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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 FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

December 13, 2010

To the Board of Education
School District No. 1J, Multnomah County, Oregon
Portland, Oregon

We have audited the financial statements of the governmental activities, each major fund and
the aggregate remaining fund information of School District No. 1J, Multnomah County,
Oregon, (the District), as of and for the year ended June 30, 2010, and have issued our
report thereon dated December 13, 2010. 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.

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 a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be
prevented, or detected and corrected on a timely basis.

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.
However, we identified a deficiency in internal control over financial reporting, described in
the accompanying Schedule of Findings and Questioned Costs as item 2010-01 that we
consider to be a significant deficiency in internal control over financial reporting. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Talbot, Korvola & Warwick, LLp
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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 FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (Continued)
Page 2

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, 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.

* % % *x *x * *

This report is intended solely for the information and use of the Board of Education, Finance and Audit
Committee, management, federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.
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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 AND ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

December 13, 2010

To the Board of Education
School District No. 1J, Multnomah County, Oregon
Portland, Oregon

COMPLIANCE

We have audited the compliance of School District No. 1J, Multnomah County, Oregon, (the
District) with the fypes of compliance requirements described in the U. S. Office of
Management and Budget (OMB) Circular A-133, Compfiance Supplement that could have a
direct and material effect on each of its major federal programs for the year ended June 30,
2010. The District's major federal programs are identified in the Summary of Auditor's
Results Section of the accompanying 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 the District's 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, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform
the audit to obtain reasonable assurance about whether noncompiiance 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
on 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 that are
required to be reported in accordance with OMB Circular A-133 and which are described in
the accompanying Schedule of Findings and Questioned Costs as items 2010-02 through
2010-08.

INTERNAL CONTROL OVER COMPLIANCE

Management of the District 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 requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for

Talbot, Korvola & Warwick, LLp
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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 AND ON THE SCHEDULE OF EXPENDITURES

OF FEDERAL AWARDS (Continued)

Page 2

INTERNAL CONTROL OVER COMPLIANCE (Continued)

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.

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
compliance that might be significant deficiencies or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as discussed below, we identified certain deficiencies in internal control over compliance that
we consider to be significant deficiencies.

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. We do not consider the
deficiencies in internal control over compliance described in the accompanying Schedule of Findings and
Questioned Costs to be material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a 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. We consider the deficiencies in internal
control over compliance described in the accompanying Schedule of Findings and Questioned Costs as
items 2010-02 through 2010-09 to be significant deficiencies.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

We have audited the basic financial statements of the District as of and for the year ended June 30, 2010,
and have issued our report thereon dated December 13, 2010. Our audit was performed for the purpose
of forming an opinion on the basic financial statements taken as a whole. 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 has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in relation to the basic financial statements taken as a whole.

* * * % k % %

This report is intended solely for the information and use of the Board of Education, Finance and Audit
Committee, management, federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

Certified Public Accountants
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 201

SECTION I - SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

Financial Statements:
Type of auditor’s report issued: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? None reported
Significant deficiency(ies) identified
not considered to be material

weakness(es)? Yes

Noncompliance material to financial
statements noted? None reported

Federal Awards:

Internal control over major programs:

Material weakness(es) identified? None reported

Significant deficiency(ies) identified
not considered to be material
weakness{es)? Yes

Type of auditor’s report issued on
compliance for major programs Unqualified

Any audit findings disclosed that are
required to be reported in accordance
with Section 510 (a) of Circular A-1337 Yes

Identification of major programs:

CFDA NUMBER(S) NAME OF FEDERAL PROGRAM OR CLUSTER
10.553, 10.555, 10.559 Child Nutrition Cluster

84.010, 84.389 Title |, Part A Cluster

84.027, 84.027A, 84.391 Special Education Cluster (IDEA)

84.367, 84.367A, 84.367B Improving Teacher Quality State Grants

84.371 Striving Readers

84.394 State Fiscal Stabilization Fund Cluster

93.600, 93.708 Head Start Cluster
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION I - SUMMARY OF INDEPENDENT AUDITOR’S RESULTS (Continued)

Dollar threshold used to distinguish
between type A and B programs: $ 2,634,864

Auditee qualified as low-risk auditee? No

SECTION Il - FINANCIAL STATEMENT FINDINGS

Finding 2010-01

Criteria: A system of internal control should be in place such that misstatements are
prevented or detected and corrected in a timely manner.

Condition: The District did not perform a timely bank reconciliation for the January 2010
Payroll Account. The bank reconciliation was not performed until September
2010.

Context: The volume and dollar value of the transactions being processed through this

account are significant.

Effect: Errors in the financial reporting system that are normally identified through the
bank reconciliation would not be detected and corrected in a reasonable
timeframe.

Cause: The staff member responsible for this reconciliation was assigned to another

project and did not complete the reconciliation in the normal timeframe.

Recommendation: We recommend that the District perform reconciliations of bank accounts within
one month of receiving the bank statement.

View of responsible We understand and concur with the finding and recommendation.
official:

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Finding 2010-02

Federal Program: Title I, Part A Cluster

Federal Agency: Department of Education

Award Year: 2009-10

Criteria: In the case of a school that is in its first year of school improvement under

Section 1116(b)(1)(A), the LEA is required to provide choice-related
transportation under Section 1116(b)(9). In the case of a school that is in its
second year of school improvement under Section 1116(b)(5), corrective action
under Section 1116(b)(7), or restructuring under Section 1116(b)(8), the LEA is
required to provide choice-related transportation under Section 1116(b)(9) and
supplemental educational services under Section 1116(e). An LEA that is
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

Finding 2010-02 (Continued)

Criteria (continued):

Condition:

Questioned Costs:

Context:

Effect:

Cause:

Recommendation:

View of responsible
official:

Finding 2010-03

Federal Program:
Federal Agency:

Award Year:

Pass Through Entity:

Criteria:

obligated to provide choice-related transportation or choice-related transportation
and supplemental educational services must spend an amount equal to at least
20 percent of its allocation under subpart 2 of Part A (“20 percent obligation”) to
provide such transportation and supplemental educational services, unless a
lesser amount is needed to satisfy all requests (Title |, Section 1116(b)(10)(A) of
ESEA (20 USC 6316(b)(10)(A)). Of this amount, the LEA must spend a minimum
of an amount equal to 5 percent on choice-related transportation (Title |, Section
1116(b)(10)}(A)(i)) of ESEA (20 USC 6316(b)(10)(A)i)), and a minimum of an
amount equal to 5 percent for supplemental educational services (Title |, Section
1116(b)(10)(A)(ii)) of ESEA (20 USC 6316(b)(10)(A)(ii)). The LEA may spend the
remaining 10 percent for either or both of these activities (Title |, Section
1116(b)(10)(A)iii) of ESEA (20 USC 6316(b)(10)(A)(iii)).

The District was unable to provide the calculation for the amount of funds spent
on choice-related transportation.

It is not possible to determine if there are questioned costs.

The District provides transportation for students but they do not track it in the way
necessary to perform this calculation.

The District
transportation.

might not spend the required amount on choice-related

The District's records are not kept in a way that enables them to make this
calculation.

We recommend the District implement a ftracking system of funds spent on
choice-related transportation.

We understand and concur with the finding and recommendation.

Special Education Cluster

Department of Education

2009-10

State of Oregon

Section 1605 of ARRA prohibits the use of ARRA funds for a project for the
construction, alteration, maintenance, or repair of a public building or work unless
all of the iron, steel, and manufactured goods used in the project are produced in

the United States. ARRA provides for waiver of these requirements under
specified circumstances. An award term is required in all ARRA-funded awards
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

Finding 2010-03 (Continued)

Criteria (continued):

Condition:

Questioned Costs:

Context:

Effect:

Cause:

Recommendation:

View of responsible
official:

Finding 2010-04

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

Criteria:

Condition:

Questioned Costs:

for construction, alteration, maintenance, or repair of a public building or public
work (2 CFR section 176.140).

The District expended ARRA funds for construction, alteration, maintenance, or
repair of a modular building and did not include Buy-American terms in one
contract.

The contract was for $58,600; approximately $46,600 was expended in the year
ended June 30, 2010.

One out of two construction contracts for Modular Buildings did not contain a Buy-
American Term or documentation that the iron, steel, and manufactured goods
used in the project were produced in the United States.

Iron, steel, and manufactured goods used in the project may not have been
produced in the United States.

The District failed to include a Buy-American term in their contract for the
construction and installation of the Modular Building.

We recommend the District add Buy-American terms to all contracts for
construction, alteration, maintenance, or repair of a public building or work, which
are funded with ARRA grants.

We understand and concur with the finding and recommendation.

Special Education Cluster

Department of Education

2009-10

State of Oregon

The amount of IDEA- B funds used in a school-wide program, may not exceed
the amount received by the LEA under IDEA-B for that fiscal year divided by the
number of children with disabilities in the jurisdiction of the LEA multiplied by the
number of children with disabilities participating in the school-wide program (34
CFR section 300.206).

The District was unable to provide the calculation of the amount of IDEA-B funds
used in school-wide programs.

It was not possible to determine the amount of IDEA-B funds used in school-wide
programs; therefore, it is not possible to determine if there are questioned costs.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

Finding 2010-04 (continued)

Context:

Effect:

Cause:

Recommendation:

View of responsible

official;

Finding 2010-05

Federal Program:
Federal Agency:

Award Year:

Pass Through Entity:

Criteria:

Condition:

Questioned Costs:

Context:

Effect:

The District does not perform this calculation.

More IDEA-B funds could be used in school-wide programs than allowed.

The District’s records are not kept in a way that enables them to make this
calculation.

We recommend the District implement a tracking system of IDEA-B funds spent
in school-wide programs.

We understand and concur with the finding and recommendation.

Title 1, Part A Cluster
Department of Education
2009-10

State of Oregon

To operate a school-wide program, a school must include three core elements;
comprehensive needs assessment of the entire school (34 CFR section
200.26(a)), comprehensive plan based on data from the needs assessment (34
CFR section 200.26(b)), and annual evaluation of the results achieved by the
school-wide program and revision of the school-wide plan based on that
evaluation (34 CFR section 200.26(c)). A school-wide plan also must include the
following components; school-wide reform strategies (34 CFR section 200.28(a)),
instruction by highly qualified professional staff (34 CFR section 200.28(b)),
strategies to increase parental involvement (34 CFR section 200.28(c)), additional
support to students experiencing difficulty (34 CFR section 200.28(d)), and
transition plans for assisting preschool children in the successful transition to the
school-wide program (34 CFR section 200.28(e)).

Two of six schools tested were in school improvement and did not prepare
school-wide plans. The school improvement plans included three core elements
and some additional elements of a school-wide plan. One plan omitted one
element; the other omitted two elements.

None noted.

The District prepared school improvement plans, but not school-wide plans for
these two schools.

There appears to be no effect as a result of this non compliance.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION lll - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

Finding 2010-05 (Continued)

Cause:
Recommendation:
View of responsible

official:

Finding 2010-06

Federal Program:
Federal Agency:

Award Year:

Pass Through Entity:

Criteria:

Condition:

Questioned Costs:
Context:

Effect:

Cause:

Recommendation:

View of responsible
official:

The District submitted school improvement plans but did not prepare school-wide
plans for these two schools.

We recommend schools that are in school improvement fill out a school-wide
plan, in addition to the school improvement plan.

We understand and concur with the finding and recommendation.

84.367 Improving Teacher Quality
Department of Education

2009-10

State of Oregon

In accordance with Circular A-87, charges for salaries and wages will be
supported by periodic certifications that the employees worked solely on that
program for the period covered by the certification. These certifications will be
prepared at least semi annually and will be signed by the employee or supervisory
official having first-hand knowledge of the work performed by the employee.
Where employees work on multiple activities or cost objectives, a distribution of
their salaries or wages will be supported by personnel activity reports or
equivalent documentation which reflects an after the fact distribution of the actual
activity of each employee, they must account for the total activity for which each
employee is compensated, they must be prepared at least monthly and must
coincide with one or more pay periods, and they must be signed by the employee.

1 timecard of 6 selected for control testing was not signed by the employee or
supervisor. No instances of noncompliance were noted in a sample of 60 payroll
transactions.
None noted.

The District processes thousands of timecards monthly.

There appears to be no effect from this control deficiency; the employee was
performing work under this grant.

The failure to sign the timecard was an oversight.

We recommend the District continue to review timecards for employees working
on federal programs.

We understand and concur with the finding and recommendation.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

Finding 2010-07

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

Criteria:

Condition:

Questioned Costs:
Context:

Effect:

Cause:
Recommendation:
View of responsible
official:

Finding 2010-08

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

84.371 Striving Readers

Department of Education

2009-10

N/A

In accordance with Circular A-87, charges for salaries and wages will be
supported by periodic certifications that the employees worked solely on that
program for the period covered by the certification. These certifications will be
prepared at least semi annually and will be signed by the employee or supervisory
official having first-hand knowledge of the work performed by the employee.
Where employees work on multiple activities or cost objectives, a distribution of
their salaries or wages will be supported by personnel activity reports or
equivalent documentation which reflects an after the fact distribution of the actual
activity of each employee, they must account for the total activity for which each
employee is compensated, they must be prepared at least monthly and must
coincide with one or more pay periods, and they must be signed by the employee.
1 timecard of 35 selected for control testing was not signed by the employee or
supervisor. No instances of noncompliance were noted in a sample of 60 payroll
transactions.

None noted.

The District processes thousands of timecards monthly.

There appears to be no effect from this control deficiency; the employee was
performing work under this grant.

The failure to sign the timecard was an oversight.

We recommend the District continue to review timecards for employees working
on federal programs.

We understand and concur with the finding and recommendation.

Head Start Cluster
Department Health and Human Services
2009-10

N/A
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

Finding 2010-08 (Continued)

Criteria:

Condition:

Questioned Costs:
Context:

Effect:

Cause:
Recommendation:
View of responsible
official;

Finding 2010-09

Federal Program:
Federal Agency:

Award Year:

Pass Through Entity:

Criteria:

Condition:

In accordance with Circular A-87, charges for salaries and wages will be
supported by periodic certifications that the employees worked solely on that
program for the period covered by the certification. These certifications will be
prepared at least semi annually and will be signed by the employee or supervisory
official having first-hand knowledge of the work performed by the employee.
Where employees work on multiple activities or cost objectives, a distribution of
their salaries or wages will be supported by personnel activity reports or
equivalent documentation which reflects an after the fact distribution of the actual
activity of each employee, they must account for the total activity for which each
employee is compensated, they must be prepared at least monthly and must
coincide with one or more pay periods, and they must be signed by the employee.

1 of 8 timecards selected for control testing was not signed by the employee or
supervisor. No instances of noncompliance were noted in a sample of 60 payroll
transactions.
None noted.

The District processes thousands of timecards monthly.

There appears to be no effect from this control deficiency; the employee was
performing work under this grant.

The failure to sign the timecard was an oversight.

We recommend the District continue to review timecards for employees working
on federal programs.

We understand and concur with the finding and recommendation.

Child Nutrition Cluster

Department of Agriculture

2009-10

State of Oregon

The District should have a system of internal controls such that misstatements of
the accounting records would be prevented, detected and corrected by
employees in the normal course of their duties. Duties should be segregated to

the extent possible in order to separate the initiation, authorization and review of
fransactions.

During our testing of controls over compliance we noted that 3 purchase orders
were initiated and approved by the same person.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2010

SECTION lIl - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

Finding 2010-09 (Continued)

Questioned Costs: None noted.

Context: 3 of 40 expenditures tested were initiated and approved by the same person.
Effect: Individuals may make unallowable purchases.

Cause: The employee had unlimited approval access in the purchasing system.
Recommendation: We recommend the District require all purchases to be approved by someone

other than the person initiating the purchase and that limits be placed on the
ability to authorize purchases.

View of responsible We understand and concur with the finding and recommendation.
official:
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2010

Finding 2009-01

Condition: Certain payroll and other liabilities were overstated by a material amount at June
30, 2008 and 2009.

Corrective Action: The District has modified its closing procedure for reporting payroll benefits to
include a “true up” to ensure the liabilities and expenses/expenditures are
correctly reported for each fiscal period and in conformity with accounting
principles generally accepted in the United States of America (GAAP). The
District has also modified its closing procedure for other current liabilities to
ensure that any liabilities relating to governmental revenues are in conformity with

GAAP.

Finding 2009-02

Condition: The District did not correctly account for the implicit subsidy when recording
OPEB.

Corrective Action: The District, the auditors and the OPEB actuary have agreed on the reporting

methodology the District will use to report the District's GASB 45 actuarial liability
in future periods. The District believes communications among the three parties
involved and its internal review processes will reduce the risk of future
misstatements of the OPEB liability. A similar process will also be developed to
review other future complex accounting issues before they are implemented.

Finding 2009-03

Condition: The District did not check the excluded parties list before entering into contracts
exceeding $25,000 as required.

Corrective Action: In order to strengthen procedures to ensure compliance with federal suspension
and debarment requirements, the District has initiated the following:

1. Redesign of actual contract routing documents to include signature and date
of person accomplishing the suspension and debarment check on each
contract before contract execution. This process was implemented in July
2009.

2. Designing information technology solutions to ensure automatic checks of
suspension and debarment for all contracts. This process was implemented

in July 2010.
Finding 2009-04
Condition: Receipts from advance funded grants were deposited in an interest-bearing
account.
Corrective action: The District understands it is now on the reimbursement basis for all federally

funded grants.
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Finding 2009-05

Condition:

Corrective Action:

Finding 2009-06

Condition:

Corrective Action:

Finding 2009-07

Condition:

Corrective Action:

Finding 2009-08

Condition:

Corrective Action:

Finding 2009-09

Condition:

Corrective Action:

SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF PRIOR AUDIT FINDINGS (Continued)

YEAR ENDED JUNE 30, 2010

Estimated costs for payroll benefits exceeded actual costs; the District did not
revise the estimates to more closely match actual costs.

The District has modified its closing procedure for reporting payroll benefits to
include a “true up” to ensure the liabilities and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.

Estimated costs for payroll benefits exceeded actual costs; the District did not
revise the estimates to more closely match actual costs.

The District has modified its closing procedure for reporting payroll benefits to
include a “true up” to ensure the liabilities and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.

Estimated costs for benefits exceeded actual costs; the District did not revise the
estimates to more closely match actual costs.

The District has modified its closing procedure for reporting payroll benefits to
include a “true up” to ensure the liabilities and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.

Estimated costs for payroll benefits exceeded actual costs; the District did not
revise the estimates to more closely match actual costs.

The District has modified its closing procedure for reporting payroll benefits to
include a “true up” to ensure the liabilities and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.

Estimated costs for payroll benefits exceeded actual costs; the District did not
revise the estimates to more closely match actual costs.

The District has modified its closing procedure for reporting payroll benefits to

include a "true up” to ensure the liabilities and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.
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PORTLAND PUBLIC SCHOOLS
501 North Dixon Street / Portland, OR 97227
Telephone: (503) 916-3369 / Fax: (503) 916-2123
Mailing Address: P.O. Box 3107 / 97208-3107
Carol Ann Kirby
ACCOUNTING & PAYROLL SERVICES Director

DISTRICT CORRECTIVE ACTION PLAN
FOR
SECTION Il — FINANCIAL STATEMENT FINDINGS, AND
SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

SECTION Il - FINANCIAL STATEMENT FINDINGS

Einding 2010-01

Condition: The District did not perform a timely bank reconciliation for the January 2010
Payroll Account. The bank reconciliation was not performed until September
2010. The auditor’'s recommendation was that the District prepare bank account
reconciliations within one month of receiving the bank statement.

Corrective Action: Corrective action has been completed. There were multiple non-recurring factors
that caused the break in the District's scheduled bank reconciliation cycle.
Accounting staff have been assigned the responsibility to ensure that all bank
reconciliations are performed within the one-month cycle recommended by the
auditors, and all bank reconciliations are current.

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Finding 2010-02 Title 1, Part A Cluster

Condition: The District was unable to provide the calculation for the amount of funds spent
on choice-related transportation. The District is therefore out of compliance with
Title 1 requirements that it determine that spending for choice-related
transportation meets the minimum threshold percentages specified. The auditors
could not determine if there were questioned costs. The auditor's
recommendation was that the District implement a tracking system of funds spent
on choice-related transportation.

Corrective Action: The District expects to complete the corrective action in the current fiscal year.
The District will develop a process to track transportation requests, and calculate
and expend the appropriate transportation set-side based on those requests.
The District will comply with the carryover requirements for any funds that may
have been under-expended in the current year, and will work with the State
Education Agency to inform them how the funds were used. The District will
provide documentation on what outside agencies they partner with to inform
eligible students and families with opportunities to transfer or to receive
supplemental educational services, ensure students and families have the
opportunity to sign up for services and transfers, and then show that eligible
supplemental educational service providers were given access to school
facilities.
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DISTRICT CORRECTIVE ACTION PLAN (continued)

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (continued)

Finding 2010-03 Special Education Cluster

Condition:

Corrective Action:

The District expended ARRA funds for construction, alteration, maintenance or
repair of a modular building and did not include the Buy-American contract terms
required by the ARRA act in one of its contracts. The auditor’s recommendation
was that the District add Buy-American terms to all contracts for construction,
alteration, maintenance, or repair of a public building or work, which are funded
with ARRA grants.

The District expects to complete the corrective action in the current fiscal year.
This was the first ARRA contract in which funds were being spent on
construction, therefore an oversight. The District has coordinated with the legal
office to include the Buy-American clause for future contracts requiring Buy-
American terms. The District will also coordinate with ARRA program
administrators, who have primary responsibility for contract execution, to ensure
the Buy-American clause is included in their District ARRA contracts.

Finding 2010-04 Special Education Cluster

Condition:

Corrective Action:

The District was unable to provide the calculation of the amount of IDEA-B funds
used in school-wide programs. The District is therefore unable to determine
whether it has exceeded spending requirements specified in the guidance. The
auditors noted that it was not possible to determine the amount of IDEA-B used
in school-wide programs; therefore, it is not possible to determine if there are
guestioned costs. The auditor's recommendation was that the District implement
a tracking system of IDEA-B funds spent in school-wide programs.

The District expects to complete the corrective action in the current fiscal year.
The District was not aware that this calculation was necessary, therefore an
oversight. The District will begin tracking IDEA-B fund to assure it does not
exceed the spending requirements specified in the guidance.

Finding 2010-05 Title 1, Part A Cluster

Condition:

Corrective Action:

Two schools tested were in school improvement and had not prepared school-
wide plans as required by federal regulations. For schools that are in school
improvement, the auditor's recommended that the District complete a school-
wide plan in addition to the school improvement plan.

Corrective Action has been completed. The schools who are in school
improvement status typically submit an application to the State and within that
application it would include all the components of the school-wide plan
requirements. Recently the State changed the application template and the new
template left off some of the requirements such as the transition plan. The
District’s Title IA Director has discussed this with the State who advised it was an
oversight. The District will work with the State to ensure all the necessary
components of the school-wide plan are included in the future.
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DISTRICT CORRECTIVE ACTION PLAN (continued)

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (continued)

Finding 2010-06 84.367 Improving Teacher Quality

Finding 2010-07 84.371 Striving Readers

Finding 2010-08 Head Start Cluster

Condition:

Corrective Action:

Some time cards in the auditor’'s control testing samples were not signed by the
employee or supervisor, as required by Circular A-87, which mandates
certification of all time records. The auditor noted that these were oversights and
recommended that the District continue to review timecards for employees on
federal programs.

Corrective action has been completed. Non-compliant time approvers have
been identified and advised. The District has implemented an automated Time &
Attendance system for all school based programs during the current fiscal year.
As such, electronic records will be available, rather than paper timecards, with an
electronic approval methodology that will certify time records.

Finding 2010-09 Child Nutrition Cluster

Condition:

Corrective Action:

Purchase orders were initiated and approved by the same person, which
breached internal controls that require an adequate separation of duties. The
auditor's recommendation was that the District require that all purchases to be
approved by someone other than the person initiating the purchase and that
limits be placed on the ability to authorize purchases.

Corrective action has been completed. During the audit the Nutrition department

changed their approval process and communicated the new process to address
the auditor’s finding.
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