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AUDIT PROCEDURES (Continued)

As stated in this letter under Management Responsibilities, compliance with laws, regulations,
contracts, and grant agreements applicable to the District is the responsibility of management. As part
of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we will perform tests of the District's compliance with certain provisions of laws,
regulations, contracts and grants. However, the objective of those procedures will not be to provide an
opinion on overall compliance of such provisions and we will not express such an opinion in our report
on compliance issued pursuant to Government Auditing Standards.

OMB Circular A-133 requires that we also plan and perform the audit to obtain reasonable
assurance about whether the District has complied with applicable laws and regulations and the
provisions of contracts and agreements applicable to major programs. Our procedures will consist of
the applicable procedures described in the "OMB Circular A-133 Compliance Supplement” for the
types of compliance requirements that could have a direct and material effect on each of the District's
major programs. The purpose of these procedures will be to express an opinion on the District's
compliance with requirements applicable to major programs in our report on compliance issued
pursuant to OMB Circular A-133.

MANAGEMENT RESPONSIBILITIES

Management is responsible for establishing and maintaining internal control and for compliance
with the provisions of applicable laws, regulations, contracts, agreements, and grants. In fulfilling this
responsibility estimates and judgments by management are required to assess the expected benefits
and related costs of the controls. The objectives of internal control are to provide management with
reasonable, but not absolute, assurance that the assets are safeguarded against loss from
unauthorized use or disposition, that transactions are executed in accordance with management's
authorizations and recorded properly to permit the preparation of financial statements in accordance
with generally accepted accounting principles, and that federal award programs are managed in
compliance with the provisions of applicable laws, regulations, contracts, agreements, and grants.

We understand that you will make all financial records and related information available to us
for our audit and that you are responsible for the accuracy and completeness of that information. The
management of the District has the responsibility for the proper recording of transactions in the books
of account, for establishing and maintaining adequate and effective internal control, including
monitoring ongoing activities, for the safeguarding of assets, for ensuring compliance with applicable
laws and regulations, and for the preparation and substantial accuracy of the financial statements.
Although we may advise you about appropriate accounting principles and their application, the
selection and method of application are the sole responsibility of the District's management. As part of
our engagement, we may also propose standard, adjusting, or correcting journal entries to your
financial statements. Management, however, has final responsibility for reviewing the proposed
entries and understanding the nature and impact of the proposed entries to the financial statements. It
is our understanding that management has designated qualified individuals with the necessary
expertise to be responsible and accountable for overseeing the services performed as part of this
engagement, as well as evaluating the adequacy and results of those services and accepting
responsibility for the services. In addition, management is responsible for adjusting the financial
statements for all material adjustments and for confirming to us in the management representation
letter that all uncorrected misstatements aggregated by us during the current audit engagement are
immaterial, both individually and in the aggregate, to the financial statements taken as a whole.
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MANAGEMENT RESPONSIBILITIES (Continued)

Management is also responsible for identifying and ensuring that the District complies with
applicable laws and regulations applicable to its activities. Also, as required by OMB Circular A-133, it
is management's responsibility to follow up and take corrective action on reported audit findings and to
prepare a summary schedule of prior audit findings and a corrective action plan. We will ask to review
the summary schedule or prior audit findings and the corrective action plan as part of our engagement.

By your signature below, you acknowledge that you are responsible for the design and
implementation of programs and controls to prevent and detect fraud, and for informing us about all
known or suspected fraud affecting the government that involves management, employees who have
significant roles in internal control, and others where the fraud could have a material effect on the
financial statements. You are also responsible for informing us of your knowledge of any allegations of
fraud or suspected fraud affecting the District that have been received in communications from
employees, former employees, regulators, grantors, or others. In addition, you are responsible for
identifying and ensuring that the District complies with applicable laws and regulations and for taking
timely and appropriate actions to remedy any fraud, ilegal acts, or violations of contracts and
agreements. You agree that you will confirm to us in your management representation letter your
understanding of your responsibilities as defined in this letter.

It is also management's responsibility to ensure that the District has not caused Perry-Smith
LLP's independence to be impaired by hiring a former or current Perry-Smith LLP partner, principal, or
professional employee in a key position, as defined in the Code of Professional Conduct of the
American Institute of Certified Public Accountants (AICPA), that would cause a violation of the AICPA
Code of Professional Conduct or other applicable independence rules. Any employment opportunities
with the District for a former or current Perry-Smith LLP partner, principal, or professional employee
should be discussed with Mr. David T. Becker before entering into substantive employment
conversations with the former or current Perry-Smith LLP partner, principal, or professional employee.

We understand that your employees will type all cash and other confirmations we request and
will locate any invoices selected by us for testing.

At the conclusion of our engagement, we will complete the appropriate sections of and sign the
Data Collection Form that summarizes our audit findings. We will also provide copies of our reports to
the State Controller's Office, the California Department of Education and your County Office of
Education: however, it is management's responsibility to submit the reporting package (including
financial statements, schedule of expenditures of federal awards, summary schedule of prior audit
findings, auditors' reports, and a corrective action plan), to pass-through entities. The Data Collection
Form and the reporting package must be submitted within the earlier of 30 days after receipt of the
auditors' reports or nine month after the end of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audits.

DOCUMENT RETENTION

By your signature below, you acknowledge that the audit documentation in connection with this
engagement is the property of Perry-Smith LLP and constitutes confidential information. However, in
accordance with applicable laws and regulations, we may be requested to make certain audit
documents available to and/or provide copies of selected audit documentation to the State Controller's
Office or California Department of Education for purposes of quality review of the audit, to resolve audit
findings, or to carry out oversight responsibilities. We will notify you of any such request.



PERRY-SMITHALLP Ms. Leah Veile
ACCOUNTANTS Monterey Peninsula Unified School District

‘ March 3, 2009

Page 6

DOCUMENT RETENTION (Continued)

It is our policy to keep records related to this engagement for seven years. However, Perry-
Smith LLP does not keep any original client records, so we will return those to you at the completion of
the services rendered under this engagement. When records are returned to you, it is your
responsibility to retain and protect your records for possible future use, including potential examination
by government or regulatory agencies.

By your signature below, you acknowledge and agree that upon the expiration of the seven-
year period, Perry-Smith LLP shall be free to destroy our records related to this engagement.

PROFESSIONAL FEES

Our professional fees for these services will be at our standard hourly rates, which will not
exceed $61,600. In addition, you will be billed for our actual out-of-pocket costs such as report
production, typing, postage, travel and lodging. Our standard hourly rates vary according to the
degree of responsibility involved and the experience level of the personnel assigned to your audit. Our
invoices for these fees will be rendered each month as work progresses and are payable upon
presentation. In accordance with our firm policies, work may be suspended if your account becomes
90 days or more overdue and may not be resumed until your account is paid in full. The above fee is
based on anticipated cooperation from your personnel and the assumption that unexpected
circumstances will not be encountered during the audit. If significant additional time is necessary, we
will discuss it with you and arrive at a new fee estimate before we incur the additional costs.

MEDIATION AND ARBITRATION

If a dispute arises among the parties hereto, the parties agree first to try in good faith to settle
the dispute by mediation administered by the American Arbitration Association under its Rules for
Professional Accounting and Related Services Disputes before resorting to litigation. The costs of any
mediation proceeding shall be shared equally by all parties.

The District and Perry-Smith LLP both agree that any dispute over fees charged by Perry-Smith
LLP to the District will be submitted for resolution by arbitration in accordance with the Rules for
Professional Accounting and Related Services Disputes of the American Arbitration Association. Such
arbitration shall be binding and final. In agreeing to arbitration, we both acknowledge that, in the event
of a dispute over fees charged by Perry-Smith LLP, each of us is giving up the right to have the dispute
decided in a court of law before a judge or jury and instead we are accepting the use of arbitration for
resolution.

OTHER MATTERS

This letter shall serve as the District's authorization for the use of e-mail and other electronic
methods to transmit and receive information, including confidential information, between Perry-Smith
LLP and the District and between Perry-Smith LLP and outside specialists or other entities engaged by
either Perry-Smith LLP or the District. The District acknowledges that e-mail travels over the public
Internet, which is not a secure means of communication and, thus, confidentiality of the transmitted
information could be compromised through no fault of Perry-Smith LLP. Perry-Smith LLP will employ
commercially reasonable efforts and take appropriate precautions to protect the privacy and
confidentiality of transmitted information.
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OTHER MATTERS (Continued)

In accordance with Government Auditing Standards, we have attached to this letter a copy of
our most recent external peer review report dated September 13, 2007 and any letter of comment. We
will also provide you a copy of any subsequent peer review reports and letters received during the
period of the contract.

We appreciate the opportunity to be of service to the District and believe this letter accurately
summarizes the significant terms of our engagement. If you have any questions, please let us know.
If you agree with the terms of our engagement as described in this letter, please sign the enclosed
copy and return it to us.

Very truly yours,

w’ Saodh, cep

RESPONSE:

The terms of this letter correctly set forth
our understanding of the professional services
to be provided by Perry-Smith LLP to Monterey
Peninsula Unified School District.

By:

Title:

Date:




Krafi’As

September 13, 2007

To the Partners of
Perry-Smith, LLP
and the Center for Public Company Audit Firms Peer Review Committee

We have reviewed the system of quality control for the accounting and auditing practice of Perry-
Smith, LLP (the “Firm”) applicable to non-SEC issuers in effect for the year ended May 31, 2007.
The Firm’s accounting and auditing practice applicable to SEC issuers was not reviewed by us
since the Public Company Accounting Oversight Board (“PCAOB?”) is responsible for inspecting
that portion of the firm’s accounting and auditing practice in accordance with PCAOB
requirements. A system of quality control encompasses the firm’s organizational structure and
the policies adopted and procedures established to provide it with reasonable assurance of
complying with professional standards. The elements of quality control are described in the
Statements on Quality Control Standards issued by the American Institute of Certified Public
Accountants (the “AICPA”™). The design of the system, and compliance with it, are the
responsibilities of the firm. Our responsibility is to express an opinion on the design of the
system, and the firm’s compliance with that system based on our review.

Our review was conducted in accordance with standards established by the Peer Review
Committee of the Center for Public Company Audit Firms and included procedures to plan and
perform the review that are summarized in the attached description of the peer review process.
Our review would not necessarily disclose all weaknesses in the system of quality control or all
instances of lack of compliance with it since it was based on selective tests. Because there are
inherent limitations in the effectiveness of any system of quality control, departures from the
system may occur and not be detected. Also, projection of any evaluation of a system of quality
control to future periods is subject to the risk that the system of quality control may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or

procedures may deteriorate.

In our opinion, the system of quality control for the accounting and auditing practice applicable to
the non-SEC issuers of Perry-Smith, LLP in effect for the year ended May 31, 2007, has been
designed to meet the requirements of the quality control standards for an accounting and auditing
practice established by the AICPA, and was complied with during the year then ended to provide
the firm with reasonable assurance of complying with applicable professional standards.
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