





LANE COUNTY SCHOOL DISTRICT NO. 4J, EUGENE, OREGON
COMMENTS AND DISCLOSURES REQUIRED BY STATE OF OREGON MINIMUM
STANDARDS FOR AUDITS OF OREGON MUNICIPAL CORPORATIONS YEAR
ENDED JUNE 30, 2009

Oregon Administrative Rules 162-10-000 through 162-16-000 of the Minimum Standards for Audits of Oregon
Municipal Corporations, prescribed by the Secretary of State in cooperation with the Oregon State Board of
Accountancy, enumerate the financial statements, schedules, comments, and disclosures required in annual
financial reports. Required comments and disclosures related to our audit of such financial statements and
schedules are set forth follow.

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Lane County School District No. 4J, Eugene, Oregon (the District) as of and for the
year ended June 30, 2009, which collectively comprised the District's basic financial statements and have issued our
report thereon dated December 23, 2009. 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.

ACCOUNTING AND INTERNAL CONTROL

Our reports relating to accounting and internal control systems are contained in the Audit Comments Section of this
comprehensive annual financial report.

ADEQUACY OF COLLATERAL SECURING DEPOSITORY BALANCES
The District has complied with Oregon Revised Statues Chapter 295 in relation to deposit accounts.
INVESTMENTS

Public funds appear to be invested in compliance with ORS 294 except that the District’s investment in the Local
Government Investment Pool exceeded the limitation imposed by ORS 294.810 during the year due to property tax
collections.

LEGAL REQUIREMENTS RELATING TO DEBT

The general obligation bonded debt of the District is in compliance with the limitation imposed by ORS. We noted
no defaults in principal, interest, sinking fund, or redemption provisions with respect to any of the District’s bonded
debt, and no breach of the bond agreements at June 30, 2009.

BUDGET COMPLIANCE
The District appears to have complied in all material respects with Local Budget Law (ORS 294.305 to 294.520) in
the preparation, adoption and execution of its budget and tax levy for the year ended June 30, 2009 and the

preparation and adoption of its budget for the year ending June 30, 2010. A description of the budgeting process is
in the notes to the basic financial statements.
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LANE COUNTY SCHOOL DISTRICT NO. 4J, EUGENE, OREGON

COMMENTS AND DISCLOSDURES REQUIRED BY STATE OF OREGON MINIMUM
STANDARDS FOR AUDITS OF OREGON MUNICIPAL CORPORATIONS (Continued)
YEAR ENDED JUNE 30, 2009

INSURANCE POLICIES AND FIDELITY BONDS

We have reviewed the District’s legally required insurance and fidelity bond coverage at June 30, 2009. We
ascertained that such policies appeared to be in force and in compliance with legal requirements relating to
insurance and fidelity bond coverage.

PUBLIC CONTRACTS AND PURCHASING

The District’s procedures for awarding public contracts were reviewed and found to be in accordance with ORS
Chapter 279.

PROGRAMS FUNDED FROM OUTSIDE SOURCES

We reviewed the District compliance with appropriate laws, rules, and regulations that could have material
impact on the basic financial statements for programs funded wholly or partially by other governmental
agencies. The District is in compliance with the guidelines in all material respects.

Our reports 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 and compliance with
requirements applicable to each major program and internal control over compliance in accordance with OMB
Circular A-133 are contained in the Comments Section of this comprehensive annual financial report.

STATE SCHOOL FUND DISTRIBUTION FORMULA FACTORS

We have reviewed the District’s system for reporting to the Oregon State Department of Education average daily
attendance and related items in compliance with ORS 327.013. We found no instances in which the District had not
properly reported the required information, except for the following. In testing teacher experience reporting, of
forty teachers tested, two teachers’ experience reported contained errors. One teacher’s experience was reported as
five years when the personnel file indicated two years experience. The other teacher’s experience was reported as
nine years outside Oregon when the personnel file indicated eight years experience outside Oregon. The District has
taken appropriate steps to correct all of the above errors.

This report is intended solely for the information and use of the Board of Directors and management of Lane
County School District 4], federal awarding agencies and the Secretary of State, Audits Division, of the State of
Oregon and is not intended and should not be used by anyone other than those specified parties.

GROVE, MUELLER & SWANK, PC
CERTIFIED PUBLIC ACCOUNTANTS

B y: | - e
Charles A. Swank, a Shareholder
December 23, 2009
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GROVE, MUELLER & SWANK, P.C.
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CERTIFIED PUBLIC ACCOUNTANTS AND CONSLHLTANTS
475 Cottage Street NE, Suite 200, Salem, Oregon 97301

(503) 581-7788

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

Board of Directors Lane County
School District No. 4] Eugene,
Oregon

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Lane County School District No. 41, Eugene, Oregon (the District), as of and for the
- year ended June 30, 2009, which collectively comprise the District's basic financial statements and have issued our
report thereon dated December 23, 2009. 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 planming 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.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies
in internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency 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 misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
control. We consider the deficiency described in the accompanying schedule of findings and questioned costs to be
a significant deficiency in internal control over financial reports (2009-1).

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than

a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we believe that none of the significant deficiencies described
above is a material weakness.

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.

We noted certain matters that we reported to management of the District in a separate letter on control deficiencies dated
December 23, 2009.

This report is intended solely for the information and use of management, the Board of Directors, others within the
entity, and 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.

VA ¢
CERTIFIED PUBLIC ACCOUNTANTS
December 23, 2009
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GROVE, MUELLER & SWANK, P.C.

A0,
CERTHFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
475 Cottage Street NE, Suite 200, Salem, Oregon 97301

(503) 581-7788

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

Board of Directors Lane County
School District No. 4J Eugene,
Oregon

Compliance

We have audited the compliance of Lane County School District No. 4J, Eugene, 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 are applicable to each of its major federal programs for the year ended June 30, 2009.
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 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 requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2009.

Internal Control over Compliance

The management of the District is responsible for establishing and maintaining effective internal control over
compliance with the 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 the
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, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinjon on
the effectiveness of the District's internal control over compliance.
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A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity's ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential
will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
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.

This report is intended solely for the information and use of management, the Board of Directors, others within
the entity, and 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.

#ERTIFIED PUBLIC ACCOUNTANTS

December 23, 2009
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LANE COUNTY SCHOOL DISTRICT NO. 4J, EUGENE, OREGON
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2009

SUMMARY OF AUDITOR’S RESULTS

Financial Statements
Type of auditor’s opinion issued: Unqualified
Internal control reporting:
* Material weakness(es) identified? No
* Reportable condition(s) identified that are not considered to be material weaknesses? Yes
Noncompliance material to financial statements noted? No
Federal Awards
Internal control over major programs:
« Material weakness(es) identified? No
* Reportable condition(s) identified that are not considered to be material weaknesses? No
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? No

Identification of major program:

CFDA Numbers Name of Federal Program or Cluster
10.553, 10.555 & 10.559 Child Nutrition Cluster
84.027 & 84.391 Special Education-Grants to States (IDEA/ARRA)
84.326 Special Education-Technical Assistance and Dissemination to Improve
Services and Results for Children with Disabilities
84.367 Improving Teacher Quality State Grants
84.394 State Fiscal Stabilization Fund Cluster (ARRA)
10.666 Schools and Roads Cluster — Grants to States
Dollar threshold used to distinguish between type A and type B programs: $619,135
District qualified as low-risk auditee? Yes

FINANCIAL STATEMENT FINDINGS
Finding 2009-1: Reconciliation of Bank Accounts on a Timely Basis
Condition: Payroll bank accounts were not reconciled on a timely basis.

Criteria: The preparation of payroll account bank reconciliations were completed up to 6 months after the
statement date.

Effect: Not reconciling bank accounts on a timely basis may result in not quickly recognizing and resolving
errors or other issues.
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LANE COUNTY SCHOOL DISTRICT NO. 4J, EUGENE, OREGON
SCHEDULE OF FINDINGS AND QUESTIONED COSTS '
YEAR ENDED JUNE 30, 2009

FINANCIAL STATEMENT FINDINGS (Continued)

Finding 2009-1 (Continued)

Cause: The process to reconcile payroll bank statements is more complex with the new accounting system.
Staff was unable to determine the cause of reconciling items in a timely manner, and management did not
effectively monitor the status of the bank reconciliations.

Recommendation: We recommend that management communicate and monitor to ensure that bank accounts
are reconciled on a timely basis, by the last day of the month following the statement date, and in no case later
than 60 days following the statement date.

Response: Management has agreed with the finding and implemented a new procedure to ensure that all bank
reconciliations are completed on a timely basis.

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None.

- 146 -






