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Jefferson High School circa 1912-1915

The mission of the Portland Public Schools is to support all students in achieving their very
highest educational and personal potential, to inspire in them an enduring love for learning,
and prepare them to contribute as citizens of a diverse, multicultural, and international
community.




About the cover

Portland’s ambition and dedication to history are evidenced in the innovative design of
Jefferson High School, which was reputedly the largest high school in the world at its inception
in 1909. The visionary planning goals of that era included education, fire safety and
community; all very important goals that are still valued by teachers and students today.

The twelve acre Jefferson campus was acquired for $157,920 and the massive Renaissance
Revival style structure was constructed at a cost of $321,078. As the oldest remaining high
school in Portland, Jefferson has witnessed a century of change but still retains close
associations with Humboldt and its surrounding neighborhoods.

Source of information: Blair Fitzgibbon, District Architect
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON
Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2009

SECTION | - SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

Financial Statements:
Type of auditor’s report issued: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? Yes
Significant deficiency(ies) identified
not considered to be material

weakness(es)? None reported

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

12.550 National Flagship Language Program Grants to U.S. Institutions
of Higher Education

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

84.364A Literacy Through School Libraries

84.366 Mathematics and Science Partnerships

84.367 Improving Teacher Quality State Grants

84.394 State Fiscal Stabilization Fund Cluster
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2009

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

Dollar threshold used to distinguish

between type A and B programs:

Auditee qualified as low-risk auditee?

$ 2,272,042

Yes

SECTION Il - FINANCIAL STATEMENT FINDINGS

Finding 2009-01

Criteria:

Condition:

Context:

Effect:

Cause:

Recommendation:

Views of Responsible
Officials and
Corrective Action
Plan:

Finding 2009-02

Criteria:

Condition:

Context:

Effect:

Liabilities should be recorded to the extent that an obligation has been incurred
for past services and future payment is expected.

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

The District recorded certain expenditures based on estimates.

Liabilities were overstated at June 30, 2008 and 2009, resulting in material
misstatements of opening fund balance and net assets.

These liabilities were based on budgeted or estimated amounts and were not
adjusted to actual at year-end.

We recommend that the District review the rates used to make estimates and
review the year-end balances to ensure that they are materially correct.

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 alsc modified its closing procedure for other current liabilities to
ensure that any liabilities relating to governmental revenues are in conformity with
GAAP.

The District is required to record a liability for Other Post Employment Benefits
(OPEB) in accordance with the provisions of Government Accountings Standards
Board (GASB) 45.

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

The District implemented GASB 45 for the year ended June 30, 2008,

The liability for OPEB was overstated by approximately $5.6 million at June 30,
2008.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {Continued)

YEAR ENDED JUNE 30, 2009

SECTION Il - FINANCIAL STATEMENT FINDINGS (Continued)

Finding 2009-02 (Continued)

Cause:

Recommendation:

Views of Responsible
Officials and
Corrective Action
Plan:

When calculating the liability for OPEB, the implicit subsidy was not included with
District contributions.

We recommend that the District implement a high level review of complex
accounting matters.

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 OPERB liability. A similar process will also be developed to
review other future complex accounting issues before they are implemented.

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Finding 2009-03

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

Criteria:

Condition:

Questioned Costs:
Context:
Effect:

Cause:

Recommendation:

84.367 Improving Teacher Quality State Grants

Department of Education

2008-09

State of Cregon

In accordance with OMB Circular A-102, the District is required to ensure that
contractors are not on the excluded parties list maintained by the General

Services Administration.

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

None noted

None of the contractors selected for testing were on the excluded parties list.

The District could enter into a contract with a debarred or suspended vendor.

The District's confract checklist to approve new coniracts included the
requirement to check for suspension and debarment; however the District failed

to properly check and document the check for suspension and debarment.

We recommend that the District utilize the checklist for approving new contracts
as intended.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2009

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

Finding 2009-03 (Continued)

Views of Responsible
Officials and
Corrective Action
Plan:

Finding 2009-04

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

Criteria:

Condition:

Questioned costs:
Context:
Effect:

Cause:

Recommendation:

Views of Responsible
Officials and
Corrective Action
Plan:

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 will be
implemented in July 2010.

84.027 Special Education Grants to States
Department of Education

2008-09

State of Oregon

In accordance with 31 CFR Section 205, interest earned in excess of $250 should
be remitted to the Department of Education.

Receipts from advance funded grants were deposited in an interest-bearing
account.

Likely questioned costs are approximately $19,700.
The District receives two advance funded grants.
Interest income was not remitted fo the federal awarding agency.

The contract between the State of Oregon and the District permits the District to
retain the interest earned on advanced funds and use it to enhance services
funded by the grant.

Excess interest should be remitted quarterly. Policies and procedures should be
written to provide guidance for treatment of interest earned on advances.

The District understands the specification of 31 CFR Section 205. However, per
the State contract, the District is allowed to accrue interest which is then used for
the benefit of the program. For fiscal years 2009-2011 the District has asked the
Oregon Department of Education to modify their contract so the District is not in
the position of being advance funded, which has been the State's standard
contracting procedure.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2009

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

Finding 2009-05

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

Criteria:

Condition:

Questioned Costs:

Context:

Effect:

Cause:

Recommendation:

Views of Responsible
Officials and
Corrective Action
Plan:

Finding 2009-06

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

84.010 Title | Grants to Local Education Agencies
Department of Education

2007-08

State of Oregon

In accordance with OMB Circular A-87, expenditures charged to federal programs
should directly benefit that program.

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

Likely questioned costs are estimated to be $91,900. The estimate is based on
the total over-charge to all grant programs, allocated based on expenditures for
the year ended June 30, 2008.

Total over charges to all Federal grants were approximately $274,000 for the year
ended June 30, 2008. Of that amount, approximately $58,000 related fto
numerous grants which did not reach the threshold for reporting.

Excess payroll benefit costs were charged to Federal grants and not corrected
when actual costs were known.

The District has a complex financial structure and records payroll benefit costs
based on estimates. Rates are adjusted annually as part of the budget process;
at the end of fiscal year 2008, adjustments to actual were not made.

The District should review estimates throughout the year for reasonableness and
make adjustments as circumstances change and actual costs become known.

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

include a “true up” to ensure the liabilites and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.

84.027 Special Education Grants to States
Department of Education
2007-08

State of Oregon
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2009

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

Finding 2009-06 (Continued)

Criteria:

Condition:

Questioned Costs:

Context:

Effect:

Cause:

Recommendation:

Views of Responsible
Officials and
Corrective Action
Plan:

Finding 2009-07

Federal Program:
Federal Agency:
Award Year:

Pass Through Entity:

Criteria:

Condition:

In accordance with OMB Circular A-87, expenditures charged to federal programs
should directly benefit that program.

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

Likely questioned costs are estimated to be $71,300. Estimates are based on the
total over-charge to all grant programs, allocated based on expenditures for the
year ended June 30, 2008.

Total over charges to all Federal grants were approximately $274,000 for the year

ended June 30, 2008. Of that amount, approximately $58,000 related to
numerous grants which did not reach the threshold for reporting.

Excess payroll benefit costs were charged to Federal grants and not corrected
when actual costs were known.

The District has a complex financial structure and records payroll benefit costs
based on estimates. Rates are adjusted annually as part of the budget process;

at the end of fiscal year 2008, adjustments to actual were not made.

The District should review estimates throughout the year for reasonableness and
make adjustments as circumstances change and actual costs become known.

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.

84.367 Improving Teacher Quality State Grants
Department of Education

2007-08

State of Oregon

In accordance with OMB Circular A-87, expenditures charged to federal programs
should directly benefit that program.

Estimated costs for benefits exceeded actual costs: the District did not revise the
estimates to more closely match actual costs.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 200

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

Finding 2009-07 (Continued)

Questioned Costs:

Context:

Effect:

Cause:

Recommendation:

Views of Responsible
Officials and
Corrective Action
Plan:

Finding 2009-08

Federal Program:
Federal Agency:
Award Year:

Criteria:

Condition:

Questioned Costs:

Context:

Likely questioned costs are estimated to be $15,500. This estimate is based on
the total over-charge to all grant programs, allocated based on expenditures for
the year ended June 30, 2008.

Total over charges to all Federal grants were approximately $274,000 for the year
ended June 30, 2008. Of that amount, approximately $58,000 related to
numerous grants which did not reach the threshold for reporting.

Excess payroll benefit costs were charged to Federal grants and not corrected
when actual costs were known.

The District has a complex financial structure and records payroll benefit costs
based on estimates. Rates are adjusted annually as part of the budget process;
at the end of fiscal year 2008, adjustments to actual were not made.

The District should review estimates throughout the year for reasonableness and
make adjustments as circumstances change and actual costs become known.

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

include a “true up” to ensure the liabilites and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.

84.371 Striving Readers
Department of Education
2007-08

In accordance with OMB Circular A-87, expenditures charged fo federal programs
should directly benefit that program.

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

Likely questioned costs are estimated to be $19,400. This estimate is based on
the total over-charge to all grant programs, allocated based on expenditures for
the year ended June 30, 2008.

Total over charges to all Federal grants were approximately $274,000 for the year

ended June 30, 2008. Of that amount, approximately $58,000 related to
numerous grants which did not reach the threshold for reporting.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2009

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

Finding 2009-08 (Continued)

Effect:

Cause:

Recommendation:

Views of Responsible
Officials and
Corrective Action
Plan:

Finding 2009-09

Federal Program:
Federal Agency:
Award Year:

Criteria;

Condition:

Questioned Costs:

Context:

Effect:

Cause:

Excess payroll benefit costs were charged to Federal grants and not corrected
when actual costs were known.

The District has a complex financial structure and records payroll benefit costs
based on estimates. Rates are adjusted annually as part of the budget process;
at the end of fiscal year 2008, adjustments to actual were not made.

The District should review estimates throughout the year for reasonableness and
make adjustments as circumstances change and actual costs become known.

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

include a “true up” to ensure the liabilittes and expenses/expenditures are
correctly reported for each fiscal period and in conformity with GAAP.

93.600 Head Start
Department of Health and Human Services
2007-08

In accordance with OMB Circular A-87, expenditures charged fo federal programs
should directly benefit that program.

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

Likely gquestioned costs are estimated to be $17,700. This estimate is based on
the total over-charge to all grant programs, allocated based on expenditures for
the year ended June 30, 2008.

Total over charges to all Federal grants were approximately $274,000 for the year
ended June 30, 2008. Of that amount, approximately $58,000 related to
numerous grants which did not reach the threshold for reporting.

Excess payroll benefit costs were charged to Federal grants and not corrected
when actual costs were known.

The District has a complex financial structure and records payroll benefit costs

based on estimates. Rates are adjusted annually as part of the budget process;
at the end of fiscal year 2008, adjustments to actual were not made.
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SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON
Portland, Oregon

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2009

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

Finding 2009-09 (Continued)

Recommendation: The District should review estimates throughout the year for reasonableness and
make adjustments as circumstances change and actual costs become known.

Views of Responsible The District has maodified its closing procedure for reporting payroll benefits to

Officials and include a “true up” to ensure the liabilities and expenses/expenditures are
Corrective Action correctly reported for each fiscal period and in conformity with GAAP.
Plan:
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Finding 08-01

Condition:

Corrective Action:

Finding 08-02

Condition:

Corrective Action
Taken and Further
Corrective Action
Plan:

SCHOOL DISTRICT NO. 1J, MULTNOMAH COUNTY, OREGON

Portland, Oregon

SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2009

Deferred revenue and account receivable balances were not correctly recorded
on the Grant Fund Balance Sheet.

The District made the correction in the financial statements for the year ended
June 30, 2008.

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

The Contract Agreement Form was changed to include an initial and date field on
the line for the contract/procurement specialist who verified compliance with
checking for suspension and debarment. However, the District did not check the
excluded parties list as required — see finding 2009-03.

In order to strengthen procedures to ensure compliance with federal suspensicn
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 check of

suspension and debarment for all contracts. This process will be
implemented in July 2010.
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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. All individuals and groups shall be treated with fairness in all activities,
programs and operations, without regard to age, color, creed, disability, marital status,
national origin, race, religion, sex, or sexual orientation.

Board of Education Policy 1.80.020-P

Contact Information for Civil Rights Matters

District Title VI and Title IX: Carolyn M. Leonard Phone: 503-916-3183
District 504: Carolyn M. Leonard Phone: 503-916-3183
American Disabilities Act: Jeff Fish, HR Legal Counsel Phone: 503-916-3246

2008-09 CAFR Preparation

Mike Gunter, MBA, Interim Chief Financial Officer
Carol Ann Kirby, CPA, Director, Accounting and Payroll Services

Grant Accounting
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Brandy Berg, Grant Accountant
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