 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 
The ECSEC provided special education services to its participating member school corporations 

(members) and billed them from expenditures paid within the ECSEC funds during the audit period.  The 
ECSEC gave its members credits on their bills for amounts the members were awarded from the budgeted 
grant category, Services from Another Educational Agency.  Members did not directly request reim-
bursement for Services from Another Educational Agency, but rather, the ECSEC requested reimburse-
ment on the member's behalf for special education services provided under other categories, such as 
Certified Salaries, Non-Certified Salaries, Employee Benefits, Purchased/Contracted Services, 
Conference/Travel, Materials/ Supplies, and Buildings.  The ECSEC did not provide any documentation to 
support the allocation charged to the grant for members' credits in order to test the population for Activities 
Allowed or Unallowed.  Total allocations charged to Special Education_Grants to States by the ECSEC for 
member's credits for school years ending June 30, 2015 and 2016, were $345,319 and $247,449, 
respectively. 

 
The funds requested by the ECSEC for members were receipted in the GCS's Spec Ed Part B 

funds and never transferred into the appropriate ECSEC fund.  As a result, the requested funds that 
belonged to the ECSEC were commingled with the Special Ed Part B fund transactions that benefited the 
GCS and not the other remaining members.  Audit procedures over Special Ed Part B fund transactions 
revealed a lack of a review or approval process over payroll disbursements; however, sampled transactions 
as a whole, were made in compliance with Activities Allowed or Unallowed. 
 

Context 
 

The lack of controls and noncompliance were systemic issues which occurred throughout the audit 
period.  Additionally, adequate documentation did not support ECSEC expenditures allocated to the grant 
for members' credits and the comingling of Special Ed Part B funds and expenditures identified in the 
Condition. 
 

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). . . ." 

 
34 CFR 76.731 states:  "A State and a subgrantee shall keep records to show its compliance with 

program requirements." 
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WA-NEE COMMUNITY SCHOOLS 
FEDERAL FINDINGS 

(Continued) 
 
 

34 CFR 80.20 states in part: 
 

"(a) A State must expend and account for grant funds in accordance with State laws and 
procedures for expending and accounting for its own funds.  Fiscal control and accounting 
procedures of the State, as well as its subgrantees and cost-type contractors, must be sufficient 
to: 

 
(1) Permit preparation of reports required by this part and the statutes authorizing the 

grant, and 
 
(2) Permit the tracing of funds to a level of expenditures adequate to establish that such 

funds have not been used in violation of the restrictions and prohibitions of applicable 
statutes.  

 
(b) 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. 

 
(2) Accounting records.  Grantees and subgrantees must maintain records which 

adequately identify the source and application of funds provided for financially-
assisted activities. . . ." 

 
2 CFR 200.302(b) states in part: 
 
"The financial management system of each non-Federal entity must provide for the following: 
. . . 
 

(2) Accurate, current, and complete disclosure of the financial results of each Federal 
award or program in accordance with the reporting requirements set forth in 
§§ 200.327 Financial reporting and 200.328 Monitoring and reporting program 
performance. . . ." 

 
Cause 

 
The School Corporation and the ECSEC had not established an effective internal control structure 

that would have ensured compliance with the grant agreement and the Activities Allowed or Unallowed 
compliance requirement.  Additionally, an effective internal control structure had not been established to 
ensure adequate documentation over the ECSEC expenditures allocated to the grant for members' credits 
and the comingling of Special Ed Part B funds and expenditures identified in the Condition.   

 
Effect 

 
The failure to establish an effective internal control system enabled material noncompliance to go 

undetected.  Noncompliance with the grant agreement and the compliance requirement could have resulted 
in the loss of federal funds to the School Corporation and to the ECSEC.  Additionally, the failure to maintain 
adequate documentation over ECSEC expenditures allocated to the grant for members' credits and the 
comingling of Special Ed Part B funds prevented the determination of the School Corporation's compliance 
relating to Activities Allowed or Unallowed and the expenditures identified in the Condition. 
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(Continued) 
 
 

Questioned Costs 
 

There were no questioned costs identified.  
 

Recommendation 
 

We recommended that the School Corporation's management establish controls to ensure com-
pliance with the Activities Allowed or Unallowed compliance requirement.  Additionally, we recommended 
that management of the School Corporation and the ECSEC establish controls to ensure adequate 
documentation will be maintained. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-007  
 
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): 14214-016-PN01, 14215-016-PN01, 

14216-016-PN01, 99914-016-PN01, 
45714-016-PN01, 45715-016-PN01, 
45716-014-PN01 

Pass-Through Entity:  Indiana Department of Education 
Compliance Requirement:  Allowable Costs/Cost Principles 
Audit Findings:  Material Weakness, Modified Opinion 
 

Condition 
 

The Elkhart County Special Education Cooperative (ECSEC) was a public school program serving 
approximately 3,400 students with disabilities 3-22 years old in Elkhart County.  The School Corporation 
was a participating member school corporation of the ECSEC.  The Goshen Community Schools (GCS) 
was the administrator of the ECSEC.  Because the grant agreements were between the Indiana Department 
of Education and each member school corporation of the ECSEC, each member school corporation was 
ultimately responsible for ensuring compliance with the requirements.  An effective internal control system 
was not in place at the School Corporation and at the ECSEC in order to ensure compliance with require-
ments related to the grant agreement and the Allowable Costs/Cost Principles compliance requirement.  

 
Expenditures made by the GCS out of Special Ed Part B funds for salaries and benefits charged to 

the Special Education Cluster (IDEA) were paid without adequate documentation to ensure compliance 
with 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.  Also, Semi-Annual Certifications or other docu-
mentation of personnel expenses for employees whose salaries were paid 100 percent out of the grant 
funds were not accurate or completed.  The following is a list of issues noted during the audit: 
 

1. In a test performed on 31 employee payroll transactions, 22 of those transactions were not 
supported by Personnel Activity Reports or other personnel expense documentation to 
support the percentage of their pay being charged to the Special Education Cluster (IDEA). 
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2. For two employees who did complete Personnel Activity Reports or other personnel 
expense documentation, only 13 out of 20 Personnel Activity Reports or other personnel 
expense documentation were signed by a supervisor. 

 
3. The School Corporation maintained a listing of employees who were to be paid from the 

Special Ed Part B funds.  The School Corporation paid two employees from the Special Ed 
Part B funds who were not on that list. 

 
4. The GCS did not adequately maintain personnel expense documentation to support 

substitutes' pay that was charged to the Special Education Cluster (IDEA). 
 
Furthermore, the ECSEC provided special education services to its participating member schools 

(members) and billed them from expenditures paid within the ECSEC funds during the audit period.  The 
ECSEC gave its members credits on their bills for amounts the members were awarded from the budgeted 
grant category, Services from Another Educational Agency.  Members did not directly request reimburse-
ment for Services from Another Educational Agency, but rather, the ECSEC requested reimbursement on 
the member's behalf for special education services provided under other categories, such as Certified 
Salaries, Non-Certified Salaries, Employee Benefits, Purchased/Contracted Services, Conference/Travel, 
Materials/Supplies, and Buildings.  The ECSEC did not provide any documentation to support the allocation 
charged to the grant for members' credits in order to test the population for Allowable Costs/Cost Principles.  
Total allocations charged to Special Education_Grants to States by the ECSEC for member's credits for 
school years ending June 30, 2015 and 2016, were $345,319 and $247,449, respectively. 

 
The funds requested by the ECSEC for members were receipted in the GCS's Spec Ed Part B 

funds and never transferred into the appropriate ECSEC fund.  As a result, the requested funds that 
belonged to the ECSEC were commingled with the Special Ed Part B fund transactions that benefited the 
GCS and not the other remaining members.  Audit procedures over Special Ed Part B fund transactions 
revealed a lack of a review or approval process over payroll disbursements; however, sampled transactions 
as a whole, except as noted above, were made in compliance with Allowable Costs/Cost Principles. 

 
Context 

 
The lack of controls and noncompliance were systemic issues, which occurred throughout the audit 

period.  Additionally, documentation was not provided to support the expenditures identified in the 
Condition. 
 

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: 
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(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). . . ." 
 

OMB Circular A-87, Attachment A, Part C states in part: 
 
"1. Factors affecting allowability of costs.  To be allowable under Federal awards, costs must 

meet the following general criteria: 
 

a. Be necessary and reasonable for proper and efficient performance and administration 
of Federal awards. 
 
b. Be allocable to Federal awards under the provisions of this Circular. . . . 
 
j. Be adequately documented. . . ." 

 
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 
subsection (6)) or other substitute system has been approved by the cognizant Federal agency.  
Such documentary support will be required where employees work on: 
 
(a) More than one Federal award,  

 
(b) A Federal award and a non-Federal award, . . . 

 
(5) Personnel activity reports or equivalent documentation must meet the following standards: 

 
(a) They must reflect an after the fact distribution of the actual activity of each employee, 

 
(b) They must account for the total activity for which each employee is compensated, 

 
(c) They must be prepared at least monthly and must coincide with one or more pay 
periods, and . . ." 

  
2 CFR 200.403 states in part: 
 
"Except where otherwise authorized by statute, costs must meet the following general criteria 
in order to be allowable under Federal awards: 
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(a) Be necessary and reasonable for the performance of the Federal award and be 
allocable thereto under these principles. 
 
(b) Conform to any limitations or exclusions set forth in these principles or in the Federal 
award as to types or amount of cost items. . . . 

 
(g) Be adequately documented. . . ." 

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

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

(iii) 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); . . .  
 

(iv) 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 
awardand 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. . . ." 

 
Cause 

 
The School Corporation had not established an effective internal control structure that would have 

ensured compliance with the grant agreement and the Allowable Costs/Cost Principles compliance require-
ment.  Additionally, an effective internal control structure had not been established to ensure supporting 
documentation was maintained relating to Personnel Activity Reports or other documentation of personnel 
expenses and the expenditures identified in the Condition. 
 

Effect 
 

The failure to establish an effective internal control system enabled material noncompliance to go 
undetected.  Noncompliance with the grant agreement and the compliance requirement could have resulted 
in the loss of federal funds to the School Corporation and to the ECSEC.  Additionally, the failure to maintain 
supporting documentation prevented the determination of the School Corporation's compliance relating to 
Personnel Activity Reports or other documentation of personnel expenses and the expenditures identified 
in the Condition. 
 

Questioned Costs 
 

There were no questioned costs identified.   
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Recommendation 

 
We recommended that the School Corporation's management establish controls to ensure com-

pliance with the Allowable Costs/Cost Principles compliance requirement.  Additionally, we recommended 
that management of the School Corporation and the ECSEC establish controls to ensure adequate support-
ing documentation will be maintained. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-008  
 
Subject:  Special Education Cluster (IDEA) - Cash Management 
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): 14214-016-PN01, 14215-016-PN01, 

14216-016-PN01, 99914-016-PN01, 
45714-016-PN01, 45715-016-PN01, 
45716-014-PN01 

Pass-Through Entity:  Indiana Department of Education 
Compliance Requirement:  Cash Management 
Audit Findings:  Material Weakness, Modified Opinion 
 

Condition 
 

The Elkhart County Special Education Cooperative (ECSEC) was a public school program serving 
approximately 3,400 students with disabilities 3-22 years old in Elkhart County.  The School Corporation 
was a participating member school corporation of the ECSEC.  The Goshen Community Schools (GCS) 
was the administrator of the ECSEC.  Because the grant agreements were between Indiana Department 
of Education (IDOE) and each member school corporation of the Cooperative, each member school 
corporation was ultimately responsible for ensuring compliance with the requirements.  An effective internal 
control system was not in place at the School Corporation and at the ECSEC in order to ensure compliance 
with requirements related to the grant agreement and the Cash Management compliance requirement.   

 
The reimbursement request form prescribed by IDOE required dual signatures for approval before 

submission.  Multiple reimbursement requests presented for audit did not have the required dual signatures. 
 
Expenditures charged to the Special Education Cluster (IDEA) were paid without adequate docu-

mentation; therefore, it could not be determined whether expenditures were paid prior to the ECSEC 
requesting reimbursement. 

 
The ECSEC, who operated out of its own fund on the GCS's ledger and provided services to its 

member schools (members) and billed its members for those services, requested special education funds 
on behalf of its members in exchange for credits on its members' bills.  The members budgeted and used 
the category, Services from Another Educational Agency, to account for the activity they wanted to receive 
from the ECSEC.  For instance, the grant award, 14215-016-PN01, the ECSEC requested reimbursement 
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on April 15, 2015, and on September 15, 2015, for the activities, Certified Salaries and Employee Benefits, 
but did not provide any supporting documentation for a total of $214,569 requested.  The ECSEC's 
requested funds were received by the GCS and comingled with the GCS's Spec Ed Part B funds.  The 
ECSEC did not bill its members for its services until January 8, 2016.  The funds the ECSEC requested 
were never transferred to the appropriate GCS fund to reimburse the credits that were given to ECSEC 
members. 
 

Context 
 

The lack of controls and noncompliance were systemic issues which occurred throughout the audit 
period.  Additionally, documentation was not provided to support requests for reimbursement and that 
expenditures were made prior to the request and evidence was not presented to support approval of 
requests identified in the Condition. 
 

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). . . ." 

 
34 CFR 74.22 states in part: . . . 
 
"(e) Reimbursement is the preferred method when the requirements in paragraph (b) of this 
section cannot be met. . . . 
 

(1) When the reimbursement method is used, the Secretary makes payment within 30 
days after receipt of the billing, unless the billing is improper. . . .  

 
(f) . . . Thereafter, the Secretary reimburses the recipient for its actual cash disbursements. 
. . ." 
 
34 CFR 76.702 states:  "A State and a subgrantee shall use fiscal control and fund accounting 

procedures that insure proper disbursement of and accounting for Federal funds." 
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34 CFR 76.730 states: 

  
"A State and a subgrantee shall keep records that fully show: 
 

(a) The amount of funds under the grant or subgrant; 
 
(b) How the State or subgrantee uses the funds; 
 
(c) The total cost of the project; 
 
(d) The share of that cost provided from other sources; and 
 
(e) Other records to facilitate an effective audit." 

 
34 CFR 76.731 states:  "A State and a subgrantee shall keep records to show its compliance with 

program requirements." 
 

Cause 
 

The School Corporation had not established an effective internal control structure that would have 
ensured compliance with the grant agreement and the Cash Management compliance requirement.  
Additionally, an effective internal control structure had not been established to ensure supporting documen-
tation was maintained relating to the reimbursement requests and expenditures identified in the Condition. 
 

Effect 
 

The failure to establish an effective internal control system enabled material noncompliance to go 
undetected.  Noncompliance with the grant agreement and the compliance requirement could have resulted 
in the loss of federal funds to the School Corporation and to the ECSEC.  Additionally, the failure to maintain 
supporting documentation prevented the determination of the School Corporation's compliance relating to 
the reimbursement requests and expenditures identified in the Condition. 
 

Questioned Costs 
 

There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls to ensure com-
pliance with the Cash Management compliance requirement.  Additionally, we recommended that manage-
ment of the School Corporation and the ECSEC establish controls to ensure supporting documentation will 
be maintained. 
 

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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FINDING 2016-009 
 
Subject:  Special Education Cluster (IDEA) - Period of Performance 
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): 14214-016-PN01, 14215-016-PN01, 

14216-016-PN01, 99914-016-PN01, 
45714-016-PN01, 45715-016-PN01, 
45716-014-PN01 

Pass-Through Entity:  Indiana Department of Education 
Compliance Requirement:  Period of Performance 
Audit Findings:  Material Weakness, Modified Opinion 
 

Condition 
 

The Elkhart County Special Education Cooperative (ECSEC) was a public school program serving 
approximately 3,400 students with disabilities 3-22 years old in Elkhart County.  The School Corporation 
was a participating member school corporation of the ECSEC.  The Goshen Community Schools (GCS) 
was the administrator of the ECSEC.  Because the grant agreements were between Indiana Department 
of Education (IDOE) and each member school corporation of the ECSEC, each member school corporation 
was ultimately responsible for ensuring compliance with the requirements.  An effective internal control 
system was not in place at the School Corporation and at the ECSEC in order to ensure compliance with 
requirements related to the grant agreement and the Period of Performance compliance requirement.  
There were no controls in place to ensure that all expenditures charged to the grant fund were obligated 
within the Period of Performance.  Expenditures charged by the ECSEC to the Special Education Cluster 
(IDEA) were paid with no supporting documentation to determine if expenditures were within the Period of 
Performance.   
 

Context 
 

The lack of controls and noncompliance were systemic issues which occurred throughout the audit 
period.  Additionally, documentation was not provided to support the expenditures identified in the 
Condition. 
 

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: 
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(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). . . ." 

 
34 CFR 80.23 states: 

 
"(a) General.  Where a funding period is specified, a grantee may charge to the award only 
costs resulting from obligations of the funding period unless carryover of unobligated balances 
is permitted, in which case the carryover balances may be charged for costs resulting from 
obligations of the subsequent funding period. 
 
(b) Liquidation of obligations.  A grantee must liquidate all obligations incurred under the 
award not later than 90 days after the end of the funding period (or as specified in a program 
regulation) to coincide with the submission of the annual Financial Status Report (SF–269).  
The Federal agency may extend this deadline at the request of the grantee."  

 
2 CFR 200.343 states in part:  

 
". . . (a) The non-Federal entity must submit, no later than 90 calendar days after the end date 
of the period of performance, all financial, performance, and other reports as required by the 
terms and conditions of the Federal award.  The Federal awarding agency or pass-through 
entity may approve extensions when requested by the nonFederal entity.  

 
(b) Unless the Federal awarding agency or pass-through entity authorizes an extension, a 
non-Federal entity must liquidate all obligations incurred under the Federal award not later than 
90 calendar days after the end date of the period of performance as specified in the terms and 
conditions of the Federal award. . . ." 
 
34 CFR 76.730 states: 

  
"A State and a subgrantee shall keep records that fully show: 
 

(a) The amount of funds under the grant or subgrant; 
 

(b) How the State or subgrantee uses the funds; 
 

(c) The total cost of the project; 
 
(d) The share of that cost provided from other sources; and 
 
(e) Other records to facilitate an effective audit." 

 
34 CFR 76.731 states:  "A State and a subgrantee shall keep records to show its compliance with 

program requirements." 
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Cause 
 

The School Corporation had not established an effective internal control structure that would have 
ensured compliance with the grant agreement and the Period of Performance compliance requirement.  
Additionally, an effective internal control structure had not been established to ensure supporting doc-
umentation was maintained relating to the expenditures identified in the Condition. 
  

Effect 
  

The failure to establish an effective internal control system enabled material noncompliance to go 
undetected.  Noncompliance with the grant agreement and the compliance requirement could have resulted 
in the loss of federal funds to the School Corporation and to the ECSEC.  Additionally, the failure to maintain 
supporting documentation prevented the determination of the School Corporation's compliance relating to 
the expenditures identified in the Condition. 
 

Questioned Costs 
 

There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls to ensure com-
pliance with the Period of Performance compliance requirement.  Additionally, we recommended that man-
agement of the School Corporation and the ECSEC establish controls to ensure that supporting documenta-
tion will be maintained. 
  

Views of Responsible Officials 
  

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2016-010 
 
Subject:  Special Education Cluster (IDEA) - Reporting 
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): 14214-016-PN01, 14215-016-PN01, 

14216-016-PN01, 99914-016-PN01, 
45714-016-PN01, 45715-016-PN01, 
45716-014-PN01 

Pass-Through Entity:  Indiana Department of Education 
Compliance Requirement:  Reporting 
Audit Findings:  Material Weakness, Modified Opinion 
 

Condition 
 

The Elkhart County Special Education Cooperative (ECSEC) was a public school program serving 
approximately 3,400 students with disabilities 3-22 years old in Elkhart County.  The School Corporation 
was a participating member school corporation of the ECSEC.  The Goshen Community Schools (GCS) 
was the administrator of the ECSEC.  Because the grant agreements were between Indiana Department 
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of Education (IDOE) and each member school corporation of the ECSEC, each member school corporation 
was ultimately responsible for ensuring compliance with the requirements.  An effective internal control 
system was not in place at the School Corporation and at the ECSEC in order to ensure compliance with 
requirements related to the grant agreement and the Reporting compliance requirement.  There were no 
controls in place to ensure that all expenditures charged to the grant fund were reported correctly. 
  

The ECSEC, who requested funds on behalf of its member schools (members), did not provide any 
documentation supporting its reimbursement requests and reimbursement request were submitted without 
an oversight, review, or approval process to ensure they were accurate and in compliance with the 
Reporting compliance requirement.  In addition, the ECSEC prepared and submitted the final reports for its 
members without an oversight, review, or approval process to ensure final reports were accurate and in 
compliance with the Reporting compliance requirement. 
 

Context 
 

The lack of controls and noncompliance were systemic issues which occurred throughout the audit 
period.  Additionally, documentation was not provided to support the reimbursement requests and 
expenditures identified in the Condition. 
 

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). . . ." 

 
34 CFR 80.20 states in part: 

 
"(a) A State must expend and account for grant funds in accordance with State laws and 
procedures for expending and accounting for its own funds.  Fiscal control and accounting 
procedures of the State, as well as its subgrantees and cost-type contractors, must be sufficient 
to: 

 
(1) Permit preparation of reports required by this part and the statutes authorizing the 

grant, and 
 
(2) Permit the tracing of funds to a level of expenditures adequate to establish that such 

funds have not been used in violation of the restrictions and prohibitions of applicable 
statutes.  
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(b) 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. 

 
(2) Accounting records.  Grantees and subgrantees must maintain records which 

adequately identify the source and application of funds provided for financially-
assisted activities. . . ." 

 
2 CFR 200.302(b) states in part: 
 
"The financial management system of each non-Federal entity must provide for the following: 
. . . 
 

(1) Accurate, current, and complete disclosure of the financial results of each Federal 
award or program in accordance with the reporting requirements set forth in §§ 
200.327 Financial reporting and 200.328 Monitoring and reporting program 
performance. . . ." 

 
34 CFR 76.731 states:  "A State and a subgrantee shall keep records to show its compliance with 

program requirements." 
 

Cause 
 

The School Corporation had not established a proper internal control structure that would have 
ensured compliance with the grant agreement and the Reporting compliance requirement. 
 

Effect 
 

The failure to establish an effective internal control system enabled material noncompliance to go 
undetected.  A lack of segregation of duties within an internal control system also allowed noncompliance 
with the compliance requirement and allowed the misuse and mismanagement of federal funds and assets 
by not having proper oversight, reviews, and approvals over the activities of the programs.  Noncompliance 
with the grant agreement and the compliance requirement could have resulted in the loss of federal funds 
to the School Corporation and to the ECSEC.  Additionally, the failure to maintain supporting documentation 
prevented the determination of the School Corporation's compliance relating to reporting identified in the 
Condition. 
 

Questioned Costs 
 

There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls to ensure 
compliance with the Reporting compliance requirement.  Additionally, we recommended that management 
of the School Corporation establish controls to ensure supporting documentation will be maintained. 
  

Views of Responsible Officials 
  

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



A TRADITION OF EXCELLENCE 

Community Schools 

CORRECTIVE ACTION PLAN 

FINDING 2016-001 

Fiscal year in which die fuicling initially occurred: 2014-2016 

Contact Person Responsible for Corrective r\ct:ion: Randi Libby 

Contact Phone N umber: 574-773-3131 

Status of ,-\udit Finding: 

1300 N orth ?\Iain Street 
Nappanee, I l 46550 

(574)773-3131 
(574) 773-5593 FAX 

Internal control systems and segregation of duties, related ro receipts have been established and will continue following the performed 

audit. The Business l\Ianager will open all mail and review receipts and invoices. The deputy n:easurer, prepares the written receipts. Once 

receipts are prepared the Business l\Ianager and/ or die Payroll Clerk will review prior to the Deputy Treasurer posting within the 

accounting software. The mail includes invoices and checks. The D eputy Treasurer prepares the monthly bank reconciliation and the 

Business l\Ianager reviews and approves each month. 

Anticipated Completion D are: Immediately 

Dr. Scot Croner 

Superin tendent 

scroner@wanee.org 

l\Irs. Rancli Libby 

Business Manager 

rlibby@wanee.org 

Business .\Ianager 

( l"itle) 

05 / 24/ 2018 

(Date) 

i\Irs. ?-. lichclle Clouser Penrod 

D irector of Curriculum 

mclouserpenrod@wanee.org 
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COIUlliCTIVE .ACTION PL.AN 

FINDING 2016-002 

Fiscal year in which the finding initially occurred: 2014-2016 

Contact Person Responsible for Corrective Action: 

Contact Phone N umber: 

Status of Audit Finding: 

Randi Libby 

574-773-3131 

1300 1orth i\Iain Street 
Nappanee, IN 46550 

(574)773-3131 
(574) 773-5593 FAX 

The district: understands the need for complete and accurate asset inventory ledgers. The current asset inventory will be re-accounted for 

following the audit period review. The district will complete a thorough review of the current assets within the buildings during the summer 

of 2018 and will update all records on the asset inventory list. 

Once the updated list is complete the Buildings and Grounds Director will request from the board for items to be sold in auction. O nce an 

auction is held the Buildings and Grounds Director will report auction items sold to the Deputy Treasurer. The Deputy Treasurer will remove 

the items from the asset invento1y list and receipt the revenue to the original purchasing fund. The Business Manager and Deputy Treasurer 

will review foxed asset purchases that are over the policies threshold for materiality and added those items to the inventory list. The items 

will include all descriptive and accotmting information needed based on state and federal guidelines. 

Anticipated Completion Date: Immediately 

Dr. Scot Croner 

Superintendent 

scroner@wanee.org 

i\Irs. Randi Libby 

Business i\Ianager 

rlibbr@wanee.org 

Business i\1anager 

(Title) 

05/24/2018 

(Date) 

i\lrs. i\1ichelle Clouser Penrod 

Director of Curriculum 

mclo11serpenrod@wanee.org 
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A TRADITION OF EXCELLENCE 

Community Schools 

CORRECTI VE r\CTTO PL\N 

FINDING 2016-003 

Fiscal year in which the finding initially occurred: 2014-2016 

Contact Person Responsible for Corrective Action: Randi Libby 

Contact Phone 1umber: 574-773-3131 

Status of Audit Finding: 

1300 lorth i\Iain Street 
Nappanee, IN 46550 

(574)773-3131 
(574) 773-5593 Fr\X 

Internal control systems be segregation o f duties, related to the grant agreement and the compliance requirements of Repo rting for Child 

N utritio n Cluster (formally identified as lSLP) is being completed by Food Service Director fo r the first review of the reimbursement 

repo rt, the second review continued to be completed by the Business i\fanagcr. 

Internal control systems and segregation of duties, related to School Food r\uthority (SFA) Verification Collec tio n Reports are prepared by 

the Secretary to the Superintendent and a second review will be completed by the Secretary to the Curriculum Director. 

The cafeteria managers will prepare receipts on a regular basis and send ro the D eputy Treasurer for review. The Deputy Treasurer 

prepares the written receipts. O nce receipts arc prepared the Business i\fanager and/ or the Payroll Clerk will review prio r to the Deputy 

Treasurer posting within the accounting software. The Deputy T reasurer prepares the monthly bank reconciliation and the Business 

i\Ianager reviews and approves each month. 

A nticipated Completion Date: Immediately 

Dr. Scot Croner 

Superintendent 

scroner@ wanee.org 

i\ Irs. Randi Libby 

Business i\ fanager 

rlibby@wflnee.org 

Business Manager 

(Title) 

03 / 22 / 2018 

(Date) 

i\frs. Michelle Clouser Penrod 

Directo r of Curriculum 

mclouserpcnrod@wanee.org 
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A TRADITION OF EXCELLEN CE 

Community Schools 

CORRECTIVE ACTION PLAN 

FINDING 2016-004 

Fiscal yea r in which the finding initially occurred: 2014-2016 

Contact Person Responsible for Corrective Ac1jon: Randi Libby 

Contact Phone Number: 574-773-3131 

Sta tus of r\udit Finding: 

1300 North i\fain Street 
lappanee, IN 46550 

(574)773-3131 
(574) 773-5593 FAX 

Internal control systems and segregation of du ties, related to the grant agreement and the compliance requirements of Title I Part r\ 

specifically including comparability report \vi ll be completed by tl1e Director o f Curriculum and will be reviewed by the Business Manager. 

Internal control systems and segregation of duties, related to tl1e Annual Report Card-HS Graduation Rate cohort report are prepared by 

the Secreta1y to tl1e Guidance D epartment and a second review will be completed by the Department Head of the Guidance D epartment. 

Anticipated Completion Date: Immediately 

Dr. Scot Croner 

Superintendent 

scroner@wanee.org 

i\frs. Randi Libby 

Business 'tvfanager 

rlibby@wanee.org 

Business Manager 

(Title) 

03 /22/ 2018 

(Date) 

;\Irs. ~Iichelle Clouser Penrod 

Director of Curricuhun 

mclouserpenrod@wanee.org 
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A TRADITION OF EXCELLENCE 

CORRECTIVE .ACTION PLAl"J 

FINDING 2016-005 

Fiscal year in which the finding initially occurred: 2014-2016 

Contact Person Responsible for Corrective Action: Randi Libby 

Contact Phone N umber: 574-773-3131 

Status of Audit Finding: 

1300 North i\fa in Street 
Nappanee, IN 46550 

(574)773-3131 
(574) 773-5593 FtL'C 

Internal control systems and segregation of duties, related to the grant agreement and the compliance requirements of Special Education 

Cluster (IDEA) is being completed by the Business Manager for the first review o f the reimbursement report and the proportionate share 

monitoring reports. The second review will be completed by the Special Education Coordinator and will be sent to ECSEC for the firni l 

review to be completed by the Special Education Director. 

Anticipated Completion Date: Immediately 

D r. Scot Croner 

SuperiiHendent 

gcroncr@wanee.org 

Mrs. Randi Libby 

Business i\ Ianagcr 

rlibby@wanee.org 

Busi11esg i'vfanag!!r 

(Title) 

03 / 22/ 2018 

(Date) 

i\Irs. i\Iichelle Clouser Penrod 

Director of Curriculum 

mclomerpen rod@wanee.org 
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A TRADITION OF EXCELLENCE 

Community Schools 

May 24, 2018 

COJU\ECTIVE J\CTION PL\ l 

FINDING 2016-006 

Fiscal year in which the finding initially occurred: 2014-2016 

Contact Person Responsible for Corrective J\ction: 

Contact Phone lumber: 

Views of the Responsible Official: 

Randi Libby 

574-773-3131 

1300 North Main Street 
N appanee, JN 46550 

(574)773-3131 
(574) 773-5593 F.t\X 

The Elkharr County Special Education Cooperative (ECSEC) is a public-school program se1ving srudents \Vith disabilities in E lkharr 

County. \"Va-Nee Community Schools is a participating member of the Cooperative. Goshen Community Schools is the administraror of 

th e cooperative. 

While, \Xia-Nee Community Schools acknowledges that as a member of the Cooperative they, along with other member schools arc equally 

responsible to ensure that all state and federal regulations arc adhered to in the accounting and documentation of the programs and related 

federal grants, it should be state that the shortcomings documented in this finding are of an internal nature at the administrative district, 

Goshen Community Schools. The audit completed by the State Board of J\ccounts for this period on the records of\\la-Ncc Community 

Schools relative to special education programs and grants found no deficiencies. 

D escription of r\ction Plan: 

111e en ti.re ECSEC program is undergoing some transitions. These transitions range from different personnel in place which handle the 

programs and relate grants to the decentralization of some of the programs. Through t11cse transitions procedures are being developed to 

establish controls for adequate documentation that will ensure compliance wit11 all state and federal guidelines as related to the programs. 

\Va-Nee Community Schools business office personnel and our Special Education Coordinal"o r will not only continue to follow established 

guidelines but will also moni tor ]the related procedures put in place by the administrator, Goshen Community Schools, to the best of their 

abilities. 

Anticipated Completion Date: Immediately 

Dr. Scot Croner 

Supc11ntendent 

scroncr@wance.org 

i\lrs. Randi Libby 

Business 1\Ianager 

rlibby@wanee.org 

~'~ 
(Signarure) 

Business Manager 

(Title) 

05/24/2018 

(Date) 

1\Irs. 1\Iichelle Clouser P enrod 

Director of Curriculum 

rnclouserpenrod@wanee.org 
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A TRADITION OF EXCELLENCE 

Community Schools 

May 24, 2018 

CORRECTIVE ACTION PLt\N 

FINDING 2016-007 

Fiscal year in which the finding initially occurred: 2014-2016 

Contact Person Responsible fot Corrective Action: 

Contact Phone Number: 

Views of the Responsible Official: 

Randi Libby 

574-773-3131 

1300 North Main Street 
Nappanee, IN 46550 

(574)773-3131 
(574) 773-5593 F.t\X 

The Elkhart County Special Education Cooperative (ECSEC) is a public-school program serving students with disabilities in Elkhart 

Cow1ty. Wa- lee CommlUlity Schools is a participating member of the Cooperative. Goshen CommlUlity Schools is the administrator of 

the cooperative. 

\Xlh.ilc, \Va-Nee Community Schools acknowledges that as a member of the Cooperative they, along with other member schools are equally 

responsible to ensure that all state and federal regulations are adhered to in the accounting and docwnentation of the programs and related 

federal grants, it should be state that the shortcomings documented in this finding are of an internal nature at the administrative district, 

Goshen Community Schools. The audit completed by the State Board of Accounts for th.is period on the records of Wa-Nee Community 

Schools relative to special education programs and grants found no deficiencies. 

Description of Action Plan: 

The entire ECSEC program is undergoing some transitions. T hese transitions range from di fferent personnel in place which handle the 

programs and relate grants to the decentralization of some of the programs. Through these transitions procedures arc being developed to 

establish controls for adequate documentation that will ensure compliance with all state and federal guidelines as related to the programs. 

\'V'a-Nec CommlUlity Schools business office personnel and our Special Education Coordinator will not only continue to follow established 

guidelines but will also monitor the related procedures put in place by the administrator, Goshen Community Schools, to the best of their 

abilities. 

Anticipated Completion Date: Immediately 

Dr. Scot Croner 

Superintendent 

scroner@wanee.org 

i\Irs. Randi Libby 

Business i\Ianager 

rlibb)'@wanee.org 

Business i\fanager 

(Title) 

05/ 24/ 2018 

(Date) 

Mrs. Michelle Clouser Penrod 

Director of Curriculum 

mclouscrpenrod@wanee.org 
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A TRADITION OF EXCELLENCE 

Community Schools 

Ma.y 24, 2018 

CORRECTIVE ACTION PLAN 

FINDING 2016-008 

Fiscal year in which the finding initially occurred: 2014-2016 

Contact Person Responsible for Corrective Action: 

Contact Phone N umber: 

Views of the Responsible Official: 

Randi Libby 

574-773-3131 

1300 North Main Street 
Nappanee, Il 46550 

(574)773-3131 
(574) 773-5593 Ffu"X 

The E lkhart Cow1ty Special Edncation Cooperative (ECSEC) is a public-school program serving students with disabilities in E lkhart 

Coun ty. Wa-Nee Communi ty Schools is a participating member of the Cooperative. Goshen Community Schools is the administrator of 

the cooperative. 

\'V'hile, \'\la-Nee Community Schools acknowledges that as a member of the Cooperative they, along with other member schools are equally 

responsible to ensure that all state and federal regulations are adhered to in the accounting and documentation of the programs and related 

federal grants, it should be state that the shortcomings documented in this fmcling are of an internal nature at the administrative district, 

Goshen Community Schools. The audit completed by the Stare Board of Accounts for this period on the records of \Xia-Nee Community 

Schools relative to special education programs and grants found no deficiencies. 

D escription of Action Plan: 

The entire ECSEC program is undergoing some transitions. These transitions range from different personnel in place which handle the 

programs and relate grants to the decentralizarjon of some of the programs. Through these transitions procedures are being developed to 

establish controls for adequate documentatjon that will ensure compliance with all state and federal gllidelines as related to the programs. 

Wa-Nee Community Schools business office personnel and our Special E ducation Coordinator will not only continue to fo llow established 

guidelines but will also monitor the related procedures put in place by the administrator, Goshen Community Schools, to the best of their 

abilities. 

r\nticipated Completion Date: Immediately 

Dr. Scot Croner 

Superin tendent 

scroner@wanee.org 

l\frs. Randi Libby 

Business Ivfanager 

rlibby@wanee.org 

Business i'vfanager 

(Title) 

05 /24/2018 

(Date) 

l\lrs. Michelle Clouser Penrod 

Director of Curriculum 

mclouserpenrod@wanee.org 
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A TRADITION OF EXCELLENCE 

Community Schools 

May 24, 2018 

CORRECTIVE ACTION PLAi"J 

FINDING 2016-009 

Fiscal year in which the finding initiaUy occurred: 2014-2016 

Contact Person Responsible foi: Corrective Action: 

Contact Phone Number: 

Views of the Responsible Official: 

Randi Libby 

574-773-3131 

1300 North Main Street 
Nappanee, IN 46550 

(574)773-3131 
(574) 773-5593 r: A,"'{ 

The Elkhart Cotmty Special Education Cooperative (ECSEC) is a public-school program serving students with disabilities in Elkhart 

Cow1ty. \.\/a-Nee Community Schools is a participating member of the Cooperative. Goshen Commwlity Schools is the administrator of 

the cooperative. 

\Vhile, \Va-Nee Community Schools acknowledges that as a member of the Cooperative they, along with other member schools are equally 

responsible to ensure that all state and federal regulations are adhered to in the accounting and documentation of the programs and related 

federal grants, it should be state that the shortcomings documented in this finding arc of an internal nature at the administrative <limier, 
Goshen Community Schools. The audit completed by the State Board of r\ccounts for this period on the records ofWa-Nee Community 

Schools relative to special educ1tion programs and grants found no deficiencies. 

D esCL"iption of J\ction Plan: 

The entire ECSEC program is undergoing some transitions. T hese transitions range from different personnel in place which handle the 

programs and relate grants to the decentralization of some of the programs. Through these transitions procedures are being developed to 

establish controls for adequate documentation that '"ill ensure compliance with all state and federal guidelines as related to the programs. 

\Va-Nee Communi ty Schools business office personnel and our Special Education Coordinator will not only continue to follow established 

guidelines but will also monitor the related procedures put in place by the administrator, Goshen Commwuty Schools, to the best of their 

abilities. 

Anticipated Completion Date: Immediately 

Dr. Scot Croner 

Superintendent 

scroner@wanee.org 

Mrs. Randi Libby 

Business i\Ianager 

rlibby@wanee.org 

Business Manager 

(Title) 

05/ 24/ 2018 

(Date) 

Mrs. Michelle Clouser Penrod 

Director of Curriculum 

mclouser.pcnrod@wanee.org 
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A TRADITION OF EXCELLENCE 

May 24, 2018 

CORRECTIVE ACTION PLA.t"J 

FINDING 2016-010 

Fiscal year in which the finding initially occurred: 2014-2016 

Contact Person Responsible for Corrective Action: 

Contact Phone N umber: 

Views of the Responsible Official: 

Randi Libby 

574-773-3131 

1300 lorth Main Street 
Nappanee, IN 46550 

(574)773-3131 
(574) 773-5593 fr\_;'{ 

111e E lkhart County Special Education Cooperative (ECSEC) is a public-school program serving students with disabilities in Elkhart 

County. Wa-Nee Community Schools is a participating member of the Cooperative. Goshen Community Schools is the administrator of 

the cooperative. 

\'\fhile, \'\fa-Nee Community Schools acknowledges that as a member of the Cooperative they, along with other member schools are equally 

responsible to ensure that all state and federal regulations are adhered to in t11e accounting and documentation of tl1e programs and related 

federal grants, it should be state that the shortcom.ings documented in tlus finding are of an internal nature at tl1e admi.iustrative district, 

Goshen Commrnuty Scho0ls. "D1e audit completed by the State Board of Accounts for tlus period on the records of Wa-Nee Commu1uty 

Schools relative to special education programs and grants found no deficiencies. 

Desc11ption of Action Plan: 

The entire ECSEC program is undergoing some transitions. These transitions range from different personnel in place wluch handle the 

programs and relate grants to t11e decentralization of some of the programs. Through these transitions procedures are being developed to 

establish controls for adequate documentation tlrnt will ensure compliance with all sL1te and federal guidelines as related to t11e programs. 

\'<la-Nee Commu1uty Schools business office personnel and our Special Education Coordinator will not only continue to follow established 

guidelines but will also monitor t11e related procedures put in place by the administrator, Goshen Community Schools, to the best of t11eir 

abilities. 

Anticipated Completion Date: Immed.iately 

Dr. Scot Croner 

Superintendent 

scroner@wanee.org 

Mrs. Randi Libby 

Business Manager 

rlibby@wanee.org 

Business ?vfanager 

(fitle) 

O'i /24/2018 

(Date) 

Mrs. Michelle Clouser Penrod 

Director of Curriculum 

mclouserpenrod@wancc.org 
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WA-NEE COMMUNITY SCHOOLS 
AUDIT RESULT AND COMMENT 

 
 

OVERDRAWN CASH BALANCES  
 

The cash balance for the Textbook Rental fund was overdrawn at June 30, 2015, and June 30, 
2016, by $137,657, and $139,314, respectively.  The cash balance for the School Bus Replacement fund 
was overdrawn at June 30, 2016, by $73,130. 
 

The cash balance of any fund may not be reduced below zero.  Routinely overdrawn funds 
could be an indicator of serious financial problems which should be investigated by the unit.  
(Accounting and Uniform Compliance Guidelines Manual for Schools, Chapter 1) 
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WA-NEE COMMUNITY SCHOOLS 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on May 24, 2018, with Randi Libby, Treasurer; Scot 
Croner, Superintendent of Schools; and Don Lehman, President of the School Board. 




