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EXECUTIVE SUMMARY 

Summary of Report on Financial Statements 

The District’s basic financial statements, as of and for the fiscal year ended June 30, 2010, were presented 
fairly, in all material respects, in accordance with prescribed financial reporting standards.  Our report on 
the District’s financial statements is included in the District’s Comprehensive Annual Financial Report for 
the fiscal year ended June 30, 2010.   

Summary of Report on Internal Control and Compliance 

Our audit did not identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses.  

The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards issued by the Comptroller General of the United States. 
  

Summary of Reports on Federal Awards 

Information on the Schedule of Expenditures of Federal Awards (SEFA) is presented for purposes of 
additional analysis and is not a required part of the District’s basic financial statements.  Information on the 
SEFA is fairly stated, in all material respects, in relation to the District’s basic financial statements taken as 
a whole. 

We audited the District’s Federal awards for compliance with applicable Federal requirements.  The Title I, 
Part A Cluster; Special Education Cluster; State Fiscal Stabilization Fund Cluster; and Head Start programs 
were audited as major Federal programs.  The results of our audit indicated that the District materially 
complied with the requirements that were applicable to the major Federal programs tested.  However, we 
did note noncompliance and control deficiency findings as summarized below.   

Federal Awards Finding No. 1:  Improvements were needed in District procedures for reporting program 
information and related expenditures on the Schedule of Expenditures of Federal Awards. 

Federal Awards Finding No. 2:  The District needed to enhance its procedures to ensure that enrollment 
levels are maintained in accordance with Federal requirements for the Head Start program. 

Federal Awards Finding No. 3:  Certain salary and benefit costs were inappropriately charged to the Head 
Start program, resulting in $6,369.03 of questioned costs.   

Audit Objectives and Scope 

Our audit objectives were to determine whether the Martin County District School Board and its officers 
with administrative and stewardship responsibilities for District operations had: 

 Presented the District’s basic financial statements in accordance with generally accepted accounting 
principles; 

 Established and implemented internal control over financial reporting and compliance with 
requirements that could have a direct and material effect on the financial statements or on a major 
Federal program; 

 Complied with the various provisions of laws, rules, regulations, contracts, and grant agreements 
that are material to the financial statements, and those applicable to the District’s major Federal 
programs. 

Audit Methodology 

The methodology used to develop the findings in this report included the examination of pertinent District 
records in connection with the application of procedures required by auditing standards generally accepted 
in the United States of America, applicable standards contained in Government Auditing Standards issued 
by the Comptroller General of the United States, and Office of Management and Budget Circular A-133. 
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AUDITOR GENERAL 
STATE OF FLORIDA 

G74 Claude Pepper Building 
111 West Madison Street 

Tallahassee, Florida 32399-1450 

The President of the Senate, the Speaker of the 
 House of Representatives, and the 
  Legislative Auditing Committee 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

We have audited the financial statements of the governmental activities, the aggregate discretely presented component 

units, each major fund, and the aggregate remaining fund information of the Martin County District School Board as 
of and for the fiscal year ended June 30, 2010, which collectively comprise the District’s basic financial statements, 

and have issued our report thereon dated December 7, 2010.  Our report on the basic financial statements was 

modified to include a reference to other auditors.  We conducted our audit 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.  Other auditors audited the 

financial statements of the school internal funds and the aggregate discretely presented component units, as described 
in our report on the Martin County District School Board’s financial statements.  For the school internal funds and 

the aggregate discretely presented component units, this report does not include the results of the other auditors’ 

testing of internal control over financial reporting or compliance and other matters that are reported on separately by 

those auditors.   

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the District’s internal control over financial reporting as a basis 

for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the District’s internal control over financial 

reporting.  Accordingly, we do not express an opinion on the effectiveness of the District’s internal control over 

financial reporting. 

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 District’s financial statements will not be prevented, or 

detected and corrected on a timely basis.  

DAVID W. MARTIN, CPA
AUDITOR GENERAL 

PHONE: 850-488-5534
FAX: 850-488-6975 
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Our consideration of internal control over financial reporting 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 financial reporting 

that might be deficiencies, significant deficiencies, or material weaknesses.  We did not identify any deficiencies in 

internal control over financial reporting that we consider to be material weaknesses, as defined above.  

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the District’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, rules, 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.   

We noted certain matters that we reported to District management in our operational audit report No. 2011-056, 
dated December 2010. 

Pursuant to Section 11.45(4), Florida Statutes, this report is a public record and its distribution is not limited.  

Auditing standards generally accepted in the United States of America require us to indicate that this report is 

intended solely for the information and use of the Legislative Auditing Committee, members of the Florida Senate 

and the Florida House of Representatives, Federal and other granting agencies, and applicable management and is not 
intended to be and should not be used by anyone other than these specified parties. 

Respectfully submitted, 

 

David W. Martin, CPA 
December 7, 2010 



MARCH 2011 REPORT NO. 2011-122 

3 

AUDITOR GENERAL 
STATE OF FLORIDA 

G74 Claude Pepper Building 
111 West Madison Street 

Tallahassee, Florida 32399-1450 

The President of the Senate, the Speaker of the 
 House of Representatives, and the 
  Legislative Auditing Committee 

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT 
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON 

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

Compliance 

We have audited the Martin County District School Board’s compliance with the types of compliance requirements 

described in the United States Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that 
could have a direct and material effect on each of the District’s major Federal programs for the fiscal year ended June 

30, 2010.  The District’s major Federal programs are identified in the SUMMARY OF AUDITOR’S RESULTS 

section of the SCHEDULE OF FINDINGS AND QUESTIONED COSTS.  Compliance with the requirements 

of laws, regulations, contracts, and grants applicable to each of its major Federal programs is the responsibility of 

District management.  Our responsibility is to express an opinion on the District’s compliance based on our audit.    

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 OMB Circular A-133.  Those standards and OMB Circular A-133 

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 District’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.  Our audit does not provide a legal determination of the 

District's compliance with those requirements.   

In our opinion, the District complied, in all material respects, with the compliance requirements referred to above that 

could have a direct and material effect on each of its major Federal programs for the year ended June 30, 2010.  
However, the results of our auditing procedures disclosed instances of noncompliance with those requirements, which 

are required to be reported in accordance with OMB Circular A-133 and which are described in the SCHEDULE OF 

FINDINGS AND QUESTIONED COSTS section of this report as Federal Awards Finding Nos. 1 through 3. 

   

DAVID W. MARTIN, CPA
AUDITOR GENERAL 

PHONE: 850-488-5534
FAX: 850-488-6975 
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Internal Control Over Compliance 

District management is responsible for establishing and maintaining effective internal control over compliance with 

requirements of laws, regulations, contracts, and grants applicable to Federal programs.  In planning and performing 
our audit, we considered the District’s internal control over compliance with the requirements that could have a direct 

and material effect on a major Federal program to determine auditing procedures for the purpose of expressing our 

opinion on compliance and to test and report on internal control over compliance in accordance with OMB Circular 

A-133, 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 District’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 deficiency, 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.   

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 that might be deficiencies, significant 

deficiencies, or material weaknesses.  We did not identify any deficiencies in internal control over compliance that we 

consider to be material weaknesses, as defined above.  However, we identified certain deficiencies in internal control 

over compliance that we consider to be significant deficiencies as described in the SCHEDULE OF FINDINGS 

AND QUESTIONED COSTS section of this report as Federal Awards Finding No. 1 through 3.  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.   

Schedule of Expenditures of Federal Awards 

We have audited the financial statements of the governmental activities, the aggregate discretely presented component 
units, each major fund, and the aggregate remaining fund information of the Martin County District School Board as 

of and for the fiscal year ended June 30, 2010, which collectively comprise the District’s basic financial statements, 

and have issued our report thereon dated December 7, 2010.  Our report on the basic financial statements was 

modified to include a reference to other auditors.  Our audit was conducted for the purpose of forming opinions on 

the financial statements that collectively comprise the District’s basic financial statements.  The accompanying 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS is presented for purposes of additional analysis 

as required by OMB Circular A-133 and is not a required part of the basic financial statements.  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 basic financial statements.  The information has been subjected to the auditing procedures 

applied in the audit of the basic financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the financial 

statements or to the financial statements themselves, 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 basic 

financial statements taken as a whole.   
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Management’s response to the findings described in the SCHEDULE OF FINDINGS AND QUESTIONED 

COSTS section of this report is included as Exhibit A.  We did not audit management’s response and, accordingly, we 

express no opinion on the response.  

Pursuant to Section 11.45(4), Florida Statutes, this report is a public record and its distribution is not limited.  

Auditing standards generally accepted in the United States of America require us to indicate that this report is 

intended solely for the information and use of the Legislative Auditing Committee, members of the Florida Senate 
and the Florida House of Representatives, Federal and other granting agencies, and applicable management and is not 

intended to be and should not be used by anyone other than these specified parties. 

Respectfully submitted, 

 

David W. Martin, CPA 
February 7, 2011 
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  

 

Federal Grantor/Pass-Through Grantor/Program Title Catalog of Pass - Amount of
Federal Through Expenditures

Domestic Grantor (1)
Assistance Number

Number

United States Department of Agriculture:
Indirect:

Child Nutrition Cluster
Florida Department of Education

School Breakfast Program 10.553 321 $ 675,050.00          $
National School Lunch Program 10.555 300, 350 2,755,967.56      
Summer Food Service Program for Children 10.559 323 63,117.62            

Florida Department of Agriculture and Consumer Services:
National School Lunch Program 10.555(2)(A) None 371,420.00          

Total Child Nutrition Cluster 3,865,555.18      

Florida Department of Education
ARRA - Child Nutrition Discretionary Grants Limited Availability 10.579 371 81,144.31            
Fresh Fruit and Vegetable Program 10.582 None 193,970.00          

Total United States Department of Agriculture 4,140,669.49      

United States Environmental Protection Agency:
Indirect:

St. Johns River Water Management District:
National Estuary Program 66.456 None 26,283.00            

United States Department of Education:
Direct:

Safe and Drug-free Schools and Communities - National Programs 84.184 N/A 70,092.20            
Indirect:

Special Education Cluster:
Florida Department of Education:

Special Education - Grants to States 84.027 263 3,749,721.13      
Special Education - Preschool Grants 84.173 267 107,762.62          
ARRA - Special Education - Grants to States, Recovery Act 84.391 263 1,645,465.18      
ARRA - Special Education - Preschool Grants, Recovery Act 84.392 267 23,030.61            

St. Lucie County District School Board:
Special Education - Grants to States 84.027 None 21,521.00            

Total Special Education Cluster 5,547,500.54      

Title I, Part A Cluster:
Florida Department of Education:

Title I Grants to Local Educational Agencies 84.010 212, 222, 223, 226, 228 2,839,120.87      
ARRA - Title I Grants to Local Educational Agencies, Recovery Act 84.389 222, 226 846,262.42          

Total Title I, Part A Cluster 3,685,383.29      

Educational Technology State Grants Cluster:
Florida Department of Education:

Education Technology State Grants 84.318 121 31,605.81            
ARRA - Education Technology State Grants, Recovery Act 84.386 121 21,908.26            

Total Educational Technology State Grants Cluster 53,514.07            

State Fiscal Stabilization Fund Cluster:
Florida Department of Education:

ARRA - State Fiscal Stabilization Fund (SFSF) - Education State Grants, Recovery Act 84.394 591 5,945,712.00      
ARRA - State Fiscal Stabilization Fund (SFSF) - Government Services, Recovery Act 84.397 592 729,512.83          4,865.35

Total State Fiscal Stabilization Fund Cluster 6,675,224.83      4,865.35       

Provided to
Amount

MARTIN COUNTY
DISTRICT SCHOOL BOARD

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2010

Subrecipients
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Federal Grantor/Pass-Through Grantor/Program Title Catalog of Pass - Amount of
Federal Through Expenditures

Domestic Grantor (1)
Assistance Number

Number

United States Department of Education (Continued):
Florida Department of Education:

Adult Education - Basic Grants to States 84.002 191, 193 $ 151,420.88          $
Migrant Education - State Grant Program 84.011 217 140,626.30          
Career and Technical Education - Basic Grants to States 84.048 151, 161 154,678.51          
Safe and Drug-Free Schools and Communities - State Grants 84.186 103 53,511.72            
Even Start - State Educational Agencies 84.213 219 184,013.74          
English Language Acquisition Grants 84.365 102 285,986.32          
Improving Teacher Quality State Grants 84.367 224 645,112.36          
School Improvement Grants 84.377 126 34,459.11            
ARRA - Education of Homeless Children and Youth, Recovery Act 84.387 127 9,023.13              

Total Indirect 17,620,454.80    4,865.35       

Total United States Department of Education 17,690,547.00    4,865.35       

United States Department of Health and Human Services:
Direct:

Head Start Cluster:
Head Start 93.600 (3) N/A 1,823,274.50      
ARRA - Head Start 93.708 (3) N/A 73,431.56            

Total Head Start Cluster 1,896,706.06      

Indirect:
Florida Developmental Disabilities Council, Inc.:

Developmental Disabilities Basic Support and Advocacy Grants 93.630 691CD08, 755CD09C 100,000.00          
Florida State University:

Block Grants for Prevention and Treatment of Substance Abuse 93.959 LD609 27,795.29            
Total Indirect 127,795.29          

Total United States Department of Health and Human Services 2,024,501.35      

United States Department of Homeland Security:
Indirect:

Florida Department of Emergency Management:
Hazard Mitigation Grant 97.039(2)(B) None 1,000,731.70      

United States Department of Interior - Fish and Wildlife Services:
Indirect:

Martin County Board of County Commissioners:
Payments in Lieu of Local Property Taxes on Exempt Land None None 30,502.65            

United States Department of Defense:
Direct:

Army Junior Reserve Officers Training Corps None N/A 69,585.83            
Air Force Junior Reserve Officers Training Corps None N/A 129,886.74          

Total United States Department of Defense 199,472.57          

Total Expenditures of Federal Awards $ 25,112,707.76    $ 4,865.35       

Notes: (1)

(2) Noncash Assistance.

(3)
(B)  Donation of Federal Property - Represents the Federally-paid portion of emergency shelter generator totaling $1,000,731.70.  Installation was complete in 2009-10.
Head Start. Expenditures include $767,987.75 for grant number/program year 4CH0466/19; $1,055,286.75 for grant number/program year 04CH0466/20, and $73,431.56 for
grant number/program year 04SE0466/01.

Amount
Provided to

Subrecipients

Basis of Presentation.  The Schedule of Expenditures of Federal Awards represents amounts expended from Federal programs during the fiscal year as determined based on 
the modified accrual basis of accounting.  The amounts reported on the Schedule have been reconciled to and are in material agreement with amounts recorded in the 
District's accounting records from which the basic financial statements have been reported.

(A)  Food Donation - Represents the amount of donated food received during the fiscal year.  Commodities are valued at fair value as determined at the time of donation.

MARTIN COUNTY
DISTRICT SCHOOL BOARD

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)
For the Fiscal Year Ended June 30, 2010
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MARTIN COUNTY 
DISTRICT SCHOOL BOARD 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

 
SUMMARY OF AUDITOR’S RESULTS 

 

Financial Statements 

Type of auditor’s report issued: Unqualified  
 
Internal control over financial reporting: 

Material weakness(es) identified? No 

Significant deficiency(ies) identified that are 
  not considered to be a material weakness(es)? None reported 

Noncompliance material to financial 
  statements noted? No 

Federal Awards 

Internal control over major programs: 

Material weakness(es) identified? No 

Significant deficiency(ies) identified that  
  are not considered to be a material weakness(es)? Yes 

Type of report the auditor issued on compliance for major programs: Unqualified for all major programs 
 
Any audit findings disclosed that are required to be reported 
 in accordance with Section 510(a) of OMB Circular A-133? Yes 

Identification of major programs:   Title I Part A Cluster (CFDA Nos. 84.010 
and 84.389 - ARRA), Special Education 
Cluster (CFDA Nos. 84.027, 84.173, 
84.391 - ARRA, and 84.392 - ARRA), 
State Fiscal Stabilization Fund (CFDA 
No. 84.394 - ARRA and 84.397 - ARRA), 
and Head Start (CFDA Nos. 93.600 and 
93.708 - ARRA)  
  

Dollar threshold used to distinguish between 
  Type A and Type B programs: $753,381   

Auditee qualified as low-risk auditee? Yes 



MARCH 2011 REPORT NO. 2011-122 

9 

MARTIN COUNTY  
DISTRICT SCHOOL BOARD 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

 

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 

 

Federal Awards Finding No. 1 
Federal Agencies:  United States Department of  Agriculture, United States Department of Education,  
  United States Department of Health and Human Services, and United States Department of Homeland  
  Security 
Pass-Through Entities:  Florida Department of Agriculture and Consumer Services, Florida    
  Department of  Education Program, and Florida Division of Emergency Management 
Program:  Child Nutrition Discretionary Grants Limited Availability (CFDA 10.579 - ARRA); Education 
  Technology  State Grants, Recovery Act (CFDA 84.386); Title I Grants to Local Educational Agencies,  
  Recovery  Act (CFDA 84.389); Special Education – Grants to States, Recovery Act (CFDA 84.391);  
  Special Education – Preschool Grants, Recovery Act (CFDA 84.392); State Fiscal Stabilization  
  Fund (SFSF) – Education State Grants, Recovery Act (CFDA 84.394); State Fiscal Stabilization  
  Fund (SFSF) - Government Services, Recovery Act (CFDA 84.397); ARRA - Head Start (CFDA 93.708); 
  and Hazard Mitigation Grant (CFDA 97.039) 
Finding Type:  Noncompliance and Significant Deficiency 
Questioned Costs:  Not Applicable 

Reporting – Schedule of Expenditures of Federal Awards.  United States Office of Management and Budget 

Circular A-133 requires the District to prepare a Schedule of Expenditures of Federal Awards (SEFA) that contains 
certain information, such as a list of Federal programs by Federal agency, individual Federal programs within a cluster 

of programs, and the total Federal awards expended for each Federal program.  Also, Circular A-133 requires the 

District to obtain compliance audits of major Federal awards at least once every three years for awards with 

expenditures that exceed 3 percent of the total Federal expenditures ($753,381.23 is 3 percent of the District’s 

2009-10 fiscal year Federal expenditures).  In addition, Title 2, Section 176.210(b), Code of Federal Regulations, as 

amended in April 2009, requires the District to separately identify the expenditures for Federal awards under the 
America Recovery and Reinvestment Act (ARRA) on the SEFA.   

We noted instances in which the District’s SEFA did not contain certain required data, contrary to Circular A-133.  

For example, through our review of District records and inquiries, we determined that: 

 The Hazard Mitigation Grant represented a major Federal program with expenditures totaling $1,000,731.70; 
however, the District did not report the program and related expenditures on the SEFA.   

 The following Federal grant expenditures were included in the respective cluster amounts, but not separately 
identified as ARRA on the SEFA:  ARRA – Title I program ($846,262.42), ARRA – Special Education: 
Grants to States ($1,645,465.18) and Preschool Grants ($23,031); and ARRA – State Fiscal Stabilization Fund 
Education: State Grants ($5,945,712) and Government Services ($729,512.83).  

 ARRA – School Lunch Equipment program and ARRA – Head Start program expenditures totaling 
$81,144.31 and $73,341.56, respectively, were totaled separately on the SEFA, but not identified as ARRA 
expenditures. 

 ARRA – Education Technology program and related expenditures, totaling $21,908, were not reported on the 
SEFA. 
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Without procedures to accurately report Federal programs and related expenditures on the SEFA, the risk increases 
that major Federal programs may not be audited, contrary to Federal requirements, and costs associated with those 

programs may be subject to disallowance by the grantors.   

Recommendation: The District should enhance procedures to ensure the accuracy of the Schedule of 
Expenditures of Federal Awards. 

District Contact Person:  Brian Thabit, Executive Director of Finance 

Federal Awards Finding No. 2  
Federal Agency: United States Department of Health and Human Services 
Award Number:  04CH046617, 04CH046618 
Program:  Head Start (CFDA No. 93.600) 
Finding Type:  Noncompliance and Significant Deficiency     
Questioned Costs: Not Applicable 

Earmarking.  Title 45, Code of Federal Regulations, Section 1305.4(b)(1) and (2), provides that at least 90 percent of 

the Head Start program participants must be low income (i.e., family income below the official Federal poverty 
guidelines or receives public assistance) and up to 10 percent of the program participants may be from families that 

are above the income threshold.  During the 2009-10 fiscal year, the District was funded for enrollment in the 

program ranging from 265 to 270 participants, allowing up to 27 students who were above the income threshold, and 

the District reported program expenditures totaling approximately $1.9 million. 

In August 2009, while reviewing student files and information used for admitting participants into the program, 

District personnel noted that 40 participants, or 13 more than allowed, were above the income threshold.  Head Start 
personnel performed a subsequent review of family income correspondence, resulting in status changes for some 

participants and a decrease in the number of participants above the income threshold to 36 participants.  Head Start 

personnel indicated that the overenrollment of these type participants was the result of inaccuracies in the reported 

income status of some applicants due to input errors by employees during the enrollment process.   

In addition, Title 42, Section 9835(d), United States Code (USC), requires a minimum of 10 percent of the Head Start 
program enrollment to be children with disabilities, unless a waiver is obtained from the Administration for Children 

and Families (ACF).  In February 2010, children with disabilities represented approximately 4 percent of the children 

participating in the Head Start program, and the Head Start Director requested a waiver to exempt the District from 

this requirement; however, as of January 2011, ACF had not granted the waiver.  The Head Start Director indicated 

that it has been difficult to meet this requirement as the District also operates a separate Voluntary Pre-K program for 
children with disabilities, and many of those children attend that program instead of the Head Start program.  

According to Title 42, Section 9835(d)(4), USC, waivers may be provided not more than 3 years, and to receive such 

waivers, the District must provide evidence demonstrating that reasonable efforts are being made on an annual basis 

to comply with the requirements.  

Final determination of any actions that may result for the exceptions noted above rests with the United States 

Department of Health and Human Services.  

Recommendation: The District should enhance procedures to ensure that it maintains enrollment levels 
in accordance with Federal regulations.  

District Contact Person:  Deana Hughes Newson, Head Start Director   
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Federal Awards Finding No. 3  
Federal Agency: United States Department of Health and Human Services 
Award Number:  04CH046617, 04CH046618 
Program:  Head Start (CFDA No. 93.600) 
Finding Type:  Noncompliance and Significant Deficiency 
Questioned Costs: $6,369.03 

Allowable Costs/Cost Principles - Compensation of Personnel Services.  United States Office of Management 

and Budget (OMB) Circular A-87, Attachment A, Section C.1, provides, in part, that costs must be adequately 

documented to be allowable under Federal awards.  In addition, OMB Circular A-87 provides that charges to Federal 

awards for salaries and wages be based on payrolls documented in accordance with generally accepted practices of the 

governmental unit and approved by a responsible official of the unit.  Where employees are expected to work on 
multiple activities or cost objectives, a distribution of their salaries or wages must be supported by monthly personnel 

activity reports or equivalent documentation.  These reports must reflect an after the-fact distribution of the actual 

activity of each employee and must be signed by the employee.  Where employees are expected to work solely on a 

single Federal award or cost objective, charges for salaries and wages are to be supported by periodic certifications, 

prepared at least semiannually, that the employees worked solely on that program for the period of the certification.   

The Head Start program grant application provided that the District would allocate instructional personnel salary 
costs based on the time spent in the individual program or, in the case where children are in one classroom, by the 

number of children in each program.  The District operated a separate Voluntary Pre-K program, a blended program 

in which Head Start and Voluntary Pre-K/Head Start children are in the same classroom, and the number of children 

in each program changes as participants enter and leave the programs.  In addition, Head Start program personnel 

kept monthly enrollment records by classroom and monthly time and effort reports for each program employee. 

The District incurred salary and benefit charges to the Head Start program of approximately $1.7 million, and our 

tests to determine the propriety of these expenditures disclosed the following: 

 Instructional Personnel.  For 15 instructors, we compared salary and benefit cost allocations to class listings 
that identified participants by program for September 2009 and April 2010.  The salary and benefit costs of all 
15 instructors were charged 100 percent to the Head Start program; however, 7 of the instructors were in 
blended programs for September 2009, and 7 were in blended programs for April 2010.  Based on the ratio of 
non-Head Start participants in these blended classrooms, the Head Start program incurred questioned costs 
totaling $4,942.83 for the two months.   

 Noninstructional Personnel.  For seven noninstructional personnel, we compared salary and benefit cost 
allocations to time and effort records, and noted that the allocated salaries and benefits for three of seven 
noninstructional employees tested did not agree to their monthly time and effort records.  As a result, the 
Head Start program incurred net questioned costs of $1,426.20.  

Although Head Start program personnel kept monthly enrollment records by classroom and monthly time and effort 

reports for program employees, the District did not use this documentation to adjust the salaries and benefits charged 

to the Head Start program.  
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Recommendation: The District should enhance procedures to ensure Head Start program salary and 
benefit costs are reasonably allocated to the program.  Additionally, the District should review the 
2009-10 fiscal year records to determine the extent to which salary and benefit costs were not allocated based 
on monthly enrollment records and the ratio of Head Start participants in the blended classrooms.  For 
amounts that do not represent reasonable charges to the program, including the $6,369.03 in questioned 
costs noted above, the District should restore such charges to the Head Start program.     

District Contact Person:  Deana Hughes Newson, Head Start Director  

MANAGEMENT’S RESPONSE 

Management’s response is included as Exhibit A.   
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

 
MARTIN COUNTY

DISTRICT SCHOOL BOARD
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS - FEDERAL AWARDS

For the Fiscal Year Ended June 30, 2010

Audit Report No. Program/Area Brief Description Status Comments
and Federal

Awards Finding No.

2010-072 No prior Federal Audit Findings.

Listed below is the District's summary of the status of prior audit findings on Federal programs:
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EXHIBIT A  

MANAGEMENT’S RESPONSE 
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EXHIBIT A  

MANAGEMENT’S RESPONSE (CONTINUED) 
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EXHIBIT A  

MANAGEMENT’S RESPONSE (CONTINUED) 
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EXHIBIT A  

MANAGEMENT’S RESPONSE (CONTINUED) 
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EXHIBIT A  

MANAGEMENT’S RESPONSE (CONTINUED) 
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EXHIBIT A  

MANAGEMENT’S RESPONSE (CONTINUED) 
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EXHIBIT A  

MANAGEMENT’S RESPONSE (CONTINUED) 
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EXHIBIT A  

MANAGEMENT’S RESPONSE (CONTINUED) 

 



 

 

 




