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SUBJECT: AGREEMENT FOR AUDIT SERVICES 
 
PROPOSAL 
 
It is proposed that the Board of Education approve the agreement with the joint venture of 
KPMG LLP and Simpson & Simpson CPA’s to conduct audits of the District’s financial records 
as required by Education Code Section 41020 for fiscal years 2002-2003 through 2006-2007. 
 
BACKGROUND 
 
The current agreement for audit services with KPMG; Simpson & Simpson; and Nunez & 
Associates expired as of the end of the audit for fiscal year 2001-2002.  Requests for proposals 
for auditing services were e-mailed to nine firms, including three of the four major international 
audit firms, two other large audit firms, and four firms that conduct audits of many other school 
districts in Southern California.  The only proposal received was from the joint venture of 
KPMG and Simpson & Simpson.  Other firms that responded cited a lack of available resources 
for not submitting a proposal.  
 
Staff members of the Office of the Inspector General (“OIG”) analyzed the KPMG proposal.  
KPMG was invited to an interview with the Inspector General and Acting Deputy Inspector 
General, Audits on February 12, 2003.  KPMG responded to questions about their proposed 
billing rates, which are considerably higher than in the previous agreement.  KPMG stated that 
competitive conditions for hiring and retaining staff are much more difficult now since demand 
for assurance services is strong and there is so much focus on improving the regulatory 
environment for accounting and auditing.  This position is supported by the weak response to the 
District’s Requests for Proposal and by a comparison of the proposed KPMG rates to the rates 
submitted by the two other major audit firms in response to requests for proposals for another 
audit assignment.  One factor, which mitigated an even greater increase in the total fee, is that 
KPMG has reduced the estimated hours from 2,800 in their 1998 proposal to 1,840 in the current 
proposal 
 
KPMG also responded satisfactorily to questions about certain enforcement actions and news 
reports regarding their firm and plans to comply with the new requirement to rotate audit 
partners after a maximum of six years on an assignment. KPMG has been closely involved with 
the District as it began complying with the onerous requirements of Governmental Accounting 
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Standards Board Statement No. 34 (Basis Financial Statements - and Management’s Discussion 
and Analysis - for State and Local Governments). 
 
BUDGET IMPLICATIONS 
 
The proposal calls for maximum annual fees of $238,250 and $263,250 respectively, for the first 
two years, with adjustments in the third and fifth years based on a standard cost of living 
adjustment to be negotiated. Funds are included in the District’s ongoing budget to pay for these 
services. 
 
DESEGREGATION IMPACT 
 
This action has been reviewed and does not require a Desegregation Impact Statement. 
 
RECOMMENDATION 
 
IT IS RECOMMENDED THAT the Board of Education approve entering into an agreement 
with the joint venture of KPMG LLP and Simpson & Simpson CPA’s to audit the District’s 
financial records for the fiscal years of 2002-2003 through 2006-2007 at specified rates with 
annual maximum fees of $238,250 for 2002-2003 and $263,250 for 2003-2004 and with 
adjustments based on inflation for subsequent years as specified. 
 
 
APPROVED AS TO BUDGET IMPLICATIONS: 
 
 
LORENZO TYNER 
Budget Director 
 
 
PREPARED AND PRESENTED BY: 
 
 
 
Don Mullinax 
Inspector General 
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