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COMMUNICATION WITH THOSE CHARGED  
WITH GOVERNANCE 

 
November 19, 2018 
 
Board of Trustees 
Gilroy Unified School District 
Gilroy, California 
 

 
We have audited the financial statements of Gilroy Unified School District (the “District”) as of and for 
the year ended June 30, 2018, and have issued our report thereon dated November 19, 2018. Professional 
standards require that we advise you of the following matters relating to our audit. 

 
Our Responsibility in Relation to the Financial Statement Audit 
 
As communicated in our engagement letter dated June 19, 2017, our responsibility, as described by 
professional standards, is to form and express an opinion(s) about whether the financial statements that 
have been prepared by management with your oversight are presented fairly, in all material respects, in 
conformity with accounting principles generally accepted in the United States of America. Our audit of 
the financial statements does not relieve you or management of your respective responsibilities. 
 
Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 
reasonable, rather than absolute, assurance about whether the financial statements are free of material 
misstatement. An audit of financial statements includes consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial 
reporting. Accordingly, as part of our audit, we considered the internal control of Gilroy Unified School 
District solely for the purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control. 
 
We are also responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting process. 
However, we are not required to design procedures for the purpose of identifying other matters to 
communicate to you.  
 
Planned Scope and Timing of the Audit  
 
We conducted our audit consistent with the planned scope and timing we previously communicated to 
you. 
 
Compliance with All Ethics Requirements Regarding Independence 
 
The engagement team, others in our firm, as appropriate and our firm have complied with all relevant 
ethical requirements regarding independence. 
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We follow the AICPA Ethics Standard Rule 201C, in conjunction with this, we annually review with all 
engagement staff potential conflicts and obtain a conflict certification.  In addition, we inquire on each 
engagement about potential conflicts with staff.  We have not identified any relationships or other matters 
that in the auditor’s judgment may be reasonably thought to bear on independence. 
 
Qualitative Aspects of the Entity’s Significant Accounting Practices 
 
Significant Accounting Policies 
 
Management has the responsibility to select and use appropriate accounting policies. A summary of the 
significant accounting policies adopted by the District is included in Note 1 to the financial statements. 
There have been no initial selection of accounting policies and no changes in significant accounting 
policies or their application during the fiscal year ended June 30, 2018.  No matters have come to our 
attention that would require us, under professional standards, to inform you about (1) the methods used to 
account for significant unusual transactions and (2) the effect of significant accounting policies in 
controversial or emerging areas for which there is a lack of authoritative guidance or consensus. 
However, there are new Governmental Accounting Standards that may affect the District in future years. 
See Attachment I. 
  
Significant Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s current judgments. Those judgments are normally based on 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 markedly from management’s current 
judgments.  
 
The most sensitive accounting estimates affecting the financial statements are the collectability of 
receivables and the District’s proportionate share of net pension liability. 
 
Management’s estimate of the collectability of receivables is based on past experience with collections 
from various entities. The estimate for the District’s proportionate share of net pension liability is based 
on an actuarial study. We evaluated key factors and assumptions used to develop the estimates and 
determined that it is reasonable in relation to the basic financial statements taken as a whole and in 
relation to the applicable opinion units. 
  
Financial Statement Disclosures  
 
Certain financial statement disclosures involve significant judgment and are particularly sensitive because 
of their significance to financial statement users. The pension disclosures included in footnote 6, required 
significant judgement to calculate the district’s proportionate share of the net pension liability for 
CalPERS and CalSTRS. 
 
Significant Difficulties Encountered during the Audit 
 
We encountered no significant difficulties in dealing with management relating to the performance of the 
audit. 
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Uncorrected and Corrected Misstatements  
 
For purposes of this communication, professional standards require us to accumulate all known and likely 
misstatements identified during the audit, other than those that we believe are trivial, and communicate 
them to the appropriate level of management. Further, professional standards require us to also 
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of 
transactions, account balances or disclosures, and the financial statements as a whole and each applicable 
opinion unit.  There were no uncorrected misstatements identified as a result of our audit procedures. 
 
In addition, professional standards require us to communicate to you all material, corrected misstatements 
that were brought to the attention of management as a result of our audit procedures. We have provided a 
listing of the misstatements identified by us as a result of our audit procedures and corrected by 
management which were material, either individually or in the aggregate, to the financial statements taken 
as a whole. See Attachment II, ‘Journal Entry Report’. 

 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a matter, 
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing 
matter, which could be significant to the District’s financial statements or the auditor’s report. No such 
disagreements arose during the course of the audit. 
 
Representations Requested from Management 
 
We have requested certain written representations from management, which are included in the attached 
letter dated November 19, 2018 (Attachment III).  
 
Management’s Consultations with Other Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters. Management informed us that, and to our knowledge, there were no consultations with other 
accountants regarding auditing and accounting matters. 
 
Other Significant Matters, Findings, or Issues 
 
In the normal course of our professional association with the District, we generally discuss a variety of 
matters, including the application of accounting principles and auditing standards, operating and 
regulatory conditions affecting the entity, and operational plans and strategies that may affect the risks of 
material misstatement. None of the matters discussed resulted in a condition to our retention as the 
District’s auditors. 
 
Other Services 
 
We have assisted management in preparing the financial statements of the District in conformity with 
U.S. generally accepted accounting principles based on information provided by management.   
 
Management’s responsibilities for other services included designating qualified individuals with the skill, 
knowledge, and experience to be responsible and accountable for overseeing financial statement 
preparation and any other nonattest services we performed as part of this engagement. Management has 
represented that they have evaluated the adequacy and results of those services and is accepting 
responsibility for them. 
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Unmodified Opinions 
 
We have issued an unmodified opinion on the Governmental Activities, Business-Type Activities, 
Aggregate Remaining Funds and Major Funds. 
 
This report is intended solely for the information and use of the Board of Trustees and management of 
Gilroy Unified School District and is not intended to be and should not be used by anyone other than 
these specified parties. 
 

 
James Marta & Company LLP 
Certified Public Accountants 
Sacramento, California 
November 19, 2018 
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The following pronouncements of the Governmental Accounting Standards Board (GASB) have been 
released recently and may be applicable to the District in the near future. We encourage management to 
review the following information and determine which standard(s) may be applicable to the District. For 
the complete text of these and other GASB standards, visit www.gasb.org and click on the “Standards & 
Guidance” tab. If you have questions regarding the applicability, timing, or implementation approach for 
any of these standards, please contact your audit team. 
 
GASB Statement No. 83, Certain Asset Retirement Obligations 
Effective for the fiscal year ending June 30, 2019 
 
This Statement addresses accounting and financial reporting for certain asset retirement obligations 
(AROs). An ARO is a legally enforceable liability associated with the retirement of a tangible capital 
asset. A government that has legal obligations to perform future asset retirement activities related to its 
tangible capital assets should recognize a liability based on the guidance in this Statement.  
 
GASB Statement No. 84, Fiduciary Activities 
Effective for the fiscal year ending June 30, 2020 
 
This Statement establishes criteria for identifying fiduciary activities of all state and local governments. 
The focus of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary 
activity and (2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included 
to identify fiduciary component units and postemployment benefit arrangements that are fiduciary 
activities.  
An activity meeting the criteria should be reported in a fiduciary fund in the basic financial statements. 
Governments with activities meeting the criteria should present a statement of fiduciary net position and a 
statement of changes in fiduciary net position. An exception to that requirement is provided for a 
business-type activity that normally expects to hold custodial assets for three months or less. 
 
This Statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other 
employee benefit) trust funds, (2) investment trust funds, (3) private-purpose trust funds, and (4) custodial 
funds. Custodial funds generally should report fiduciary activities that are not held in a trust or equivalent 
arrangement that meets specific criteria. A fiduciary component unit, when reported in the fiduciary fund 
financial statements of a primary government, should combine its information with its component units 
that are fiduciary component units and aggregate that combined information with the primary 
government’s fiduciary funds. 
 
GASB Statement No. 87, Leases 
Effective for the fiscal year ending June 30, 2021 
 
The objective of this Statement is to better meet the information needs of financial statement users by 
improving accounting and financial reporting for leases by governments. This Statement increases the 
usefulness of governments’ financial statements by requiring recognition of certain lease assets and 
liabilities for leases that previously were classified as operating leases and recognized as inflows of 
resources or outflows of resources based on the payment provisions of the contract. It establishes a single 
model for lease accounting based on the foundational principle that leases are financings of the right to 
use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an 
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred 
inflow of resources, thereby enhancing the relevance and consistency of information about governments’ 
leasing activities.  
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Adjusting Journal Entries 
 
Adjusting Journal Entries JE # 1

21-8951 Proceeds from Sale of Bonds 17,123
51-9310 Due from Other Funds 17,123
21-9610 Due to Other Funds 17,123
51-8979 All Other Financing Sources 17,123

Total 34,246 34,246

Adjusting Journal Entries JE # 4

67-5800 Professional/Consulting Services and Operating Expenditures 150,768
67-9135 Cash with a Fiscal Agent/Trustee  150,768

Total 150,768 150,768

Adjusting Journal Entries JE # 6

73-9135 Cash with a Fiscal Agent/Trustee 20,906
73-8660 Interest  20,906

Total 20,906 20,906

PBC to move reimbursement from 2015 COI to the correct fund

PBC AJE to record acsh transfer between funds

PBC AJE to adjust Cash with Fiscal agent to statement amount

 
Reclassifying Journal Entries 
 
Reclassifying Journal Entries JE # 2

25-7439 Other Debt Service - Principal 45,714
25-8979 All Other Financing Sources  45,714

Total 45,714 45,714

Reclassifying Journal Entries JE # 3

51-7434 Bond Interest and Other Service Charges 4,426,591
51-7433 Bond Redemptions  4,426,591

Total 4,426,591 4,426,591

Reclassifying Journal Entries JE # 5

21-6200 Buildings and Improvements of Buildings 151,000
21-6100 Land  102,445
21-6170 Land Improvements  48,555

Total 151,000 151,000

PBC AJE to move reimbursements from debt to revenue

PBC To reclass interest payments originally recorded as principal

RJE to reclass improvements from land and improvements to Buildings and 
improvements
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