B56918

STATE BOARD OF ACCOUNTS
302 West Washington Street
Room E418
INDIANAPOLIS, INDIANA 46204-2769

FEDERAL COMPLIANCE AUDIT REPORT
OF
HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
HUNTINGTON COUNTY, INDIANA

July 1, 2018 to June 30, 2020

FILED

06/17/2021


tloggins
Datefiled

tloggins
Text Box
B56918





TABLE OF CONTENTS

Description Page
SChEAUIE Of OFfiCIAIS ... et e et e e e e e e e et e e e e e e e e e s e e s e e eennaass 2

Independent Auditor's Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of the Financial Statement
Performed in Accordance with Government Auditing Standards.............cccccccveeiiiicciiieeeeeeceeens 3-4

Independent Auditor's Report on Compliance for Each Major Federal Program; Report on
Internal Control over Compliance; and Report on Schedule of Expenditures of Federal

Awards Required by the Uniform GUIdanCe .............cooiiiiiiiiiiiiie e 5-7
Schedule of Expenditures of Federal Awards and Accompanying Notes:

Schedule of Expenditures of Federal AWards ... 10-11

Notes to Schedule of Expenditures of Federal Awards..............c..ooeviiiiiiiiiiiieiie e, 12
Schedule of Findings and QUESHIONEd COSES.........cuuiiiiiiiiiiee e e e s saaeeeeans 13-19
Auditee-Prepared Documents:

Summary Schedule of Prior Audit FINAINGS.......ccuviiiiiiiiieciiee e 22-23

Corrective ACION PIAN ..o e 24-25
L@ 1 g 1= i =T ooy (= RSP SOP 26

INDIANA STATE BOARD OF ACCOUNTS



SCHEDULE OF OFFICIALS

Office Official Term
Treasurer Edette L. Eckert 07-01-18 to 06-30-21
Superintendent
of Schools J. Randall Harris 07-01-18 to 04-30-19
(Vacant) 05-01-19 to 05-27-19
Charles D. Daugherty 05-28-19 to 06-30-21
President of the
School Board Mathew J. Roth 07-01-18 to 06-30-21

INDIANA STATE BOARD OF ACCOUNTS



STATE OF INDIANA

302 WEST WASHINGTON STREET
ROOM E418

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
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INDIANAPOLIS, INDIANA 46204-2769
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
STATEMENT PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

TO: THE OFFICIALS OF THE HUNTINGTON COUNTY COMMUNITY
SCHOOL CORPORATION, HUNTINGTON COUNTY, INDIANA

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statement of the Huntington County
Community School Corporation (School Corporation), for the period of July 1, 2018 to June 30, 2020, and
the related notes to the financial statement, which collectively comprise the School Corporation's financial
statement and have issued our report thereon dated May 25, 2021, wherein we noted the School
Corporation followed accounting practices the Indiana State Board of Accounts prescribes rather than ac-
counting principles generally accepted in the United States of America.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statement, we considered the School
Corporation's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial state-
ment, but not for the purpose of expressing an opinion on the effectiveness of the School Corporation's
internal control. Accordingly, we do not express an opinion on the effectiveness of the School Corporation's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the School Corporation's financial statement will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with gov-
ernance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material weak-
nesses or significant deficiencies. Given these limitations, during our audit we did not identify any defi-
ciencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
STATEMENT PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(Continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School Corporation's financial
statement is free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the School
Corporation's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the School Corporation's internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Paul D. Joyce, CPA
State Examiner

May 25, 2021
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

TO: THE OFFICIALS OF THE HUNTINGTON COUNTY COMMUNITY
SCHOOL CORPORATION, HUNTINGTON COUNTY, INDIANA

Report on Compliance for Each Major Federal Program

We have audited the Huntington County Community School Corporation's (School Corporation)
compliance with the types of compliance requirements described in the OMB Compliance Supplement that
could have a direct and material effect on each of its major federal programs for the period of July 1, 2018
to June 30, 2020. The School Corporation's major federal programs are identified in the Summary of
Auditor's Results section of the accompanying Schedule of Findings and Questioned Costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of the School Corporation's
major federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about the School
Corporation's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the School Corporation's
compliance.

Opinion on Each Major Federal Program
In our opinion, the School Corporation complied, in all material respects, with the types of com-

pliance requirements referred to above that could have a direct and material effect on each of its major
federal programs for the period of July 1, 2018 to June 30, 2020.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE
(Continued)

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required
to be reported in accordance with the Uniform Guidance and which are described in the accompanying
Schedule of Findings and Questioned Costs as items 2020-002 and 2020-003. Our opinion on each major
federal program is not modified with respect to these matters.

The School Corporation's response to the noncompliance findings identified in our audit is
described in the accompanying Corrective Action Plan. The School Corporation's response was not sub-
jected to the auditing procedures applied in the audit of compliance, and, accordingly, we express no
opinion on the response.

Report on Internal Control over Compliance

Management of the School Corporation is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the School Corporation's internal control over
compliance with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the School Corporation's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement
of a federal program on a timely basis. A material weakness in internal control over compliance is a defi-
ciency, or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over com-
pliance that might be material weaknesses or significant deficiencies, and, therefore, material weaknesses
or significant deficiencies may exist that were not identified. We identified certain deficiencies in internal
control over compliance, as described in the accompanying Schedule of Findings and Questioned Costs
as items 2020-001, 2020-002, and 2020-003, that we consider to be material weaknesses.

The School Corporation's response to the internal control over compliance findings identified in our
audit is described in the accompanying Corrective Action Plan. The School Corporation's response was
not subjected to the auditing procedures applied in the audit of compliance, and, accordingly, we express
no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE
(Continued)

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statement of the School Corporation, as of and for the period of July
1, 2018 to June 30, 2020, and the related notes to the financial statement. We issued our report thereon
dated May 25, 2021, which contained a dual opinion on the financial statement. An adverse opinion was
issued regarding the presentation in accordance with U.S. Generally Accepted Accounting Principles, and
an unmodified opinion was issued regarding the presentation in accordance with the Regulatory Basis of
Accounting. Our audit was conducted for the purpose of forming an opinion on the financial statement as
a whole. The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required by the Uniform Guidance and is not a required part of the financial statement.
Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statement. The information has been
subjected to the auditing procedures applied in the audit of the financial statement and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statement or to the financial statement itself, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in
relation to the financial statement as a whole.

Paul D. Joyce, CPA
State Examiner

May 25, 2021
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND ACCOMPANYING NOTES

The Schedule of Expenditures of Federal Awards and accompanying notes presented were
approved by management of the School Corporation. The schedule and notes are presented as intended
by the School Corporation.
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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Years Ended June 30, 2019 and 2020

Pass-Through Total Total
Federal Entity (or Other)  Passed Through Federal Awards  Passed Through  Federal Awards
Federal Grantor Agency CFDA Identifying to Subrecipient Expended to Subrecipient Expended
Cluster Title/Program Title/Project Title Pass-Through Entity or Direct Grant Number Number 06-30-19 06-30-19 06-30-20 06-30-20
Department of Agriculture
Child Nutrition Cluster
School Breakfast Program Indiana Department of Education 10.553
Food Service FY 2018-2019 $ -3 271,102 $ - $ -
Food Service FY 2019-2020 - - - 192,767
COVID-19 - School Breakfast Program Indiana Department of Education 10.553
FY 2019-2020 School Breakfast Program FY 2019-2020 - - - 16,117
Total - School Breakfast Program - 271,102 - 208,884
National School Lunch Program Indiana Department of Education 10.555
Food Service FY 2018-2019 - 1,169,558 - -
Food Service FY 2019-2020 - - - 838,834
Commodities FY 2018-2019 - 206,743 - -
Commodities FY 2019-2020 - - - 200,829
Sub-Total - National School Lunch Program - 1,376,301 - 1,039,663
COVID-19 - National School Lunch Program Indiana Department of Education 10.555
FY 2019-2020 National School Lunch Program FY 2019-2020 - - - 69,476
Total - National School Lunch Program - 1,376,301 - 1,109,139
Summer Food Service Program for Children Indiana Department of Education 10.559
Food Service FY 2018-2019 - 56,645 - -
Food Service FY 2019-2020 - - - 69,144
COVID-19 - Summer Food Service Program for Children Indiana Department of Education 10.559
FY 2019-2020 Summer Food Service Program for Children FY 2019-2020 - - - 308,282
Total - Summer Food Service Program for Children - 56,645 - 377,426
Total - Child Nutrition Cluster - 1,704,048 - 1,695,449
Total - Department of Agriculture - 1,704,048 - 1,695,449
Department of Education
Special Education Cluster (IDEA)
Special Education Grants to States Indiana Department of Education 84.027
14217-027-PN01 - 50,823 - -
18611-027-PN01 - 282,793 - 63,443
19611-027-PN01 - 840,892 - 324,710
20611-027-PN01 - - - 872,062
Total - Special Education Grants to States - 1,174,508 - 1,260,215
Special Education Preschool Grants Indiana Department of Education 84.173
18619-027-PN01 - 7,610 - -
19619-027-PN01 - 36,352 - 10,722
20619-027-PN01 - - - 38,679
Total - Special Education Preschool Grants - 43,962 - 49,401
Total - Special Education Cluster (IDEA) - 1,218,470 - 1,309,616
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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Years Ended June 30, 2019 and 2020

Pass-Through Total Total
Federal Entity (or Other)  Passed Through Federal Awards  Passed Through  Federal Awards
Federal Grantor Agency CFDA Identifying to Subrecipient Expended to Subrecipient Expended
Cluster Title/Program Title/Project Title Pass-Through Entity or Direct Grant Number Number 06-30-19 06-30-19 06-30-20 06-30-20
Title | Grants to Local Educational Agencies Indiana Department of Education 84.010
S010A150014 - 246,425 -
S010A170014 - 79,802 -
S010A180014 - 566,346 213,814
S010A190014 - - 520,340
Total - Title | Grants to Local Educational Agencies - 892,573 734,154
Career and Technical Education - Basic Grants to States Bluffon-Harrison MSD 84.048
FY 2018-2019 - 53,047 -
FY 2019-2020 - - 66,822
Total - Career and Technical Education - Basic Grants to States - 53,047 66,822
Supporting Effective Instruction State Grants Indiana Department of Education 84.367
S367A150015 - 61,888 -
S367A170013 - 103,048 39,574
S367A180013 - - 97,022
Total - Supporting Effective Instruction State Grants - 164,936 136,596
Student Support and Academic Enrichment Program Indiana Department of Education 84.424
S424A190015 - - 52,959
Total - Department of Education - 2,329,026 2,300,147
Department of Health and Human Services
Medicaid Cluster
Medical Assistance Program Family and Social Services Administration 93.778
Individualized Education Programs (IEP) FY 2018-2019 - 171,350 -
Individualized Education Programs (IEP) FY 2019-2020 - - 167,768
Total - Medical Assistance Program - 171,350 167,768
Total - Medicaid Cluster - 171,350 167,768
Total - Department of Health and Human Services - 171,350 167,768
Total federal awards expended $ -3 4,204,424 $ $ 4,163,364

The accompanying notes are an integral part of the Schedule of Expenditures of Federal Awards.




HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1. Summary of Significant Accounting Policies
A. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (SEFA) includes the federal
grant activity of the School Corporation under programs of the federal government for the
years ended June 30, 2019 and 2020. The information in the SEFA is presented in accor-
dance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Because the SEFA presents only a select portion of the operations of
the School Corporation, it is not intended to and does not present the financial position of the
School Corporation.

The Uniform Guidance requires an annual audit of nonfederal entities expending a total
amount of federal awards equal to or in excess of $750,000 in any fiscal year unless by
constitution or statute a less frequent audit is required. In accordance with Indiana Code
(IC 5-11-1-25), audits of school corporations shall be conducted biennially. Such audits shall
include both years within the biennial period.

B. Other Significant Accounting Policies

Expenditures reported on the SEFA are reported on the cash basis of accounting. Such
expenditures are recognized following, as applicable, either the cost principles in OMB
Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, or the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures are not
allowed or are limited as to reimbursement. When federal grants are received on a reim-
bursement basis, the federal awards are considered expended when the reimbursement is
received.

Note 2. Indirect Cost Rate

The School Corporation has elected not to use the 10 percent de minimis indirect cost rate
allowed under the Uniform Guidance.
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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section I - Summary of Auditor’'s Results
Financial Statement:

Type of auditor's report issued: Adverse as to GAAP; Unmodified
as to Regulatory Basis

Internal control over financial reporting:

Material weaknesses identified? no
Significant deficiencies identified? none reported
Noncompliance material to financial statement noted? no

Federal Awards:
Internal control over major programs:
Material weaknesses identified? yes
Significant deficiencies identified? none reported

Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)? yes

Identification of Major Programs and type of auditor's report issued on compliance for each:

CFDA Opinion

Number Name of Federal Program or Cluster Issued
Child Nutrition Cluster Unmodified
Special Education Cluster (IDEA) Unmodified

84.010 Title | Grants to Local Educational Agencies Unmodified
Dollar threshold used to distinguish between Type A and Type B programs: $750,000

Auditee qualified as low-risk auditee? no

Section Il - Financial Statement Findings

No matters are reportable.

Section lll - Federal Award Findings and Questioned Costs
FINDING 2020-001

Subject: Child Nutrition Cluster - Special Tests and Provisions - Paid Lunch Equity

Federal Agency: Department of Agriculture

Federal Programs: National School Lunch Program, COVID-19 - National School Lunch Program
CFDA Number: 10.555

Federal Award Numbers and Years (or Other Identifying Numbers): FY 2018-2019, FY 2019-2020
Pass-Through Entity: Indiana Department of Education

Compliance Requirement: Special Tests and Provisions - Paid Lunch Equity

Audit Finding: Material Weakness

INDIANA STATE BOARD OF ACCOUNTS




HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Condition and Context
An effective internal control system was not in place at the School Corporation to ensure com-
pliance with requirements related to the grant agreement and the Special Tests and Provisions - Paid Lunch

Equity compliance requirement.

In both years of the audit period, the School Corporation received a PLE Exemption; however, the
Food Service Director was the only individual involved in the process of obtaining the exemptions.

The lack of internal controls was a systemic issue 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). . . ."

Cause

Management had not developed a system of internal controls that would have ensured compliance
with the Special Tests and Provisions - Paid Lunch Equity compliance requirement.

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 requirement listed above. A lack of segre-
gation of duties within an internal control system could have also allowed noncompliance with the compli-
ance 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.
Questioned Costs
There were no questioned costs identified.
Recommendation
We recommended that the School Corporation's management establish a system of internal con-
trols to ensure compliance and comply with the grant agreement and the Special Tests and Provisions -
Paid Lunch Equity 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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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

FINDING 2020-002

Subject: Child Nutrition Cluster - Program Income

Federal Agency: Department of Agriculture

Federal Programs: School Breakfast Program, COVID-19 - School Breakfast Program, School Lunch
Program, COVID-19 - School Lunch Program, Summer Food Service Program for
Children, COVID-19 - Summer Food Service Program for Children

CFDA Numbers: 10.553, 10.555, 10.559

Federal Award Numbers and Years (or Other Identifying Numbers): FY 2018-2019, FY 2019-2020

Pass-Through Entity: Indiana Department of Education

Compliance Requirement: Program Income

Audit Findings: Material Weakness, Other Matters

Repeat Finding

This is a repeat finding from the immediately prior audit report. The prior audit finding number was
2018-002.

Condition and Context

An effective internal control system was not in place at the School Corporation to ensure compli-
ance with requirements related to the grant agreement and the Program Income compliance requirement.

The School Corporation had not designed or implemented adequate policies and procedures to
ensure that program income was properly recorded in the financial records. The School Corporation
receipted all food service collections into the School Lunch - Prepaid Food fund and then transferred earned
income to the School Lunch fund based on amounts from the Prepaid Liability Report, which was not the
correct report to use. The amount transferred for earned income should have been based on the prepaid
money used from the Meal and Revenue Report.

The lack of internal controls and noncompliance were systemic issues 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). . . ."

7 CFR 220.7(e) states in part:

"Each school food authority approved to participate in the program shall enter into a written
agreement with the State agency or the Department through the FNSRO, as applicable, that
may be amended as necessary. . . . Such agreements shall provide that the School Food
authority shall, with respect to participating schools under its jurisdiction: . . .
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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

(12) Maintain a financial management system as prescribed by the State agency, or
FNSRO where applicable; . . ."
7 CFR 210.14(c) states:
"Financial assurances. The school food authority shall meet the requirements of the State
agency for compliance with § 210.19(a) including any separation of records of nonprofit school
food service from records of any other food service which may be operated by the school food

authority as provided in paragraph (a) of this section."

7 CFR 210.14(f)(3) states: "All revenue from the sale of nonprogram foods shall accrue to the
nonprofit school food service account of a participating school food authority."

7 CFR 225.6(e) states in part:
"State-Sponsor Agreement. A sponsor approved for participation in the Program must enter
into a permanent written agreement with the State agency. All sponsors must agree in writing
to:. ..

(12) Maintain a financial management system as prescribed by the State agency; . . ."

Cause

Management had not developed a system of internal controls that would have ensured compliance
with the Program Income compliance requirement.

Effect
The failure to establish an effective internal control system enabled material noncompliance to go
undetected. Noncompliance with the grant agreement and the Program Income compliance requirement
could have resulted in the loss of federal funds to the School Corporation.
Questioned Costs
There were no questioned costs identified.

Recommendation

We recommended that the School Corporation's management establish internal controls to ensure
compliance and comply with the grant agreement and the Program Income 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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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

FINDING 2020-003

Subject: Child Nutrition Cluster - Procurement and Suspension and Debarment

Federal Agency: Department of Agriculture

Federal Programs: School Breakfast Program, COVID-19 - School Breakfast Program, School Lunch
Program, COVID-19 - School Lunch Program, Summer Food Service Program for
Children, COVID-19 - Summer Food Service Program for Children

CFDA Numbers: 10.553, 10.555, 10.559

Federal Award Numbers and Years (or Other Identifying Numbers): FY 2018-2019, FY 2019-2020

Pass-Through Entity: Indiana Department of Education

Compliance Requirement: Procurement and Suspension and Debarment

Audit Findings: Material Weakness, Other Matters

Repeat Finding

This is a repeat finding from the immediately prior audit report. The prior audit finding number was
2018-001.

Condition
An effective internal control system was not in place at the School Corporation to ensure compli-
ance with requirements related to the grant agreement and the Procurement and Suspension and
Debarment compliance requirement.
Procurement
The School Corporation did not have internal controls in place to ensure that quotes for small
purchases were obtained from qualified sources. During fiscal year 2019-2020, a purchase
was made that fell within the small purchase threshold, and the School Corporation did not
obtain price or rate quotations from an adequate number of qualified sources. In addition, we
were not able to verify that the procurements provided full and open competition.
The lack of internal controls and noncompliance was an isolated issue.
Suspension and Debarment
The School Corporation did not have internal controls in place to ensure that contracted ven-
dors that exceeded $25,000 in the aggregate were not suspended or debarred from partici-
pation in the federal programs.
The lack of internal controls was a systemic issue throughout the audit period.
Criteria

2 CFR 200.303 states in part:

"The non-Federal entity must:
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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

(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). . . ."

2 CFR 200.318(a) states: "The non-Federal entity must use its own documented procurement
procedures which reflect applicable State, local, and tribal laws and regulations, provided that the procure-
ments conform to applicable Federal law and the standards identified in this part."

2 CFR 200.320 states in part:
"The non-Federal entity must use one of the following methods of procurement. . . .

(b) Procurement by small purchase procedures. Small purchase procedures are those
relatively simple and informal procurement methods for securing services, supplies, or
other property that do not cost more than the Simplified Acquisition Threshold. If small
purchase procedures are used, price or rate quotations must be obtained from an adequate
number of qualified sources. . . ."

2 CFR 200.319(b) states:

"The non-Federal entity must conduct procurements in a manner that prohibits the use of
statutorily or administratively imposed state, local, or tribal geographical preferences in the
evaluation of bids or proposals, except in those cases where applicable Federal statutes
expressly mandate or encourage geographic preference. Nothing in this section preempts
state licensing laws. When contracting for architectural and engineering (A/E) services, geo-
graphic location may be a selection criterion provided its application leaves an appropriate
number of qualified firms, given the nature and size of the project, to compete for the contract."

2 CFR 200.318(i) states:

"The non-Federal entity must maintain records sufficient to detail the history of procurement.
These records will include, but are not necessarily limited to the following: rationale for the
method of procurement, selection of contract type, contractor selection or rejection, and the
basis for the contract price."

Cause

Management had not developed a system of internal controls that would have ensured compliance
with the Procurement and Suspension and Debarment compliance requirement.

Effect

The failure to establish an effective internal control system enabled material noncompliance to go
undetected. Noncompliance with the grant agreement and the Procurement and Suspension and
Debarment compliance requirement could have resulted in the loss of federal funds to the School
Corporation.
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HUNTINGTON COUNTY COMMUNITY SCHOOL CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)
Questioned Costs
There were no questioned costs identified.
Recommendation
We recommended that the School Corporation's management establish internal controls to ensure
compliance and comply with the grant agreement and the Procurement and Suspension and Debarment
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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AUDITEE-PREPARED DOCUMENTS

The subsequent documents were provided by management of the School Corporation. The docu-
ments are presented as intended by the School Corporation.
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1063 E900 S .
WARREN, IN 46792 @ PHONE 260-356-8312 FAX 260-358-2222 www.hcesc.k12.in.us

Chad Daugherty, Superintendent | Scott Bumgardner, Business Manager | Jay Peters, Director of Curriculum

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FINDING 2018-001

Fiscal year in which the finding initially occurred: 2017-2018

Pass-Through Entity, if pass-through or Federal Grantor Agency, if direct:
Contact Person Responsible for Corrective Action: Ken Akins/Edette Eckert
Contact Phone Number: 260-356-6104 or 260-356-8312

Status of Audit Finding:
The Corporation Treasurer runs a report from the financial software with vendors that HCCSC
paid from federal funds in excess of $25,000. An inquiry is done on each vendor on the report to

ensure they have not been suspended or debarred. Some vendors may include this information in
their contract. Documentation is kept in a folder by fiscal year.

FINDING 2018-002

Fiscal year in which the finding initially occurred: 2014-2015

Pass-Through Entity, if pass-through or Federal Grantor Agency, if direct: IDOE
Contact Person Responsible for Corrective Action: Ken Akins/Edette Eckert
Contact Phone Number: 260-356-6104 or 260-356-8312

Status of Audit Finding:

The Food Service Director provides a signed monthly sales report from the food service software
to the Treasurer. The Treasuer transfers the actual sales number from the 8400 fund to the 0800
fund. Once the transfer is complete the ending balances are compared to the financial software
for differences. An adjustment is done for differences and reasons for any differences are
identified.

HCCSC

Huntington County Community School Corporation

@ /huntingtoncountycommunityschools @hccsc_official @ @HCCSC

One team...One goal...Student success for all!
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WARREN, IN 46792 @ PHONE 260-356-8312 FAX 260-358-2222 www.hccsc.k12.in.us

FINDING 2018-003

Fiscal year in which the finding initially occurred: 2017-2018

Pass-Through Entity, if pass-through or Federal Grantor Agency, if direct: IDOE
Contact Person Responsible for Corrective Action: Edette Eckert/Beth Husband
Contact Phone Number: 260-356-8312

Status of Audit Finding:

Reminders of due dates for quarterly reports are set on the Director and Administrative Assistants
calenders. Staff working with non-public schools complete time sheets to document time of
services provided. All proportiontate share reports are signed by the Special Education Director
and appropriate financial personnel.

(Note to Officials: To determine what audit findings are required to be reported in the Summary
Schedule of Prior Audit Findings, please see U.S. Office of Management and Budget (OMB),
Circular A-133, Subpart C, section .315(b) for audit periods beginning before December 26, 2014.
For audit periods beginning after December 26, 2014, please see 2 CFR §200.511(b).)

HCCSC

Huntington County Community School Corporation

1countycommunityschools @hccesc_official @ @HCCSC

One team...One goal...Student success for all!
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1063 E900 S .
WARREN, IN 46792 @ PHONE 260-356-8312 FAX 260-358-2222 www.hcesc.k12.in.us

Chad Daugherty, Superintendent | Scott Bumgardner, Business Manager | Jay Peters, Director of Curriculum

CORRECTIVE ACTION PLAN

FINDING 2020-001
Contact Person Responsible for Corrective Action: Ken Akins, Edette Eckert
Contact Phone Number: 260-356-8312

Views of Responsible Official:
We concur with the finding

Description of Corrective Action Plan:
The Food Service Director will present and receive board approval when a PLE Exemption is
received. This is the same process we use when we do not receive an exemption.

Anticipated Completion Date: June 2021

FINDING 2020-002
Contact Person Responsible for Corrective Action: Ken Akins, Edette Eckert
Contact Phone Number: 260-356-8312

Views of Responsible Official:
We concur with the finding

Description of Corrective Action Plan:

The Food Service Director will provide a signed monthly Meal and Revenue report to the
Treasurer. The Treasurer will transfer this amount from the 8400 Prepaid Fund to the 800 School
Lunch Fund.

Anticipated Completion Date: June 2021

HCCSC

Huntington County Community School Corporation

@ /huntingtoncountycommunityschools @hccsc_official @ @HCCSC
One team...One goal...Student success for all!
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FINDING 2020-003
Contact Person Responsible for Corrective Action: Ken Akins, Edette Eckert
Contact Phone Number: 260-356-8312

Views of Responsible Official:
We concur with the finding

Description of Corrective Action Plan:

The Corporation Treasurer has created Federal and Non-Federal funded purchasing guidelines
that has been distributed to all administrators and directors. Price comparisons, quotes, bids and
board approval will occur as required depending on the funding source.

The Corporation Treasurer runs a report from the financial software of vendors that HCCSC paid
in excess of $25,000 from Federal Funds in which we have a contract. An inquiry is performed on
each vendor to ensure they have not been suspended or debarred from participation in a federal
program. All documentation will be reviewed and signed off by the Business Manager and kept in
a folder by calendar and fiscal year.

Anticipated Completion Date: June 2021
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OTHER REPORTS

In addition to this report, other reports may have been issued for the School Corporation. All reports
can be found on the Indiana State Board of Accounts' website: http://www.in.gov/sboa/.
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