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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 NORTH MONTGOMERY COMMUNITY
SCHOOL CORPORATION, MONTGOMERY COUNTY, INDIANA

This report is supplemental to our audit report of the North Montgomery Community School
Corporation (School Corporation), for the period from July 1, 2016 to June 30, 2018. 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.

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

Paul D. Joyce, CPA
State Examiner

February 7, 2019



NORTH MONTGOMERY COMMUNITY SCHOOL CORPORATION
FEDERAL FINDINGS

FINDING 2018-001

Subject: Child Nutrition Cluster - Reporting

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 2016 - 17, FY 2017 - 18
Pass-Through Entity: Indiana Department of Education

Compliance Requirement: Reporting

Audit Finding: Material Weakness

Repeat Finding

This is a repeat finding from the immediately prior audit report. The prior audit finding number was
2016-003.

Condlition

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 compliance requirement.

The School Corporation did not have a control or procedure in place to ensure compliance with
requirements related to the Annual Financial Report.

Context

The lack of controls was a systemic issue, which occurred until March 2018, when a control was
implemented based on the finding during the prior audit.

Criteria
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 to ensure compliance with the
Reporting compliance requirement.

Effect

The failure to establish an effective internal control system, which would include segregation of
duties, placed the School Corporation at risk of noncompliance with the grant agreement and the Reporting
compliance requirement.



NORTH MONTGOMERY COMMUNITY SCHOOL CORPORATION
FEDERAL FINDINGS
(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 grant agreement and the Reporting 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 2018-002

Subject: Special Education Grants to States - Allowable Costs/Cost Principles

Federal Agency: Department of Education

Federal Program: Special Education Grants to States

CFDA Number: 84.027

Federal Award Numbers and Years (or Other Identifying Numbers): 14217-075-PN01, 14218-075-PN01
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 com-
pliance requirement.

The School Corporation presented Semi-Annual Certifications for the audit period as evidence of
time and effort. In the periods selected for testing, 24 percent of the employees paid from Special Education
funds were not included on the Semi-Annual Certifications.

Context

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

Criteria
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). . . ."
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NORTH MONTGOMERY COMMUNITY SCHOOL CORPORATION
FEDERAL FINDINGS
(Continued)
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;

(i) 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) Encompass both federally assisted and all other activities compensated by the non-
Federal entity on an integrated basis, but may include the use of subsidiary records
as defined in the non-Federal entity's written policy;

(v) Comply with the established accounting policies and practices of the non-Federal
entity (See paragraph (h)(1)(ii) above for treatment of incidental work for IHEs.); and

(vi) [Reserved]

(vii) 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. . . ."

Cause

Management had not developed a system of internal controls that would have ensured compliance
with the Allowable Costs/Cost Principles compliance requirement.

Effect

The failure to establish an effective internal control system placed the School Corporation in non-
compliance with the grant agreement and the Allowable Costs/Cost Principles compliance requirement.

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 grant agreement and the Allowable Costs/Cost Principles compliance requirement.

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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North Montgomery Community School Corporation

480 West 580 North | Crawfordsville, IN 47933-7306
Phone: (765) 359-2112 | Fax: (765) 359-2111 | www.nm.k12.in.us

CORRECTIVE ACTION PLAN

FINDING 2018-001

Contact Person Responsible for Corrective Action: Glenda Nice, Treasurer
Contact Phone Number; 765-359-21 12

Views of Responsible Official:
Audit adjustments and recommendations were accepted and corrected.

Description of Corrective Action Plan:
For compliance all reporting will be reviewed by the preparer and reviewed/approved by the Treasurer or
Business Manager.

Completion Date: April 12, 2018

FINDING 2018-002

Contact Person Responsible for Corrective Action: Glenda Nice, Treasurer
Contact Phone Number: 765-359-2112

Views of Responsible Official:
Audit adjustments and recommendations were accepted and corrected.

Description of Corrective Action Plan:
For compliance all reporting will be reviewed by the preparer and reviewed/approved by the
Superintendent or Business Manager.

Anticipated Completion Date: January 31, 2019
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Helping today’s students find their TRUE NORTH for a better tomorrow!
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"BOARD OF SCHOOL TRUSTEES
Karin Odle, President | Gary Bohlander, Vice President | Terresa Hatke, Secretary | Jess Cain | Kathy Crawford | Gerald Hole | Michael Shepherd



NORTH MONTGOMERY COMMUNITY SCHOOL CORPORATION
EXIT CONFERENCE

The contents of this report were discussed on February 7, 2019, with Glenda Nice, Treasurer;
Dr. Colleen Moran, Superintendent of Schools; Karyn Elder, Food Service Director; Jim McBee, Director of
Business; and Karin Kerber-Odle, President of the School Board.





