





Gi ol Prcon Pecp gl il

June 14, 2013

Governing Board

Oakland Unified School District
1011 Union Street

Oakland, CA 94607

We arc pleased to confirm our understanding of the services we are to provide Oakland Unitied School
District (the District) (OUSD) for the years ending June 30, 2012 and 1ne 30, 2013. We will audit the
financial statements of the governmental activities, each major fund, and the aggregate remaining fund
information, which collectively comprise the basic financial statements of the District as of June 30, 2012
and June 30, 2013, and for the years then ended.

It is understood by the District that our audit of the 2012 fiscal year will require us to test the year-
end 2011 ending b nce sheet balances sufficient for us to be satisfied wi  the fiscal 2012 beginning
balances for the purposes of expressing opinions on the Statement of Activities (entity-wide financial
statements) and the Statements of Revenues, Expenditures and Changes in und Balances, including the
respective reconciliations of the governmental funds® balances to the entity-wide financial statements, and
cash flows, where applical

Accounting standards generally accepted in the United States provide for certain re ired supplementary
information (RSI), such as management's discussion and analysis (MD&A), to supplement the District's
basic financial statements. Such information, . hough 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. As part of our engagement, we will apply certain limited procedures to the District's
RSI in accordance with auditing standards generally accepted in the United States of America. These
limited procedures will consist of inquirics of management regarding 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 nowledge we obtained during our audit of the basic financial
statements. We will 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. The following R! is required by generally accepted accounting princij s and will be
subjected to certain limited procedures, but will not be audited:

1) Management's discussion and analysis.
2) Budgetary comparison schedule for General and County School Service Funds
3) Other Post Employment encfits (OPEB) funding progress

Supplementary information other than Sl also accompanies 1e District's financial statements. We
will subject the following supplementary information to the auditing procedures applied in our 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 accordance with
auditing standards generally accepted in the United States of America and will provide an opinion on it in
relation to the financial statements as a whole:
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1) Schedule of expenditures of federal awards

2) Other schedules required by the Standards and Procedures for Audits of California K-12 Local
Education Agencies 2011-12 and 2012-13

3) Combining Statements — Non-Major Governmental funds

Audit Ol ctives

The objective of our audits is the expression of opinions as to whether your basic financial statements are
fairly presented, in all material respects, in conformity with U.S. generally accepted accounting principles
and to report on the fairness of the supplementary information referred to in the second paragraph when
considered in relation to the financial statements as a whole. The objective also includes reporting on—

+ Internal control related to the financial statements and compliance wi  laws, regulations, and the
provisions of contracts or grant agreements, noncompliance with which could have a material
effect on the financial statements in accordance with Government Auditing Standards.

« Internal control related to major programs and an opinion (or disclaimer of opinion) on
compliance with laws, regulations, and the provisions of contracts or grant agreements that could
have a dircct and material effect on cach major program in accordance with e Single Audit Act
Amendments of 1996 and OMB Circular A-133. Audits of States, Local Governments, and Non-
Profit Organizations.

The reports on internal control and compliance will each include a statement that ¢ report is intended
solely for the information and use of management, the body or individuals charged with governance,
others within the entity, specific legislative or regulatory bodies, federal awarding agencies, and if
applicable, pass-through cntities and is not intended to be and should not be used by anyone other than
these specified parties.

Our audits will be conducted in accordance with auditing standards generally accepted in the United
States of America; the standards for financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; the Single Audit Act Amendments of 1996; and the
provisions of OMB Circular A-133, and will include tests of accounting records, a determination of
major program(s) in accordance with OMB Circular A-133, and other procedures, including Standards
and Procedures for Audits of California K-12 Local Educational Agencies 2011-12 and 2012-13 issued
by the California Education Au t Appeals Panel as regulations, we consider necessary to enable us to
express such opinions and to render the required reports. If our  inions on the financial statements or the
Single Audit compliance opinions are other than unqualified, we will fully discuss the reasons with you in
advance. If, for any reason, we are unable to complete the audit or are unable to form or have not formed
opinions, we may decline to express opinions or to issue a report as a result of this engagement.

I nagement Responsibilities

Management is responsible for the basic financial statements and.  accompanying information as well as

representations contained therein. Management is also responsible for identifying government award
programs and understanding and complying with the compliance requirements, and for preparation of the
schedule of expenditures of federal awards in accordance with the requirements of O] Circular A-133.
As part of the audit, we will assist with preparation of your financial statements, schedule of expenditures
of federal awards, and rclated notes. You are responsible for making all management decisions and
performing all management functions relating to the financial statements, schedule of expenditures of
federal awards, and related notes and for accepting full responsibility for such decisions. You will be
required to acknowledge in the management representation letter our assistance with preparation of the
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An audit is not designed to provide assurance on internal control or to identify significant deficiencies.
However, during the audit, we will communicate to management and thosc charged with governance
internal control related matters that are required to be communicated under AICPA professional
standards. Government Auditing Standards, and OMB Circular A-133.

Audit Procedures—Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we will perform tests of the District's compliance with applicable laws and regulations
and the provisions of contracts and agreements, including grant agreements. However, the objective of
those procedures will not be to provide an opinion on overall compliance and we will not express such an
opinion in our report on compliance issued pursuant to Govermnent Auditing Standards.

OMB Circular A-133 requires that we also plan and perform the audit to obtain reasonable assurance
about whether the auditec has complied with applical : laws and regulations and the provisions of
contracts and grant agreements applicable to major programs. Our procedures will consist of tests
of transactions and other applicable procedures described in thc OMB Circular A-133 Compliance
Supplement and related addenda for the types of compliance requirements that could have a direct
and material effect on each of the District's major programs. The purpose of these procedures will be
to express an opinion on the District's compliance with requirements applicablc to cach of its major
programs in our report on compliance issued pursuant to OMB Circt  r A-133.

Administration, Fees, and Other

We may from time to time, and depending on the ctrcumstances, use third-party service providers in
serving your account. We may share confidential information about you with these service providers,
but remain committed to maintaining the confidentiality and sccurity of your information. Accordingly,
we maintain internal policies, procedures, and safeguards to protect the confidentiality of your personal
information. In addition, we will secure confidentiality agrcements with . service providers to maintain
the confidentiality of your information and we will take reasonable precautions to determine that they
have appropriate procedures in place to prevent the unauthorized release of your confidential information
to others. In the event that we are unable to sccure an appropriate confidentiality agreement, you will be
asked to provide your consent prior to the sharing of your confidential information with the third-party
service provider. Furthermore, we will remain responsible for the work provided by any such third-party
service providers.

At the conclusion of each engagement, we will complete the appropriate sections of the Data Collection
Form that summarizes our audit findings. It is management's responsibility to submit the reporting
package (including financial statcments, s cdulc of expenditures of federal awards, summary schedule of
prior audit findings, auditor’s reports, and corrective action plan) along with the ata Collection Form to
the federal audit clearinghouse. We will coordinate with you the electronic submission and certification.
If applicable, we will provide copies of our report for you to include with the r  orting package you will
submit to pass-through entities. The Data Collection Form and the reporting package must be submitted
within the carlier of 30 days after receipt of the auditor’s reports or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the cognizant or oversight agency for audits.

The audit documentation for this cngagement is the property of Vavrinek, Trine, Day & Co., LLP (VTD)
and constitutes confidential information. However, pursuant to authority given by law or regulation,
we may be requested to make certain audit documentation available to thc Statc of California, State
Controller's Office, or its designee, a federal agency providing direct or indirect funding, or the U.S.
Government Accountability Office for purposes of a quality review of the audit, to resolve audit findings,
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or to carry out oversight responsibilities. We will notify you of any such request. If requested, access
to such audit documentation will be provided under the supcrvision of Vavrinek, Trine, Day & Co.,
LLP personnel. Furthermore, upon request, we may provide copies of selected audit documentation to
the aforementioned parties. These parties may intend, or decide, to distribute the copies or information
contained therein to others, including other governmental agencics.

The audit documentation for this engagement will be retained for a minimum of seven years after the
report release or for any additional period requested. If we are aware that a federal awarding agency, pass-
through entity, or auditee is contesting an audit finding, we will contact the party(ies) contesting the audit
finding for guidance prior to destroying the audit documentation.

Lconard Danna is the engagement partner and is responsible for supervising the cngagement and signing
the reports or authorizing another individual to sign them. Our standard hourly rates vary according to the
degree of responsibility involved and the experience level of the personnel assigned to your audit.

At your request. we have provided two separate fee quotes for each year, one assuming we perform the
entire audit, including federal and State compliance procedures. and the other assuming we only perform
the financial statement audit, presumably meaning that SCO would continue to perform the federal and
State compliance procedurcs. Such fees arc listed below:

Schedule of Proposed Fees
Including Excluding
~~pliance ~mpliance

Audit of 2012 Beginning Balances S 25,000 $ 25,000

2011-2012 Annual Audit 249,000 167,000

2012-2013 Annual Audit 177,000 113,000
Totals € 451,000 ¢ 305,000

Our fees are quoted on a not to exceed basis for the services identified and include a out of pocket
expenses expected to be incurred by us on your behalf. We have discounted our rates by approximately
10% as shown on the following page. The 2012 and 2013 audit fees assume VTD will prepare the  aft
financial statements. If the District prepares the drafts, VD will reduce its fee by $§12,000 for each fiscal
year

It is our expectation that our workpapers will be subjected to a Quality Control Review (QCR) by the
SCO. We have had substantial experience with QCR’s and they can be cxtremely time-consuming.
We are not able to estimate the time that it may take in the event of a QCR because of the inherent
unpredictability of the possible comments that may arise. ~ ¢ fees listed above do not include any time
and resources that we may have to expend in the QCR process. Time spent in the QCR process will be
billed to you separately at our standard hourly rates. discounted by 10%. plus out of pocket expenses
incurred by us on your behalf,

Should the scope of the engagement change, we will of course modify our estimated hours and revise our
cost cstimates appropriately. If the actual hours and dollars turn out to be less than estimated, we will bill
you only for the actual time, again discounted at 10%.
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Additional audit fccs may be assessed if additional auditing scrvices are provided for additional audit
procedures required due to the lack of preparation for the audit on the part of the District. These fees
shall be in addition to the above maximum fee for audit services. Our invoices for these fees will be
rendered each month as work progresses and are payable on presentation. In accordance with our firm
policies. work may be suspended if your account becomes 90 days or more overdue and may not be
resumed until your account is paid in full. If we clect to terminate our services for nonpayment, our
engagement will be deemed to have been completed upon written notification of termination, even if
we have not completed our report(s). You will be obligated to cor ensate us for all time expended and
to reimburse us for all out-of-pocket costs through the date of termination. 1e above fee is based on
anticipated cooperation from your personnel and the assumption that unexpected circumstances will not
be encountered during the audit. If significant additional time is necessary, we will discuss it with you and
arrive at a new fee estimate before we incur the additional costs.

If a dispute arise amount the partics hereto, the parties agrec st to try in good faith to settle the
dispute by mediation administered by the American Arbitration Association under its Commercial
Mediation Rules before resorting to litigation. The costs of any mediation procee ngs shall be shared
equally by all parties. The District and Auditors oth agree that any dispute over fees charged by the
accountant to the client will be submitted for resolution by arbitration in accordance with the rules of

the American Arbitration Association. Such arbitration will nding and final. IN AGE ZING
TO ARBITRATION, WE BOTH ACKNOWLEDGE THAT, HE EN NT ¢ DISPUTE OVER
1 ES, EACH OF US IS GIVING UP THE RIGHT TO HAVE ~ DISPUTE DICIDED IN A COURT

OF LAW BEFORE A JUDGE OR JURY Al ' INSTEAD WE ARE ACCEPTING THE USE OF
ARBITRATION FOR RESOLUTION.

Vavrinek, Trine, Day & Co., LLP has owners that are not licensed as certified public accountants as
permiticd under Section 5079 of the California Business and  rofessions Code. It is not anticipated that
any of the non-licensee owners will be performing audit services for the agency.

Government Auditing Standards require that we provide you with a copy of our most recent external peer
review report and any letter of comment, and any subsequent peer review reports and letters of comment
received during the period of the contract.
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We appreciate the opportunity to be of service to Oakland School District and believe this letter
accurately summarizes the significant terms of our engagement. It you have any questions, pleasc let us
know. If you agree with the terms of our engagement as described in this letter, please sign the enclosed
copy and return it to us.

Yours very truly,

Leonard Danna
of Vavrinek, Trine. Day & Co., LLP

Additional Contract Requirements

1. Licenses and Permits: VTD shall obtain and keep in force all licenses, permits, and certificates
necessary for the performance of this Agreement.

2. Assignment: The obligations of VTD under this Agreement shall not be assigned by VTD without
the express prior written consent of OUSD.

3. Anti-Discrimination. It is the policy of OUSD that in connection with all work performed under
Contracts there be no discrimination against any cmployee engaged in the work because of racc,
color. ancestry, national origin, religious creed, physical disability, medical condition, marital status,
sexual orientation, gender, or age and therefore the VTD agrees to comply with applicable Federal
and California laws including, but not limited to. the California Fair Employment and Housing Act
beginning with Government Code Section 12900 and Labor Code Section 1735 and OUSD policy.
In addition, the VTD agrees to require likc compliance by all its subcontractor(s). Contractor shall
not engage in unlawful discrimination in employment on the basis of actual or perceived; race,
color. national origin, ancestry, religion, age, marital status, pregnancy, physical or mental disability,
medical condition, veteran status, gender, sex or sexual orientation.

4. rug ree/Smoke Free Policy. No drugs. alcohol, and/or smoking are allowed at any time in any
buildings and/or grounds on OUSD property.

5. Commercial General Liability Insurance: Unless ecifically waived by OUSD, the following
insurance is required:

i. If VID employs any person to perform work in connection with this Agreement, VTD
shall procure and maintain at all times during the performance of such work, Workers'
Compensation Insurance in conformance with the laws of the State of California and Federal
laws when applicable. Employers' Liability Insurance shall not be less than One Million
Dollars ($1,000.000) per accident or discase.

it.  VTD shall maintain Commercial General Liability insurance, including automobile coverage
with limits of One Million Dollars ($1,000,000) per occurrence tor bodily injury and property
damage. The coverage shall be primary as to OUSD and shall name OUSD as an additional
insured. Evidence of insurance must be attached. Endorsement of OUSD as an additional
insured shall not affect OUSD’s rights to any claim, demand, suit or judgment made, brought
or recovered against VTD. The policy shall protect VTD and OUSD in the same manner
as though each were separately issued. Nothing in said policy shall operate to increase the
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Approved As to Form



