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Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the Measure BB Citizens” Bond Oversight

Committee, the District’s Governing Board, management, and the taxpayers of the District and is not
intended to be and should not be used by anyone other than these specified parties.

Negeo Mgr FLATE, A0

San Diego, California
January 5, 2009
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INDEPENDENT AUDITOR’S REPORT ON PERFORMANCE

We have audited the financial statements of the Measure BB Bond Building Fund
of the Santa Monica-Malibu Unified School District (the “District”) as of and for
the year ended June 30, 2008 and have issued our report thereon dated January 5,
2009. Our audit was made in accordance with generally accepted auditing
standards in the United States and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In connection with our audit, we also performed an audit for compliance as
required in the performance requirements for the Proposition 39/Measure BB
general obligation bonds for the fiscal year ended June 30, 2008. The objective of
the examination of compliance applicable to the District is to determine with
reasonable assurance that:

e The proceeds of the sale of the Measure BB bonds were only used for the
purposes set forth in the ballot proposition and not for any other
purpose, such as teacher and administrative salaries.

¢ The Governing Board of the District, in establishing the approved
projects set forth in the ballot proposition, evaluated the remodeling,
new construction and renovation of District facilities which will repair
and renovate local schools and improve student safety conditions of the
District.

To meet our objectives audit tests were performed and included, but were not
limited to, the following:

1. We verified that bond proceeds were deposited in the District’s name
and invested in accordance with applicable legal requirements.

2. We sampled twelve contracts and verified compliance with the Public

Contract Code bid requirements, board approvals, that invoices paid
were within the contract terms and change orders were approved.
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3. We tested payments made to the construction project management company and reviewed the
terms of the contract.

4. We tested approximately $2,332,096 in bond fund invoices paid in 2007-08. This relates to our
testing of 40 separate payments for validity, allowability and accuracy. Expenditures selected in
our test included payments made to the construction project management company, architects,
and other vendors. Measure BB expenditures made in 2007-08 were primarily for project
planning and design purposes, with school site construction expected to commence in 2008-09.

Our audit of compliance made for the purposes set forth in the preceding paragraph of this report would
not necessarily disclose all instances of noncompliance.

In our opinion, the District complied with the compliance requirements for the Measure BB bond
proceeds as listed and tested above.

This report is intended for the information of the District’s Governing Board, management, and the
Citizens’ Bond Oversight Committee; however, this report is a matter of public record.

Negeo Mgr FLATE, A0

San Diego, California
January 5, 2009
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MEASURE BB BOND BUILDING FUND
OF SANTA MONICA-MALIBU UNIFIED SCHOOL DISTRICT

Schedule of Findings and Recommendations
For the Year Ended June 30, 2008

We found Santa Monica-Malibu Unified School District’s accounting systems to be functioning efficiently and
effectively to account for the Measure BB Bond Building Fund. In addition, our tests resulted in no findings and
recommendations related to the financial and performance audit of the Measure BB Bond Building Fund for the year

ended June 30, 2008.
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