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Approval of the Letter of Engagement with Yano Accountancy for 
the Year End June 30, 2014 Measure B and J Compliance Audit 

Approval of the Letter of Engagement with Ya no Accountancy for 
the Year End June 30, 2014 Measure B and J Compliance Audit 

The California Education Code requires an annual audit be submitted to the 
citizens' oversight committee for Measure B and J bond funds. Yano 
Accountancy, an Oakland based CPA firm has conducted the audit of 
Measure B bond funds for several years. 

Under the Letter of Engagement, Yano Accountancy is being retained to 
conduct the annual audit for Measures B and J as provided by the voter 
approved bonds. The current letter of engagement covers the 2013-14 
audit at a sum not to exceed $53,000 

Approval of the Letter of Engagement with Yano Accountancy for 
the Year End June 30, 2014 Measure B and J Compliance Audit 

Funding resource name: Measure B/J -- not to exceed $53,000 

• Letter of Engagement 



Litigation and Financial Consulting • Forensic Accounting 
Certified Public Accountants 

Honorabl e Members of the Govern ing Board, and 
Members of the Measures A, B and J Independent 
Citizens' School Faciliti es Bond Oversight Commi ttee 
Oakland Unifi ed School District 
1000 Broadway, Suite 680 
Oakl and , CA 94607 

Dear Members: 

August 5, 20 14 

Thank you for the opportun ity to be of continued service to the Oakland Un ified School Di strict. We are 
pl eased to present thi s proposal to perfo1111 the fi nanc ial and compliance audits of Bond Measure B and 
Bond Measure J fo r the yea r ended June 30, 20 14. 

STATUTORY REQUIREMENTS 

Bond Measure B and Bond Measure J legis lat ion, as approved by the voters in 2006 and 201 2, 
respectively, include the fo llowing audit requirements : 

" . . . annua l, independent fi nancial aud it of the bond proceeds ... " and " .. . until all of the proceeds 
have been spent for the school fac ilities projects ... " 

" . .. an annual independent perfo1111ance audi t to ensure that bond proceeds have been expended 
only on the school fac ilities proj ects .. . " 

Ca li forn ia Educati on Code ~ 15286 states that: 

" . . . the requ ired annual, independent financial and perfo rmance audits for the preceding fi scal 
year sha ll be submi tted to the citizens' oversight committee establi shed pursuant to Section 15278 
by March 31 of each year. These aud its sha ll be conducted in accordance with the Government 
Auditing Standards issued by the Comptro ller Genera l of the United States fo r fin ancial and 
performance audi ts . . . " 

Government Auditing Standards issued by the Comptro ller of the United States are commonly known as 
generall y accepted government auditing standards (GAGAS). GAGAS fo r fin anci al audits incorporates 
a ll aud iting standards genera ll y accepted in the United States of Ameri ca (US GAAS) by reference, so 
financ ial audits under GAGAS must also comply with US GAAS . 

6051 Girvin Drive • Oakland , CA 94611-2458 
Tel: 510/482-9970 • Fax: 510/482-9042 
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SCOPE OF WORK 

Thi s is the first yea r that bond proceeds have been spent from both Bond Measure B and Bond Measure J 
issuances. We therefore w ill conduct a financ ial audit of the Combined Schedule of Measure B and 
Measure .J Bond Revenues and Expenditures ("Combined Schedule") for the year ended June 30, 20 13 in 
accordance w ith GAGAS for financial audits and US GAAS. The Combined Schedule will have separate 
co lumns fo r Bond Measure B and Bond Measure J. 

We a lso wi ll conduct a performance audit of Bond Measure Band Bond Measure J bond expenditures in 
accordance with GAGAS for perforn1ance audits to determine whether such expenditures were spent only 
on the proj ects approved by the legislation . 

Financial Audits Performed in Accordance With Generally 
Accepted Government Auditing Standards And Auditing 
Standards Generally Accepted in the United States Of America 

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 unqualifi ed, we wi ll di scuss the reasons w ith you in advance. If, for any reason , we are unable 
to complete the audit or are unabl e to form or have not formed an opinion , we may decline to express an 
opinion or to issue a report as a result of thi s engagement. 

In accordance with GAGAS, we also wi ll issue a repo11 on our consideration of OUSD ' s internal control 
over financia l reporting as it pertains to OUSD and on our tests of its compliance with certain provisions 
of laws, regul ati ons, contracts and grant agreements , and other matters. The purpose of that report is to 
describe the scope of our testing of internal contro l over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on the interna l control over financial reporting, 
compliance or other matters. We will not give such an opinion. Thi s report is an integral part of a 
financia l audit performed in accordance with Government Auditing Standards . 

Our procedures w i II include tests of documentary ev idence supporting the transactions recorded in the 
accounts, tests of the physica l existence of inventories , and direct confirmation of ce11ain assets and 
li abilities by correspondence with se lected creditors, and financ ial institutions. We will al so request 
written representations from your attorneys as part of the engagement, and they may bill you for 
responding to thi s inquiry . At the conclusion of our audit, we will require cer1ain written representations 
from you about the financia l statements and re lated matters. 

An audit includes examining, on a test basis, evidence suppor1ing the amounts and disclosures in the 
fin ancial statements; therefore, our audit will involve judgment about the number of transactions to be 
examined and the areas to be tested . Also, we will plan and perfom1 the audit to obtain reasonable 
assurance about whether the financ ial schedules are free of material mi sstatement, whether from errors , 
fraudulent financial reporting, mi sappropriation of assets, or violations of laws or governmental 
regulations that are attributable to OUSD or to acts by management or employees acting on behalf of 
OUSD. 
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Because an audit is des igned to provide reasonab le, bu t not abso lute, assurance and because we will not 
perform a detailed examinati on of all transactions, there is a ri sk that material mi sstatements may exist 
and not be detected by us. In addition, an audit is not designed to detect immaterial mi sstatements or 
vio lati ons of Jaws or governmenta l regulations that do not have a direct and materi al effect on the 
fin ancial statements. However, we wi ll infom1 you of any materi al misstatements that come to our 
attenti on, and we will inform you of any fra udulent fi nancial reporting or misappropriation of assets that 
comes to our attention. We w ill also in fo1111 you of any v iolations of laws or governmental regulations 
that come to our attention, unless clearl y inconsequentia l. Our responsibility as auditors is limited to the 
pe ri od covered by our audit and does not extend to any later periods for which we are not engaged as 
aud itors. 

Our aud it w ill include obtaining an understanding of internal control suffi c ient to plan the audit and to 
detem1ine the nature, timing, and extent of audit procedures to be perfom1ed. An audit is not designed to 
express an opinion or to prov ide any other assurance on internal control or to identify significant 
deficiencies in the des ign or operation of internal control. Accordingly, we will not express an opinion on 
the effecti veness of OUSD 's internal control. However, during the audit, if we become aware of such 
signi ficant defi ciencies, we will communi cate them to you. 

Performance Audits Performed in Accordance With 
Generally Accepted Government Auditing Standards 

Our perfo rmance audit w ill evaluate whether bond proceeds were spent only on the projects identified in 
the two bond measures. W e specifically will eva luate the suppl ementary schedules of expenditures by 
project to confi1111 that the schedules include on ly proj ects allowed by the two bond measures, and 
evaluate whether expenditures are fo r the specific proj ects li sted. We also will look at internal controls 
over procurement and expenditure approval. 

We also will eva luate OUSD Facilities expendi tures fu nded with Measure B and Measure J for 
compliance with bond measure requirements. As paii of the evaluation of OUSD Facilities expenditures , 
we will look at the all ocation of these expenditures between Measure B and Measure J. 

Because the scope of work also includes a financia l audi t in accordance with GAGAS and US GAAS , 
certain procedures that would have been performed during a stand-alone perforn1ance audit are performed 
as part of the fi nancial audit. Any findings applicabl e to both the financial and performance audits are 
included in the fi nanc ial audit section of the report. 

Procedures Common to Both the Financial And Performance Audits 

A number of procedures are common to both the fi nancial and perfo rmance audits. We maximize both 
our audi t effectiveness and audit effic iency by combining the procedures for both audits to the extent 
practi cable. 

Audit Planning 

This phase will focus on understanding the District's organization and its opera ting environment for the 
Bond Program in order to formul ate an audit strategy. Thi s is accomplished by performing the followin g: 
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• Conduct an entrance conference with appropriate personnel to discuss areas of concern, new 
developments , background information, time fra mes and the appropri ate lines of communication . 

• Prepare a document request of the schedules , statements and documents necessary to complete 
the aud it. Normally the document request is g iven to the cli en t in advance in order to a ll ow 
sufficient time to compile the information. 

• Review of any prior year 's audits that disclose infonnation about the Dish·ict 's bond funds or 
program. 

• Perform risk assessments to evaluate aud it risk considerations will be prepared for material 
account balances and classes of transactions to identi fy areas and types of testing to be performed . 

• Determine materiality leve ls will be determined for each fund and account type . 

• Prepare aud it programs to best accomplish our audit obj ectives. 

Follow-Up on Prior-Year Audit Findings 

GAGAS for both financia l and perfonnance audits require that we follow up on prior-year audit findings 
of all re levant audits. Accordingly, we will fo llow up on not only any findi ngs from our prior year 
financial and perfo rmance audits, but also on all relevant audit findings fro m other audits performed on 
OUSD. 

Internal Controls 

This phase concentrates on the evaluation of the organization ' s internal controls and tests of compli ance. 
We wi ll obtai n an understanding and evaluate OUSD ' s interna l control structure for the bond program 
and test transactions as deemed necessary. In this phase, the engagement team will ga in a greater 
understanding of the OUSD ' s bond program and obtain information necessary to select specific areas for 
furth er eva luation in the detai led phase . The significant internal control cycles we wi ll evaluate are the 
following : 

• Bond revenues and cash management 

• Purchasing and cash disbursements 

• Payroll and persom1el policies and procedures 

• Procurement policies and practices 

• Compli ance with app li cable state laws, regul ations , guidelines 

Substantive Procedures 

Based on our review of interna l controls, we wi ll assess how well OUSD has met its goals and perform 
detailed testing of balances and transactions of the District's Building fund , with an emphasis on the 
allowabili ty , reasonableness and accounting on the accrual basis. Tn order to accompli sh these tasks, the 
fo llowing approach w ill be taken: 

• Substantive testing of ma terial account balances is perfom1ed in order to ensure appropriateness , 
allowabi lity and reasonableness. 
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• Test cash disbursements to determine if costs are allowable as indicated in the Bond Measure, 
Public Contract Code and in accordance with Di stri ct procedures and guidelines . 

• Assess whether the bond project management have achieved its stated goals and objectives by 
evaluating results of p rograms put in place to achieve those goals and obj ect ives . 

• Evaluate the bond proj ect management 's ability to achieve proposed or newly estab li shed 
objectives. 

• Assess whether perfom1ance measures have been used as part of effective management contro l 
systems to measure, report and monitor project results. 

• Ana lyze outcomes, achievements, and related effects for the se lected programs and activities to 
identi fy the overall impact of the programs- both negati ve and positive effects. 

• Ana lyze project costs in relation to reported resu lts or outcomes to obta in indicators of project 
effic iency problems. Evaluate the reasonableness of project resu lts in relation to project costs. 

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

• As appropriate, chart trend data of project results to show the effectiveness of the se lected 
proj ects. 

• An exit conference is convened with appropriate personnel to summarize the audit and to di scuss 
our findings and recommendations. 

Deliverables 

We wi ll issue the fo llowing reports upon the completion of all of our audit procedures: 

• Independent Auditors ' Report on the Combined Schedule for the year ended June 30, 2014. This 
report will include our opinion on the Combined Schedule, and our report on the Supplementary 
Schedule of Bond Measure B Expend itures by Proj ect, and Supplementary Schedu le of Bond 
Measure J by Proj ect, in re lation to the Combined Schedule. 

• Independent Auditors ' Report on Internal Control , Compli ance and Other Matters. Thi s 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 
regu lations, and other matters such as abuse. Please note that since the objective of a financi al 
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 fom1 an opinion on internal contro l. 

• Independent Auditors ' Report on the Performance Audit. This report describes the objectives, 
scope, methodology and results of our perfom1ance audit. 

• Report to the Members of the Governing Board and Members of the Measures A, B and J 
Independent Citizens ' Oversight Committee. 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. 
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OUSD Management Responsibilities 

OUSD management has a number of responsibil iti es as part of an audit in accordance with GA GAS and 
US GAAS. These responsibilities include the establishment and maintenance of adequate records and 
effective internal contro ls over fi nancial reporti ng, the selection and application of accounting principles, 
and the safeguarding of assets. OU SD management is also responsible for adjusting the financial 
schedule to correct materi al mi sstatements and for confi1111ing to us in the management representation 
letter that the effects of any uncon-ected misstatements aggregated by us during the cun-ent engagement 
and pertaining to the latest period presented are inm1ateri al, both individually and in the aggregate, to the 
fin ancial schedule taken as a whole. 

OUSD management is responsible fo r the design and implementation of programs and controls to prevent 
and detect fraud, and for infonning us about all known or suspected fraud affecting the company 
involving (a) management, (b) employees who have sign ificant ro les in internal control , and (c) others 
where the fraud could have a materi al effect on the financial schedule. OUSD management is also 
responsible fo r inforn1ing us of your knowl edge of any allegations of fraud or suspected fraud affecting 
the company received in communications from employees, fo1mer employees, regulators, or others. ln 
addition, OUSD management is responsible for identifying and ensuring that OUSD complies with 
applicable laws and regulations. 

YOUR A UDIT T EAM 

The Yano Accountancy Corporation/BCA Watson Rice (YAC/BCA) team will again be your audit team. 
The Y AC/BCA team has perfom1ed the Measure B fin ancial and perfomiance audits for the years ended 
June 30, 20 1 1-20 13, and BCA Watson Rice led the Measure B audi ts for the years ended June 30, 2007-
2010. 

Eugene Yano, MBA, CPA; Valeri e Logan, CPA; and Katherine Yoshii , MA will again form the core 
audit team. Eugene is the YAC Managing Principal and has led the Measure B audits for each of the past 
three years. Va lerie, from BCA Watson Rice, has worked with Y AC on the past two audits, and was pa1t 
of the audit team prior to Y AC becoming the lead fi rm. Katherine, from Y AC, has led the fi eldwork for 
each of the past tlu·ee years. 

PEER REVIEW 

In compl iance with GAGAS , our most recent peer review report is publicly available on the American 
Insti tute of CPAs website at: 

https :/ /peerrevi ew .a i cpa .org/pu b 1 icfi le/DocDefa u lt.aspx 

We received a peer review rating of "Pass'', a conclusion that our system of quality control has been 
sui tably des igned and complied with to provide us with reasonable assurance of perfom1ing and reporting 
in confonnity with applicabl e professional standards in all materia l respects. 
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TIMING AND FEES 

The following timeline will serve as a guide to give OUSD an indication of our proposed schedule. We 
will modify this schedule to meet the needs of OUSD: 

Conduct an entrance conference with appropriate personnel 

Planning phase 
Interim field work 
Detailed field work 
Preliminary report 
Draft and final report 

Number of Days 
Start date to be 

determined 
Day 1 

Days 1-5 
Days 6-25 

Days 26-29 
Days 30-40 

The proposed fee for the audits for the year ended June 30, 2014 audits is $53,000. The reason for the 
increase from the June 30, 2013 audit fee of $33 , 160 is that we are required to give an opinion on both 
Measure B and Measure J expenditures as if they were separate funds , even if we present both funds in 
one audit report. We will gain some efficiencies by performing the audits of both funds at the same time. 

Our proposed fee is based on the scope of work described in this engagement letter. Should there be any 
changes to the scope of the work, we will contact you promptly to discuss any fee adjustments . Examples 
of scope changes include the issuance of separate audit reports on Measure B and Measure J, and the 
review of any reports that includes our audit repo11s, either in whole or excerpts. The review of other 
reports that includes infomrntion included in our audit report (either in whole or in part) is a recent US 
GAAS requirement. 

• • • • • 
Again, we appreciate the opp01tunity to be of service to OUSD. You have my personal commitment, as 
well as that of all BCA Watson Rice and Yano Accountancy Corporation professionals, to quality and 
timely service. Please contact me at 510/482-9970 if you have any questions . 

Sincerely, 



Agreement with Yano Accountancy Corporation Year End 2013-14 
Measure B and J Bonds Audit 

IN WITNESS WHEREOF, the parties hereto agreed to be bound and 
have executed this Agreement on the day first mentioned above. 

A 

President, ducation 
Oakland Unified School District 

Approved As to Form 

OUSD or the District verifies that 
the Contractor does not appear on 
the Excluded Parties List at 
www.epls.gov/epls/search.do. 
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