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August 5,2014

Honorable Members of the Governing Board, and
Members of the Measures A, B and Independent
Citizens” School Facilities Bond Oversight Committee
Oakland Unified Schoo! istrict

1000 Broadway, Suite 680

Oakland. CA 94607

Dear Members:

Thank you for the opportunity to be of continued scrvice to the Oakland Unitied School District. We are
pleased to present this proposal to perform the financial and comphance audits of Bond Measure B and
Bond Measure J for the year ended June 30, 2014,

STATUTORY }' QUIREMEDM 3

Bond Measure B and Bond Measure J legislation, as approved by the voters in 2006 and 2012,
respectively, include the following av  t requirements:

...annual, independent financial audit of thc bond proceeds...’
have been spent for the school facilities projects...”

“and “...until all of the proceeds

*...an annual independent performance audit to ensure that bond proceeds have been expended
only on the school facilities projects ...”

California Education Code §15286 states that:

*...the rcquired annual, independent financial and performance audits for the preceding fiscal
year shall be submitted to the citizens’ oversight committee established pursuant to Section 15278
by March 31 of ca  year. These audits shall be conducted in accordance with the Government
Auditing Standards issued by the Comptroller General of the United States for financial and
performance audits...”

Government Auditing Standards issued by the Comptroller of the United States are commonly known as
generally accepted government auditing standards (GAGAS). GAGAS for financial audits incorporates
all auditing standards generally accepted in the United States of America (US GAAS) by reference, so
financial audits under GAGAS must also comply witk 'S GAAS.
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SCOPE OF WORK

This is the first year that bond proceeds have been spent from both Bond Measure B and Bond Measure J
issuances.  We therefore will conduct a financial audit of the Combined Schedule of Measure B and
Measure J Bond Revenues and Expenditures (“Combined Schedule™) for the year ended June 30, 2013 in
accordance with GAGAS for financial audits and US GAAS. The Combined Schedule will have separate
columns for Bond Measure B and Bond Measure J.

We also will conduct a performance audit of Bond Mcasurc B and Bond | :asure J bond ecxpenditures in
accordance with GAGAS for pertormance audits to determine whether such expenditures were spent only
on the projects approved by the legislation.

Tmancial Av-¢ P~~*~med in Accord:
Acce] d Goy o Ao Cig ]
Standarcd- " ~nera’*- A--2p*~-~1n **-_U

A financial audit in accordance with GAGAS and US GAAS includes tests of your accounting records
and other procedures we consider necessary to enable us to express such an opinion. If our opinion is
other than unqualified, we will discuss the reasons with you in advance. If, for any rcason, we are unable
to complete the audit or are unable to form or have not formed an opinion, we may decline to express an
opinion or to issue a report as a result of this engagement.

In accordance with GAGAS, we also will issuc a report on our consideration of OUSD’s internal control
over financial reporting as it pertains to OUSD and on our tests of its compliance with certain provisions
of laws, regulations. contracts and grant agreements, and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting,
compliance or other matters. We will not give such an opinion. This report is an integral part of a
financial audit performed in accordance with Government Auditing Standards.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the
accounts, tests of the physical cxistence of inventories, and direct confirmation of certain assets and
liabilities by correspondence with selected creditors, and financial institutions. We will also request
written representations from your attorneys as part of the engagement, and they may bill you for
responding to this inquiry. At the conclusion of our audit, we will require certain written representations
from you about the financial statements and related matters.

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements: therefore, our audit will involve judgment about the number of transactions to be
examined and the arcas to be tested.  Also, we will plan and perform the audit to obtain reasonable
assurance about whether the financial schedules are free of material misstatement, whether from errors,
fraudulent financial reporting, misappropriation of assets, or violations of laws or governmental
regulations that arc attributable to OUSD or to acts by management or employees acting on behalf of
OUSD.
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Because an audit is designed to provide reasonable. but not absolute, assurance and because we will not
perform a detailed examination of all transactions, there is a risk that material misstatements may exist
and not be detected by us. In addition, an audit is not designed to detect 1material misstatements or
violations of laws or governmental regulations that do not have a direct and material effect on the
financial statements. Howecver. we will inform you of any material misstatements that come to our
attention. and we will inform you of any fraudulent tinancial reporting or misappropriation of assets that
comes to our attention. We will also inform you of any violations of laws or governmental regulations
that come to our attention. unless clearly inconsequential. Our responsibility as auditors is limited to the
period covered by our audit and does not extend to any later periods for which we are not engaged as
auditors.

Our audit will include obtaining an understanding of internal control sufficient to plan the audit and to
determine the nature, timing, and cxtent of audit procedures to be performed. An audit is not designed to
express an opinion or to provide any other assurance on internal control or to identity significant
deficiencies in the design or operation of internal control. Accordingly, we will not express an opinion on
the effectiveness of QUSD’s internal control. However, during the audit, if we become aware of such
significant deficiencies, we will communicate them to you.

Perform cc
Generall di s

Our performance audit will evaluate whether bond proceeds were spent only on the projects identified in
the two bond measurcs. We specifically will cvaluate the supplementary schedules of expenditures by
project to contfirm that the schedules include only projects allowed by the two bond measures, and
evaluate whether expenditures are for the specific projects listed. We also will look at internal controls
over procurement and expenditure approval.

We also will cvaluate OU! - Facilities cxpenditures funded with Measure B and Measure J for
compliance with bond measure requirements. As part of the evaluation of OUSD Facilities expenditures,
we will look at the allocation of these expenditures between Measure B and Measure J.

Because the scope of work also includes a financial audit in accordance with GAGAS and US GAAS,
certain procedures that would have been performed during a stand-alone performance audit are performed

as part of the financial audit. Any findings applicable to  oth the financial and performance audits are
included in the financial audit section of the report.

Prrmedine oo ¢~ Pnth th~ ™~ dits

A number of procedures are common to both the financial and performance audits. We maximize both
our audit effectiveness and audit efficiency by combining the procedures for both audits to the extent
practicablc.

Audit lanning

This phase will focus on understanding the District’s organization and its operating environment for the
Bond Program in order to formulate an audit strategy. This is accomplished by performing the following:
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e Test cash disbursements to determine if costs are allowable as indicated in the Bond Measure,
Public Contract Code and in accordance with District procedures and guidelines.

e Assess whether the bond roject management have achieved its stated goals and objectives by
evaluating results of programs put in place to achieve those goals and objectives.

e FEvaluate the bond project management’s ability to achieve proposed or newly established
objectives.

e Assess whether performance measures have been used as part of effective management control
systcms to measure, report and monitor project results.

e Analyze outcomcs, achicvements, and related effects for the sclected programs and activitics to
identity the overall impact of the programs- both negative and positive effects.

e Analyze project costs in relation to reported results or outcomes to obtain indicators of project
efficiency problems. Evaluate the reasonableness of project results in relation to project costs.

e Evaluate the presentation of the Schedule of Bond Measure B Revenues and Expenditures for
accuracy, clarity and complete and proper disclosure.

e As appropniate. chart trend data of project results to show the cffectiveness of the sclected
projects.

e An exit conference is convencd with appropriate personnel to summarize the audit and to discuss
our findings and reccommendations.

Deliver~-*'--

We will issue the following reports upon the completion of all of our audit proccdures:

e Independent Auditors” Report on the Combined Schedule for the ycar ended June 30, 2014. This
report will include our opinion on the Combined Schedule, and our report on the Supplementary
Schedule of Bond Mcasurc B Expenditures by Project, and Supplementary Schedule of Bond
Measure J by Project, in relation to the Combined Schedule.

e Independent Auditors’ Report on Internal Control, Compliance and Other Matters.  This report
includes our findings on internal control over the preparation of the Combined Schedule of Bond
Measure B and Bond Measure J Revenues and Expenditures, compliance with laws and
regulations, and other matters such as abuse. Please note that since the objective of a financial
audit is the expression of an opinion on the Combined Schedule of Bond Measure B and Bond
Measure J Revenues and Expenditures, we will not form an opinion on internal control.

e Independent Auditors’ Rcport on the Performance Audit. This report describes the objectives,
scope, mcethodology and results of our performance audit.

e Report to the Members of the Governing Board and 1 :mbers of the Mcasures A. B and J
Independent Citizens® Oversight Committece.  US GAAS requires us to report to those charged
with governance on certain subjects related to the planning, performance and results of our audit.
This report is issued under separate cover from the other reports.

Yano Aecconntancy pona ¢












