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INDIAN RIVER COUNTY
District School Board

EXECUTIVE SUMMARY

Our operational audit disclosed the following:

PERSONNEL AND PAYROLL

Finding No. 1: The District needed to strengthen its controls to ensure timely background rescreenings for
instructional and noninstructional employees, and appropriate evaluation of backgrounds of job applicants
and employees.

Finding No. 2: Enhancements could be made to ensure that terminated employees and their dependents
are timely removed from the District’s health insurance program.

ADULT GENERAL EDUCATION

Finding No. 3: The Board had not adopted a plan for the use of unspent workforce education funds
accumulated over several years.

Finding No. 4: Improvements were needed in controls over the reporting of instructional contact hours for
adult general education classes to the Florida Department of Education.

PROCUREMENT

Finding No. 5: Procurement procedures could be enhanced to provide for routine review of required
statements of financial interests for consideration in making procurement decisions.

VIRTUAL INSTRUCTION PROGRAM

Finding No. 6: Controls over virtual instruction program (VIP) operations and related activities could be
enhanced by developing comprehensive, written procedures.

Finding No. 7: VIP provider contracts did not include certain provisions required by State law.

Finding No. 8: The District could enhance its procedures to ensure that the required number of VIP
options is offered.

Finding No. 9: District records did not evidence that required background screenings were performed for
VIP provider employees and contracted personnel.

Finding No. 10: District records did not evidence that timely, written notifications were provided to parents
about student opportunities to participate in the District’s VIP and open enrollment period dates.

BACKGROUND

The Indian River County School District (District) is part of the State system of public education under the general
direction of the Florida Department of Education, and is governed by State law and State Board of Education rules.
Geographic boundaries of the District correspond with those of Indian River County. The governing body of the
District is the Indian River County District School Board (Board), which is composed of five elected members. The

appointed Superintendent of Schools is the executive officer of the Board.

During the 2013-14 fiscal year, the District operated 25 elementary, middle, high, and specialized schools; sponsored

five charter schools; and reported 17,603 unweighted full-time equivalent students.
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The results of our audit of the District’s financial statements and Federal awards for the fiscal year ended

June 30, 2014, will be presented in a separate report.

FINDINGS AND RECOMMENDATIONS

Personnel and Payroll

Finding No. 1: Background Screenings

Section 1012.315, Florida Statutes, disqualifies persons from District employment in any position that will have direct
contact with students, if the person has been convicted of certain felony offenses such as aggravated battery,
sale/buy/delivery of drugs within 1,000 feet of a school, and other offenses. Also, Sections 1012.56(10), and
1012.465(2), Florida Statutes, require that instructional personnel, and noninstructional personnel who have direct
contact with students, undergo required background rescreenings every five years following the initial screening upon
employment. During the 2013-14 fiscal year, the District had 1,186 and 747 instructional and noninstructional

personnel, respectively.

Human resource department personnel are responsible for assessing whether job applicants possess appropriate
backgrounds for District employment and ensuring personnel are timely rescreened as required. Our review of
District records to determine whether instructional and noninstructional personnel were timely rescreened as required

disclosed the following:

»  Our test of District records for 30 instructional and noninstructional employees disclosed 2 noninstructional
employees, who had direct contact with students, did not have backgrounds appropriate for such contact,
contrary to Section 1012.315, Florida Statutes. These 2 employees included one hired during the
2013-14 fiscal year and convicted of aggravated battery in calendar year 1993, and another with five years of
District expetience and convicted of felony sale/buy/delivery of drugs within 1,000 feet of a school in
calendar year 1992. District personnel indicated that human resources department personnel misinterpreted
the law and will be retrained, and all personnel would be reevaluated to assess whether they have appropriate
backgrounds for District employment. As of October 2014, the District continued to employ the
2 noninstructional personnel ineligible for employment.

» Our test of District records for 16 of 68 instructional and noninstructional employees requited to obtain
background rescreenings during the 2013-14 fiscal year disclosed that 5 of these employees had not been
rescreened as of the time of our review in June 2014 because of District oversights. Subsequent to our
inquiry, the District rescreened these employees, from 254 to 1,028 days late, and none had inappropriate
backgrounds.

Absent appropriate evaluation of job applicant and employee backgrounds and timely background rescreenings, there

is an increased risk that personnel with unsuitable backgrounds may be allowed access to students.

Recommendation: The District should enhance its procedures to ensure that backgrounds of job
applicants are appropriately evaluated for District employment and the District only employs individuals
eligible for employment. The District should also ensure that tequired background rescreenings ate timely
performed for all employees.

Finding No. 2: Health Insurance — Participant Eligibility

The District’s self-insurance program provides health and prescription coverage for eligible participants including

employees, retired former employees, and eligible dependents. Pursuant to Section 1011.18(6), Florida Statutes, the
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District contracted with a third party administrator (TPA) to administer its health and prescription coverage plan and
process, investigate, and pay claims. During the 2013-14 fiscal year, the District reported health insurance program
expenses totaling $18.4 million, including claims expenses of $14.1 million, premium expenses of $2.8 million, and

other expenses totaling $1.5 million.

The District’s risk management department is responsible for adding and deleting health insurance program
participants. District procedures require that terminated employees and their eligible dependents be removed from
the program within the month they terminate employment; however, our review disclosed certain ineligible program

participants as follows:

» Our test of 20 employees who terminated District employment during the 2013-14 fiscal year disclosed
14 former employees who continued to participate in the program after their termination dates. We
expanded our procedures and compared a list of current employees to program participants and identified an
additional 33 former employees who were ineligible program participants, including some that continued to
participate since being terminated during the 2010-11 fiscal year.

» We also reviewed dependent health insurance program participants and identified three ineligible dependents
that exceeded the program eligibility age. District personnel indicated that these errors occurred because the

District inadvertently misclassified the three dependents as incapacitated.
Subsequent to our inquiries, the District removed the ineligible participants from the program in June 2014. Because
of the ineligible participants, the District incurred excessive TPA claims and premium costs totaling $21,412 and

$1,919, respectively.

While District personnel tested claims expense by reviewing supporting documentation of selected claims, controls
could be enhanced to ensure the eligibility of program participants. Absent such controls, there is an increased risk

that the District may incur excessive claim and premium costs of ineligible health insurance program participants.

Recommendation: The District should enhance its controls to ensure eligibility of health insurance
program participants. Such procedures could include comparisons of current employees to program
participants and evaluations of dependents participating in the program to ensure the participants are
eligible for the insurance. The District should also seek reimbursement for the excess claim and premium
costs totaling $21,412 and $1,919, respectively.

Adult General Education

Finding No. 3: Workforce Education Program

Pursuant to Section 1011.80, Florida Statutes, the District receives funding for workforce education programs and is
required to use the money to benefit the programs it provides. During the 2013-14 fiscal year, the District’s
workforce education program revenues totaled $1,399,119. These revenues, when combined with $2,041,676 of
unspent workforce education revenues from prior fiscal years, made available $3,440,795 for workforce education

program expenditures during the 2013-14 fiscal yeat.

Workforce education program expenditures totaled $1,464,327, representing 42.5 percent of that available during the
2013-14 fiscal year. The unencumbered balance carried forward into the 2014-15 fiscal year was $1,976,468.
Although the workforce education funds are restricted for adult education purposes and not subject to reversion,
carrying forward large balances of such funds into subsequent years does not appear to be consistent with legislative
intent for annually funding the adult education program and does not appear to benefit the persons and programs for

which the funds were generated.
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Recommendation: The Board should develop a spending plan for unspent workforce education
program funds to serve as a guide to ensure that these resources will have a direct, positive impact on these
programs as intended by the Legislature.

Finding No. 4: Adult General Education Classes

Section 1004.02(3), Florida Statutes, defines adult general education, in part, as comprehensive instructional programs
designed to improve the employability of the State’s workforce. The District received State funding for adult general
education, and proviso language in Chapter 2013-40, Laws of Florida, Specific Appropriation 117, required that each
school district report enrollment for adult general education programs identified in Section 1004.02, Florida Statutes,

in accordance with the Florida Department of Education (FDOE) instructional hours reporting procedures.

FDOE procedures stated that fundable instructional contact hours are those scheduled hours that occur between the
date of enrollment in a class and the withdrawal date or end-of-class date, whichever is sooner. FDOE procedures
also provided that school districts develop a procedure for withdrawing students for nonattendance and that the
standard for setting the withdrawal date be six consecutive absences from a class schedule, with the withdrawal date

reported as the day after the last date of attendance.

For the 2013-14 fiscal year, the District reported to the FDOE 49,113 instructional contact hours for
652 students enrolled in 24 adult general education classes at three adult education centers. We randomly selected
a representative sample of 2,464 hours reported for 30 students enrolled in 9 adult general education classes to
test the accuracy of the District’s reporting procedures. Our test disclosed 639 hours over-reported for
11 students enrolled in 9 classes, and District personnel indicated that the reporting errors occurred mainly because
of a programming error. Given the number of errors, the full extent of the class hours misreported was not readily

available.

Since future funding may be based, in part, on enrollment data reported to the FDOE, it is important that the District
reports data correctly. A similar finding was noted in our report No. 2014-067.

Recommendation: The District should strengthen its controls to ensure accurate reporting of
instructional contract hours for adult general education classes to the FDOE. The District should also
determine the extent of adult general education hours over-reported and contact the FDOE for proper
resolution.

Procurement

Finding No. 5: Purchasing Procedures

Board-adopted policies prohibit conflicts of interest and the District had certain procedures to reduce the risk of
contractual relationships that cause conflicts of interest. For example, District personnel indicated that standard bid

forms and request for qualifications require vendors to notify the District of conflicts of interest.

The Superintendent, Board members, Chief Financial Officer, Purchasing Director, and other District personnel
including school principals and other directors were required to file a statement of financial interests pursuant to
Section 112.3145, Florida Statutes. While statements of financial interests were filed with the appropriate agency as

required, the Purchasing Department did not review the statements. Providing for routine review and consideration
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of required statements of financial interest by the Purchasing Department would enhance the District’s procurement

practices and reduce the risk of questioned procurement transactions or contractual obligations.

Recommendation: The District should provide for routine review of required statements of financial
interests by its Purchasing Department for consideration in making procurement decisions.

Follow-up to Management's Response:

The District indicates in its response that it does not concur with this finding, that there is no requirement
In the law for statements of financial interests to be submitted to the District’s Purchasing Department, and
that the District has sufficient controls to detect any conflicts of interests. The point of our finding is that
providing for routine review and consideration of required statements of financial interests by the

Purchasing Department would enhance the District’s procurement practices.

Virtual Instruction Program

Finding No. 6: Virtual Instruction Program Policies and Procedures

Pursuant to Section 1001.41(3), Florida Statutes, school districts are responsible for prescribing and adopting
standards and policies to provide each student the opportunity to receive a complete education. Education methods
to implement such standards and policies may include the delivery of learning courses through traditional school
settings, blended courses consisting of both traditional classroom and online instructional techniques, participation in
a virtual instruction program (VIP), or other methods. Section 1002.45, Florida Statutes, establishes VIP
requirements and requires school districts to include mandatory provisions in VIP provider contracts; make available
optional types of virtual instruction; provide timely, written parental notification of VIP options; ensure the eligibility
of students participating in VIPs; and provide computer equipment, Internet access, and instructional materials to

eligible students.

For the 2013-14 fiscal year, District records indicated enrollment of 242 part-time VIP students. The Board adopted a
policy that identified VIP options for students, student eligibility, and open enrollment periods and the District had
written procedures addressing student progression requirements, attendance, mandated testing, and other procedutes
related to the VIP. However, the policies and procedures could be expanded to include more detailed instructions for
personnel responsible for administering the VIP, as well as procedures for other VIP statutory requirements, such as
provider contracts, required written notices, instructional materials, and computing resources. The policies and
procedures could also be expanded to provide guidance on monitoring VIP teacher qualifications and certifications.
For example, policies and procedures could require District personnel to confirm Florida teaching certificates with the
FDOE and survey a sample of parents to confirm that the contracted VIP teachers were the teachers who provided
the services. Further, the absence of comprehensive, written VIP policies and procedures may have contributed to

the instances of District noncompliance and control deficiencies identified in Finding Nos. 7 through 10.

Recommendation: The District should develop and maintain comprehensive, written VIP policies and
procedures to enhance the effectiveness of its VIP operations and related activities.
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Finding No. 7: Provider Contracts

Section 1002.45(4), Florida Statutes, requires that each contract with a FDOE-approved VIP provider contain certain
provisions. While the District entered into contracts with three FDOE-approved providers, the contracts contained
deficiencies and lacked some statutorily required provisions. District personnel indicated that they were unaware the

contracts needed to include the following provisions:

» One contract lacked a provision requiring the provider to utilize only teachers certified to teach in Florida.
Section 1002.45(2)(a)3., Florida Statutes, requires all instructional personnel of District-approved VIP
providers to be Florida-certified teachers under Chapter 1012, Florida Statutes. The inclusion of such a
provision could help ensure that students receive the level of educational instruction intended by statute.
District procedures did not require confirmation, and the District did not obtain confirmation that the VIP
provider’s teachers were certified. Under these conditions, there is an increased risk that VIP provider
teachers may not be Florida-certified teachers.

» None of the contracts included an agreed-upon student-teacher ratio. This is contrary to Section
1002.45(2)(a)8., Florida Statutes, which requires that FDOE-approved VIP providers publish student-teacher
ratios and other instructional information in all contracts negotiated pursuant to Section 1002.45, Florida
Statutes. Further, the District did not establish a student-teacher ratio threshold for the contracted VIP
classes to allow for evaluations of the reasonableness of such ratios. Without establishing such ratios or ratio
thresholds in the contracts or documenting evaluations of the reasonableness of the ratios, the number of
students in the VIP classes may exceed the District’s expectation and the District’s abilities to monitor the
quality of the provider’s virtual instruction may be limited.

» None of the contracts provided for the District to monitor the providet’s compliance with contract terms or
quality of the virtual instruction. Without such provisions, the District may be limited in its ability to perform
such monitoring. Such monitoring could include confirmation or verification that the VIP provider
protected the confidentiality of student records.

» One contract did not contain requirements for the provider to implement, maintain, and use appropriate,
administrative, technical, or physical security measures to the full extent required by Title 20, Section 1232g,
United States Code, The Family Educational Rights and Privacy Act, to maintain the confidentiality of
education records and did not specify any minimum required security controls that the District expected to be
in place to protect the confidentiality, availability, and integrity of critical and sensitive education data.
Without specifying minimum required security controls, there is an increased risk that deficiencies in
information security and other information technology (IT) controls may occur.

» None of the contracts included provisions for data quality requitements. The District’s VIP providers
maintain significant amounts of educational data used to support the administration of the VIP and to meet
District reporting needs to ensure compliance with State funding, information, and accountability
requirements as set forth in State law. Accordingly, it is essential that accurate and complete data maintained
by the provider on behalf of the District be available in a timely manner. Inclusion of data quality
requirements in provider contracts would help ensure that District expectations for the timeliness, accuracy,
and completeness of education data are clearly communicated to providers.

Recommendation: The District should ensure that statutorily required and other necessary provisions
are included in contracts with FDOE-approved VIP providers.

Finding No. 8: Virtual Instruction Options

Section 1002.45(1)(b), Florida Statutes, requires school districts, under certain conditions, to provide students the
option of participating in VIPs. For example, students may choose VIP services provided by the school district,
Florida Virtual School, another approved provider, another school district, or a virtual charter school. Pursuant to

Section 1002.45(1)(b), Florida Statutes, school districts that are not considered to be in sparsely-populated counties, as

6
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discussed in Section 1011.62(7), Florida Statutes, must provide students with at least three options to participate in
virtual instruction. As the District is not in a sparsely-populated county, the District must offer three VIP types for all
grade levels within the District’s VIP.

The District provided students the opportunity to participate in virtual instruction. However, the District did not
provide all students at least three options, contrary to Section 1002.45(1)(b), Florida Statutes, and thus limited student
access to the different virtual instruction types. Although full-time and part-time types were provided for grades
9 through 12, only two virtual school options were offered. District personnel indicated that they were unaware that at

least three options are required for each grade level.

Recommendation: The District should ensure that it offers the minimum number of VIP options is
offered to all grade levels as required by law.

Finding No. 9: Provider Background Screenings

Section 1002.45(2)(a)3., Florida Statutes, requires VIP providers to conduct background screenings for all employees
or contracted personnel as a condition of approval by the FDOE as a VIP provider in the State. The
District’s three providers indicated in their assurances to the FDOE during the approval process that lists of
provider employees or contracted personnel subjected to the required screening would be provided to the District;
however, the District did not obtain such a list from its VIP providers. District personnel indicated that they relied

on the contracted VIP providers to background screen employees and contracted personnel.

As similarly discussed in Finding No. 1 for background screenings of instructional and noninstructional contractors,
without effective controls to ensure that background screenings of VIP provider employees and contracted personnel
are performed, there is an increased risk that these individuals may have backgrounds that are inappropriate for

interacting with students and accessing confidential or sensitive District data and IT resources.

Recommendation: The District should ensure that required background screenings are performed for all
VIP provider employees and contracted personnel.

Finding No. 10: Written Parental Notification

Section 1002.45(10), Florida Statutes, requires that each school district provide information to parents and students
about their right to participate in a VIP. Further, Section 1002.45(1)(b), Florida Statutes, requires all school districts

to provide parents with timely, written notification of the open enrollment periods for VIPs.

For the 2013-14 fiscal year, District personnel indicated there were several communication methods used to
provide information about the District’s VIP to patents and students. Such communication included the student
progression plan, the District’s television channel, the District’s Web site, and information via the telephone if the
parent inquires. While these methods indicate efforts by District personnel to communicate with parents and students
about VIP options, District records did not evidence that written notifications were provided directly to parents of

students regarding the VIP and associated open enrollment periods.

Absent timely, written notifications provided directly to parents, some parents may not be informed of available

VIP options and associated open enrollment period dates, potentially limiting student access to virtual instruction

types.
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Recommendation: The District should enhance its procedures to ensure that records are maintained
evidencing timely, written notifications to parents about student opportunities to participate in the District’s
VIP and open enrollment period dates.

PRIOR AUDIT FOoLLOW-UP

The District had taken corrective actions for findings included in our report No. 2014-067, except that finding No. 4
was also noted in prior audit report No. 2014-067 as finding No. 2.

OBJECTIVES, SCOPE, AND METHODOLOGY

The Auditor General conducts operational audits of governmental entities to provide the Legislature, Florida’s
citizens, public entity management, and other stakeholders unbiased, timely, and relevant information for use in

promoting government accountability and stewardship and improving government operations.

We conducted this operational audit from March 2014 through October 2014 in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit objectives.
We believe that the evidence obtained provides a reasonable basis for our findings and conclusions based on our audit

objectives.
The objectives of this operational audit were to:

» Bvaluate management’s petrformance in establishing and maintaining internal controls, including controls
designed to prevent and detect fraud, waste, and abuse, and in administering assigned responsibilities in
accordance with applicable laws, rules, regulations, contracts, grant agreements, and other guidelines.

» Examine internal controls designed and placed in operation to promote and encourage the achievement of
management’s control objectives in the categories of compliance, economic and efficient operations,
reliability of records and reports, and the safeguarding of assets.

» Determine whether management had taken corrective actions for findings included in our report
No. 2014-067.

» Identify statutory and fiscal changes that may be recommended to the Legislature pursuant to
Section 11.45(7)(h), Florida Statutes.

This audit was designed to identify, for those programs, activities, or functions included within the scope of the audit,
weaknesses in management’s internal controls, instances of noncompliance with applicable laws, rules, regulations,
contracts, grant agreements, and other guidelines; and instances of inefficient or ineffective operational policies,
procedures, or practices. The focus of this audit was to identify problems so that they may be corrected in such a way
as to improve government accountability and efficiency and the stewardship of management. Professional judgment
has been used in determining significance and audit risk and in selecting the particular transactions, legal compliance

matters, records, and controls considered.

For those programs, activities, and functions included within the scope of our audit, our audit work included, but was
not limited to, communicating to management and those charged with governance the scope, objectives, timing,
overall methodology, and reporting of our audit; obtaining an understanding of the program, activity, or function;
exercising professional judgment in considering significance and audit risk in the design and execution of the research,

interviews, tests, analyses, and other procedures included in the audit methodology; obtaining reasonable assurance of
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the overall sufficiency and appropriateness of the evidence gathered in support of our audit findings and conclusions;

and reporting on the results of the audit as required by governing laws and auditing standards.

The scope and methodology of this operational audit are described in Exhibit A. Our audit included the selection and
examination of records and transactions occurring during the 2013-14 fiscal year and selected actions taken
subsequent thereto. Unless otherwise indicated in this report, these records and transactions were not selected with
the intent of projecting the results, although we have presented for perspective, where practicable, information

concerning relevant population value or size and quantifications relative to the items selected for examination.

An audit by its nature does not include a review of all records and actions of District management, staff, and vendors,
and as a consequence, cannot be relied upon to identify all instances of noncompliance, fraud, waste, abuse, or

inefficiency.

AUTHORITY MANAGEMENT’S RESPONSE

Pursuant to the provisions of Section 11.45, Florida Management’s response is included as Exhibit B.
Statutes, I have directed that this report be prepared to

present the results of our operational audit.

SLC &) A

David W. Martin, CPA
Auditor General
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EXHIBIT A
AUDIT SCOPE AND METHODOLOGY

Scope (Topic)

Methodology

Information technology (IT) access privileges and separation
of duties.

Tested selected access privileges over the database and
finance and human resources applications to determine the
appropriateness and necessity based on employees’ job duties
and user account functions and adequacy with regard to
preventing the performance of incompatible duties. Tested
administrator account access privileges granted and
procedures for oversight of administrator accounts for the
network, operating system, database, and application to
determine whether these accounts had been appropriately
assigned and managed.

Deactivation of employee IT access.

Reviewed procedutes to prohibit former employees’ access to
electronic data files. Tested access privileges for former
employees to determine whether their access privileges had
been timely deactivated.

IT logical access controls and user authentication.

Reviewed selected operating system, database, network, and
application  security  settings to determine whether
authentication controls were configured and enforced in
accordance with I'T best practices.

Financial condition.

Applied analytical procedures to determine whether the
percent of the General Fund total unassigned and assigned
fund balances at June 30, 2014, to the fund’s revenues was
less than the percents specified in Section 1011.051, Florida
Statutes.  Analytical procedures were also applied to
determine the reasonableness and ability of the District to
make its future debt service payments.

Earmarked capital project resources.

Determined, on a test basis, whether nonvoted capital outlay
tax levy proceeds and Public Education Capital Outlay funds,
were expended in compliance with the restrictions imposed
on the use of these resources.

Restrictions on use of Workforce Development funds.

Reviewed District records and applied analytical procedures
to determine whether the District used funds for authorized
putposes (i.e., not used to support K-12 programs or District
K-12 administrative costs) and whether the Board approved
plans to utilize unspent funds, if any.

Accumulation of State appropriation of Workforce
Development funds.

Determined whether the Board adopted a spending plan for
unspent Workforce Development funds.

Adult general education program enrollment reporting,.

Tested a representative sample of 30 students from the
population of students in adult general education to verify
whether the District reported instructional contact hours in
accordance with Florida Department of Education (FDOE)
requirements.

10
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EXHIBIT A (CONTINUED)
AUDIT SCOPE AND METHODOLOGY

Scope (Topic)

Methodology

Statements of financial interest requirements of
Section 112.3145(2), Florida Statutes.

Determined whether the District Superintendent, Board
members, and certain purchasing agents filed statements of
financial interest in accordance with law.

Transparency. Determined whether the District Web site included the
proposed, tentative, and official budgets pursuant to Section
1011.035(2), Florida Statutes.

Investments. Determined whether the Board established investment

policies and procedures as requited by Section 218.415,
Florida Statutes, and whether investments during the fiscal
year were in accordance with those policies and procedures.

Severance pay.

Reviewed severance pay provisions in selected contracts to
determine whether the District was in compliance with
Florida Statutes.

Compensation and salary schedules.

Examined supporting documentation to determine whether
the Board established a documented process and adopted a
salary schedule to ensure that differentiated pay of
instructional personnel and school administrators is based on
District-determined factors, including, but not limited to,
additional responsibilities, school demographics, critical
shortage areas, and level of job performance difficulties.

Background screenings.

Determined, on a test basis, whether personnel who had
direct contact with students had been subjected to required
fingerprinting and background checks.

Bus drivers.

Determined whether District procedures were adequate to
ensure that bus drivers were propetly licensed and monitored.

Eligibility for health insurance benefits.

Reviewed District policies and procedures to ensure health
insurance was provided only to eligible employees, retirees,
and dependents and that such insurance was timely cancelled
upon employee termination. Also, determined whether the
District had procedures for reconciling health insurance costs
to employee, retiree and Board-approved contributions.

Employee payments.

Tested employee payments, other than travel and payroll
payments, to determine whether such payments were
reasonable, adequately supported, and for valid District
putposes. Also, determined whether such payments were
contrary to Section 112.313, Florida Statutes.

Purchase of software applications.

Determined whether the District evaluated the effectiveness
and suitability of the software application prior to purchase
and if the purchase was performed through the competitive
vendor selection process. Also, determined if the deliverables
met the terms and conditions of the contract.

11
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EXHIBIT A (CONTINUED)
AUDIT SCOPE AND METHODOLOGY

Scope (Topic)

Methodology

Related-party transactions.

Reviewed District policies and procedures telated to
identifying potential conflicts of interest. For selected District
employees, reviewed Department of State, Division of
Corporation, records; statements of financial interest; and
District records to identify any potential relationships that
represent a conflict of interest with vendors used by the
District.

Dual enrollment program.

Reviewed District policies and procedures related to the dual
enrollment program. Determined, on a test basis, whether
payments made for dual enrolled students were consistent
with the applicable dual enrollment agreement and Section
1007.271, Florida Statutes.

Direct-support organizations and charter school audits.

Determined whether audits of the District’s direct-support
organization and charter schools were performed pursuant to
Chapters 10.700 and 10.850, Rules of the Auditor General,
and Section 1001.453, Florida Statutes.

Virtual instruction program (VIP) policies and procedures.

Determined whether the District had written VIP policies and
procedures addressing certain important VIP functions.

VIP parent options.

Reviewed District records to determine whether the District
provided the VIP options required by State law and provided
parents and students with information about their rights to
participate in VIPs as well as timely written notification of
VIP enrollment periods.

VIP fees.

Reviewed District accounting records to ensure that the
District refrained from assessing registration or tuition fees
for participation in the VIP.

VIP Sunshine State Standards.

Reviewed records to determine whether VIP curticulum and
course content was aligned with Sunshine State Standards and
whether the instruction offered was designed to enable
students to gain proficiency in each virtually delivered course
of study.

VIP instructional materials and computing resources.

Reviewed student records and determined whether the
District ensured that VIP students were provided with all
necessary instructional matetials and computing tresources
necessary for program participation for those eligible students
that did not already have such resources in their home.

VIP background screenings.

For District-contracted FDOE-approved VIP providers,
determined whether the District obtained evidence that all
provider employees and contracted personnel were subjected
to background screenings in accordance with Section
1002.45(2)(a)3., Florida Statutes.
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EXHIBIT A (CONTINUED)
AUDIT SCOPE AND METHODOLOGY

Scope (Topic) Methodology

VIP eligibility. Tested student records to determine whether students
enrolled in the VIP met statutory eligibility requirements.

VIP patticipation requirements. Tested student tecords to determine whether students
enrolled in the VIP met statutory participation
requirements, including compulsory attendance and State
assessment testing requirements.

VIP FDOE-approved contract provisions. For District-contracted FDOE-approved VIP providers,
determined whether contracts with the providers
contained provisions required by State law, including: (1) a
detailed curriculum plan; (2) a method for satisfying
graduation requirements; (3) a method for resolving
conflicts; (4) authorized reasons for contract terminations;
(5) a requirement that the provider be responsible for all
debts of the VIP should the contract be terminated or not
renewed; and (6) a requirement that the provider comply
with Section 1002.45, Florida Statutes. Also, reviewed
contracts to determine whether provisions were included
to address compliance with contact terms, the
confidentiality of student records, monitoring of the
providers’ quality of virtual instruction, data quality, and
the availability of provider accounts and records for review
and audit by the school districts and other external parties.

VIP FDOE-approved contract fees. Reviewed contract fee provisions, inquired as to how fees
were determined, and reviewed payments made by the
District to FDOE-approved providers for services
rendered.

VIP teacher certification. Compared the certification coverages listed on the
teachers’ certificates to the required coverages for courses
taught as listed on the FDOE’s Course Code Directory to
determine whether the VIP teachers selected for testing
were propetly certified.

VIP residual funds. Determined whether the District had established controls
to ensure that residual VIP funds are restricted and used
on the District’s local instructional improvement system or
other technological tools, as required by law.
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EXHIBIT B
MANAGEMENT’S RESPONSE

December 15, 2014

David W. Martin, CPA

Office of the Auditor General
State of Florida

G74 Claude Pepper Building
111 West Madison Street
Tallahassee, FL 32399-1450

Dear Mr. Martin:

The purpose of this letter is to respond to the preiiminary and tentative audit findings for the
School Board of indian River County, as a resuft of the audit for the fiscal year ended June 30,
i

2014. Following are the responses, as submitted by the appropriate staff;

Finding No. 1: Background Screenings

The District concurs with the auditor’s finding and recommendation and will enhance our
pracedures to ensure that the background of job applicants are appropriately evaluated for
District empioyment and that the District only empioys individuais eligibie for employment. As
painted out by the auditor, the QOistrict ml.smterpreted the faw regarding candidates for

sl e s F P . TN TRy Py PO [y [ [ B | » o~

employment for whom “adjudication was withheld” or pieaded “no contest.” Personnel records
for all employees hired hetween August 2013 and April 2014 are undergoing legal review for any
ineligible emp.ofe"s, after which, determinations will be made as to their employment status

ti t re alsa in the pracess of enhancing our procedures to ensure that required
sare

e timely performed for all employees.
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Finding No. 2: Health insurance Program — Participant Eligibility

The Oistrict cancurs with the auditor’s finding and recommendation and wiii enhance our
procedures to ensure eligibility of health insurance program participants. Qur expanded
procedures will include a comparison of current employees to program participants and an
evaluation of dependents participating in the program to ensure that participants are eligible for
the insurance.

Finding No. 3: Workforce Education Progra
The District concurs with the auditor’s fin .rg and subsequent recommendation for the School
n for

Board ta continue to work on a spending pi r unspent workforce education funds.

“Educate and inspire every student to be successful”

Shawn R. Frost e Dale Simchick e Matthew McCain e Charles G. Searcy e  Claudia Jiménez
District 1 District 2 District 3 District 4 District 5

“To serve all students with excellence”
Equal Opportunity Educator and Employer
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EXHIBIT B (CONTINUED)
MANAGEMENT’S RESPONSE

Finding No. 4: Adult General Classes

The District concurs with the auditor’s finding and recommendation that the District should
strengthen its controls to ensure accurate reporting of instructional contact hours for adult

general classes to the Florida Department of Education. As pointed out by the auditar, the District
fesponded that the reporting errors wete caused by a programming error in the software used to
L Py . a oy L Il 3 3 2l
nt

urs. Asa I'ESUI'[ new sottware tnat nas ihe capanultv fo ensure
al cantact haurs to the Florida Department of Education has been
tch, do not expect a repeat of this finding.
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Finding No. 5: Procurement

The District does not cancur with the auditar’s finding that specified District personnel failed to
provide to the Purchasing Department a copy of the Statement of Financial interests required by
§ 112.3145 Florida Statutes and subsequent recommendation that copies of these filings be
provided to the Purchasing Department for review. [n fact, that the law specifies in § 112.3145(2)
(c} that “Local officers shall file their statements of financial interests with the supervisor of
elections of the county in which they permanently Reside.” It is unequivocally and abundantly
clear that there is no requirement in the {aw for the Superintendent, Chief Financial Officer,
Purchasing Director, and other school principals and other directors, per the auditor’s finding, to
submrt their statement of financial interests to the local school hoard’s purchasing department

any Kin of review. The School Board POIIC\{ 3129 — “Confiict of interest” - pl’Gl’llbltS any

E‘mpluy‘ ee fro r
conﬁ'r w ith the employee’s job duties and responsibilities in the school system. In addition, as

Repor istrict has mechanisms in place in our bid documents that
£1
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im en gdgmg ifi 6f have a financial i nIEl’ES[ GII’QCU\/ or ll’lGll’eEIl\{, in any aC(Nl[\] that
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require ail vendors to disclose any confiicts of interest, which enforces the referenced Board
palicy. We, therefare, feel that we have sufficient controis in piace to detect any confiicts of

t
interest and t erefo re take exception to this finding and reject it in its totality, as nat only is it
ry, nat required by faw, and impractical to administer but distracts
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EXHIBIT B (CONTINUED)
MANAGEMENT’S RESPONSE
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iing and recommendation and will ensure that the

m options, as required by {aw, are offered to ali

minimum number of Virtual instruE ion Progr
grade levels of students, as required by law.

ground screenings are performed for a
contracted personnel.

ruction Program - Writt

The District concurs with the auditor’s finding and recommendation and will enhance its
procedures to ensure that records are maintained evidencing timely written notification to
parents about student opportunities to participate in the District’s Virtual Instruction Program
and open enrollment dates.

in closing, { would like to thank the staff from \rour office for their professionalism and cooperation

S Bl ik ol il el e il e e W o R T8

€ conduct of the aforementioned audit. Please feel free to contact my office, if you have any
questions concerning this matter.

Sincerely,

Frances J. Adams, Ed.D.

Superintendent

C School Board Members
Superintendent’s Leadership Council
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