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We were engaged to conduct a Performance Audit, subject to the terms of our engagement letter dated July 27,
2010,

We have conducted a Performance Audit of Bast Side Union High School District (the Disirict) General
Obligation Bond Fund (the Fund) as described in accordance with our Engagement Letter.

We conducted our performance audit in accordance with the standards applicable to performance audits contained
in Government Awuditing Standards, 13sued by the Comptroller General of the United States, Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our conclusion based on our audit objectives. We beliave that the evidence obtained provides a reasonable
basis for our conclusions based on our audit objectives.

Our andit was limited te the objectives listed below which includes determining the District's compliance with the
performance requirements as referred to in Proposition 39 and cutlined in Article XTITA, Section I(b}(3C) of the
California Constitution. Management is respongible for the District's compliance with those requirements,

In planning and performing our performance audit, we obtained an understanding of the District's internal control
in order to determine if the internal confrols were adequate to help ensure the Disirict's compliance with the
requirements of Proposition 39 as outlined in Article XIIIA, Section 1 (b)(3){C) of the California Constitution.
Accordingly, we do not exprass an opinion on the effectiveness of the District's internal control.

The resulis of our tests indicated that the District expended Measure G General Obligation Bond funds only for
the specific projects approved by the voters, in accordance with Proposition 39 and outhined in Article XIIIA,
Section 1 (bY(3)( C} of the California Constitution.
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Authorfty for Issuance

The Measure G Bonds were issued pursuant to the Constitution and laws of the State of California (the
State), including the provisions of Chapters 1 and 1.5 of Part 10 of the California Bducation Code, and
other applicable provisions of law, The Bonds were authorized to be issued by a resolution adopted by
the Board of Supervisors of the County (the Resolution), pursuant to a request of the Distriet made by a
resolution adopted by the Board of Education of the District.

The District received authorization at an election held on November 5, 2002, to issue bonds of the
District in an aggregate principal amount not to exceed $298,000,000 to finance specific construction
and renovation projects approved by eligible voters within the District. The proposition required
approval by at least 55 percent of the votes cast by eligible voters within the District.

Purpose of 1ssue

The net proceeds of the Bonds and any other series of general obligation bonds issued under the
Authorization will be used for the purposes specifiad in the District bond measure submitted at the
Blection, which include modetnization and consfruction of Facilities at various sites within the District.

Objective of the Audit

1. Determine whether expenditures charged (o the Bond Fund have been made in accordance
with the bond project list approved by the voters through the approval of Measure G.
2. Determine whether salary transactions charged to the Bond Fund were in support of Measure G
and not for District general administration or operations.

Scope

The scope of our performance audit covered the period of July 1, 2009 to June 30, 2010, The
population of expenditures tested included all objsct and project codes associated with the bond
projects. The propriety of expenditures for capital projects and maintenance projects funded
through other State or local funding sources, other than proceeds of the bonds, were not included
within the sccpe of the audit. Expenditures incurred subsequent to June 30, 2010 were not
reviewed or included within the scope of our audit or in this report

Methodology

Our methodology, including the procedures identified above, was designed io obiain sufficient,
appropriate and relevant evidence to the extent necessary to address objectives of the engagement stated
above, reduce the andit risk to an acceptable level, and provide reasonable assurance that our findings and
conclusions are properly supported.

Criteria

1. Published Bond Election Materials.
2. Disirict Facilities Procedures.



Procedures Performed

We obtained the general ledger and the project expenditure reports prepared by the District for the fiscal
year ended June 30, 2010 for the Bond Fund, Within the fiscal vear audited, we obtained the actual
invoices and other supporting documentation for a sample of expenditures to ensure compliance with the
requirements of Article XIIIA, Section 1 (b)(3)(C) of the California Constitution and Measure G as to
the approved bond projects list, We performed the following procedures:

1. We selected a sample of expenditures for the period starting July I, 2009 and ending June 30,
2010, and reviewed supporting documentation to ensure that such funds were properly
expended on the specific projects listed in the baliot text.

2. Our sample totaled $5,249,215, This represents 80% of the total expenditures of
$7,091,915,

3. We verified that funds were expended for the purposes specified in Measure G and in Article
XA, Section 1 (b)(3)C). In additicn, we verified that funds held in the Bond Fund were used
for salaries of administrators only to the extent they perform administrative oversight wotk on
consfruction projects as allowable per Opinion 04-110 issued on November 9, 2004 by the Staie
of California Atforney General,

Audit Resulis

The results of our tests indicated that, in all significant respects, the Bast Side Union High School Distriet
has properly accounted for the expenditures held in the Bond Fund and that such expenditures were made
for authorized Bond projects. Further, it was noted that funds held in the Bond Fund, and expended by
the District, were used for salaries of administrators only to the extent they perform administrative
oversight worlk on constraction projects as allowable per Opinfon 04-110 issued on November 9, 2004 by
the State of California Aftorney General.

We also identified the foliowing significant internal control deficiencies related io effectiveness and
efficiency of aperations as detailad in the improvement opporhunities below:



Unclear contraet terms — During our review of the vendor request for reimbursements, we noted
inconsistency in the definition of what is allowed under the term of the contract. The current
managetment of the District had a different interpretation of what is an allowable contract expense
compared to the prior management team. In review of the contract agreements, it was noted that
the language used by the District in the contract did not properly define what is an allowable
expense incurred by the contractor that can be reimbursed by the District.

Recommendation — We recommend that the District propetly define the types of expenses a
contractor can charge to the District o avoid different interpretation by the contractor and District
management as o what is an allowable expense under the conlract terms.

Reporting Views of Responsible Officials

Management concurs with the audit results. To achieve these ends, we will institute specific policies,
procedures and other internal controls to ensure accurate and clear coniract terms, Management agrees
that we will develop an action plan to address the deficiencies identified in this report

This repoxt is intended solely for the information and use of the Board of Trustees and the Hast Side

Union High School District Citizen’s Boad Oversight Committee and is not intended to be and should not
be used by anyone other than those specified parties.
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