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Background

Discussion

Accept Audit Report for Year ending June 30, 2017, from Vavrinek, Trine & Day.

All school districts in California are required to submit their audited financial statements for
the prior fiscal year to the State of California, Department of Education. An audit report
includes the presentation of financial statements, tested by the auditor to allow the auditor to
provide an opinion as to the reliability of the statements. Auditors also test for compliance
with State and Federal programs. Independent auditors perform the audits for most districts.
Oakland USD is required, by the legislation authorizing our State loan, to have our audits
performed by the State Controller’s Office (SCO). The SCO has authorized the District to use
the independent audit firm of Vavrinek, Trine & Day (VTD), subject to review by the SCO.

VTD has completed the report and has submitted it to the SCO for final review.

e  With the completion of the 2016-17 audit, the District currently is up-to-date on the
annual audit. The opinion is “qualified” due to the lack of records for Associated Student
Body (ASB) funds (accounts held at school sites for student activities). Because ASB
records were not provided, an audit of those funds was not possible. ASB funds are often
the cause of a “qualified” opinion among school districts. Staff has started working with
principals and developing ASB procedures.

e The auditor has identified 12 findings
1. Six findings are repeats from prior years
2. Six findings are new

¢ Financial Findings (4):

1. 2017-001, ASB funds are not available for inclusion in the financial
statements: The District has a plan in place to bring ASB accounts into
compliance.

2. 2017-002, Human Resources/Payroll Internal Control Finding - Policies &
procedures designed to ensure that wages are allocated to proper funding
sources were not followed: The District now has a standing committee
comprised of key staff members from Human Resource, Payroll, Benefits and
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records not properly maintained. Sign in sheets did not supp« the reported
attendance and in some instances were poorly maintained. (Repeat finding):
New attendance reporting procedures were put into place in 2014-15, with
documentation and training, and oversight by a compliance and operations
officer. The District anticipate that the number of ASES-related audit findings
will continue to decrease in the upcoming program years.

4. 2017-012, U Micated Pupil Count for Local Control Fundii Formula
(LCFF): Since audit year 2014-15 (to current year) the District has made
considerable improvements to the intake process, including requiring the
enrollment attendant to follow up with the outgoing school districts when a
student transfers in. The timelines for CALPADs reporting are also closely
monitored, to ensure that any discrepancies between the information in Aeries and
in CALPADS are resolved prior to the deadline for submission. The District has
one full time employee responsible for CALPADS submissions and a team of
enrollment and attendance staff who follow up as needed to ensure accurate
reporting. The District will review the English Learner (EL) pupil identification
process, implement appropriate procedures and ensure adequate training is
provided.

Acceptance by Board of Education of the Audit Report for Year ended June 30, 2017 from
Vavrinek Trine and Day.

Summary Presentation PT)
Audit Report for Year ended June 30, 2017



December 15, 2017

Oakland Unified School District
Oakland, CA

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate rc ining fund information of the Oakland Unified School District (the District) for the year
ended June 30, 2017. Professional s dards require that we provide you with information about our
responsibilities under generally accepted auditing standards, Government Auditing Standards and
Uniform Grant Guidance, as well as certain information related to the planned scope and timing of our
audit. We have communicated such information in our letter to you dated March 20, 2017. Professional
standards also require that we communicate to you the following information related to our audit.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are described in note 2 to the financial statements. No new
accounting policies were adopted that materially impact the financial statements. The application of
existing policies was not changed during the year. We noted no transactions entered by the District
during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements were
the following:

Management’s estimate of the ultimate outcome related to compliance related questioned
costs, net pension liability, risk management claims liabilities, depreciation expense and capital

asset valuation.

We evaluated the key factors and assumptions used to develop these estimates in determining that they
are reasonable in relation to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no difficulties in dealing with management in performing and completing our audit.
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Corrected and Uncorrected Misstatements — Financial

Professional standards require us to accumulate all known and likely misstatements identified during
the audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. The reconciliation of the annual financial and but :t report with audited financial
statement on page 70 of the financial report, identifies the audit ~ ustments.

Corrected and Uncorrected Misstatements — Compliance

Professional standards require us to accumulate all known and likely instances of noncompliance
identified during the audit, other than those that are clearly trivial, and communicate them to the
appropriate level of management. Such instances of noncompliance are described in the schedule of
findings and questioned costs on pages 93 to 116 of the financial report.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether resolved to our satisfaction or not, that could be significant to the financial
statements or the auditor's report. We are pleased to report that no such disagreements arose during
our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated December 15, 2017.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a "second opinion" on certain situations. If a consultation
involves application of an accounting principle to District's financial statements or a determination of
the type of auditor's opinion that may be expressed on those statements, our professional standards
require the consulting accountant to check with us to determine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the District's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Matters

We applied certain limited procedures to required supplementary information, as identified in the table
of contents of the financial report, which are required supplementary information (RS!) that
supplements the basic financial statements. Our procedures consisted of inquiries 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 knowledge we
obtained during our 1dit of the basic financial statements. We did not audit the RSl and do not express
an opinion or provide any assurance on the RSI.

We were engaged to report on supplementary information, as identified in the table of contents of the
financial report, which accompany the financial statements. With respect to this supplementary
information, we made certain it iiries of management and evaluated the form, content, and methods
of preparing the information to determine that the information complies with accounting principles
generally accepted in the United States of America, the method of preparing it has not changed from
the prior period, and the information is appropriate and complete in relation to our audit of the financial
statements. We compared and reconciled the supplementary information to the underlying accounting
records used to prepare the financial statements or to the financial statements themselves.

The schedule of financial trends and analysis on pages 74 of the financial report displays past years’ data
along with current year budget information. These trend disclosures are used to evaluate the financial
health of the District. Management has also included a summary of their plans to increase available
reserves to the state  indated levels by the end of the next fiscal year.

Restriction on Use

This information is intended solely for the use of governing board and management of the District and is
not intended to be, and should not be, used by anyone other than these specified parties.

Very truly yours,

\/zur;v\ﬂ\h /Y:“'\ —_— -

Palo Alto, California
December 15, 2017
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