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AGREEMENT WITH THE STATE CONTROLLER'S OFFICE FOR 2011-
12 FISCAL YEAR ANNUAL AUDIT OF THE DISTRICT 

APPROVAL OF AGREEMENT WITH THE STATE CONTROLLER'S OFFICE 
FOR 2011-12 Fiscal Year ANNUAL AUDIT OF THE DISTRICT 

The District requested that the SCO agree to accept the 2011-12 audit to 
be conducted by VTD under an RFP with the District in lieu of the audit 
under S.B. 39. The SCO would not agree. Therefore for 2011-12, the SCO 
will conduct both compliance and financial audits and VTD will conduct a 
financial audit. VTD, SCO and the District has met and agreed upon the 
working and communications "norms" which all parties anticipate will 
facilitate efficient completion of the 11-12 audit. The document reflecting 
those norms is attached to this memo. ("Oakland Unified School District 
List of Audit Issues for Discussion with State Controller's Office Auditors 
For 2011-12 Audit") 

The audit commenced on Tuesday, November 12, 2013. Assuming no 
unanticipated delays or other contingencies, SCO anticipates that the final 
audit report will be completed no later than April 30, 2014. The cost of the 
audit is $400,000. 

Approval by the Board of Education of the AGREEMENT WITH THE STATE 
CONTROLLER'S OFFICE FOR The 2011-12 Fiscal Year ANNUAL AUDIT OF 
THE DISTRICT 

$400,000 

AGREEMENT WITH THE STATE CONTROLLER'S OFFICE FOR The 2010-11 
ANNUAL AUDIT OF THE DISTRICT 
Oakland Unified School District List of Audit Issues for Discussion with 
State Controller's Office Auditors For 2011-12 Audit 



CONTRACT FOR SERVICES 

ANNUAL AUDIT OF SCHOOL DISTRICT (2011-12 FISCAL YEAR) 

This contract is entered into by and between the State Contro ller·s Office (SCO), 
Division of Audi ts. and the Oakland Unified Schoo l District (Di stri ct) and sets fo rth the nature 
and scope of the se rvices the SCO will prov ide. The Districf s required in vo lvement and 
ass istance in support of the SCO services, the related fee arrangements. and other term s and 
conditions. are des igned to ensure that the SCO profess ional services achi eve the mutuall y 
agreed-upon objectives of the SCO and the Di str ict. 

The SCO agrees to prov ide auditing services in accordance with Ca li fo rni a Educati on 
Code sect ion 4 1320. 1 (d) fo r fisca l yea r (FY) 20 11-1 2 fo r the District. 

The SCO wi II perfo rm a financi al and comp I iance audit of the District fo r FY 2011-1 2, 
the objective of which is an express ion of opinion as to whether the bas ic fin ancial statements are 
fa irl y presented in all materi al respects in conformity with generally accepted accounting 
principles and to report on the fairness of the supplementary info rmation in rel ati on to the 
fi nancial statements as a whole. The object also includes reporting on: 

• Internal contro l related to the financial statements and compliance with laws, regulations, and 
the prov isions of contracts or grant agreements. noncompliance with which could have a 
direct and material effect on the fi nancial statements in accordance with Government 
Audi ting Standards. 

• lnternal contro l related to major programs and an opinion (or disclaimer of opinion) on 
compliance with laws, regulations, and the prov isions of contracts or grant agreements that 
could have a direct and material effect on each major program in accordance with the Single 
Audi t Act Amendments of 1996 and Office of Management and Budget (OMB) Circul ar 
A-1 33 . Audits o,f States, Local Governments. and Non-Profit Organizations. 

• Compliance with state laws and regulations in accordance with Title 5, California Code o,f 
Regulations, Di vision 1.5. Chapter 3, Standards and Procedures for Audits o,f Cal(fornia 
K-1 2 Local Education Agencies. 

The SCO agrees that if its opinion is other than qualifi ed , it will full y di scuss the reasons 
with the Di stri ct prior to the release of the final audit report. The SCO agrees to di scuss the fin al 
report with the Superintendent prior to its issuance. if the Superintendent is available within two 
weeks of the SCO's request fo r the meeting. In addition, if requested, the SCO agrees to 
personall y present the fin al audit report to the Board of Trustees, after the report is issued, in 
order that the audit might be full y understood and questi ons answered. 

The period to be audi ted pursuant to thi s contract shall be the fi scal year beginning 
July 1. 20 I 1. and ending June 30. 201 2. 



The audit will be performed in accordance with United States· generally accepted 
auditing standards ; Government Auditing Standards, issued by the Comptro ller Genera l of the 
United States; and Standards and Procedures.for Audits ofCal{fornia K-12 Local Educat ion 
Agencies. The audit will include al l procedures that the SCO considers necessary to determine 
comp liance with the app li cable la\.vs and regu lations for participation in federal and state 
programs. 

The form and content of the audit report shall be in conformity, to the extent practicable. 
with such form and content as may be prescribed by the SCO under Ca li fo rni a Ed ucat ion Code 
sections 14500 and 41020. and as detailed in Standards and Procedures.for Audits of Cal{fornia 
K-1 2 Local Educ at ion Agencies. 

The audit is not specifical ly designed to disclose fraud or defalcation; however, as part of 
the audit. the SCO wil I obtain information needed to identify risks of material misstatement due 
to fraud , and wi II assess and address the identified risks. 

The SCO may issue a letter to those charged with governance that points out internal 
control weaknesses, comments on areas of possible improvements in procedures and 
management practices of the District, and identifies areas of possible vio lations of regulatory 
prov1s1ons. 

The SCO may meet with State Trustee, Superintendent or his designee. or management 
representatives throughout the course of the audit fieldwork to discuss and resolve audit issues. 
possible findings. significant deficiencies, and material weaknesses. 

Time is of the essence in thi s agreement. SCO will begin audit fieldwork on 
November 12, 2013. Provided there are no unforeseen circumstances or delays caused by the 
District in providing complete and accu rate financial statements and notes to the basic financial 
statements; complete and accurate attendance records, ancillary reconciliations. and supporting 
schedules; responses to records requests; and responses to noted deficiencies and aud it findings, 
the SCO wi ll comp lete its fieldwork, conduct an exit conference, and provide draft reports no 
later than March 30, 2014. The aud it sha ll be completed and the final audit reports sha ll be 
delivered in the manner and to the parties as hereinafter set forth. no later than Apri I 30, 20 14. 

The total amount payable under this agreement shall be $400.000. However. the contract 
may exceed $400,000 if there are delays caused by the District and/or incomplete or inaccurate 
information provided by the District. 
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To contain costs and to faci litate the successful complet ion of the audi t. the Di stri ct 
agrees as fo ll ows : 

I. To ass ign one contact person who is responsib le for respondi ng to SCO document requests in 
a timely manner and ensuring that the documents prov ided to us are appropriate. accurate. 
and complete. and that the documents suppo11 the District ' s reports: 

2. To work co ll aborative ly with the SCO to estab li sh reasonab le timeframes fo r the completi on 
of tasks and to provide all doc uments, req uests fo r informat ion, and audit findin g responses 
to be publi shed in the fi nal audits reports; 

3. To prov ide complete and accurate: 
a. Fi nancial statements. including requi red supplementa ry info rmation and other 

supplementary information 
b. Schedule of Ex pend itures of Federa l Awards 
c. Notes to the bas ic fi nancia l statements, req uired supplementary info rmation, other 

supplementary info rmat ion. and Schedule of Expenditures of Federal Awa rds. as needed 
d. Status of prior fi ndi ngs 
e. Organi zation structu re 
f. Schedule of charter schoo ls 
g. Management di scussion and analys is 
h. Management representation letters 

4. To make records ava il ab le at a central locati on, and to prov ide a secure work space fo r SCO 
staff (exclusive of eq uipment. supplies. or services); 

5. To a one-time audi t of the supporting documentati on provided: and 
6. To rei mburse the SCO fo r any additional expenses that may be incurred because of a fi nding 

or an appea l. if the SCO must audit additional documents that the Di strict prov ides. 

In addition. to all ow the SCO to begin plann ing the audit, the District agrees to provide 
the fo ll owing information by no later than November 12, 20 13: 

State Compli ance 
• List of schoo ls fo r FY 20 I 1-1 2 
• P-2 and annual reports of attenda nce and summary schedules by site 
• Instructional minutes summary ca lcul ati ons spreadsheet prepared by the Distri ct fo r FY 

2011-12 
• Evidence of instruction materials hea rings he ld in accordance with Ca li fo rnia Education 

Code section 60 I 19 
• List of approved state and loca l instructional materi al adoptions 
• Admini strator-to-teacher rat io ca lculation and support ing documentation 
• Documentati on in support of the classroom teachers ' sa lary ca lcul ati on 
• Independent study student-to-teacher rati o ca lcul ation and supporting documentati on 
• Gann limit ca lculat ion (form GANN) and supporting documentati on 
• Ev idence of a pub I ic hearing by the governing boa rd held in accordance with Educati on Code 

section 42605 
• Class size reducti on clai m (J7 CS R) and supporting documentati on 

,., 
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Federal Compliance 

The Distri ct wi II prov ide the Schedule of ex penditures of federal awards no later than 
November 30. 20 13. Within 7 to I 0 business days from the date to which the SCO prov ides the 
li st of major programs, the District agrees to prov ide to the SCO: 
• Form CAT 
• Budget summary report fo r major federa l programs 
• Budget all ocati on reports 
• Conso lidated application 

In order to perfo rm the audit the Distri ct agrees to prov ide the fo ll owing to the SCO by 
no later than November 30, 20 13: 

State Compliance 
• For schoo ls se lected for testing: 

o Scantro ns/teachers · registers 
o Absence notes 
o Independent study agreements and work samples 
o List of kinderga rten pupi Is fo r FY 20 I 0-1 I and FY 20 I 1-1 2 
o Be ll schedules 
o Schoo l Accountabili ty Report Cards (SA RC) fo r school se lected fo r testing 
o Interim eva luati on instruments for schoo ls se lected for SA RC testing 

• Fo r schools se lected fo r After Schoo l Educati on and Safety Program (ASES) testing: 
o Sign-in and sign-out sheets 
o Reconciliation of the weekl y sign-in sheets to the monthl y attendance reports 
o Monthly attendance reports supported by attendance totals entered on weekly sign-in 

sheets 
o Attendance totals entered on the weekl y sign-in sheets supported by the number of 

signature son the week ly sign-in sheets 

Internal Contro ls 
• Accounting procedures manuals 
• Payro ll procedures manual 
• Other audit reports (results of any external or in te rnal audits. examinations. or rev iews 

conducted of the Di stri ct related to accounting or financial matters, and state and federal 
compli ance) 

Intern al Auditor 
• Access to the internal auditor· s working papers 
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The Di stri ct furth er agrees to prov ide the fo ll owing to the SCO by no later than 
.J anuary 3 I. 20 14: 

Financial 
• Unaudited actuals (in an electroni c fo rmat). including all ancill ary reconcili ations. supporting 

schedul es. adj ustments. conversion entries. and Standardized Account Code Structure report 
fo rms 

• Unaudited fin ancial statements. including required supplementary informati on and other 
supplementary info rmati on and schedules 

• Notes to the bas ic financial statements. required supplementary info rmation. and schedules of 
ex penditures of federa l awards 

• Accounting reco rds that support the year-end bal ances fo r accounts recei va bles, paya bles, 
cash. revo lving cash, student body accounts. investments, capital assets. long-term debt. 
expenditures, etc. 

Additional info rmation and supporting documents will be requested by the SCO as the 
audit progresses. 

The Di stri ct agrees to pay fo r the auditing services based on monthl y in vo ices provided 
by the SCO fo r services rendered. 

It is understood that, pursuant to Ca li fo rni a Education Code secti on I 4505(a), I 0% of the 
audit fees will be withheld un ti l the SCO certifies that the audit report confo rms to the reporting 
prov isions of Standards and Procedures for Audits of Cal(fornia K-12 local Education 
Agencies. 

In acco rdance with federal indirect cost proposa l guidelines (OMB Circul ar A-87), 
current-yea r costs will be billed based on the approved prov isional indirect cost rate. 

Copies of each audit report herein requi red shall be prepared and substanti all y bound by 
the SCO fo r filin g with Ca li fo rni a Department of Educati on, the Alameda County Office of 
Education. and the Federa l Audit Clea ringhouse. In addition, 20 copies of the bound audit report 
shall be prov ided to the Distri ct. 

Thi s agreement shall be effective when approved by the Boa rd of Education of the 
Distri ct and may be amended or extended upon mutual agreement by both parties. 
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Oakland Unified School District (OUSD) 
List of Audit Issues for Discussion 

with State Controller's Office Auditors (SCO) 
For 2011-12 Audit 

The information detailed below are issues OUSD would like to discuss with SCO regarding 
the conduct and communication for the 2011-12 Audit. The items listed are as of August 2, 
2013. OUSD will forward additional items to SCO should any be identified at a later date. 
SCO responses are in red below. Final Agreement based on meeting among OUSD, VTD, 
and SCO on October 30, 2013. 

A. Communication 
1. SCO Auditors and OUSD Staff need to develop a process to discuss accounting issues 

where both parties can express their viewpoint, provide relevant research, and come to an 
agreed upon solution. 

SCO Response - Once VTD has provided the Seo with the OUSD financial statements 
that they are preparing, the sea will meet with the district staff to discuss any 
accounting issues that we may encounter during the course of the audit. 

Final Agreement - Process will be as follows: 1) Issue identified, 2) OUSD will 
perform research and preliminary conclusion 3) VTD will reviev.' OUSD's position, 
4) SCO will review OUSD's position, 5) SCO, OUSD, and VTD, will discuss issue 
and come to agreement or agree to disagree. 

2. SCO Auditors and OUSD Staff need to develop process to resolve personnel (SCO Audit 
Staff and OUSD Staff) issues in a timely manner. 

SCO Response - Any issues with Seo audU personnel will be resolved by the audit 
manager, or the bureau chief, if the manager is unable to resolve the issue. OUSD will 
propose a process for handling any issues with OUSD staff 

Final Agreement - In addition to the above SCO process, OUSD may contact Jeff 
Brownfield at any time at 916-324-1696 (direct line answered by Jeff's assistant). 
Jeff also provided his personal number (not published here due to privacy 
concerns). George Lolas, Chief Operating Officer at SCO also provide his num ber 
916-552-8080. Vernon Hal, Deputy Superintendent provided his email to SCO. 

3. Conduct Bi-Weekly audit status meetings between SCO Auditors and OUSD Staff 
Meeting should occur at OUSD offices in person. 

SCO Response - OUSD to propose dates and times/or the meetings. If updates or 
changes are minimal, the meetings should be conducted via conference call. 



Final Agreement - The group agreed to conference calls if mutually agreed by all 
parties. Although SCO's updates or changes may be minimal, OUSD may have 
issues to discuss. 

4. SCO Auditors and OUSD Staff need to develop a process to discuss, resolve, and 
agree/disagree with potential findings prior to the formal presentation of a finding. 

SCO Response - Any potential audit findings will be discussed with staff designated by 
OUSD, and will be presented in a status update at the bi-weekly meetings. Any audit 
findings that are not resolved w;/f be presented in a draft audit report for comment by the 
district prior to issuance of the final audit report. 

Final Agreement - SCO agreed to the finding process used by the SCO Federal and 
State auditors during the 2010-11 audit. This process includes: 1) SCO auditors 
discuss the auditor's observations/conclusions with appropriate district staff to 
ensure all parties understand the issues, 2) SCO follows up the discussion with an 
email outlining the understanding, 3) OUSD reviews issues detailed in the email and 
replies with agreement or disagreement, 4) SCO and OUSD resolve disagreements, 
if any, 5) SCO issues draft finding, 6) OUSD provides response to draft finding 

5. SCO Auditors need to include a process whereby the District has an opportunity to 
review SCO Audit Report before issuance to insure all District information is accurately 
presented. 

SCO Response - SCO will provide the OUSD with a draft report, for comment by the 
district. 

Final Agreement - In addition to SCO providing OUSD a draft report, OUSD will 
have 15 days to review the draft and make comments for correction/edits, if needed. 

6. SCO Auditors need to review and discuss with OUSD reasons for modifications to the 
auditors' report and expected wording in their report prior to issuance ofreport. Verbally 
stated reasons for modification should correspond to language used in the report. 

SCO Response - Any proposed modifications to the independent auditor's report will be 
reviewed by sea 's quality control review bureau prior to discussion with the district. 

Final Agreement - SCO will discuss any modification language with OUSD that is 
consistent with the language .auditors will use in their report. Such discussion will 
take place prior to issuance of the draft report. 

B. Auditor Experience Levels 
1. All SCO Auditors should be CP As and have extensive experience in school district audits 

of the size and complexity of OUSD. 
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SCO Response -All SCa auditors comply ·with AICPA and GA GAS standards related to 
adequate training and proper supervision. All s e a auditors will be supervised by a CPA, 
and will collectively possess adequate professional competence for the tasks required. In 
addition, the sea requests that aUSD provide a list of the audit staff, including any 
active professional certifications, assigned by VTD to work on the financial audit, 
including aUSD staff and/or consultants working with the auditors and any active 
professional certifications. Although the term "extensive " is subjective, the sea audit 
team as a whole has audited numerous school districts, and the sea is chair of the K-12 
Audit Guide Commilfee, which dictates the audit procedures to be followed by auditors in 
pe1:forming audits of school districts. 

Final Agreement - The group discussed the relative experience of district staff, VTD 
staff, and SCO staff and agreed to dispense with need to share credentials. 

2. All SCO Auditors auditing State and Federal compliance and programs should have 
extensive experience reviewing programs in school districts of the size and complexity of 
OUSD. They need to have had extensive experience interviewing school site personnel in 
situ . 

SCO Response - All sea auditors will collectively possess adequate professional 
competence for tasks required, in accordance with GA GAS, including skills to 
communicate clearly and effectively, both orally and in writing. 

Final Agreement - SCO agreed to work with Jane Nicholson (site audit coordinat·or) 
when visiting the school sites. 

C. Audit Process 
1. SCO auditors need to conduct majority of audit on-site so they can effectively 

communicate with appropriate personnel. Audit by email and conference call does not 
work. 

SCO Response - SCa auditors will conduct the majorUy of audit procedures on site, if 
possible; however, emails, phone calls or conference calls may be utilized, as needed, in 
order to complete the audit in a timely and cost-effective manner. 

Final Agreement - SCO agreed that they will conduct audit of all major audit areas 
on site, such as payroll, capital assets, accounts payable, etc. This will ensure an 
efficient audit process and help to reduce misunderstandings. 

2. SCO Auditors to provide OUSD Staff with calendar of overall work plan that includes 
audit areas, timeline, and anticipated requested documents. SCO Auditors to share the 
work plan with OUSD Staff prior to audit work beginning. SCO needs to discuss any 
variance to timeline at Bi-Weekly in-person meetings. 

SCO Response - For the state and federal compliance sections of the audit, the sea will 
develop a workplan when we have received and reviewed the pertinent documents we 
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provided in our initial document request. For the.financial audit, the SCO will develop a 
workplan once OUSD has provided a copy of the.financial statements prepared by VTD, 
and we have pe1:formed our initial review. Variances to the timeline will be provided in a 
bi-weekly status update. 

Final Agreement - SCO agreed to provide the work plan on Monday, November 11, 
2013. OUSD appreciates SCO's willingness to provide this information. 

3. To reduce excessive email, SCO Auditors need to provide their requests through a 
consolidated request listing that includes at a minimW11: 

o Request identification (number, letter, other) 
o Date of request 
o Auditor requesting 
o Description of the request 
o Expected due date 
o Date request received by auditor 

SCO Response - The SCO 11Jil/ provide the district with an initial document request list 
that includes detailed information on the documents needed for substantive testing and 
state and federal compliance testing. Additional documents may be requested by the 
auditors via email, or orally; i.e., during school site testing. Developing and maintaining 
a consolidated request listing for all documentation requested during the course of the 
audit would be inefficient and ineffective. 

Final Agreement - SCO will merge their multiple lists into one and provide it to 
OUSD. This will allo·w OUSD to compare their internally prepared list with SCO's 
to ensure nothing slipped through the cracks. 

4. SCO Auditors need to route their requests through Linda Todd, Audit Coordinator. 

SCO Response - Agree 

5. SCO Auditors site visitations need to be coordinated with Jane Nicholson, Consultant 

SCO Response - Agree. 

6. SCO Auditors requests of school site staff needs to be in writing with a cc to Jane 
Nicholson, Consultant, and Linda Todd, Audit Coordinator. 

SCO Response - The inability to obtain information or documentation through oral 
communication impedes the progress of the audit. 

Final Agreement - It is not OUSD's intent to restrict SCO auditors from 
communicating orally with school site staff. However, SCO needs to advise Jane 
Nicholson and Linda Todd of any requests for information that staff is to provide 
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auditors. This will allow Jane and/or Linda to follow up and ensure that staff 
provides the requested information. 

7. Requests of Department Heads/Central Office Program Managers need to be routed 
through Linda Todd, Audit Coordinator 

SCO Response - Department Heads/Central Office Program Managers need to be able to 
freely respond to auditors without filtering requests through Linda Todd; however, we 
will cc: Linda on any email communications with Department Heads, etc. 

Final Agreement - It is not the intent of OUSD to restrict SCO auditor's access to 
Department Heads and Central Office Program Managers. However, SCO should 
route all initial requests for information through Linda Todd so she can document 
the request and ensure it is fonvarded to the appropriate OUSD staff. SCO auditors 
are free to forward follow up questions to OUSD staff via email with a cc to Linda. 

8. Requests need one to two weeks lead time to allow staff sufficient time to obtain. This 
depends on the nature of the request. 

SCO Response - Documents or information that is read;/y available should be provided 
to the auditor and not held in review by others. 

Final Agreement - 11 is the intent of OUSD to provide SCO with documents as soon 
as they arc available. OUSD reminds SCO that not all documents arc housed in one 
location and it may take one to two weeks to obtain the requested information from 
school sites or departments that arc scattered throughout the city. In addition, the 
flood of the 2nd Avcncnue location may hamper OUSD's ability to quickly locate 
documents . 

9. SCO Auditors need to avoid duplicate requests. 

SCO Response - Agree 

10. SCO Auditors need to avoid requesting documentation they intend to ignore. 

SCO Response - The SCO does not intend to ignore any documentation requested. 

11 . Reports and documents presented to SCO Auditors as "draft" or "preliminary" should be 
considered as such and realize changes made by OUSD should not constitute a finding. 

SCO Response - The SCO will request that any reports or documents presented to SCO 
aud;tors be final cop; es. This will help prevent the SCO auditors from having to reaudit 
documents; al!owh1g us to complete the audit more efficiently and timely. 

Final Agreement - OUSD will provide the most recent final copies of all documents. 
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12. SCO Auditors should understand detailed documentation comes in various layers. For 
instance, a detailed listing of capital proj ects may be supported by a detailed listing of 
invoices. The detailed listing of invoices may be supported by the actual invoices . This 
will require SCO Auditors to select from the listing of capital proj ects, and then select 
invoices from the detailed listing of invoices. 

SCO Response - sea auditors understand the concepts and standards applicable to 
audit evidence. Audit procedures w ;/l be pe1formed in accordance with apphcable 
auditing standards. 

Final Agreement - OUSD does not question SCO's audit procedures with regard to 
auditing standards. However, OUSD wishes to avoid misunderstandings that 
potentially could result in a finding when SCO auditors do not understand the 
documents provided to them. OUSD will inform SCO auditors of any instances 
where multiple layers of information arc used from which SCO will need to select 
their samples. 

D. Issues to Resolve Prior to Audit 
1. Accounting for Capital Assets Refer to Findings I 1-04andI1-05 regarding capital asset 

issues and recommendations. 
a. Acceptable valuation documentation for historical cost. The district needs to 

obtain an appraisal from an independent third party. 
b. Acceptable valuation documentation for work in process . The district needs to 

provide adequate documentation supporting the historical cost of work in 
process. 

c. Acceptable soft costs. Capitalized expenses should be directly related to a 
project and supported by adequate documentation; for example timesheets. 

d. Capitalization threshold for assets - $10,000 versus $25 ,000, split dollar amounts 
depending on the nature of the asset (i .e. building versus equipment)? The district 
should comply with CSAM requirements regarding capitalization thresholds 

SCO Response noted above in red italics above. 

Final Agreement - Leonard Danna discussed the approach VTD will take in auditing 
the capital assets. SCO agreed that an appraisal from a third party is not required 
under accounting and audit standards. SCO also agreed that they will review the 
work performed by VTD to determine that capital assets are fairly valued in 
accordance with accounting standards. 

2. Bond Proceeds Usage 
a. OUSD relies on legal opinion for transferring funds for Deferred Maintenance 

purp·oses. 
b. OUSD relied on legal opinion for returning previously transferred funds of $9.9 

million from Bond fund to Capital Facilities fund. 

SCO Response - The sea will seek a legal opinion on this bond proceeds usage. 
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Final Agreement - SCO will have their legal counsel contact Jacqueline Minor, legal 
counsel for OUSD for any information that may be relevant to SCO's decision. In 
addition, SCO has copies of both legal opinions in their files. 

3. Accounts Payable Write off as of July 1, 2010 
a. What additional documentation do SCO Auditors need to accept the write-off? 

SCO Response - Refer to Finding 11-09 regarding accounts payable issues and 
recommendations. The district needs to provide documentation that identifies whether 
the liabilities were paid in the prior year, if the liability remained outstanding, or 
whether the liability was paid and not removedfi'om the accounts payable balances. 

Final Agreement - VTD and SCO will look at the list from the 2011 audit, compare it 
to the list of items written off during the 2011-12 fiscal year, and evaluate and 
perform tests of documentation as needed. 

4. Accounting for E-Rate 
a. Accrual of Credits 

SCO Response - Refer to Finding 11-08. The district needs to provide adequate 
supporting documentation of these entries. 

Final Agreement - OUSD's question regarding E-Rate was whether or not it is 
appropriate to accrue E-Rate credits at June 30. The group agreed that the credits 
can be accrued at year end. 

5. Beginning Balances 
a. What documentation do SCO Auditors need to get comfortable with beginning 

balances? The SCO wi!l review the documentation supporting the financial 
statement beginning balances, once VTD prepares the financial statements, in 
order to determine if beginning balances are fairly presented. 

b. What alternative procedures do SCO Auditors plan to employ to get comfortable 
with the beginning balances? See above. 

c. Which financial statement beginning account balances are SCO Auditors 
concerned about? All beginning account balances. 

SCO Response noted above in red italics above. 

Final Agreement - VTD will review the workpapers SCO prepared in conjunction 
with the 2010-11 fiscal year and make a determination as to what additional audit 
procedures are warranted, if any, to substantiate the beginning balances (excluding 
capital assets where another approach was proposed in D.1. above). Then VTD and 
SCO will discuss the results of VTD's review and adjust the audit plan if needed. 
Leonard Danna will contact Carolyn Baez to arrange for the review of the 
workpapers. 
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6. RAT and CEA Calculations 
a. Clarify definition of "teacher" and instructional services that is consistent with 

CDE guidance to avoid SCO applying a standard to OUSD that differs from 
standards used by other Districts within the state. 

SCO Response - Refer to Finding 11-40. The SCO agrees with CDE guidance and cited 
Education Code requirements in rhe finding. The SCOfo/lows K-12 Audit Guide 
requirements, issued by the Education Audits Appeal Panel, in auditing RAT. These 
requirements are to be.followed by all auditors in determining comphance 1,vfth state 
requirements. 

Final Agreement - SCO agreed to have the RAT and CEA auditor talk with Bonnie 
Reusch before they begin the audit so that they can discuss acceptable 
documentation to support instruction related activities. 
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