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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

Board of Education
Special School District No. 1
Minneapolis Public Schools
Minneapolis, Minnesota

We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Special School District No. 1 as of and for the year ended 
June 30, 2012, which collectively comprise the District’s basic financial statements and have issued our 
report thereon dated December 19, 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

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.

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial 
reporting 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 described in the accompanying schedule of findings and questioned costs, we identified 
certain deficiencies in internal control over financial reporting that we consider to be material 
weaknesses and other deficiencies that we consider to be significant deficiencies. 

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. We consider the deficiencies described in the accompanying schedule of findings and 
questioned costs as findings 2012-1 and 2012-2 to be material weaknesses.
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Internal Control Over Financial Reporting (Continued)

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. We consider the deficiencies described in the accompanying schedule of findings and 
questioned costs as findings 2012-3 and 2012-4 to be significant deficiencies.

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 also noted certain matters that we reported to management of the District in a separate letter dated 
December 19, 2012.

The District’s responses to the findings identified in our audit are described in the accompanying 
schedule of findings and questioned costs. We did not audit the District’s responses and, accordingly, 
we express no opinion on them.

This report is intended solely for the information and use of the Board of Education, management of the 
District, the Minnesota Department of Education, and state and federal awarding entities and is not 
intended to be and should not be used by anyone other than these specified parties.

CliftonLarsonAllen LLP

Minneapolis, Minnesota
December 19, 2012
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INDEPENDENT AUDITORS’ 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

Board of Education
Special School District No. 1
Minneapolis Public Schools
Minneapolis, Minnesota

Compliance

We have audited Special School District No. 1’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, 2012. The District's 
major federal programs are identified in the summary of auditors’ 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 of 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. However, the results of our auditing procedures disclosed instances of 
noncompliance with those requirements, which 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 2012-5, 2012-6, 2012-7 and 2012-8.
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Internal Control Over Compliance

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 to determine the 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 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. However, we identified certain deficiencies in internal control over 
compliance that we consider to be significant deficiencies as described in the accompanying schedule 
of findings and questioned costs as items 2012-5, 2012-6, 2012-7, and 2012-8. 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.

The District’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the District’s responses and, accordingly, 
we express no opinion on the responses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Special School District No. 1, Minneapolis, Minnesota, as of 
and for the year ended June 30, 2012, and have issued our report thereon dated December 19, 2012.
Our audit was performed for the purpose of forming opinions on the financial statements that 
collectively comprise the District’s basic 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
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Schedule of Expenditures of Federal Awards (Continued)

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 basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the consolidated financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America. In our opinion, the information is fairly stated in all material respects in 
relation the basic financial statements as a whole.

This report is intended solely for the information and use of the Board of Education, management of the 
District, the Minnesota Department of Education, and state and federal awarding entities and is not 
intended to be and should not be used by anyone other than these specified parties.

CliftonLarsonAllen LLP

Minneapolis, Minnesota
December 19, 2012
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FEDERAL AGENCY/PASS-THROUGH

GRANTOR/PROGRAM TITLE CFDA # Pass-Through Expenditures

U.S. DEPARTMENT OF AGRICULTURE

CHILD NUTRITION CLUSTER:

SCHOOL BREAKFAST PROGRAM - CASH ASSISTANCE 10.553 MINNESOTA DEPT. OF EDUCATION 3,165,108$            

SCHOOL LUNCH PROGRAM

CASH ASSISTANCE 10.555 MINNESOTA DEPT. OF EDUCATION 8,863,704              

NON-CASH ASSISTANCE (COMMODITIES) 10.555 MINNESOTA DEPT. OF EDUCATION 695,309                 

SUMMER FOOD SERVICE PROGRAM FOR CHILDREN - CASH ASSISTANCE 10.559 MINNESOTA DEPT. OF EDUCATION 955,888                 

TOTAL CHILD NUTRITION CLUSTER 13,680,009            

U.S. DEPARTMENT OF LABOR

WIA YOUTH 17.259 CITY OF MINNEAPOLIS 32,129                   

FAST TRACK ABE 17.226 MINNEAPOLIS ABE 6,756                     

TOTAL U.S. DEPARTMENT OF LABOR 38,885                   

U.S. DEPARTMENT OF STATE

ARABIC LANGUAGE IN THE WORLD TODAY 19.408 N/A 3,821                     

NATIONAL ENDOWMENT FOR THE ARTS

MINNESOTA RADIO BLUEGRASS REVIEW 45.024 N/A 14,336                   

U.S. DEPARTMENT OF EDUCATION

ADULT EDUCATION - FEDERAL 84.002 MINNESOTA DEPT. OF EDUCATION 468,954                 

TITLE I CLUSTER:

TITLE I AYP IMPROVEMENT GRANT II 84.010 MINNESOTA DEPT. OF EDUCATION 588,020                 

TITLE I, PART A 84.010 MINNESOTA DEPT. OF EDUCATION 19,711,182            

TITLE I, HIGH 5 84.010 MINNESOTA DEPT. OF EDUCATION 3,492,703              

TOTAL TITLE I CLUSTER 23,791,905            

TITLE I FOR NEGLECTED AND DELINQUENT CHILDREN 84.013 MINNESOTA DEPT. OF EDUCATION 270,149                 

SPECIAL EDUCATION CLUSTER:

IDEA- PROJECT SEARCH 84.027 MINNESOTA DEPT. OF EDUCATION 5,945                     

IDEA CONTINUOUS IMPROVEMENT 84.027 MINNESOTA DEPT. OF EDUCATION 34,929                   

IDEA PART B SECTION 611 84.027 MINNESOTA DEPT. OF EDUCATION 7,578,893              

DISPROPORTIONAL ANNUAL PLAN AGREEMENT 84.027 MINNESOTA DEPT. OF EDUCATION 738                        

COLLECTION OF POST SCHOOL OUTCOME DATA 84.027 MINNESOTA DEPT. OF EDUCATION 1,611                     

IDEA - PRESCHOOL GRANT 84.173 MINNESOTA DEPT. OF EDUCATION 374,047                 

EARLY CHILDHOOD TITLE VI-B 437 PD 84.173 MINNESOTA DEPT. OF EDUCATION 12,885                   

ARRA - IDEA PART B SECTION 611 84.391 MINNESOTA DEPT. OF EDUCATION 47,714                   

ARRA - PRESCHOOL GRANT 84.392 MINNESOTA DEPT. OF EDUCATION 358,386                 

TOTAL SPECIAL EDUCATION CLUSTER 8,415,148              

CARL PERKINS VOCATIONAL BASIC GRANT 84.048 MINNESOTA DEPT. OF EDUCATION 625,074                 

INDIAN ED - FORMULA GRANT 84.060 N/A 370,475                 

EARLY INTERVENTION SERVICE FUNDS 84.181 MINNESOTA DEPT. OF EDUCATION 271,068                 

TITLE IV, PART A - SAFE & DRUG FREE SCHOOLS AND COMMUNITIES 84.186 MINNESOTA DEPT. OF EDUCATION 18,400                   

TITLE X, PART C MCKINNEY-VENTO HOMELESSNESS 84.196 MINNESOTA DEPT. OF EDUCATION 100,983                 
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FEDERAL AGENCY/PASS-THROUGH

GRANTOR/PROGRAM TITLE CFDA # Expenditures

U.S. DEPARTMENT OF EDUCATION (CONTINUED)

21st CENTURY GRANTS

21st CENTURY COMMUNITY LEARNING CENTERS: COHORT 4 84.287 MINNESOTA DEPT. OF EDUCATION 437,161                 

BEACONS 21st CENTURY 84.287 YMCA 226,959                 

TOTAL 21st CENTURY GRANTS 664,120                 

FOREIGN LANGUAGES ASSISTANCE 84.293 N/A 268,438                 

STATE GRANTS FOR INNOVATIVE PROGRAM:  MINNEAPOLIS DOORWAY 84.299 MINNESOTA DEPT. OF EDUCATION 375,730                 

STATE PROGRAM IMPROVEMENT GRANTS

FEDERAL SPDG 84.323 MINNESOTA DEPT. OF EDUCATION 3,650                     

IDEA - STATE PROGRAM IMPROVEMENT GRANTS 84.323 MINNESOTA DEPT. OF EDUCATION 78,232                   

TOTAL SCHOOL IMPROVEMENT GRANTS CLUSTER 81,882                   

PROGRESS IN OUTREACH RESEARCH INSTITUTE 84.324 UNIVERSITY OF MINNESOTA 5,899                     

TITLE I, PART G ADVANCED PLACEMENT INCENTIVE PROGRAM 84.330 MINNESOTA DEPT. OF EDUCATION 516,330                 

GAINING EARLY AWARENESS AND READINESS FOR UNDERGRADUATE PROGRAMS 84.334 MINNESOTA DEPT. OF EDUCATION 366,883                 

ARTS IN EDUCATION NMODEL GRANT 84.351 N/A 145,554                 

VOLUNTARY PUBLIC SCHOOL CHOICE 84.361 N/A 574,685                 

TITLE IIIA LEP 84.365 MINNESOTA DEPT. OF EDUCATION 1,479,455              

TITLE II, PART A - TEACHER AND PRINCIPAL TRAINING AND RECRUITING 84.367 MINNESOTA DEPT. OF EDUCATION 3,129,166              

SCHOOL IMPROVEMENT GRANTS CLUSTER

ARRA - SCHOOL IMPROVEMENT GRANT SUPPLEMENT 84.388 MINNESOTA DEPT. OF EDUCATION 1,294,409              

ARRA - TITLE I - SCHOOL IMPROVEMENT GRANTS 84.388 MINNESOTA DEPT. OF EDUCATION 2,255,214              

TOTAL SCHOOL IMPROVEMENT GRANTS CLUSTER 3,549,623              

ARRA - MCKINNEY-VENTO HOMELESS GRANTS 84.387 MINNESOTA DEPT. OF EDUCATION 4,481                     

ARRA - EDUCATION JOBS FUND 84.410 MINNESOTA DEPT. OF EDUCATION 987,707                 

TOTAL U.S. DEPARTMENT OF EDUCATION 46,482,109            
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FEDERAL AGENCY/PASS-THROUGH

GRANTOR/PROGRAM TITLE CFDA # Expenditures

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES:

TANF - OTHER 93.558 HENNEPIN CTY 503                        

HEALTH SVS - MFIP 93.558 HENNEPIN CTY 208,727                 

TOTAL TEMPORARY ASSISTANCE FOR NEEDY FAMILIES 209,230                 

CHILD ABUSE PREVENTION GRANT 93.590 MINNESOTA DEPT. OF HUMAN SERVICES 2,860                     

COMMUNITIES PUTTING PREVENTION TO WORK 93.724 CITY OF MINNEAPOLIS 61,006                   

HEALTH CAREERS OPPORTUNITY PROGRAM 93.882 UNIVERSITY OF MINNESOTA 12,104                   

BLOCK GRANTS FOR PREVENTION & TREATMENT OF SUBSTANCE ABUSE 93.959 MINNESOTA DEPT. OF HUMAN SERVICES 29,148                   

URBAN INITIATIVE 93.994 CITY OF MINNEAPOLIS 17,235                   

HLTH SRVCS - FAMILY LIFE DEMO GRT 93.995 N/A 114,938                 

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 446,521                 

CORPORATION FOR NATIONAL AND COMMUNITY SERVICE

G3 INITIATIVE 94.004 NATIONAL YOUTH LEADERSHIP COUNCIL 16,433                   

AMERICORPS YOUTH SERVICES 94.006 N/A 375,254                 

VOLUNTEERS IN SERVICE TO AMERICA (VISTA) 94.013 N/A 26,727                   

TOTAL CORPORATION FOR NATIONAL AND COMMUNITY SERVICE 418,414                 

DEPARTMENT FOR HOMELAND SECURITY

DISASTER GRANTS - PUBLIC ASSISTANCE 97.036 N/A 8,243                     

OTHER

SAFE ROUTES 20.205 NATIONAL CENTER FOR SAFE ROUTES TO SCHOOL 1,000                     

TOTAL EXPENDITURES 61,093,338$          
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NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE 1:

The Schedule of Expenditures of Federal Awards presents the activity of federal award programs 
expended by Special School District No. 1.

NOTE 2:

The expenditures on this schedule are on the modified accrual basis of accounting, which is described in 
Note 1 to the basic financial statements of the District.

NOTE 3:

Nonmonetary assistance is reported in this schedule at the fair market value of commodities received and 
disbursed for the USDA Commodities Program (CFDA #10.555).

NOTE 4:

The pass-through entity identifying number is unknown.



(10)An independent member of Nexia International

REPORT ON MINNESOTA LEGAL COMPLIANCE

Board of Education
Special School District No. 1
Minneapolis Public Schools
Minneapolis, Minnesota

We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Special School District No. 1 as of and for the year ended 
June 30, 2012, which collectively comprise the District’s basic financial statements and have issued our 
report thereon dated December 19, 2012.

We conducted our audit in accordance with U.S. generally accepted auditing standards, the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States, and the provisions of the Minnesota Legal Compliance Audit Guide for 
Local Government, promulgated by the State Auditor pursuant to Minn. Stat. Section 6.65. Accordingly, 
the audit included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances.

The Minnesota Legal Compliance Audit Guide for Local Government covers seven main categories of 
compliance to be tested: contracting and bidding, deposits and investments, conflicts of interest, public 
indebtedness, claims and disbursements, uniform financial accounting and reporting standards for 
school districts, and other miscellaneous provisions. Our study included all of the listed categories.

The results of our tests indicate that, with respect to the items tested, the District complied, in all 
material respects, with the provisions referred to in the preceding paragraph, except as described in the 
accompanying schedule of findings and questioned costs as items 2012-9 and 2012-10.

The District’s responses to the findings identified in our audit are described in the accompanying 
Schedule of Findings and Questioned Costs. We did not audit the District’s responses and, accordingly, 
we express no opinion on the responses.

The results of our tests indicate that, with respect to the items tested, the District complied, in all 
material respects, with the provisions referred to in the preceding paragraph.

This report is intended solely for the information and use of the Board of Education, management of the 
District, the Minnesota Department of Education, and the Office of the Minnesota State Auditor and is 
not intended to be and should not be used by anyone other than these specified parties.

CliftonLarsonAllen LLP

Minneapolis, Minnesota
December 19, 2012
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A. SUMMARY OF AUDITOR’S RESULTS

1. The auditors' report expresses an unqualified opinion on the financial statements of Special 
School District No. 1.

2. Two material weaknesses and two significant deficiencies in internal control over financial
reporting were disclosed during the audit of the financial statements of Special School District 
No. 1 and are reported in Part B of this schedule.

3. No instances of noncompliance material to the financial statements of Special School District 
No. 1 were disclosed during the audit.

4. Four significant deficiencies in internal control over compliance were disclosed during the audit 
of the major federal award programs, none of which were considered material weaknesses.

5. The independent auditors’ report on compliance for the major federal award programs for 
Special School District No. 1 expresses an unqualified opinion.

6. The audit disclosed four findings which are required to be reported in accordance with Office on 
Management and Budget Circular A-133, Section .510(a)(1).

7. Two instances of noncompliance related to MN Legal Compliance were disclosed during the 
audit of the financial statements of Special School District No. 1 and are reported in Part D of 
this schedule.

8. The programs tested as major programs included: 

U.S. Department of Agriculture – Child Nutrition Cluster:
School Breakfast Program – Cash Assistance CFDA #10.553
School Lunch Program

Cash Assistance CFDA #10.555
Non-Cash Assistance (Commodities) CFDA #10.555

Summer Food Service Program for Children – Cash Assistance CFDA #10.559

U.S. Department of Education – Title I Cluster:
Title I AYP Improvement Grant II CFDA #84.010
Title I, Part A CFDA #84.010
Title I, High 5 CFDA #84.010

U.S. Department of Education – Special Education Cluster:
IDEA – Project Search CFDA #84.027
IDEA Continuous Improvement CFDA #84.027
IDEA Part B Section 611 CFDA #84.027
Disproportional Annual Plan Agreement CFDA #84.027
Collection of Post School Outcome Data CFDA #84.027
IDEA – Preschool Grant CFDA #84.173
Early Childhood Title VI-B 437 PD CFDA #84.173
ARRA – IDEA Part B Section 611 CFDA #84.391
ARRA – Preschool grant CFDA #84.392

U.S. Department of Education:
ARRA - School Improvement Grant Supplement CFDA #84.388
ARRA – Title I – School Improvement Grants CFDA #84.388

U.S. Department of Education:
ARRA – Education Jobs Fund CFDA #84.410
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A. SUMMARY OF AUDITOR’S RESULTS (CONTINUED)

9. The threshold for distinguishing Types A and B programs was $1,832,800.

10. Special School District No. 1 was not determined to be a low-risk auditee.

B. FINDINGS – INTERNAL CONTROL OVER FINANCIAL REPORTING

CURRENT YEAR

Finding 2012-1

Material Weakness – Audit Adjustments

Criteria: Management is responsible for the accuracy and completeness of all financial records and 
related information. Their responsibilities include adjusting the financial statements to correct 
material misstatements. 

Condition: During the performance of our audit procedures certain adjustments were proposed to 
management and made by management to adjust accounts payable. 

Cause: Accounts payable was not adjusted to actual at year-end.

Effect: Account balance was not properly reported at year-end.

Recommendation: We recommend management review all accounts closely at year-end to detect 
and correct misstatements of balances.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the audit finding.

Actions Planned in Response to Finding:
The District will develop a process for ensuring that all standard year-end entries are completed 
before the auditors begin their fieldwork.

Official Responsible for Ensuring CAP:
Director of Financial Reporting and Controller

Planned Completion Date for CAP:
Ongoing review and monitoring will take place.

Plan to Monitor Completion of CAP:
The Finance Department management will be monitoring this corrective action plan.
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B. FINDINGS – INTERNAL CONTROL OVER FINANCIAL REPORTING (CONTINUED)

CURRENT YEAR (CONTINUED)

Finding 2012-2

Material Weakness – Segregation of Duties

Criteria: Generally, a system of internal control contemplates separation of duties such that no 
individual has responsibility to execute a transaction, have physical access to the related assets, 
and have responsibility or authority to record the transaction.

Condition: We noted during testing and review of the District’s procedures that there is a lack of 
segregation of duties over certain processes. A lack of segregation occurs when there is an 
individual who has responsibility to execute a transaction, has physical access to the related asset, 
and has responsibility or authority to record the transaction.

We noted lack of segregation of duties, to various degrees, in the following areas:

 Purchasing Process: School site requisitions for purchases are completed by the financial 
secretary at the school site. There is not documentation of approval of the requisition by the 
principal, though the principal may have given a verbal approval. We recommend either 
documentation of the approval by the principal on the invoice, or that the principal use a 
password protected approval within the financial software to approve invoices online.

 Accounts Payable Process: The Accounts Payable Supervisor processes certain invoices, 
prepares the check run, and reconciles accounts payable. We recommend the District 
review this process and consider where these steps can be segregated. Additionally, we 
recommend that an individual other than the Accounts Payable Supervisor review the 
reconciliation and document that review with initials and the date.

 SAP User Rights: A number of employees have excessive access to Accounts Payable 
functions, Purchasing functions, and the general ledger. Also, there were instances 
indentified where individuals have excessive access to perform many responsibilities within 
a process (e.g. create a vendor, enter an invoice for payment, and cut a check). In addition, 
User access to MPS_ALL (Superuser) appears to be excessive and there is not a proactive 
review that occurs to review administrator activity in the system. We recommend that the 
District review all user roles and the permissions granted to each role for appropriateness, 
taking into consideration adequate segregation of duties. The District should also validate 
that adequate compensating controls are implemented to review and detect irregular or 
fraudulent activity performed by users with elevated permissions. Additionally, individuals in 
a position of authority should have limited transactional ability within the SAP application to 
further prevent management override of controls.
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B. FINDINGS – INTERNAL CONTROL OVER FINANCIAL REPORTING (CONTINUED)

CURRENT YEAR (CONTINUED)

Finding 2012-2 (Continued)

Condition (Continued): 
 Billing Process for Minneapolis Kids and High Five Programs: There is a lack of segregation 

of duties over billing procedures for the Minneapolis Kids and High Five Programs. For each 
respective program, we recommend the District segregate duties between the individual 
who receives cash receipts, processes the payments and reconciles the billing. Additionally, 
we recommend another individual review the reconciliations and document that review with 
initials and the date.

Cause: Process flows and SAP user access rights are not designed to provide for proper 
segregation of duties in each area.

Effect: Controls are not in place to prevent or detect errors for these transaction flows of the 
District. 

Recommendation: We recommend that the District continue to segregate duties as best it can 
within the limits of what the District considers to be cost beneficial and to review current procedures 
as staffing levels change.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
Purchasing Process – The Finance Department has developed a process for clerical 
support at school sites and departments to attach written authorization they receive from 
principals or department heads for the procurement of goods to be attached to the 
requisition in SAP. This will eliminate the finding in future audits.

Accounts Payable Process – The department will work towards having the Accounts 
Payable only processing check runs and not processing invoices. Also the reconciliations 
will be prepared by the Accounts Payable Supervisor and reviewed and signed by the 
Controller.

SAP User Rights – The Director of Financial Systems will coordinate with IT staff to come 
up with a solution to review user functions and only give SAP permissions for their specific 
work functions.

Billing Process for Minneapolis Kids and High Five Program – The Director of Financial 
Reporting will work with personnel in these areas to segregate duties and put the proper 
controls in place.
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B. FINDINGS – INTERNAL CONTROL OVER FINANCIAL REPORTING (CONTINUED)

CURRENT YEAR (CONTINUED)

Finding 2012-2 (Continued)

CORRECTIVE ACTION PLAN (CAP) (Continued): 

Official Responsible for Ensuring CAP:
Purchasing Process – Director of Financial Systems
Accounts Payable Process – Controller
SAP User Rights – Director of Financial Systems
Billing Process for Minneapolis Kids and High Five Program – Director of Financial 
Reporting

Planned Completion Date for CAP:
Purchasing Process – January 7, 2013
Accounts Payable Process – February 28, 2013
SAP User Rights – March 31, 2013
Billing Process for Minneapolis Kids and High Five Program – February 28, 2013.

Plan to Monitor Completion of CAP:
The Finance and IT Department management will be monitoring this corrective action plans.

Finding 2012-3

Significant Deficiency – Oversight of the Financial Reporting Process

Criteria: Management is responsible for establishing and maintaining internal controls and for the 
fair presentation of the financial position, changes in net assets, cash flows, and disclosures in the 
financial statements, in conformity with U.S. generally accepted accounting principles (GAAP). 

Condition: During our audit, we noted that the internal control system has been improved from 
prior years to include a process for preparing the annual financial statements and the related 
disclosures in accordance with GAAP. Management did purchase software to aid in preparation of 
the statements, and worked to prepare the statements this year in tandem with the auditors and 
with assistance from the auditors.

Cause: Management requested that CliftonLarsonAllen assist in preparing a draft of the audited 
financial statements, including the related footnote disclosures, during the first year that they 
worked to prepare the financial statements and learn the software and develop a process. This 
assistance was a result of management’s cost benefit decision to use our accounting expertise 
rather than incurring an additional cost.

Effect: Departures from GAAP would not necessarily be detected by management.

Recommendation: We recommend that management prepare a full set of financial statements 
after developing the expertise with the software and financial statement model, along with related 
processes.
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B. FINDINGS – INTERNAL CONTROL OVER FINANCIAL REPORTING (CONTINUED)

CURRENT YEAR (CONTINUED)

Finding 2012-2 (Continued)

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with this finding. The District has tremendously improved its internal control 
in this area over past years. The District was able to provide the auditors with trial balances for 
all funds which they able to audit against.

Actions Planned in Response to Finding:
The Finance Team will continue to learn the new software and will be implementing monthly 
financial reporting during the fiscal to even further strengthen the internal control.

Official Responsible for Ensuring CAP:
Director of Financial Reporting and Controller

Planned Completion Date for CAP:
Implementing and fine tuning monthly financials will be an ongoing.

Plan to Monitor Completion of CAP:
The Finance Team management will be monitoring this corrective action plan.

Finding 2012-4

Significant Deficiency – Payroll Process

Criteria: The District should have a properly designed payroll process that ensures all employees
are paid at correct rates and are active employees in the District.

Condition: During our testing, we noted the following: 
 Of the 40 payroll disbursements tested, one employee’s pay rate was not updated to reflect 

wage changes through a new contract that was effective in May 2011. 
 Numerous instances where employees remained on the payroll after they had been 

terminated or took a leave of absence. Employees are then required to repay the District 
these overpayments. At June 30, 2012, there were close to 50 individuals who owed 
approximately $13,600 to the District. 

Cause: An error was made in regards to the input and/or approval of the employee’s pay rate. The 
District’s current policies and procedures did not catch this error.

The termination or leave of absence of an employee is an individual school decision and the 
District’s Human Resources department did not receive the paperwork from the individual school in 
several cases until months after the employee termination occurred. Human Resources is not
aware of terminations or leave of absences until they receive the paperwork from the school.
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B. FINDINGS – INTERNAL CONTROL OVER FINANCIAL REPORTING (CONTINUED)

CURRENT YEAR (CONTINUED)

Finding 2012-4 (Continued)

Effect: Improper rates could be paid to employees and employees could be paid after they have 
been terminated. 

Recommendation: We recommend that the District evaluate its current policies and procedures 
related to the payroll process to ensure employees are paid for their correct rates. Additionally, we 
recommend that the District implement procedures to ensure employees are removed from the 
payroll system within a reasonable time period when terminated or take a leave of absence.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with this finding. The rate of pay relates to the Painters contract which the 
district does not negotiate. Contracts are settled through the Union Hall, rate sheets are then 
forwarded to payroll to update rates of pay and fringe benefits costs. The change in the rates 
was not entered into the system until the new rates were sent at which time corrections were 
made.

Currently the HR department does not have an exit interview process. There is no systematic 
way for the information to go from the school site to the HR department for terminations. All 
terminations and LOAs should be handled at the district office not at the school site.

Actions Planned in Response to Finding:
We are currently in the process of implementing an HR/Payroll task force to redefine the HR to 
Payroll processes, identifying inefficiencies, and recommend solutions to various overpayment 
issues. As part of this task force we will recommend and implement an exit interview process 
that will get paperwork to the HR department in a timely basis. In addition, we will redefine the 
process and steps for LOAs.

We are currently in the process of setting up a contract renewal database that will alert us when 
contracts expire to contact the Union Halls to get updated rates/fringes. If not settled by the 
expiration, we will keep it listed as an open item until the contract is settled and we have 
received the new rates/fringes.

Official Responsible for Ensuring CAP:
Director of Financial Reporting, Controller and HR Director

Planned Completion Date for CAP:
This will be an ongoing process and implementation will be in stages.

Plan to Monitor Completion of CAP:
The Finance Team and HR Team will be monitoring this corrective action plan.



MINNEAPOLIS PUBLIC SCHOOLS
SPECIAL SCHOOL DISTRICT NO. 1

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2012

(18)

C. FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAMS AUDIT

CURRENT YEAR

Finding 2012-5

Significant Deficiency –Title I Cluster (CFDA 84.010); Grant Period – Year Ended June 30, 
2012; Passed Through Agency – Minnesota Department of Education

Criteria: A strong internal control environment should include controls surrounding federal program 
compliance requirements to ensure that the District is in compliance with all applicable 
requirements.

Condition: During our testing of Title I non-payroll disbursements, the District was not able to 
provide supporting documentation, such as a receipt of purchase, for 1 out of the 25 disbursements
selected for testing. The disbursement was for $149.99. 

Cause: The District did not follow its procedures for ensuring supporting documentation is retained 
for disbursements.

Effect: Expenditures charged to the Title I program may not be allowable costs according to OMB 
A-133 if proper internal controls are not followed.

Recommendation: We recommend that the District review its policies and procedures surrounding 
cash disbursements to ensure that supporting documentation, such as receipts of purchase, for 
Title I expenditures are retained in accordance to the District’s policies and the District is in 
compliance with allowable cost requirements.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with this finding. This is one out of twenty five disbursements tested and this 
was an unusual circumstance as this Ice maker was purchased on a P-Card for $149.99 and 
the Assistant Principal lost the receipt from Target. We have a documented letter from the AP.

Actions Planned in Response to Finding:
No action planned we feel as though we have adequate controls in place.

Official Responsible for Ensuring CAP:
No corrective action plan needed.

Planned Completion Date for CAP:
No corrective action plan needed.

Plan to Monitor Completion of CAP:
No corrective action plan needed.
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C. FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAMS AUDIT
(CONTINUED)

CURRENT YEAR (CONTINUED)

Finding 2012-6

Significant Deficiency – ARRA – Special Education Cluster (CFDA 84.027, 84.173, 84.391, 
84.392); Grant Period – Year Ended June 30, 2012; Passed Through Agency – Minnesota 
Department of Education

Criteria: OMB Circular A-87, Attachment B, Section 11h, requires semi-annual payroll certifications 
to be prepared for employees who work solely on a single Federal award, signed either by the 
employee or the employee’s direct supervisor. When employees work on multiple programs, the 
employee’s time must be supported by approved time studies or time sheets prepared at least on a 
monthly basis. Reports should cover the preceding time period and be signed within a reasonable 
time period after the fact.

Condition: During our testing of the Special Education Cluster, we noted 1 out of the 25 payroll 
disbursements tested was signed 10 months after the time period worked.

Cause: Time and effort reporting was not signed within a reasonable time period after the fact.

Effect: Time and effort reporting supporting payroll expenditures charged to the federal program 
was not adequately prepared.

Recommendation: We recommend the District review its policies and procedures to ensure that all 
employees who work on a Federal award complete the time and effort reporting in a timely manner.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with this finding. This is one out of twenty five payroll disbursements tested 
where labor was originally charged incorrectly, then corrected after the fact and the time and effort 
reporting wasn’t done at the time of correction.

Actions Planned in Response to Finding:
The District will implement procedures when corrections are made to ensure the time and effort 
reporting happens at the same time.

Official Responsible for Ensuring CAP:
Director of Financial Systems

Planned Completion Date for CAP:
Immediately

Plan to Monitor Completion of CAP:
The Finance Team will be monitoring this corrective action.
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C. FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAMS AUDIT
(CONTINUED)

CURRENT YEAR (CONTINUED)

Finding 2012-7

Significant Deficiency – Child Nutrition Cluster (CFDA 10.553, 10.555, 10.559); Grant 
Period – Year Ended June 30, 2012; Department of Agriculture, passed through 
Minnesota Department of Education

Criteria: OMB Circular A-133 Provision I prohibits the distribution of Federal dollars in excess of 
$25,000 to vendors or contractors who are included on the Excluded Parties List System (EPLS) 
maintained by the General Services Administration.

Condition: During our testing, we noted the District did not follow its purchasing policy for checking 
the EPLS nor adding a certification clause to contracts for vendors or contractors paid through 
Federal dollars in excess of $25,000. We did not note any instances of contracting with suspended 
or debarred vendors in our testing.

Cause: While the District created a process of developing a clause within its contract and a process 
to document checking of the EPLS, this process was not followed for vendors or contracts in excess 
of $25,000 paid through the Child Nutrition Cluster program.

Effect: The District was not in compliance with OMB Circular A-133. 

Recommendation: We recommend that the District review its policies and procedures to ensure 
that documentation over review of the EPLS is maintained and that a certification clause is added to 
all District contracts where distribution of Federal dollars in excess of $25,000 to vendors or 
contractors occurs. 

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with this finding. During fiscal year twelve The District implemented procedures 
that we are documenting the process of checking the EPLS listing, however, this didn’t extend to 
Food Services.

Actions Planned in Response to Finding:
The District has extended its procedure now to include Food Service. For food service contracts in 
excess of $25,000 purchasing is currently showing evidence of checking the listing by signing and 
dating the listing.

Official Responsible for Ensuring CAP:
Purchasing Manager

Planned Completion Date for CAP:
Currently in place

Plan to Monitor Completion of CAP:
The Purchasing Team will be monitoring this corrective action.
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C. FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAMS AUDIT
(CONTINUED)
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Finding 2012-8

Significant Deficiency – Child Nutrition Cluster (CFDA 10.553, 10.555, 10.559); Grant 
Period – Year Ended June 30, 2012; Department of Agriculture, passed through 
Minnesota Department of Education

Criteria: OMB Circular A-133 requires that the District verify the current free and reduced price 
eligibility of households selected from a sample of applications that it has approved for free and 
reduced price meals.

Condition: During our testing of the Child Nutrition cluster, we noted 1 out of 21 students tested 
was verified as being eligible for a reduced price meal; however, the student’s status was stated as 
eligible for a free meal in the meal system.

Cause: Changes were not made to the eligibility status of the student based on the verification 
process.

Effect: Student eligibility status was not stated correctly. 

Recommendation: We recommend the District review its policies and procedures to ensure that all 
changes are made to eligibility status based on documentation and other information obtained 
through the verification process. 

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District will review its policies and procedures to ensure that all changes are made to eligibility 
status based on documentation.

Official Responsible for Ensuring CAP:
Food Service Director

Planned Completion Date for CAP:
March 31, 2013

Plan to Monitor Completion of CAP:
The Food Service Team will be monitoring this corrective action.
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D. FINDINGS AND QUESTIONED COSTS – MINNESOTA LEGAL COMPLIANCE

Finding 2012-9

Prompt Payment of Local Government Bills- Section 471.425
Finding: Minnesota statute requires that school districts must pay each vendor obligation according 
to the terms of the contract or, if no contract terms apply, within the standard payment period. For 
school districts with governing boards that have regular meetings at least once a month the 
standard payment period is within 35 days of the date of receipt. During our testing of 
disbursements, we noted 1 of the 40 disbursements tested was not paid within the required 
payment period. The disbursement was for $1,022.18. In this circumstance, the payment was 
originally filed as a direct pay request; however, the request was rejected due to the invoice being 
over the direct pay threshold of $1,000. District policy requires any direct pay rejection to be 
reviewed by the Board for approval. The invoice date was as of November 2011 and payment was 
made in June 2012.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The Budget Finance Specialist need ensure the school sites they support fully understand the 
Districts purchasing policies.

Official Responsible for Ensuring CAP:
Director of Financial Systems

Planned Completion Date for CAP:
This will be an ongoing process

Plan to Monitor Completion of CAP:
The Finance Team will be monitoring this corrective action plan.
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D. FINDINGS AND QUESTIONED COSTS – MINNESOTA LEGAL COMPLIANCE (CONTINUED)

Finding 2012-10

Uniform Municipal and Contracting Law- Section 471.345

Finding: Minnesota statute requires that for contracts over $100,000, school districts solicit bids 
through a public notice. During our testing of bids, we noted that the District solicited for bids 
through the District’s website; however, no documentation was retained to support the 5 bids
selected for testing were actually solicited through the District’s website.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The Purchasing Department is currently printing all bids from the website and placing the print shots 
in the bidders folder.

Official Responsible for Ensuring CAP:
Purchasing Manager

Planned Completion Date for CAP:
October 29, 2012

Plan to Monitor Completion of CAP:
The Purchasing Team will be monitoring this corrective action plan.
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E. PRIOR YEAR FINDINGS

MAJOR FEDERAL AWARD PROGRAMS AUDIT

Finding 2011-5

Condition: During our testing, 2 out of 40 Title I program disbursements selected for testing did not 
contain documentation of approval.

Recommendation: We recommended that the District review its policies and procedures 
surrounding cash disbursements to ensure that all Title I expenditures are approved in accordance 
to the District’s policies and the District is in compliance with allowable cost requirements.

Current Status: During our testing, we noted all Title I program disbursements tested contained 
documentation of approval.

Finding 2011-6

Condition: During our testing of cash reimbursement requests, we noted no documentation of 
approval.

Recommendation: We recommended that the District review its policies and procedures to ensure 
that the District is in compliance with cash management requirements.

Current Status: During our testing, we noted all cash reimbursement requests contained 
documentation of approval.

Finding 2011-7

Condition: The District does not have a policy for checking vendors on the EPLS. While the District 
employees stated that the EPLS is reviewed for new vendors, evidence was not maintained 
indicating this was completed.

Recommendation: We recommended that the District maintain documentation over review of the 
EPLS. We also recommend that the District complete its review of a policy to comply with these 
requirements and add a certification to District contracts.

Current Status: While the District did create a process for checking vendors on the EPLS and 
adding certification to District contracts; however, we did not note this process being followed for 
the Child Nutrition Cluster. See current year finding 2012-7.
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E. PRIOR YEAR FINDINGS (CONTINUED)

MAJOR FEDERAL AWARD PROGRAMS AUDIT (CONTINUED)

Finding 2011-8

Condition: There were no documented controls in place to monitor the preparation of the required 
Job Summary Reports which are required under Section 1512 of the ARRA funding requirements.

Recommendation: We recommended that the District implement a documented control process to 
ensure that the District is in compliance with reporting program requirements.

Current Status: During our testing, we noted all Job Summary Reports contained documentation of 
approval.
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AUDITORS’ REPORT ON EXTRACURRICULAR
STUDENT ACTIVITY ACCOUNTS

School Board
Special School District No. 1
Minneapolis Public Schools
Minneapolis, Minnesota

We have audited the accompanying statement of cash receipts and disbursements of the 
extracurricular student activity funds of Special School District No. 1 as of and for the year ended 
June 30, 2012. This financial statement is the responsibility of the District's extracurricular student 
activity accounts management. Our responsibility is to express an opinion on this financial statement 
based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with auditing 
standards generally accepted in the United States of America. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statement is free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statement. An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

The District has not established procedures to provide assurance that all cash collections are recorded 
in the accounting records. Accordingly, it was not practicable for us to extend our audit of such cash 
collections beyond the amounts recorded.

As described in Note 1, this financial statement has been prepared on the cash basis of accounting, as 
prescribed by the Minnesota Department of Education, which is a comprehensive basis of accounting 
other than accounting principles generally accepted in the United States of America.

In our opinion, except for such adjustments, if any, as might have been determined to be necessary 
had the cash collections referred to above been susceptible to satisfactory audit tests, the financial 
statement referred to above presents fairly, in all material respects, the cash transactions of the 
District’s extracurricular student activity accounts for the year ended June 30, 2012, and the cash 
balances at that date on the basis of accounting as described in Note 1.

CliftonLarsonAllen LLP

Minneapolis, Minnesota
December 19, 2012
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REPORT ON INTERNAL CONTROL OVER
EXTRACURRICULAR STUDENT ACTIVITY ACCOUNTS

School Board
Special School District No. 1
Minneapolis Public Schools
Minneapolis, Minnesota

In planning and performing our audit of the statement of cash receipts and disbursements of the 
extracurricular student activity funds of Special School District No. 1 as of and for the year ended
June 30, 2012, in accordance with auditing standards generally accepted in the United States of 
America, we considered Special School District No. 1’s internal control over financial reporting (internal 
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on 
the extracurricular student activity funds financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of the Special School District No. 1’s internal control. Accordingly, we do 
not express an opinion on the effectiveness of the Special School District No. 1’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control over financial reporting that might be 
significant deficiencies or material weaknesses and therefore, there can be no assurance that all such 
deficiencies have been identified. However, as discussed below, we identified a certain deficiency in 
internal control that we consider to be a material weakness. 

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. We consider the deficiency listed below to be a material weakness.

Student Activity Receipts

The District has not established procedures to provide assurance that all cash collections are recorded 
in the accounting records. 

This communication is intended solely for the information and use of management, the School Board, 
and others within the Organization, and is not intended to be and should not be used by anyone other 
than these specified parties. 

CliftonLarsonAllen LLP
Minneapolis, Minnesota
December 19, 2012
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Receipts Disbursements

Balance and and Balance

Elementary Schools June 30, 2011 Transfers In Transfers Out June 30, 2012

ANDERSEN ELEMENTARY 12,192$       33,138$           36,120$        9,210$            

ANISHNABE (opened Fall03-part of Four Winds) 1,185           883                  695               1,373             

ARMATAGE 11,065         18,170             14,523          14,712            

BANCROFT 513              12,047             11,735          825                

BARTON 15,318         102,203           105,319        12,202            

BETHUNE 1                  -                      -                    1                    

BRYN MAWR PRIMARY 7,035           583                  915               6,703             

BURROUGHS 11,120         47,689             56,926          1,883             

CITYVIEW 1,338           4,697               4,945            1,090             

DOWLING 19,586         38,752             46,573          11,765            

EMERSON SPANISH IMMERSION 9,228           18,597             22,430          5,395             

FIELD 24,911         133,663           125,751        32,823            

GREEN CENTRAL PARK 766              3                      769               -                     

HALE 4,096           11,337             12,351          3,082             

HALL 1,440           817                  1,374            883                

JEFFERSON 14,799         26,459             40,864          394                

KEEWAYDIN 2,508           33,385             33,452          2,441             

KENNY 5,134           24,632             18,699          11,067            

KENWOOD 4,826           35,482             32,200          8,108             

LAKE HARRIET LOWER CAMPUS 7,494           6,567               8,122            5,939             

JENNY LIND 3,036           18,614             21,039          611                

LORING 15,283         12,165             15,777          11,671            

LUCY CRAFT LANEY/CLEVELAND 271              682                  953               -                     

LYNDALE 2,108           19,622             17,350          4,380             

MARCY 14,666         33,538             33,642          14,562            

NORTHROP 3,696           11,434             12,677          2,453             

PRATT 27                4,932               4,588            371                

RAMSEY 7,649           84,028             82,909          8,768             

SEWARD 13,871         55,551             59,869          9,553             

SHERIDAN 7,595           17,656             18,797          6,454             

SULLIVAN 3,266           5,498               5,793            2,971             

WAITE PARK 357              5,961               5,457            861                

WENONAH 1,769           4,788               4,651            1,906             

WHITTIER 813              6,278               5,809            1,282             

WINDOM 3,722           14,591             13,572          4,741             

Subtotal Elementary Schools 232,684       844,442           876,646        200,480          
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Receipts Disbursements

Balance and and Balance

Secondary Schools June 30, 2011 Transfers In Transfers Out June 30, 2012

ANTHONY 13,890$       69,199$           76,558$        6,531$            

ANWATIN 14,622         17,425             14,393          17,654            

EDISON 38,136         75,454             63,898          49,692            

HENRY 46,806         -                      -                    46,806            

WELLSTONE INT'L (FORMERLY ICALL) 320              1,836               1,232            924                

NORTHEAST 9,773           17,368             23,132          4,009             

NORTH 22,248         17,876             17,206          22,918            

OLSON MIDDLE 5,845           13,285             13,268          5,862             

ROOSEVELT 41,553         90,035             112,880        18,708            

SANFORD 26,642         78,420             83,773          21,289            

SOUTH 178,252       286,462           304,101        160,613          

SOUTHWEST 187,578       473,369           507,312        153,635          

TRANSITION PLUS 9,170           14,612             19,026          4,756             

WASHBURN 83,513         310,875           308,976        85,412            

Subtotal Secondary Schools 678,348       1,466,216        1,545,755     598,809          

Total All Schools 911,032$     2,310,658$      2,422,401$   799,289$        
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NOTE 1 BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Student activity account transactions are defined as extracurricular programs conducted for 
the motivation and enjoyment of students. These programs and activities are not offered for 
school credits nor required for graduation. Activities are generally conducted outside of 
school hours. The content of the activities is determined primarily by the student, under the 
guidance of a staff member or other adult.

Student activities are to be self-sustaining with all expenses paid by dues, admissions, or 
other student fundraising events. These funds are not included in the combined financial 
statements of Special School District No. 1, and are restricted for the student activity uses, 
as established.

The accounts of the student activity funds are maintained, and the accompanying financial 
statement has been prepared, on the cash basis of accounting which is a comprehensive 
basis of accounting other than U.S. generally accepted accounting principles. Consequently, 
receipts are recognized when received rather than when earned, and disbursements are 
recognized when paid rather than when the obligations are incurred.

NOTE 2 DEPOSITS AND INVESTMENTS

All cash and investments of the student activity accounts are held in demand accounts.

Custodial credit risk is the risk that in the event of a bank failure, the School's deposits may 
not be returned to it. The School does not have a deposit policy for custodial credit risk and 
follows Minnesota Statutes for deposits.

Minnesota statutes require that all District deposits be protected by insurance, surety bond, 
or collateral. The market value of collateral pledged must equal 110% of the deposits not 
covered by insurance.

Authorized collateral includes certain state or local government obligations, obligations of 
the U.S. Treasury and U.S. agencies, irrevocable standby letter of credit issued by the 
Federal Home Loan Bank accompanied by written evidence that the Federal Home Loan 
Bank’s public debt is rated “AA” or better by Moody’s or Standard & Poor’s Corporation, and 
certificates of deposit insured by the FDIC.

Minnesota statutes require that securities pledged as collateral be held in safekeeping by 
the District Treasurer or in a financial institution (as agent for the District) other than that 
furnishing the collateral.

All student activity bank deposits are covered by deposit insurance or are collateralized by
securities held by the District or its Agent in the District’s name.
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REPORT ON COMPLIANCE WITH UNIFORM FINANCIAL
ACCOUNTING AND REPORTING STANDARDS APPLICABLE

TO EXTRACURRICULAR STUDENT ACTIVITY ACCOUNTS

School Board, Advisers, and Students
Special School District No. 1
Minneapolis Public Schools
Minneapolis, Minnesota

We have audited the statement of cash receipts and disbursements of the student activity funds of 
Special School District No. 1 for the year ended June 30, 2012, and have issued our report thereon 
dated December 19, 2012. In our report, our opinion was qualified because the District has not 
established procedures to provide assurance that all cash collections are recorded in the accounting 
records. Further, the financial statement has been prepared on the cash basis of accounting, which is a 
comprehensive basis of accounting other than U.S. generally accepted accounting principles.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the 
provisions of the Manual of Activity Fund Accounting, issued by the Minnesota Department of 
Education.

The Manual of Activity Fund Accounting provides uniform financial accounting and reporting standards 
for student activities. Compliance with student activity laws and regulations is the responsibility of the 
District's management. We have performed auditing procedures to test compliance with the provisions 
of this manual. However, our objective was not to provide an opinion on overall compliance with such 
provisions. Accordingly, we do not express such an opinion.

The results of our tests indicate that, with respect to the items tested, the District's extracurricular 
student activity accounts complied with the material terms and conditions of applicable legal provisions 
except as described on the Sched+ule of Findings and Questioned Costs for Student Activity Accounts.

The District’s response to the findings identified in our audit is described in the accompanying Schedule 
of Findings and Questioned Costs. We did not audit the District’s responses and, accordingly, we 
express no opinion on the responses.

This report is intended solely for the information and use of the School Board, management, and 
students of Special School District No. 1 and the Minnesota Department of Education and is not 
intended to be and should not be used by anyone other than these specified parties.

CliftonLarsonAllen LLP

Minneapolis, Minnesota
December 19, 2012
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MINNESOTA LEGAL COMPLIANCE FINDINGS FOR STUDENT ACTIVITY ACCOUNTS

2012-1

Proper Approval of Disbursements

Finding: We tested 25 cash disbursements from Student Activity accounts. During our testing, we 
noted that at three schools tested, 12 invoices in total lacked documentation of proper approval.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District is currently working to create a new policy and procedures manual for school sites 
to follow. The manual will provide needed guidance for school sites on the appropriate 
documentation required for student activity account transactions, as well as guidance on how 
funds should be tracked and what activities should be included with the Student Activities 
accounts.

Official Responsible for Ensuring CAP:
Directors of Financial Systems and Financial Reporting

Planned Completion Date for CAP:
April 30, 2013

Plan to Monitor Completion of CAP:
The Finance team will be monitoring this corrective action plan.
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MINNESOTA LEGAL COMPLIANCE FINDINGS FOR STUDENT ACTIVITY ACCOUNTS 
(CONTINUED)

2012-2

Tracking by Fund

Finding: At the District level, Student Activity funds are only tracked by school and not by underlying 
use. Therefore, review of propriety of funds at an individual level is not feasible.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District is currently working to create a new policy and procedures manual for school sites 
to follow. The manual will provide needed guidance for school sites on the appropriate 
documentation required for student activity account transactions, as well as guidance on how 
funds should be tracked and what activities should be included with the Student Activities 
accounts.

Official Responsible for Ensuring CAP:
Directors of Financial Systems and Financial Reporting

Planned Completion Date for CAP:
April 30, 2013

Plan to Monitor Completion of CAP:
The Finance team will be monitoring this corrective action plan.
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MINNESOTA LEGAL COMPLIANCE FINDINGS FOR STUDENT ACTIVITY ACCOUNTS 
(CONTINUED)

2012-3

Improper Student Activity Accounts

Finding: During our testing of student activity accounts, we noted that the District maintained 
accounts as part of its student activity fund which did not meet the state’s guideline for inclusion as 
a student activity account in accordance with the Manual of Fund Accounting (MAFA) as they were 
not under the control of students.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District is currently working to create a new policy and procedures manual for school sites 
to follow. The manual will provide needed guidance for school sites on the appropriate 
documentation required for student activity account transactions, as well as guidance on how 
funds should be tracked and what activities should be included with the Student Activities 
accounts.

Official Responsible for Ensuring CAP:
Directors of Financial Systems and Financial Reporting

Planned Completion Date for CAP:
April 30, 2013

Plan to Monitor Completion of CAP:
The Finance team will be monitoring this corrective action plan.
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MINNESOTA LEGAL COMPLIANCE FINDINGS FOR STUDENT ACTIVITY ACCOUNTS 
(CONTINUED)

2012-4

Support for Cash Receipts

Finding: We tested 25 cash receipts to Student Activity accounts and noted at one school there was 
no support for the five cash receipts tested to ensure they were deposited into the Student Activity 
bank account.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District is currently working to create a new policy and procedures manual for school sites 
to follow. The manual will provide needed guidance for school sites on the appropriate
documentation required for student activity account transactions, as well as guidance on how 
funds should be tracked and what activities should be included with the Student Activities 
accounts.

Official Responsible for Ensuring CAP:
Directors of Financial Systems and Financial Reporting

Planned Completion Date for CAP:
April 30, 2013

Plan to Monitor Completion of CAP:
The Finance team will be monitoring this corrective action plan.
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MINNESOTA LEGAL COMPLIANCE FINDINGS FOR STUDENT ACTIVITY ACCOUNTS 
(CONTINUED)

2012-5

Support for Cash Disbursements

Finding: During our testing of cash disbursements from Student Activity accounts, we noted 1 out of 
the 25 cash disbursements selected for testing lacked supporting documentation for the purchase.
The disbursement was for $1,016.75.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District is currently working to create a new policy and procedures manual for school sites 
to follow. The manual will provide needed guidance for school sites on the appropriate 
documentation required for student activity account transactions, as well as guidance on how 
funds should be tracked and what activities should be included with the Student Activities 
accounts.

Official Responsible for Ensuring CAP:
Directors of Financial Systems and Financial Reporting

Planned Completion Date for CAP:
April 30, 2013

Plan to Monitor Completion of CAP:
The Finance team will be monitoring this corrective action plan.
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MINNESOTA LEGAL COMPLIANCE FINDINGS FOR STUDENT ACTIVITY ACCOUNTS 
(CONTINUED)

2012-6

Deposits

Finding: During our testing of cash receipts to Student Activity accounts, we noted instances where 
deposits were done on a monthly basis. We recommend deposits be done in a more timely manner, 
such as weekly, to reduce the likelihood that fraud may occur.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District is currently working to create a new policy and procedures manual for school sites 
to follow. The manual will provide needed guidance for school sites on the appropriate 
documentation required for student activity account transactions, as well as guidance on how 
funds should be tracked and what activities should be included with the Student Activities 
accounts. The manual will also stipulate requirements for monthly account reconciliations.
Adherence to these policies and procedures will be monitored by the Finance Team, specifically 
the Budget Finance Specialists assigned to each school.

Official Responsible for Ensuring CAP:
Directors of Financial Systems and Financial Reporting

Planned Completion Date for CAP:
April 30, 2013

Plan to Monitor Completion of CAP:
The Finance team will be monitoring this corrective action plan.
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MINNESOTA LEGAL COMPLIANCE FINDINGS FOR STUDENT ACTIVITY ACCOUNTS 
(CONTINUED)

2012-7

Gaps in Receipt Numbers

Finding: During our testing of cash receipts to Student Activity accounts, in 1 out of the 25 cash 
receipts selected for testing, we noted there were multiple gaps in the pre-numbered receipt 
sequence. We recommend school sites use the pre-numbered receipts in order to strengthen 
internal controls and reduce the likelihood that fraud may occur.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
The District agrees with the finding.

Actions Planned in Response to Finding:
The District is currently working to create a new policy and procedures manual for school sites 
to follow. The manual will provide needed guidance for school sites on the appropriate 
documentation required for student activity account transactions, as well as guidance on how 
funds should be tracked and what activities should be included with the Student Activities 
accounts. The manual will also stipulate requirements for monthly account reconciliations.  
Adherence to these policies and procedures will be monitored by the Finance Team, specifically 
the Budget Finance Specialists assigned to each school.

Official Responsible for Ensuring CAP:
Directors of Financial Systems and Financial Reporting

Planned Completion Date for CAP:
April 30, 2013

Plan to Monitor Completion of CAP:
The Finance team will be monitoring this corrective action plan.




