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Founded in 1851, Portland Public Schools is the largest PK-12 school district

in Oregon. PPS serves 48,745 students, an increase of more than 2,500 in the last six years.
Superintendent Carole Smith, entering her seventh year at PPS, is among the longest serving
urban superintendents nationally.

With highly trained teachers and staff; an engaged parent community; strong partnerships,
and a focus on closing the racial educational opportunity gap, PPS is realizing consistent
gains in its graduation rate and, thanks to the state Legislature, funding is also improving. In
addition, PPS is modernizing its aging schools thanks to the School Building Improvement
Bond approved by voters in 2012.
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Photographs in the 2013-14 Report feature the increasing focus in Portland Public Schools in:

« Continued improvement in the high school graduation rate.

« Early literacy (including the PPS Third Grade Reading Campaign launched in 2013-14).

« Science Technology Engineering and Math (STEM).

« The Arts (the Portland Arts Tax put art teachers in every K-8 level school in 2013-14 for the
first time in years).

« Career learning and Career Technical Education.

« Athletics as a way to build character and community. All Portland high schools reunited
under the Portland Interscholastic League in 2013-14 at the 6A level. A new middle school
sports program builds the PIL foundation.

A broad range of partnerships including with such higher education institutions as
Oregon State University (pictures with Beaver football players reading to students);
University of Oregon; Portland State University, and Portland Community College to
smooth the path from high school to college.

Learn more about Portland Public Schools at www.pps.net
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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

INDEPENDENT AUDITOR’S REPORT

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

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United
States, the financial 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, 2014, and the
related notes to the financial statements, which collectively comprise the District’s
basic financial statements, and have issued our report thereon dated December 9,
2014.

INTERNAL CONTROL OVER FINANCIAL REPORTING

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

A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, misstatements on a timely basis.
A material weakness is a deficiency, or a 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. 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.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

An Independently Owned Member

MCGLADREY ALLIANCE % McGladrey
1

The McGladrey Alliance is a premier affiliation of independent accounting and consulting firms. The McGladrey Alliance member firms maintain their name,
autonomy and independence and are responsible for their own client fee arrangements, delivery of services and maintenance of client relationships.



REPORT ON THE 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)

COMPLIANCE AND OTHER MATTERS

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

PURPOSE OF THIS REPORT

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

Lake Oswego, Oregon
December 9, 2014
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON
THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY
OMB CIRCULAR A-133

INDEPENDENT AUDITOR'S REPORT

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

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

We have audited School District No. 1J, Multhomah County, Oregon (the District’s)
compliance with the types of compliance requirements described in the 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 year ended June 30, 2014. 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.

MANAGEMENT’S RESPONSIBILITY

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on compliance for each of the District's
major federal programs based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and 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 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 on compliance
for each major federal program. However, our audit does not provide a legal
determination of the District’'s compliance.

OPINION ON EACH MAJOR FEDERAL PROGRAM

In our opinion, the District complied, in all material respects, with the types of
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, 2014.

An Independently Owned Member

MCGLADREY ALLIANCE % McGladrey
3

The McGladrey Alliance is a premier affiliation of independent accounting and consulting firms. The McGladrey Alliance member firms maintain their name,
autonomy and independence and are responsible for their own client fee arrangements, delivery of services and maintenance of client relationships.



REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY
OMB CIRCULAR A-133 (Continued)

INDEPENDENT AUDITOR’S REPORT (Continued)

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of the District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the District’s internal control over
compliance with the types of requirements that could have a direct and material effect on each
major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program 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. 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.

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 material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

REPORT ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY
OMB CIRCULAR A-133

We have audited the financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of the District as of and for the year ended June 30,
2014, and the related notes to the financial statements, which collectively comprise the District's
basic financial statements. We issued our report thereon dated December 9, 2014, which
contained unmodified opinions on those financial statements. Our audit was conducted for the
purpose of forming opinions on the financial statements that collectively comprise the basic



REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY
OMB CIRCULAR A-133 (Continued)

INDEPENDENT AUDITOR’S REPORT (Continued)

REPORT ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY
OMB CIRCULAR A-133 (Continued)

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 financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic
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
Expenditure of Federal Awards is fairly stated in all material respects in relation to the basic
financial statements as a whole.

ZsWW & Wik 1P

Lake Oswego, Oregon
December 9, 2014
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Schedule of Findings and Questioned Costs




SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2014

SECTION | - SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

Financial Statements:
Type of auditor’s report issued: Unmodified

Internal control over financial reporting:
Material weakness(es) identified? No
Significant deficiency(ies) identified
not considered to be material

weakness(es)? No

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)? No

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

Any audit findings disclosed that are
required to be reported in accordance
with Section 510 (a) of Circular A-1337? No

Identification of major programs:

CFDA NUMBER(S) NAME OF FEDERAL PROGRAM OR CLUSTER

12.550 The Language Flagship Grant to Institutions of Higher Education
84.010 Title |, Part A

84.060 Indian Education - Grants to Local Educational Agencies

84.365 English Language Acquisition Grants

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2014

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

Dollar threshold used to distinguish
between type A and B programs: $ 1,548,575

Auditee qualified as low-risk auditee? No

SECTION Il - FINANCIAL STATEMENT FINDINGS

None Reported

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None Reported.
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Finding 2013-01

Condition:

Corrective Action:

Finding 2013-02

Condition:

Corrective Action:

Finding 2013-03

Condition:

Corrective Action:

Finding 2013-04

Condition:

Corrective Action:

SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2014

The District has not properly designed and implemented a process for all
purchasing card transactions resulting in the transactions not being subjected to a
proper control environment (reviewed and approved at the appropriate level).

Corrective action has been completed.

The District has not properly designed and implemented a process for approving
all purchasing card transactions resulting in the transactions not being
consistently subjected to a proper control environment (reviewed and approved at
the appropriate level).

Corrective action has been completed.

The District has not properly designed and implemented a process for approving
all purchasing card transactions resulting in the transactions not being
consistently subjected to a proper control environment (reviewed and approved at
the appropriate level).

Corrective action has been completed.

The District should have a system of internal controls over purchasing card
transactions such that noncompliance or misstatement of accounting records
would be prevented or detected and corrected by management or employees in
the normal course of their duties.

Corrective action has been completed.
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Portland Public Schools Nondiscrimination Statement

Portland Public Schools recognizes the diversity and worth of all individuals and groups and
their roles in society. It is the policy of the Portland Public School Board that there will be no
discrimination or harassment of individuals or groups on the grounds of age, color, creed,
disability, marital status, national origin, race, religion, sex or sexual orientation in any

educational programs, activities or employment.
Board of Education Policy 1.80.020-P

Contact Information for Civil Rights Matters

District Title VI and Title IX:

Greg Wolleck Phone: 503-916-3963
District 504:
Tammy Jackson Phone: 503-916-2000 x71004

American Disabilities Act:
Human Resources Department Phone: 503-916-3544

2012-13 Single Audit Act and OMB Circular A-133 Preparation

Chief Financial Officer Neil Sullivan, RSBO, CGFM (Retired)
Senior Director of Accounting and Payroll Sharie Lewis, CPA

Grant Accounting

Sr. Manager of Grant Accounting David Shick, CPA
Sr. Financial Analyst Christie Christie
Grant Accountant Il Chris Roe

Grant Accountant Il Sheri Lee

Grant Accountant Il Ruby Beecham
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