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THE SCHOOL DISTRICT OF PHILADELPHIA
OFFICE OF THE SUPERINTENDENT

440 N. BROAD STREET, SUITE 301
PHILADELPHIA, PENNSYLVANIA 19130

WILLIAM R. HITE, JR., Ed. D. TELEPHONE (215) 400-4100
SUPERINTENDENT FAX (215) 400-4103

March 26, 2018

School Reform Commission

The School District of Philadelphia
440 North Broad Street, Suite 101
Philadelphia, PA 19130

Re: Schedule of Financial Assistance and Schedule of Expenditures of Federal Awards

Dear Members of the School Reform Commission;

The Schedule of Financial Assistance ("SFA") of The School District of Philadelphia ("School District")
for the Fiscal Year ended June 30, 2017, which includes the Schedule of Expenditures of Federal Awards
("SEF A"), is submitted herewith. We believe the data, as presented, is accurate in all material aspects; that
it is presented in a manner designed to fairly set forth the Federal financial activity of the School District
as measured by the financial activity of its various funds; and that all disclosures necessary to enable the
reader to gain the maximum understanding of the School District's financial assistance have been included.

The Federal Single Audit Requirement

The United States Congress enacted the Single Audit Act Amendments of 1996 (the "Act"), and the
President signed the Act into law on July 5, 1996. The Office of Management and Budget ("OMB") issued
Title 2 U. S. Code ofFederal Regulations Part 200, Uniform Administrative requirements, Cost Principles
and Audit Requirements for Federal Awards (Uniform Guidance), in accordance with the Act, to clarify
and establish audit requirements for States, Local Governments and Non-Profit Organizations. The School
District is required by the Act to have an annual audit performed on its entire operations, including separate
reporting on its federal financial activity or otherwise the SEFA.

The School District's Comprehensive Annual Financial Report ("CAFR") for the Fiscal Year ended June
30, 2017, presents the entire operations of the School District. The CAFR was issued under separate cover
on February 13, 2018. The SFA is issued in conjunction with the CAFR in order to comply with the
reporting provisions ofthe Act. The report ofthe independent auditor on the SEFA, dated March 26, 2018,
is reported in conjunction with the Independent Auditor's Reports on Compliance for Each Major Program,
on Internal Control over Compliance, and on Schedule of Expenditures of Federal Awards required by the
Uniform Guidance. The financial presentations in each report are derived from the same financial activity
in the School District's various funds.

Copies of the reporting package (CAFR and SFA) and Data Collection Form must be forwarded to the
Federal Audit Clearinghouse or otherwise the U.S. Bureau of the Census. In addition, a reporting package
must be issued to each federal agency providing direct funding and affected by an audit finding on the
Schedule of Findings and Questioned Costs or the Summary Schedule of Prior Year Findings, and to
required state or other governments. The report must be forwarded within the earlier of 30 days after receipt
of the auditor's report(s), or nine months after our fiscal year end of June 30, 2017, unless extended. In
accordance with the Act, the SFA will be made available for public inspection.
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The Schedule of Expenditures of Federal Awards of the School District of Philadelphia is presented in
Section II of the SFA.

State of Pennsylvania Single Audit Requirement

In June 2017, the Department of Health and Human Services (DHS) reissued the Single Audit
Supplement as an aid to local government entities and their independent auditors in the specific auditing
and performance of the Single Audit. This supplement provides program specific auditing and reporting
requirements which are applied in conjunction with the Single Audit Act's required standards and
guidelines for programs funded through the DHS.

Cognizant Agency

The OMB, in accordance with the Act, assigned the U.S. Department of Health and Human Services,
National External Audit Review Center as the Cognizant Agency for the School District.

Independent Auditor

The Philadelphia Home Rule Charter establishes the City Controller, a separately elected official, as the
independent auditor of The School District of Philadelphia. Our Cognizant Agency has recognized the
independence of the City Controller and the Single Audit was conducted through this appointed
Certified Public Accountant in charge of auditing, in accordance with the provisions of The Philadelphia
Home Rule Charter.

Auditor Reports

The Single Audit Act, in conjunction with the American Institute of Certified Public Accountants, requires
that the auditor issue four reports in connection with its examination of the SEFA: The 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; and the Report on
Compliance for Each Major Program, Report on Internal Control over Compliance, and Report on
the Schedule of Expenditures of Federal Awards Required by the Uniform Guidance. These federal and
state requirements have been met and the reports are included herein.

Plan for Corrective Action

The Act requires that the School District submit its plan for corrective action to address each audit finding
included in the current year auditor's reports. The School District's Plan for Corrective Action is included
as part ofeach finding.
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SCHOOL DISTRICT OF PHILADELPHIA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30,2017

1. Government of the School District

The School District of Philadelphia (the “School District”) is a separate and independent home
rule school district of the first class established by the Education Supplement to the
Philadelphia Home Rule Charter (the “Charter”) in December 1965. It is the largest school
district in the Commonwealth of Pennsylvania (the “Commonwealth”), serving over 203,800
students. The School District is the eleventh largest in the United States in enrollment and
employs more than 17,800 full-time professional and non-professional persons. The
boundaries of the School District are coterminous with the boundaries of the City of
Philadelphia (the “City”).

The School District is a political subdivision of the Commonwealth created to assist in the
administration of the General Assembly’s duties under the Constitution of the Commonwealth
to “provide for the maintenance and support of a thorough and efficient system of public
education to serve the needs of the Commonwealth”. Although the School District is an
independent legal entity, it is considered to be a component unit of the City of Philadelphia for
reporting purposes and is included in the City’s Comprehensive Annual Financial Report.

Effective December 2001 and in a cooperative effort with the City of Philadelphia to address
the School District’s financial needs, the Commonwealth of Pennsylvania assumed governing
control of the School District by declaring it financially distressed in accordance with Sections
691 and 696 of the Public School Code of 1949. Subsequent Event Footnote No. 9 explains
recent resolutions which will return this governance structure to local control by June 30, 2018.

Shortly thereafter, a five-member School Reform Commission (the “SRC”) was established.
Three members, including the Chairman, are appointed by the Governor of Pennsylvania while
the Mayor of Philadelphia appoints the remaining two members. The SRC exercises all powers
and has all the responsibilities and duties of the original Board, along with additional powers.
As prescribed, the SRC is now responsible for the overall operation, management, and
educational programs of the School District, including all budgetary and financial matters. The
duties of the SRC generally include, but are not limited to, the formulation of educational
policy, the adoption of an annual budget, the development of a comprehensive capital
improvement budget and program, and the incurrence of indebtedness. The Superintendent of
Schools reports to the SRC. The Superintendent during the Fiscal Year 2017 reporting period
was Dr. William R. Hite, Jr., and the Chief Financial Officer was Uri Z. Monson.

The School District also serves as the agent for the Intermediate Unit No. 26, an entity
established by the Commonwealth to provide special education, special education
transportation, non-public school services and related management services.

2. Organization and Scope

For the fiscal year ended June 30, 2017 the School District of Philadelphia is presenting a
Single Audit Report on expenditures of federal awards. This report is issued in accordance
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SCHOOL DISTRICT OF PHILADELPHIA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30,2017

with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). The U.S. Department of Health and Human Services, National External
Audit Review Center has been designated the organization-wide cognizant agency for the
School District of Philadelphia’s single audit.

. Major Programs

Major federal programs are identified in the Summary of Auditor’s Results section of the
Schedule of Findings and Questioned Costs.

Schedule of Expenditures of Federal Awards

Information contained in the Schedule of Expenditures of Federal Awards (SEFA) is derived
from the School District’s accounting systems. For reporting purposes, the School District
adheres to the significant accounting policies which are in conformance with generally
accepted accounting principles (GAAP) for local governmental units as prescribed by the
Governmental Accounting Standards Board. Program expenditures recorded in the SEFA are
presented on the modified accrual basis of accounting.

The accompanying SEFA includes the federal grant activity of the School District under
federal financial assistance programs for the year ended June 30, 2017. The information in this
schedule is presented in accordance with the requirements of the Uniform Guidance. Because
the schedule presents only a selected portion of operations of the School District, it is not
intended to present the financial position or changes in net position. Federal programs
considered active during the year ended June 30, 2017, are reflected in the SEFA. An active
federal program is defined as a federal program that incurred expenditures (adjustments) of
funds or accrued (deferred) grant revenue adjustments during the fiscal year or a federal
program considered as not completed or closed out at the beginning of the fiscal year.

Accrued and Unearned Grant Revenue — various worksheet schedules are used for the federal
awards received by the School District. Consequently, timing differences between the
recognition of revenues and related cash receipts can exist at the beginning and end of the fiscal
year. Accrued grant revenue balances represent the excess of revenue recognized over cash
received to date. Unearned grant revenue balances represent the excess of cash received over
revenue recognized to date.

Schedule of Expenditures of Federal Awards — CFDA #10.555 — National School Lunch
Program

Information contained in the Schedule of Expenditures of Federal Awards (SEFA) for CFDA
#10.555 — National School Lunch Program — includes Non-Cash Assistance pertaining to food
commodities distributed by the United States Department of Agriculture (USDA). For fiscal
years beginning July 1, 2008, commodities are identified with the programs under which
USDA donated the commodities. Prior to this period, commodities were presented under a
separate CFDA number (#10.550), which has been deleted by the USDA.
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SCHOOL DISTRICT OF PHILADELPHIA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30,2017

6. Schedule of Expenditures of Federal Awards — Title I — Negative Expenditures
CFDA #84.010 — Title I, Award # S010A130038A

Title I Part-A Basic Education Grant, for award year 2016, has a negative expenditure amount
for Fiscal Year 2017, of $32.4 million. Negative expenditure amounts may occur in a fiscal
year for 27-month grants. Typically, 27-month grants will have three open awards, at the end
of the fiscal year. The negative expenditure amounts are permissible and do not reflect the
life-to-date expenditures for the grant award. These negative expenditures are the result of the
timing of recording transfers of expenditures between the open grant awards.

7. Schedule of Expenditures of Federal Awards — Race to the Top — Subrecipient
Expenditures

CFDA #84.413 — Race to the Top, Award # FC4100061880

Race to the Top grant had $83,173 of expenditures in Fiscal Year 2017, of which, $72,397
were passed thru to subrecipients. However, Race to the Top grant also had a reclassification
of a prior year expenditure of $87,165 in professional development charges eligible under Title
ITA — Improving Teachers Quality Grant. This resulted in a net negative expenditure, for Race
to the Top grant, of $3,992 for Fiscal Year 2017.

8. Indirect Cost Rate

The amount expended includes amounts claimed as indirect cost recovery using an approved
indirect cost rate percent by the Pennsylvania Department of Education or as per the funding
agencies approved budget. The School District has not elected to use the 10-percent de
minimis indirect cost rate allowed under the Uniform Guidance.

9. Subsequent Events

The School District has reviewed events that have occurred subsequent to June 30, 2017 to and
including February 13, 2018 (The Independent Auditor’s Report Date of the School District’s
Comprehensive Annual Financial Report). Other than as described below, there were no
subsequent material events affecting the District:

Recommendation to Dissolve the School Reform Commission (SRC):

On December 21, 2001, the Pennsylvania Secretary of Education declared that the School
District of Philadelphia was a “distressed” school district within the meaning of Section
691(c) of the Pennsylvania Public School Code. The School Reform Commission was
appointed and assumed governance of the School District for the period of distress. On
November 16, 2017, the School Reform Commission adopted a resolution recommending
that the Secretary issue a declaration that the School Reform Commission dissolve
effective June 30, 2018, as the School District is no longer distressed; therefore, no longer
requires governance by a School Reform Commission. The Secretary was required to
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NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30,2017

make a dissolution determination at least 180 days prior to the end of the current school
year, i.e. by December 31, 2017, which he did on December 27, 2017, for the School
Reform Commission to dissolve on June 30, 2018, and a new Board of Education, whose
members will be appointed by the Mayor of the City Philadelphia, to assume governance
of the School District on July 1, 2018. The School District has already begun planning for
a smooth transition from the School Reform Commission to a Board of Education.
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Section I11.

Independent Auditor’s
Reports on Compliance and

Internal Control



CITY OF PHILADELPHIA

REBECCA RHYNHART

OFFICE OF THE CITY CONTROLLER
City Controtter

12th Floor, Municipal Services Bidg.
1401 John F. Kennedy Boulevard

(Phila)deiphia, PA 18102 CHRISTY BRADY. GPA
215) 686-6684 ,
FAX (215) 686-3832 Deputy Controller

Christy.Brady@Phila.Gov
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WiTH
GOVERNMENT AUDITING STANDARDS

To the Chair and Members of
The School Reform Commission ofthe
School District of Philadelphia

We have audited, in accordance with the 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 governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the School District of
Philadelphia, Pennsylvania (School District), a component unit of the City of Philadelphia, Pennsylvania, as of
and for the year ended June 30, 2017, and the related notes to the financial statements, which collectively
comprise the School District's basic financial statements, and have issued our report thereon dated February
13,2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School District's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances 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 School District's internal control. Accordingly, we do not
express an opinion on the effectiveness of the School District's internal control.

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. 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.
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that have
not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School District's financial statements are free from
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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

CHRISTY BRADY, CPA
Deputy City Controller

Philadelphia, Pennsylvania
February 13, 2018
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CIT Y OF PHILADELPHTIA

OFFICE OF THE CITY CONTROLLER REBECCA RHYNHART
12th Floor, Municipal Services Bldg. City Controller
1401 John F. Kennedy Boulevard

Philadelphia, PA 19102

(215) 686-6684 CHRISTY BRADY, CPA
FAX (215) 686-3832 Deputy Controller

Christy. Brady@Phila.Gov

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
FROGRAM, REPORT ON INTERNAL CONTROL OVER CONMPLIANCE, AND REPORT ON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY
THE UNIFORM GUIDANCE

To the Chair and Members of
The School Reform Commission of the
School District of Philadelphia

Report en Compliance for Eack Major Federal Program

We have audited the School District of Philadelphia, Pennsylvania's (School District) compliance with
the types of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on each of the School District's major federal programs for the year ended June
30, 2017. The School District's major federal programs are identified in the summary of auditor's results
section of the accompanying Schedule of Findings and Questioned Costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the School District's major federal
programs based on our audit of the types of compliance requirements referred to above. 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 the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
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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
School 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 on compliance for each major
federal program. However, our audit does not provide a legal determination of the School District's
compliance.

Opinion on Each Major Federal Program

In our opinion, the School District complied, in all material respects, with the types of 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, 2017.

Report on Internal Coatrol over Compliance

Management of the School District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the School District's internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with the Uniform Guidance, 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 School 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 a 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. 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 ofa 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.

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 material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
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The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Requived by the Uniform Guidance

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the School District, a component unit of the
City of Philadelphia, Pennsylvania, as of and for the year ended June 30, 2017, and the related notes to
the financial statements, which collectively comprise the School District's basic financial statements. We
issued our report thereon dated February 13, 2018, which contained unmodified opinions on those
financial statements. An audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the basic financial statements. The accompanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by the
Uniform Guidance 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 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 financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the Schedule of Expenditures of Federal Awards is fairly stated in all material
respects in relation to the basic financial statements as a whole.

CHRISTY BRADY, CPA
Deputy City Controller

Philadelphia, Pennsylvania
March 26, 2018
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SCHOOL DISTRICTOF PHILADELPHIA
Schedule of Findings and Questioned Costs- June 30, 2017

Section I - Summary of Auditor's Results:

Financial Statements:
Type of auditor's report issued: Unmodified

Internal control over financial reporting:

Material weakness(es) identified?  yes X no

Significant deficiency(ies) identified? _yes X _nonereported
Noncompliance material to financial statements noted? _ yes X 1o
Federal Awards:
Internal control over major federal programs:

Material weakness(es) identified?  yes X _no

Significant deficiency(ies) identified?  yes X none reported

Type of auditor's report issued on compliance for major federal programs:
Unmodified

Any audit findings disclosed that are required to be reported in accordance with 2 CFR Section
200.516(a) _ yes X _ no

Identification of major federal programs:

Name of Federal Program or Cluster CFDA Number(s)
Title I Grants to Local Educational Agencies 84.010
Special Education Cluster:
Special Education Grants to States 84.027
Special Education Preschool Grants 84.173
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334

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

Auditee qualified as low-risk auditee? X yes _ no

Section II - Financial Audit Findings:

None

Section III - Federal Awards Findings and Questioned Costs:

None
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SCHOOL DISTRICT OF PHILADELPHIA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FISCAL YEAR ENDED JUNE 30, 2017

2016-001. SPECIAL TESTS - COMPARABILITY: Title I Grants to Local Educational Agencies

CFDA #84.010 Status: Unresolved Questioned Cost: $0
Resolution Agency: PA Department of Education
Condition:

The School District was not in compliance with the requirement that services provided with
Title 1 funding are substantially comparable between each school. The final school
comparability analysis submitted to the Pennsylvania Department of Education (PDE) indicated
that 23 schools must add 45.2 full time equivalent (FTE) positions to make them comparable as
required by federal regulations. Our current testing of those 23 schools found that 17 (6 high
schools, 2 middle schools, and 9 elementary schools) remained non-comparable, and 29 FTE
positions were still not filled. Funding for the Title I is received from the U.S. Department of
Education and passed-through the PDE.

Update 2018:

The School District recognizes that it must improve outcomes and use different approaches to
its recruiting efforts to fill the vacant positions as required. The corrective actions
identified below have been implemented, or are in the process of being implemented, in the
current year (FY18), for all school positions. The Office of Talent Support Services has been
reorganized to ensure that principals have a team of individuals supporting their schools’ talent
needs. Talent Office personnel responsible for hiring positions are no longer responsible for
onboarding work to allow significantly more time in the community, working closely with
potential candidates. A marketing campaign that was launched on the radio and through
social media aimed at recruiting teachers and school based support staff was very successful
for the 2017-2018 school year. This campaign ran for nearly 3 months. A similar campaign
will be in place for next school year. Prospective candidates are targeted and that messaging
is focused on the positive impact individuals can have in our students’ lives. Effective August
2017, the School District assumed all financial burden for onboarding costs of those
employees making less than $40,000 annually, which includes the positions subject to this
reported condition. At present, the financial burden incurred by prospective employees is a
barrier to those employees being able to start soon after hired. The School District is
focused on increasing the total number of applications for these roles to ensure significantly
more positions can be filled. The corrective action timeline is to implement the items listed to
ensure that Comparability positions allocated for the 2017-18 year are filled by mid-March
2018.

The Comparability analysis for the 2016-17 school year (FY17 audit) indicated that 38
positions would need to be hired for Comparability. Data from the Talent Office indicates that
33 of those positions were in fact hired, representing close to a 90% fill rate compared to a fill
rate of about 24% and 36% in FY16 and FY 15, respectively. It’s challenging to fill positions.
However, the District has made substantial progress and continues to do so in the FY18
year as well. The District believes the nearly 90% fill rate in FY17 constitutes substantive
compliance with the Comparability requirement and will continue to drive towards 100%.
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SCHOOL DISTRICT OF PHILADELPHIA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FISCAL YEAR ENDED JUNE 30, 2017

2015-001. CASH MANAGEMENT

CFDA # 84.010 Status: Unresolved Questioned Costs: $0
CFDA # 84.048 Status: Unresolved Questioned Costs: $0
CFDA # 84.365 Status: Unresolved Questioned Costs: $0
Resolution Agency: PA Department of Education

Condition:

During fiscal year 2015, the School District earned interest on federal cash balances associated
with the above three programs, but it did not remit the interest back to the Pennsylvania
Department of Education (PDE). Moreover, it did not properly calculate the interest amounts
earned. According to management’s calculations, the District earned $583 in interest income
for all its federal grants. We believe the correct amount of interest earned and remitted for the
grants should have been at least $51,467, of which $43,264 applied to Title I.

Update 2018:

The School District of Philadelphia (SDP) has reviewed the federal rules regarding
interest earned requirements and calculations and has implemented policies and procedures
consistent with OMB Uniform Guidance 200.305. After further review and further
discussions with our auditors, SDP updated its policy in March 2017 to correct this audit
finding and to meet the new requirements as prescribed in 2 CFR 200.305. These policy
changes went into effect beginning in Fiscal Year 2016 and were applied to all grants awarded
on or subsequent to December 26, 2014.

For purposes of calculating monthly interest earnings, SDP calculates daily cash balances per
program, consolidated by federal awarding agency, for advanced federal grants, by using daily
expenditures and daily cash receipts based on the disbursement date. SDP updated its
definition of “Disbursement Date,” as follows: for cash receipts, SDP uses the payment date
on the FAI website; for personnel expenditures, SDP uses the date payroll checks are issued;
and for non-personnel expenditures, SDP uses the check date as the disbursement date.
Negative cash balances at the end of each day are set to zero to ensure nonfederal funds do
not offset federal interest earnings due to the temporary use of these resources. The daily
ending cash balance is averaged at the end of each month then multiplied by the weighted
average consolidated cash interest rate to determine the monthly interest earned.

The SDP has calculated the interest earned for all advanced federal funds using
SDP’s aforementioned March 2017 updated methodology for the period of July 1, 2015 to
June 30, 2016 and on March 16, 2017 remitted payment for $4,386.31. Using this
methodology the District earned $4,886.31 of interest, during this period, for all advanced
federal funds and retained the allowable $500 based on the directions of 2 CFR 200.305.

With this updated methodology, this audit finding is now corrected and SDP is calculating the
interest earned on advanced federal funds correctly, based on the directions of 2 CFR 200.305.
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FISCAL YEAR ENDED JUNE 30, 2017

2014-001. ALLOWABLE COSTS / COST PRINCIPLES

CFDA # 84.010 Status: Resolved Questioned Costs: $125,171
Resolution Agency: PA Department of Education
Condition:

Our review of costs associated with teachers funded under Title I disclosed one teacher routinely
falsifying her daily timesheet records. We observed the Title I non-public Instructional Support
(IS) teacher recording hours for which she was not present on a Daily Attendance Register for
a private elementary school. We noted this condition during visits made to the school. In
addition, we noted that this teacher was frequently late for class, and maintained her daily time
sheet in her office rather than in the school’s main office as required by School District
procedures.

Follow-up of this condition in the fall of 2014 disclosed that the teacher had been reassigned to
a parochial high school, where much of the teacher’s behavior pattern remained unchanged. On
the day of our unannounced visit to the school, the teacher was an hour late, which resulted in
the classroom being unattended for fifteen minutes. Additional discussions with a student at the
school disclosed that tutoring time assigned with the teacher was often spent unsupervised.

Because of the above conditions, we consider records of the teacher’s attendance to be
unreliable and deem the individual’s entire salary for fiscal year 2014 to be invalid and not
eligible as a grant expenditure. Funding for the Title I program is received through the
Pennsylvania Department of Education.

Update 2018:

Immediately upon notification of this particular employee’s situation, the District took the
appropriate steps allowable per the Philadelphia Federation of Teacher (PFT) contract. As part
of these steps, an investigatory meeting was held in October 2014, and a subsequent
Unsatisfactory Incident Report was filed to become part of the employee’s permanent record.
The employee was subsequently diagnosed with a medical condition. Regardless, the employee
was instructed to maintain her School District sign in sheets accurately in the school's office.
Based upon the additional evidence provided by the City Controller’s Office and observations
from the current Principal, the District is pursuing additional progressive discipline measures
allowable per the PFT contract.

In the 2015-16 school year, the SDP is moving towards a dual service delivery model regarding
Title I services. External contractors will provide a substantial portion of the service, whereas
district teachers will perform a much smaller portion of the service compared to prior years.
Regardless of the personnel / entity performing the service, all non-public school principals will
be periodically questioned regarding personnel attendance, and a system of periodic,
unannounced school visits will be implemented. The SDP does not accept this type of behavior
by any employees paid out of Title I funds, whether it is at a District school or a non-public
school.

Since the implementation of this model, there has not been any additional occurrences
discovered by the District or discovered during a subsequent audit. The School District
considers the corrective actions to be effective and sufficient in mitigating this risk. Findings
do not warrant further action in accordance with provisions of 2 CFR section 200.511 (b)
(3) of the Uniform Guidance.
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2014-002. CASH MANAGEMENT

CFDA # 84.010 Status: Resolved Questioned Costs: $0.00
CFDA # 84.027 Status: Resolved Questioned Costs: $0.00
Resolution Agency: PA Department of Education

Condition:

The School District did not properly calculate or remit interest earned on advances received
from the Pennsylvania Department of Education (PDE). Management informed us that the
grantor had remitted funds to the School District at its discretion, and not based on requests for
reimbursements. This method of remitting grant funds resulted in various programs being pre-
funded, and in our opinion, constituted advances to the District in fiscal year 2014. Further, the
computation of the available cash balances for investment netted individual month end
programs’ balances and relied on the use of expenditures, rather than actual cash disbursements.
That is, advances are defined by net balances recorded in the School District’s accounting
records, not based on actual cash balances available for investment. Based on our interpretation
of the regulations, the District did not remit interest earned on advances received from the PDE.

Update 2018:

The School District of Philadelphia (SDP) has reviewed the federal rules regarding interest
earned requirements and calculations and has implemented policies and procedures consistent
with OMB Uniform Guidance 200.305. After further review and further discussions with our
auditors, SDP updated its policy in March 2017 to correct this audit finding and to meet the new
requirements as prescribed in 2 CFR 200.305. These policy changes went into effect beginning
in Fiscal Year 2016 and were applied to all grants awarded on or subsequent to December 26,
2014.

For purposes of calculating monthly interest earnings, SDP calculates daily cash balances per
program, consolidated by federal awarding agency, for advanced federal grants, by using daily
expenditures and daily cash receipts based on the disbursement date. SDP updated its definition
of “Disbursement Date,” as follows: for cash receipts, SDP uses the payment date on the FAI
website; for personnel expenditures, SDP uses the date payroll checks are issued; and for non-
personnel expenditures, SDP uses the check date as the disbursement date. Negative cash
balances at the end of each day are set to zero to ensure non-federal funds do not offset federal
interest earnings due to the temporary use of these resources. The daily ending cash balance
is averaged at the end of each month then multiplied by the weighted average consolidated
cash interest rate to determine the monthly interest earned.

With this updated methodology, this audit finding is now corrected and SDP is calculating the
interest earned on advanced federal funds correctly, based on the directions of 2 CFR 200.305.
Findings do not warrant further action in accordance with provisions of 2 CFR section
200.511 (b) (3) of the Uniform Guidance.
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