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INDEPENDENT AUDITORS' REPORT 

Members of the Board of Trustees 
Dallas Independent School District 
Dallas, TX 

 

We have audited the accompanying financial statements of the governmental activities, the discretely 
presented component unit, each major fund, and the aggregate remaining fund information of the 
Dallas Independent School District (the “District”), as of and for the year ended June 30, 2012, which 
collectively comprise the District’s basic financial statements as listed in the table of contents. These 
financial statements are the responsibility of the Dallas Independent School District’s 
management. Our responsibility is to express opinions these financial statements based on our audit. 
We did not audit the financial statements of the Dallas Education Foundation, a discretely presented 
component unit of the District as of and for the year ended December 31, 2011. Those financial 
statements were audited by other auditors whose report thereon has been furnished to us, and our 
opinion, insofar as it relates to the amounts included for the Dallas Education Foundation, is based 
solely on the report of the other auditors.  

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. The financial statements of the 
Dallas Education Foundation were not audited in accordance with Government Auditing Standards. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes consideration of 
internal control over financial reporting as a basis for designing audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
District’s internal control over financial reporting. Accordingly, we express no such opinion. An 
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and the 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit and the report of the other auditors provide a reasonable basis 
for our opinions. 
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In our opinion, based on our audit and the report of the other auditors, the financial statements 
referred to above present fairly, in all material respects, the respective financial position of the 
governmental activities, the discretely presented component unit, each major fund, and the 
aggregate remaining fund information of the Dallas Independent School District, as of June 30, 
2012, and the respective changes in financial position and, where applicable, cash flows, thereof 
for the year then ended in conformity with accounting principles generally accepted in the United 
States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
November 19, 2012, on our consideration of the Dallas Independent School District’s internal 
control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements and other matters. The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or 
on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be considered in assessing the results of our audit.   

 
Accounting principles generally accepted in the United States of America require that the   
Management’s Discussion and Analysis and the Budgetary Comparison Schedule for the General 
Fund be presented to supplement the basic financial statements.  Such  information, although not  a 
part of the  basic  financial statements, is required by the  Governmental Accounting Standards 
Board who considers it to be an  essential part of financial reporting for placing the  basic financial 
statements  in  an   appropriate operational, economic,   or  historical context. We  have applied 
certain limited procedures to  the  required supplementary information in accordance with auditing 
standards generally accepted in the  United States of America, which  consisted of inquiries of 
management about the methods of preparing the information and  comparing the information for 
consistency with management’s responses to our  inquiries, the  basic  financial statements, and  
other knowledge we obtained during our audit of the  basic financial statements. We do not express 
an opinion or provide any assurance on the information because the limited procedures do not 
provide us with sufficient evidence to express an opinion or provide any assurance. 

 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the District’s financial statements. The  accompanying combining statements 
and the schedule of expenditures of  federal awards,  as  required by  Office  of  Management and 
Budget Circular A-133,  Audits of States, Local  Governments, and Non-Profit Organizations 
(Circular A-133) is  presented for purpose of additional analysis  and are  not  required parts of the  
financial statements.  Such  information is the  responsibility of management and  was  derived from  
and  relates directly to the  underlying accounting and  other records used  to prepare the  financial 
statements. The  information has   been  subjected to  the  auditing procedures applied in the  audit of 
the  financial statements and  certain additional procedures, including comparing and  reconciling 
such  information directly to  the underlying accounting and  other records used  to prepare the  
financial statements or to the  financial statements themselves, and  other additional procedures in 
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accordance with auditing standards generally accepted in the  United States of America. In our 
opinion, the combining statements and schedule of expenditures of federal awards is fairly stated in 
all material respects in relation to the financial statements as a whole.   

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the District’s basic   financial statements.  The Introductory Section, 
Statistical Section, and Required Texas Education Agency Schedules are presented for the 
purposes of additional analysis and are not required parts of the basic financial statements. Such 
information has  not  been  subjected to the  auditing procedures applied in  the audit of the  basic  
financial statements, and  accordingly, we do not  express an opinion or provide any  assurance on 
it. 
 

 

November 19, 2012 

 
 
 









































































































































Dallas Independent School District
Budgetary Comparison Schedule - Nonmajor Fund
Food Service Fund (Budgetary Basis) (Unaudited)

For the Year Ended June 30, 2012

Exhibit J-3
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Data 
Control 
Codes Original Budget Final Budget Actual

Variance with 
Final Budget 

Positive 
(Negative)

Revenues:

5700 Local and intermediate sources 6,675,823$     6,675,823$     6,391,706$      (284,117)$        
5800 State program revenues 565,000          565,000          523,115           (41,885)            
5900 Federal program revenues 75,146,513 75,146,513     77,583,230      2,436,717         

Total revenues 82,387,336     82,387,336     84,498,051      2,110,715         

Expenditures:

35    Food service 79,653,336     86,653,336     86,372,880      280,456            
41    General Administration 65,000            65,000            -                      65,000              
51    Plant maintenance and operations 2,669,000       2,669,000       2,616,537        52,463              

Total expenditures 82,387,336$   89,387,336$   88,989,417      397,919$          

Excess of revenues over expenditures -$                    (7,000,000)$    (4,491,366)      2,508,634$       

Fund balance - beginning 20,180,515      
Fund balance - ending 15,689,149$    

Budgeted Amounts







DALLAS INDEPENDENT SCHOOL DISTRICT 
INDEX FOR STATISTICAL SECTION 

This section presents detailed information as a context for understanding what the information in 
the financial statements, note disclosures, required supplementary information, and supplementary
information says about the Dallas Independent School District's overall financial health. 

Contents Table Page

Financial Trends Information 
These schedules contain trend information intended to help the reader
understand how the District's financial position has changed over time. S1 - S4 73-80

Revenue Capacity Information 
These schedules contain informtion intended to help the reader assess
the District's most significant revenue source, state tax collections. S5  -S9 81-86

Debt Capacity Information 
These schedules contain information intended to assist users in understanding 
and assesing the District's current levels of outstanding debt and the ability
to issue additional debt. S10 - S13 87-92

Demographic and Economic Information
These schedules provide demographic and economic inidcators intended to
help the reader understand the socioeconomic enviroment within which the 
District's financial activities take place. S14 - S16 93-96

Operating Information 
These schedules provide contextual information about the District's
operations and resources intended to assist readers in using financial
statement information to understand and assess the District's economic condition. S17 - S19 97-99
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Fiscal Year Ended June 30: 2003 2004 2005 2006 2007

Governmental activities:

     Invested in capital assets, net of related debt 20,489,231$         31,083,362$         198,781,406$       231,121,354$       255,968,628$          
     Restricted 93,601,174           49,847,046           55,051,251           82,149,491           81,405,397              
     Unrestricted 120,682,200         165,643,564         23,488,862           62,083,028           159,234,239            
Total Governmental Activities Net Assets 234,772,605$       246,573,972$       277,321,519$       375,353,873$       496,608,264$          

Source:  The Statement of Net Assets for the Dallas Independent School District

Dallas Independent School District

GOVERNMENT-WIDE 
NET ASSETS BY COMPONET

(UNAUDITED) 
LAST TEN FISCAL YEARS
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S-2

2008 2009 2010 2011 2012

 

278,483,300$       270,352,975$       309,032,133$       301,973,476$       285,655,589$     
68,587,086           57,251,335          66,830,947           66,518,906           75,926,853         

101,168,232         105,401,818         161,426,742         178,932,482         247,377,292       
448,238,618$       433,006,128$       537,289,822$       547,424,864$       608,959,734$     

         Dallas Independent School District
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INDEPENDENT AUDITORS’ 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  

Members of the Board of Trustees 
Dallas Independent School District 
Dallas, Texas 

We have audited the financial statements of the governmental activities, the discretely presented 
component unit, each major fund, and the aggregate remaining fund information of the Dallas 
Independent School District (the “District”) as of and for the year ended June 30, 2012, which 
collectively comprises the District’s basic financial statements, and have issued our report thereon dated 
November 19, 2012. Our report includes a reference to other auditors. 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. Other auditors audited the financial statements of the Dallas Education 
Foundation, as described in our report on the District’s financial statements. The financial statements of 
the Dallas Education Foundation were not audited in accordance with Government Auditing Standards.  

Internal Control Over Financial Reporting 

Management of the District is responsible for establishing and maintaining effective internal control 
over financial reporting.  In planning and performing our audit, we considered the District’s internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinion 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 of this section 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 a deficiency in internal control over financial reporting that we consider to be a 
material weakness and another deficiency that we consider to be a significant deficiency.   

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. 
We consider the deficiency described in the accompanying Schedule of Findings and Questioned Costs 
as Item 2012-01 to be a material weakness. 
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  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 deficiency described in the accompanying Schedule of Findings and 
Questioned Costs as Item 2012-02 to be a significant deficiency. 

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 one instance of noncompliance or other matters that is required to be 
reported under Government Auditing Standards and which is reported in the Schedule of Findings and 
Questioned Costs as Item 2012-01.  

We noted certain other matters that we reported to management of the District in a separate letter dated 
November 19, 2012. 
 
The District’s responses to the findings identified in our audit are described in the accompanying 
corrective action plan.  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 management, the Board of Trustees, others 
within the District, and the Texas Education Agency, 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. 

 
 
November 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 

Members of the Board of Trustees 
Dallas Independent School District 
Dallas, Texas 

Compliance  

We have audited the Dallas Independent School District’s (the “District”) compliance with the types of 
compliance requirements described in the U.S. 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 Dallas Independent School 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. 

As described in item 2012-04 in the accompanying schedule of findings and questioned costs, the Dallas 
Independent School District did not comply with the requirements regarding allowable activities and 
reporting that are applicable to the Child Nutrition Program.  Compliance with such requirements is 
necessary, in our opinion, for the District to comply with the requirements applicable to that program. 

In our opinion, except for the effects of such noncompliance described in the preceding paragraph, 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.  
The results of our auditing procedures also disclosed other 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 2012-03 and 2012-
05. 
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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 in order to determine our auditing procedures for the purpose of expressing our opinion on 
compliance and to test and report on internal control over compliance in accordance with OMB Circular 
A-133, but not for the purpose of 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. 

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

A deficiency in 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 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 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. We consider the deficiency in internal control 
over compliance described in the accompanying schedule of findings and questioned costs as item 2012-
04 to be a material weakness. 

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. We consider the deficiencies in internal 
control over compliance described in the accompanying schedule of findings and questioned costs as 
item 2012-03, 2012-05, and 2012-06 to be significant deficiencies. 

The District’s responses to the findings identified in our audit are described in the accompanying 
corrective action plan. 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 management, the Board of Trustees, others 
within the District, the Texas Education Agency, 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. 

 

November 19, 2012



 

104 
 

Pass-Through Federal
Grantor's CFDA Audit Period
Number Number Expenditures

U.S. DEPARTMENT OF EDUCATION
TEACHER INCENTIVE FUND CLUSTER

Direct
Teacher Incentive Fund 84.374A 138,685$              
Teacher Incentive Fund-Recovery Act 84.385A 379,221                

Total Direct 517,906                

TOTAL TEACHER INCENTIVE FUND CLUSTER 517,906                

SPECIAL EDUCATION (IDEA) CLUSTER
Passed Through Texas Education Agency

116600010579056600 IDEA-B Formula 84.027A 59,297                  
126600010579056600 IDEA-B Formula 84.027A 26,806,982           
10554001057905 IDEA-B Formula-ARRA 84.391A 1,636,241             
116600020579056673 IDEA-B Discretionary (Deaf) 84.027A 64                         
126600020579056673 IDEA-B Discretionary (Deaf) 84.027A 315,496                
116600010579056601 IDEA-B Formula (Deaf) 84.027A 2,522                    
126600010579056601 IDEA-B Formula (Deaf) 84.027A 160,110                
116610010579056610 IDEA-B Preschool 84.173A 49                         
126610010579056610 IDEA-B Preschool 84.173A 392,567                
10555001057905 IDEA-B Preschool-ARRA 84.392A 119,824                
126610010579056611 IDEA-B Preschool (Deaf) 84.173A 28,578                  

Total Passed through Texas Education Agency 29,521,729           

Passed through Region 10 Education Service Center
1210190271210 IDEA-B Visually Impaired 84.027 13,195                  

Total Passed through Region 10 Education Service Center 13,195                  

TOTAL SPECIAL EDUCATION (IDEA) CLUSTER 29,534,924           

TITLE I, PART A CLUSTER
Passed Through Texas Education Agency

11610101057905 Title I, Part A-Improving Basic Programs 84.010A (119,902)               
12610101057905 Title I, Part A-Improving Basic Programs 84.010A 79,770,550           
10551001057905 Title I, Part A-ARRA 84.389A 425,845                
11610103057905 Title I, Part D, Subpart 2-Delinquent Program 84.010A (446)                      
12610103057905 Title I, Part D, Subpart 2-Delinquent Program 84.010A 58,946                  
11551004057905 Title I School Improvement Program - ARRA 84.389A 8,625                    
11610104057905 Title I School Improvement Program 84.010A 21,582                  
12610110057905 Title I School Improvement Program 84.010A 4,402,913             

Total Passed through Texas Education Agency 84,568,113           

TOTAL TITLE I, PART A CLUSTER 84,568,113           

(continued)

Dallas Independent School District
Schedule of Expenditures of Federal Awards

For The Year Ended June 30, 2012

Federal/State Grantor-Pass
Through Grantor/Program Title
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Pass-Through Federal
Grantor's CFDA Audit Period
Number Number Expenditures

Passed Through Texas Education Agency
113625017110345 Federal-TANF 93.558 18,990                  
123625017110413 Federal-TANF 93.558 537,143                

    Total Passed Through Texas Education Agency 556,133                

Passed Through Head Start of Greater Dallas
057905-1 Head Start of Greater Dallas 93.600 1,418,806             

Total Head Start of Greater Dallas 1,418,806             

Passed Through Health and Human Services Commission
057905-2 Medicaid and School Health Related Services 93.778 1,467,922             

 Total Health and Human Services Commission 1,467,922             

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 3,595,370             

U.S. DEPARTMENT OF AGRICULTURE
CHILD NUTRITION PROGRAM CLUSTER
Passed Through Texas  Education Agency

057-905 National  School Breakfast 10.553 15,342,067           
057-905 National  School Lunch 10.555 53,456,193           

    Total Passed Through Texas Education Agency 68,798,260           

 Passed Through Texas Department of Agriculture
057-1034 Summer Food Services Program 10.559 1,762,042             

    Total Passed Through Texas Department of Agriculture 1,762,042             

TOTAL CHILD NUTRITION PROGRAM CLUSTER 70,560,302           

 Passed Through Texas Department of Agriculture
057-1034 Fresh Fruit and Vegetable Program 10.582 1,981,661             

   Total Passed Through Texas Department of Agriculture 1,981,661             

Direct
75-057005A200  Schools/Child Nutrition Commodity Program  

   (Noncash) 
10.555 4,886,202             

057-905 Miscelleanous Federal Revenue 10.574 155,065                
    Total Direct 5,041,267             

TOTAL U.S. DEPARTMENT OF AGRICULTURE 77,583,230           

U.S. DEPARTMENT OF DEFENSE
057905-3 JROTC 12.000 1,917,438             

  TOTAL U.S. DEPARTMENT OF DEFENSE 1,917,438             

TOTAL FEDERAL ASSISTANCE 227,410,792$       

(concluded)

Dallas Independent School District
Schedule of Expenditures of Federal Awards

For The Year Ended June 30, 2012

Federal/State Grantor-Pass
Through Grantor/Program Title
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DALLAS INDEPENDENT SCHOOL DISTRICT 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
YEAR ENDED JUNE 30, 2012 

1. The District utilizes the fund types specified in the Texas Education Agency Resource Guide. 

Special Revenue Funds are used to account for resources restricted to, or designated for, specific 
purposes by a grantor. Federal and state awards generally are accounted for in a special revenue 
fund. Generally, unused balances are returned to the grantor at the close of specified grant 
periods. 

2. The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus. The governmental funds are accounted for using a current financial 
resources measurement focus. All federal grant funds were accounted for in the special revenue 
funds, which are governmental funds. With this measurement focus, only current assets and 
current liabilities generally are included on the balance sheet. Operating statements of these funds 
present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures 
and other financing uses) in net current assets. 

 The modified accrual basis of accounting is used for the governmental funds. This basis of 
accounting recognizes revenues in the accounting period in which they become susceptible to 
accrual, i.e., both measurable and available, and expenditures in the accounting period in which 
the fund liability is incurred, if measurable, except for unmatured interest on long-term debt, 
which is recognized when due, and certain compensated absences and claims and judgments, 
which are recognized when the obligations are expected to be liquidated with expendable 
available financial resources. 

 Federal grant funds are considered to be earned to the extent of expenditures made under the 
provisions of the grant, and accordingly, when such funds are received, they are recorded as 
deferred revenues until earned.  The accompanying schedule of expenditures of federal awards is 
presented on the modified accrual basis of accounting. 

3. The period of availability for federal grant funds for the purpose of liquidation of outstanding 
obligations made on or before the ending date of the federal project period extends 30 days 
beyond the federal project period ending date, in accordance with provisions in Section H: Period 
of Availability of Federal Funds, Part 3, OMB Circular A-133 Compliance Supplement. 

4.  The District participates in numerous state and federal grant programs, which are governed by 
various rules and regulations of the grantor agencies. Costs charged to the respective grant 
programs are subject to audit and adjustments by the grantor agencies; therefore, to the extent 
that the District has not complied with rules and regulations governing the grants, refund of any 
money received may be required and the collectability of any related receivable at June 30, 2012, 
may be impaired. 

  
 
  



 

108 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Section I—Summary of Auditors’ Results  
 
Financial Statements 

1. Type of auditor's report issued: Unqualified  

Internal control over financial reporting: 

2. Material weaknesses identified? ___X__ yes _____ no 

3. Significant deficiencies identified that are not considered to be  
material weaknesses? __X___ yes ______none reported 

4. Noncompliance material to financial statements noted? __X___ yes __ __ no 

Federal Awards 

Internal control over major programs: 

5. Material weaknesses identified? __X___ yes ______ no 

6. Significant deficiencies identified that are not considered to be  
material weaknesses?  ___X___ yes ______none reported 

7. Type of auditor's report issued on compliance for major 
programs:  

Unqualified, except for Child Nutrition Program 
Cluster which is qualified for allowable activities and 
reporting  

8. Any audit findings disclosed that are required to be reported  
in accordance with Section 510(a) of OMB Circular A-133? __X___ yes ______ no 

9. Identification of major programs: 

84.010 and 84.389 (ARRA) – Title I, Part A  
84.367 – Title II, Part A 
84.365 – Title III, Part A 
84.377 and 84.388 (ARRA) – School Improvement Grants 
84.027, 84.173, 84.391(ARRA), and 84.392(ARRA) – Special Education Program 
Cluster 
10.553, 10.555, and 10.559 – Child Nutrition Program Cluster 
 
 

10. Dollar threshold used to distinguish between Type A and Type B programs: $3,000,000 

11. Auditee qualified as low-risk auditee? ______ yes ___X___ no 
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Section II—Financial Statement Findings  

2012-01 PROCUREMENT 

Material weakness in controls and material noncompliance with laws and regulations 

Criteria – Texas Education Code Section 44.031 requires that competitive procurements be, among 
other things, appropriately advertised, to ensure open and fair competition. Additionally, District 
control policies and procedures require a series of reviews and approvals related to all significant 
procurements. 

Condition – During the performance of agreed-upon procedures related to the District’s e-rate contract, 
we noted that two of the District’s contracts (awarded for $7.2 million and $35 million) were not 
appropriately advertised in accordance with state laws. 

Additionally, during our procurement testing, we noted five instances in which the bid control 
checklist was missing or had not been completed or properly reviewed; one file for which the bid 
number did not match the advertised bid number; two instances in which the internal committee 
conflict of interest evaluation was missing or had not been completed; and one instance in which the 
vendor conflict of interest questionnaire was missing or had not been completed.  

Cause – Procurement personnel failed to adhere to District policies and checklists that require the 
advertisement of competitive bids.  A review of the completed checklist for the contracts was not 
appropriately performed. We also noted that District policies and procedures are not consistently 
followed and adhered to by procurement personnel throughout the purchasing process.   

Effect – The District did not comply with state procurement law related to the two e-rate contracts 
awarded for the year ended June 30, 2012.  Further, other contracts are at risk of noncompliance when 
policies and procedures are not properly followed. 

Recommendation – Review internal controls, policies and checklists related to procurement to ensure 
that they are updated, complete and sufficient to comply with state law.  Ensure that department 
personnel and managers are adequately trained and understand the policies and procedures to be 
followed and acknowledge their responsibility for compliance with laws and regulations.  Consider the 
need for routine or annual refresher trainings of personnel and/or obtaining periodic certifications from 
management as to their compliance with laws and regulations.   

View of Responsible Officials – See corrective action plan.   

 

2012-02 USER ACCESS MANAGEMENT AND SECURITY 

Significant deficiency in controls 

Criteria – User access reviews and approvals for all systems should be formal, documented processes 
that consider all users with access to the application, performed by someone with knowledge of the 
users’ business needs in the system/application.  
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Condition – The following control weaknesses were noted in the District's controls over user access 
management and configuration of security assignment related to information systems that process 
financial data on OneSource (Food Services IT): 

• For the Food Services IT application OneSource, user access approvals are not formally 
documented. 

• Periodic user access review performed by Food Services IT management for OneSource 
and SQL server database does not include all users with access to the application, and the 
review is not performed by the users’ supervisors.   

• For the Food Services IT application OneSource, database (SQL server) administrator 
access is granted inappropriately to the Windows administrators through their Windows 
groups. 

 
Cause – Access approvals are informal and access reviews for business users were not performed by 
the business users’ supervisors. 

Effect – A lack of controls over information systems access and inappropriate security assignment can 
lead to unauthorized transactions being executed, compromising the intended segregation of duties and 
potentially causing lack of integrity and reliability of  information produced by the systems.  

Recommendation – Management should document and implement policies and procedures to 
adequately control system access and to review access rights for users periodically for appropriateness. 
Appropriate monitoring controls should be established to ensure the documented policy is being 
followed by the users of IT systems. 
 
View of Responsible Officials – See corrective action plan. 
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Section III—Federal Award Findings and Questioned Costs  

2012-03 TITLE I SUPPLEMENTAL EDUCATION SERVICES (“SES”) GRANT PROGRAM 
Title I (84.010A, 84.389A-ARRA) Department of Education, Passed Through Texas 
Education Agency 

Allowable Costs and Cost Principles – Significant Deficiency in Controls and Noncompliance with 
Grant Requirements 
Criteria – OMB Circular A-133 requires entities receiving federal funds to maintain internal control 
over federal programs in order to provide reasonable assurance that the District is managing federal 
awards in compliance with laws, regulations, and the provisions of contracts or agreements that could 
have a material effect on its federal programs.  Additionally, OMB Circular A-87 requires that 
governments assume responsibility for administering Federal funds in a manner consistent with 
underlying agreements, program objectives, and the terms and conditions of the Federal award and 
that, among other things, for costs to be allowable under federal guidelines, they must be adequately 
documented. 

Condition – As a result of weaknesses that were identified in the prior year related to the SES portion 
of Title I, the District revised their internal controls to require that management perform a series of 
procedures on all SES vendor billings, including the matching of vendor invoices to campus liaison 
sign-in sheets and follow-up with individual students to confirm that tutoring occurred in the event of 
inconsistencies in vendor invoice packages.  However, in some instances, no follow up was performed 
with the students in question.  In certain other instances, documentation of the resolution of the 
inconsistency was not maintained with the invoice package.  

Perspective – 22 of 66 invoices selected for testing had an inconsistency that was followed up by 
management prior to payment, but no documentation was maintained in the file or with the invoice 
package of the follow up procedures performed and resolution. 2 of 66 invoices selected for testing 
had inconsistencies noted by management and no follow up with the student in question prior to 
payment. 

Questioned Costs – $1,034 (calculated as the rate paid multiplied by the hours for unsupported 
selections)  

Cause – Department management responsible for reviewing and approving vendor invoices revised the 
review and approval procedures for Title I invoices in the current year.  Significant efforts were made 
to review every invoice prior to payment and contact students to ensure that services were receive, 
however, documentation of such efforts and the results thereof was not consistently maintained in 
District records as a part of the invoice approval process.  

Effect – Controls over allowable cost requirements for the SES program of the Title I grant appear to 
be adequately designed but are not consistently implemented, documented, and operating effectively. 

Recommendation – Implement and document controls, as designed, to evidence the communication 
between grants personnel and students that evidences that services were received and payment of the 
invoices is appropriate.  Ensure that documentation is maintained with invoice and payment support in 
accordance with federal requirements. 

View of Responsible Officials – See corrective action plan. 
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2012-04 LACK OF SUPPORTING DOCUMENTATION FOR MEALS CLAIMED 
Child Nutrition Cluster (10.553, 10.555, 10.559) Department of Agriculture, Passed 
through Texas Education Agency 
 

Allowable Activities and Reporting – Material Weakness in Controls and Material Noncompliance 
with Grant Requirements  

Criteria – Federal program guidelines require that “all meals claimed for reimbursement must (a) be of 
types authorized … (b) be served to eligible children; and (c) be supported by accurate meal counts 
and records indicating the number of meals served by category and type (7 CFR sections 210.7(c), 
210.8(c), and 225.9(d)).”  Section 7 of the Texas department of Agriculture National School Lunch 
Program Administrator’s Reference Handbook requires that, any information collection or procedure 
used for claiming the procedure/system “ must be able to tie the students back to a name or their 
eligibility number. This includes paid student. Paid students must also be tied to eligibility.” 
Additionally, per 42.USC 1766, “No reimbursement may be made to any institution …for more than 
two meals and one supplement per day per child.” 

Condition –Meal count reports selected for testing contained instances in which the District claimed 
reimbursement for free, reduced and full price meals provided to students with “no ID” on system 
reports.  For certain campuses, no reconciliation was performed to substantiate that the listing of “no 
IDs” represented actual eligible students.  Additionally, in certain instances, daily meal count reports 
did not agree to total summary reports used for monthly reimbursement requests.  Furthermore, some 
reimbursement was claimed for students who received more than the maximum number of meals in 
one day. 

Perspective – 

• 10 of 23 selected campuses contained instances of “no ID” that were not reconciled to actual 
eligible students; 

• On those 10 campuses, we noted 1,316 total instances of “no ID” included in the free lunches, 
158 free breakfasts, 11 reduced lunches, 3 reduced breakfasts, 85 full price lunches, and 28 
full price breakfasts claimed for reimbursement for the month selected for testing;  

• 9 of 23 campuses selected for testing contained undocumented instances of differences 
between meals counted per the daily meal count sheets and the summary reports used for 
monthly reimbursement requests; and 

• 1 of 23 campuses selected for testing contained 3 students receiving more than the maximum 
number of meals in one day. 

Questioned Costs – $4,198(calculated as the net number of unsubstantiated “no ID” counts, number of 
differences between the daily meal count sheets and the summary reports and the students who 
received more than the maximum number of meals for the month selected for testing multiplied times 
the rate of reimbursement requested for free, reduced and full price meals) 

Cause – Controls are not in place to require that all campus reports that support meal counts are 
reconciled to actual eligible students to ensure that claims for reimbursements are properly 
documented as required by federal regulations.  

Effect – Ineligible students could be served under this program. 
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Recommendation – Implement procedures to require and monitor the reconciliation of meal count 
reports to actual eligible students prior to the submission of claims for reimbursement.  

View of Responsible Officials – See corrective action plan. 

 
2012-05 INSUFFICIENT SUPPORTING DOCUMENTATION FOR INVOICES 
Special Education Cluster (84.027, 84.173, 84.391-ARRA, and 84.392-ARRA) 
Department of Education, Passed Through Texas Education Agency 

Allowable Costs –Significant Deficiency in Controls – Noncompliance with Grant Requirements 

Criteria – In accordance with OMB Circular A-87, to be allowable under Federal awards, costs 
charged to a grant must be adequately documented.  Professional services are allowable when 
reasonable in relation to actual services rendered, occur within the period of the grant, and are 
supported by available or rendered evidence that service was completed. 

Condition – Adequate supporting documentation was not obtained prior to the approval of payment of 
invoices for a professional services agreement with a third party vendor.  For the months selected for 
testing, no additional documentation was on file to support that services had been rendered to District 
students prior to approving payment.  Upon requesting additional information, it was learned that (a) 
no support was available for one invoice and (b) the support for the second invoice indicated that 
services had been provided to a non-District child and improperly billed to the District. 

Perspective/Instances – One of 12 invoices selected for testing did not have adequate support that 
services were provided under the professional services agreement.  Another one of 12 invoices 
selected for testing indicated that services were provided to a non-District child under a professional 
services contract.  

Questioned Costs – $45,989 (calculated as the total of two invoices noted above)  

Cause – Grant managers failed to obtain and review adequate supporting documentation related to 
invoices prior to approving payments to professional services provider.  

Effect – Controls are not in place to monitor compliance with federal grant requirements. Payments 
may be made for services not received. 

Recommendation – Implement procedures to require the receipt and review of supporting 
documentation for all invoices prior to approval for payment.   

View of Responsible Officials – See corrective action plan. 
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2012-06 INEFFECTIVE TIME AND EFFORT REPORTING BY COACHES 
Title I, Part A (84.010A, 84.389A-ARRA) Department of Education, Passed through 
Texas Education Agency 

Allowable Costs and Cost Principals – Significant Deficiency in Controls  

Criteria – In accordance with OMB Circular A-87, “personnel activity reports or equivalent 
documentation must:(a) reflect an after-the-fact distribution of the actual activity of each employee, (b) 
account for the total activity for which each employee is compensated, (c) be prepared at least monthly 
and must coincide with one or more pay periods, and (d) be signed by the employee.” 

Condition – Certifications of time and effort were obtained from individuals in accordance with 
federal requirements for selected personnel charged to grant programs. However, a number of coaches 
represented that they spent 100% of their time on grant activities when a portion of the day was spent 
on non-grant-related activities.  

Perspective/Instances – 27 coaches and other similar individuals were identified by District grants 
management as being paid 100% from grant funds, but having spent a portion of their time on non-
grant activity during fiscal year 2012. 

Questioned Costs – Not applicable.  Current year costs of $856,298 related to the personnel identified 
by District management were removed from the grant expenditures prior to the final draw-down. 
However, the District identified the amount paid related to the same positions in fiscal year 2011 and 
remitted a payment to their oversight agency (Texas Education Agency) subsequent to year-end in the 
amount of $479,426. 

Cause – Lack of understanding of the time and effort forms by employees signing the form appears to 
have caused the oversight.  While District management designed and implemented controls to obtain 
time and effort certifications from all grant employees as required by federal regulations, employees 
signing the forms did not always properly complete the forms.  Whether lack of proper knowledge of 
allowable activities, assignments, funding sources, or other misunderstandings existed in completing 
the forms, it appears that employees require additional training to be able to appropriately periodically 
certify time and effort.  

Effect – Internal controls over time and effort forms did not operate effectively on a consistent basis 
for the year.  Inconsistent controls in time and effort certifications can lead to overcharges of federal 
grants.  

Recommendation – Ensure that all employees who work on federally funded grant programs and their 
supervisors are properly trained in the completion of periodic accurate time and certifications.  
Consider implementing a process to require the checking of schedules against time and effort 
certifications by supervisors as an additional control to verify time and effort certifications while 
employee training is being implemented and tested.   

View of Responsible Officials – See corrective action plan. 
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CORRECTIVE ACTION PLAN 
 
2012-01 PROCUREMENT 

Responsible Party – Richard Coulter 
 
Corrective Action – The District changed leadership in the Purchasing Department in August 2012 and 
created a new Assistant Director position to provide additional oversight and expertise.  The 
departmental procurement file and bid process checklists have been enhanced.  Additional training will 
be provided to all staff in the Purchasing Department and procurement files will be centrally filed. 
 
Expected completion date – March 31, 2013 

2012-02 USER ACCESS MANAGEMENT AND SECURITY 
Responsible Party – Dora Rivas 

Corrective Action – Policies and procedures have been developed to adequately control system 
access and to review access rights for users periodically for appropriateness but will be 
enhanced to further include validation of all users access as they relate to separation of duties.  
An access management system has been developed to formally document access requests but 
will be further enhanced to incorporate a documented Supervisor approval process.  Periodic 
access reviews were being performed by Technology on a random sample of Active Directory 
users but will be further enhanced to include all active users and Supervisor reviews of their 
staff with access to applications.  Administrator access to OneSource SQL server and 
Windows servers will be setup to provide appropriate adequate security controls.   

Expected Completion Date – November 30, 2012 

 

2012-03 TITLE I SUPPLEMENTAL EDUCATION SERVICES (“SES”) GRANT PROGRAM 
 

Responsible Party – Jordan Roberts 

Corrective Action – The District has reorganized the responsibilities of SES staff in order to ensure proper 
documentation is maintained and reviewed for all invoices.  This will allow a more efficient turnaround 
when inconsistencies are identified. Student interviews will be conducted in a timely so that proper 
payment can be rendered. 

Expected Completion Date –  December 7, 2012 
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2012-04 LACK OF SUPPORTING DOCUMENTATION FOR MEALS CLAIMED 
 
Responsible Party – Dora Rivas 

Corrective Action – F&CNS claims meals at the point of service based on student’s eligibility and 
meal components selected.  However, in some cases, (POS failure, power failure and acts of nature) 
student names and/or eligibility codes were not maintained on file for audit purposes.   We have 
implemented a new alternative procedure in conjunction with our current Point of Sales (POS) system 
to capture the information in questioned.    All reports will be maintained on file for audit purposes.  

 Expected Completion Date – December 31, 2012 
 
2012-05 INSUFFICIENT SUPPORTING DOCUMENTATION FOR INVOICES 
 
Responsible Party – Angela Pittman 

Corrective Action – Prior to approval for payment, departmental staff will verify all professional services 
being invoiced to ensure that services have been provided by reviewing receipts and supporting 
documentation. 

Departmental staff will compare and verify the roster of students for which the vendor is billing the district 
with the district’s roster of students scheduled to attend the vendor’s center on a monthly basis. 

Expected Completion Date – June 30, 2013 

 
2012-06 INEFFECTIVE TIME AND EFFORT REPORTING BY COACHES 
 
Responsible Party – Jordan Roberts 

Corrective Action – The District has developed procedures to monitor assignments of all federally funded 
staff on campuses using the student management system on a monthly basis.  Additionally, resource guides 
by job will be posted on the District’s intranet of allowable activities by fund. 

Expected Completion Date – December 14, 2012 
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STATUS OF PRIOR YEAR FINDINGS 

2011-01 TREASURY ACCOUNTING AND CONTROLS 
Responsible Party – Marian Hamlett 

Corrective Action – The District has created a new accounting position to work with the Treasury 
Department on all accounting issues and the Investment Committee membership will be expanded to 
add staff with additional investment experience. 

Status – Finding was corrected through Department reorganization and additional review procedures 

2011- 02 USER ACCESS MANAGEMENT AND SECURITY 
Responsible Party – Dora Rivas 

Corrective Action – Food Services has decommissioned VBOSS and Fast Lane applications as of 
August 2011.  Security parameters in the new OneSource system will provide an enhanced security 
control over the application.  OneSource can leverage Microsoft Active Directory Domain-based 
authentication to achieve the password characteristics required including Enforce password history, 
Maximum password age, Minimum password age, Minimum password length, and Designate 
password complexity requirements.  Food Services IT is currently developing policy and procedures to 
implement a periodic access review process of Food Service Systems.   Food Services IT is in the 
process of validating all user access as they relate to the appropriate segregation of duties and to 
enforce user accountability including database administrator access.  

Status – Partially corrected.  See finding 2012-02. 

2011- 03 CONTROLS OVER SES GRANT FUNDED PROGRAM 
Responsible Party – Steve Korby 

Corrective Action – In September 2011, the monitoring and compliance function for the SES program 
was restructured and significant additional monitoring controls were implemented.  Additionally, SES 
vendor contracts were modified to add requirements for more verification prior to payment of 
invoices. 

Status – Finding was partially corrected through the implementation of additional review procedures.  
See finding 2012-03. 

2011-04 SPREADSHEET CONTROLS AND INTEGRITY 
Responsible Party – Marian Hamlett  

Corrective Action – The District has created a new accounting position to add an additional layer of 
review on complex accounting transactions and the supporting calculations. 

Status – Finding was corrected through the implementation of additional review procedures. 
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2011-05 TITLE I SES GRANT PROGRAM 
Responsible Party – Steve Korby 

Corrective Action– In September 2011, the monitoring and compliance function for the SES program 
was restructured and significant additional monitoring controls were implemented.  Additionally, SES 
vendor contracts were modified to add requirements for more verification prior to payment of 
invoices. 

Status – Partially corrected – see finding 2012-03 

2011-06 ELIGIBILITY FOR THE TEACHER INCENTIVE FUND 
Responsible Party – Marian Hamlett 

Corrective Action – Management has established appropriate internal controls and policies and 
procedures to ensure that only eligible incentive awards are charged to the Teacher Incentive Fund.  

Status – Finding was corrected through the implementation of additional review procedures. 

2011-07 DISPOSAL OF ASSETS PURCHASED WITH GRANT FUNDS 
Responsible Party – Steve Korby 

Corrective Action - Prior to the retirement of any capital assets purchased with federal funds, the 
District will obtain written confirmation from the organization requesting the disposal that the 
awarding agency has been notified. 
 
Status – Finding was corrected through the implementation of additional review procedures. 

2011-08 UNUSED EQUIPMENT PURCHASED WITH GRANT FUNDS 
Responsible Party – Angela Pittman 

Corrective Action – Departmental Staff will receive additional training as necessary to ensure 
compliance with appropriate laws and regulations.  The department will also conduct an annual 
physical inventory of capital assets purchased with federal grant funds. 

Status – Finding was corrected through the implementation of additional review procedures. 

 

 

***** 
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