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Benson House Projects- Mallory House

At Portland Public Schools, this is our goal: By the end of elementary, middle, and high school, every
student by name will meet or exceed academic standards and will be fully prepared to make productive life
decisions. Portland Public Schools is an equal opportunity educator and employer.




About the cover

The Mallory House is located at 4225 NE Mallory Avenue, Portland, Oregon.
Construction of the Mallory House was a three-year project. Designs were completed
by Benson Architectural students in the spring of 2009 with groundbreaking in
December of 2009. The house is an Energy Star-certified home with many desirable
features such as hardwood flooring throughout, student-made hardwood cabinets,
stainless steel appliances, granite countertops and Fir wood finish trim.

The Benson High School Program offers students hands-on experience in building a
residential home through all phases of construction to final completion. The Benson
High School Program has sold 16 homes since the late 1970's.

Teachers Tony Franciscone and Rich Weber teach the students all phases of building
construction in this program from blueprint reading , foundation systems, floor and wall
systems, flooring, window and door installation, roofing , siding, cabinetmaking and
woodworking to construction math, building science and basic engineering. These
homes are built primarily with student labor and donations of material and labor from
industry and community partners. Benson House Projects usually take between two to
three years to complete.

Once completed, these homes are offered on the market through a commercial broker.
The Mallory House was listed on June 18, 2012 for $305,000. The District received a
purchase offer of $320,000 on June 24, 2012 and the sale was completed in July 2012.
Proceeds from the sale of this home are directed back into the program to sustain the
Benson Construction Technology Program.

The next Benson Program House is planned for the adjacent corner lot at 4231 NE
Mallory Avenue, cross street NE Skidmore Street. Work on the foundation for this
house has begun.
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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 3, 2012

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

We have audited the financial statements of School District No. 1J, Multnomah County,
Oregon, (the District), as of and for the year ended June 30, 2012, and have issued our
report thereon dated December 3, 2012. 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

Management of the District is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
District's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the District's internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the District's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the 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 certain deficiency in internal control over financial reporting,

described in the accompanying Schedule of Findings and Questioned Costs as item 2012-01
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.

An Independently Owned Member

MCGLADREY ALLIANCE % McGladrey

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.



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.

The District's response to the finding identified in our audit is described in the accompanying District
Corrective Action Plan for Section Il — Financial Statement Findings for the year ended June 30, 2012.
We did not audit the District’s response and, accordingly, we express no opinion on it.

* * k Kk * * *

This report is intended solely for the information and use of the Board of Education, 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.

et Wonril LF

Certified Public Accountants
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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 3, 2012

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 types of compliance requirements described in the U. S. Office of
Management and Budget (OMB) Circular A-133, Compliance Supplement that could have a
direct and material effect on each of its major federal programs for the year ended June 30,
2012. The District's major federal programs are identified in the Summary of Independent
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 noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence
about the District's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination
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, 2012.

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
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

An Independently Owned Member

MCGLADREY ALLIANCE g 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.



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)

INTERNAL CONTROL OVER COMPLIANCE (Continued)

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

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.

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, 2012,
and have issued our report thereon dated December 3, 2012. Our audit was performed for the purpose
of forming opinions 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 all material respects, in relation to the basic financial statements taken as a
whole.

* % % % * * *

This report is intended solely for the information and use of the Board of Education, management and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than those 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, 2012

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? No
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)? None reported

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-133? None reported

Identification of major programs:

CFDA NUMBER(S) NAME OF FEDERAL PROGRAM OR CLUSTER

10.582 Fresh Fruit and Vegetable Program

84.010, 84.389 Title I, Part A Cluster

84.027, 84.173, 84.391 Special Education Cluster (IDEA)

84.048 Career and Technical Education — Basic Grants to States
84.184 Safe and Drug-Free Schools and Communities

84.360 High School Graduation Initiative
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2012

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

Dollar threshold used to distinguish
between type A and B programs: $ 2,041,606

Auditee qualified as low-risk auditee? No

SECTION Il - FINANCIAL STATEMENT FINDINGS

Finding 2012-01

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

Condition: 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).

Context: The volume and dollar value of purchasing card transactions being processed
could be significant to the financial statements. It is possible expenses without a
clear business purpose, necessary to perform job functions, are being charged to
the District in error.

Effect: It was not feasible to determine the dollar amount of purchase card transactions
not subject to review and approval.

Cause: The District lacks a system of controls over purchasing card transactions which
presents a risk of misstatement of the financial statements.

Recommendation: We recommend that the District develop appropriate internal controls including
policies and procedures for reviewing and approving purchasing card
transactions to ensure the appropriateness of the business expense.

View of responsible We understand and concur with the finding and recommendation. To prevent a

official and District re-occurrence, the District will implement a mandatory review over all purchasing
corrective action card transactions by department supervisors.
plan:

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters were reported.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2012

Finding 2011-01

Condition: The District recorded property insurance for fiscal year 2012 as a claims expense
for fiscal year 2011, instead of recording it as a prepaid expense.

Corrective Action: 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: Tara Vargas Phone: 503-916-2000 x71016
American Disabilities Act: Jeff Fish, HR Legal Counsel Phone: 503-916-3246

2011-12 Single Audit Act and OMB Circular A-133 Preparation

Neil Sullivan, RSBO, CGFM, Chief Financial Officer
Sharie Lewis, CPA, Accounting and Payroll Director

Grant Accounting

Edward Reckford, Sr. Financial Analyst
Christie Christie, Grant Accountant Il
Chris Roe, Grant Accountant Ill

Kate Massey, Grant Accountant Il
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