ANNUAL REPORT OF THE
BEVERLY HILLS UNIFIED SCHOOL DISTRICT
CITIZENS’ BOND OVERSIGHT COMMITTEE (CBOC)
MEASURE E & BH BOND BUILDING FUNDS
FOR THE YEAR ENDING JUNE 30, 2025

The Citizens’ Bond Oversight Committee (CBOC) is pleased to provide its annual report on
management of the $334 million Measure E bond initiative passed in November 2008 and the
$385 million Measure BH bond initiative passed on June 5, 2018. This report covers FY 2024-
2025 - the period from July 1, 2024, through June 30, 2025.
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BACKGROUND

The principal duties of the CBOC are to: (1) Ensure that bond proceeds have been expended
for the purposes set forth in the Measure E and Measure BH ballot language, (2) Report on the
progress annually to the public, and (3) Provide a compliance statement. Education Code
Section 15278(b) sets the responsibilities for the oversight committee:

* The purpose of the Citizens’ Bond Oversight Committee shall be to inform the public
concerning the expenditure of bond revenues.

» The Citizens’ Bond Oversight Committee shall actively review and report on the proper
expenditure of taxpayers’ money for school construction.

The Beverly Hills Unified School District (BHUSD) Board of Education prioritizes the scope of
building projects and manages spending levels; the CBOC has no authority over how and when
monies are spent. CBOC members during FY 2024-2025 were Les Bronte (Chair through May
2025), Nathan Kruger (Vice-Chair through May 2025; Chair effective May 1, 2025), Marc Carrel
(Vice-Chair effective May 1, 2025), Bill Bymel, Paris Elias-Benyamin, Harry Kraushaar, Don
Wyse, Jasmine Yadgari, and Raymond Zolekhian.

During the 2024-2025 fiscal year the CBOC met five times. Minutes are available at the
District’'s website (www.bhusd.org). The District completed both required audits under
Proposition 39 and GAAP:

* Annual Financial Audit - Christy White, Inc.
* Annual Performance Audit - Baker Tilly Advisory Group, LP (formerly Moss Adams)



SUMMARY OF FINANCIAL AUDIT

Christy White, Inc. issued its audit report for the year ended June 30, 2025, on January 22,
2026, expressing an unmodified (“clean”) opinion on the District’s financial statements, which
include the Building Fund accounting for Measure E and Measure BH bond proceeds:

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities,
each major fund, and the aggregate remaining fund information of the Beverly
Hills Unified School District, as of June 30, 2025, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United
States of America.

The combined Measure E and Measure BH Building Fund recorded expenditures of
$51,307,726 during FY 2024-2025, with an ending fund balance of $113,934,702 as of June
30, 2025. The audit identified no material weaknesses or significant deficiencies in internal
control over financial reporting, and no findings affecting the Building Fund were reported.

SUMMARY OF PERFORMANCE AUDIT

On January 26, 2026, Baker Tilly Advisory Group, LP issued its draft Measure E and Measure
BH Construction Bond Performance Audit Report for the fiscal year ending June 30, 2025. The
auditor concluded that bond proceeds were used only for Listed Projects under Measures E
and BH. Of the prior year’s open observations, one was closed, one remains ongoing, and
one re-emerged.

1. ProWest Open-Book Accounting Documentation Gap - Ongoing since FY 2019

Observation: Open-book accounting documentation required under Article 6.1 of the
ProWest contract was not provided to the District when they submitted their invoices.
Because detailed job cost and subcontractor lien release documentation was not provided,
the auditors could not validate billing compliance. The District and Fonder-Salari have
enhanced billing controls for current contractors, and closeout audit and reconciliation
procedures for ProWest are planned once the project is completed.

Auditor’s Recommendation: The District should continue detailed monthly payment-
application reviews, require contractor and subcontractor lien waivers, and conduct closeout
audits as projects reach completion.

2. Invoice Payment Timing - Re-emerged finding (originally FY 2016)

Observation: Two of 62 sampled expenditures (3.2%) exceeded the District’s 30-day
payment policy by approximately five to ten days, with no late fees incurred. Both delays
stemmed from additional documentation requests by the Los Angeles County Office of
Education (LACOE). This represents significantly fewer instances than in earlier audits.

Auditor’'s Recommendation: The District should continue to evaluate invoice payment
processes to ensure compliance with the District’s policies.



CBOC COMMENTS

In addition to the audit observations, the CBOC offers the following:

1.

Continued Strong Stewardship by the District and Fonder-Salari. The CBOC remains
highly satisfied with the transparency, fiscal discipline, and operational excellence of
BHUSD staff and Fonder-Salari. They have transformed the program from a projected
shortfall of more than $100 million in July 2022 to a balanced position with a prospective
surplus once technology reallocations and Proposition 2 funding are factored in. In FY25,
the team delivered the BHHS Buildings 3 & 4 projects on schedule, brought the Upper
Athletic Fields to substantial completion, advanced Building C, and identified $22.9
million in value engineering savings - reducing the residual BHHS program deficit to
approximately $4 million.

ProWest Open-Book Accounting - Most Substantive Open Item. This is the most
material persistent finding before the Committee, but it relates specifically to historical
subcontract documentation predating the current bond management team. Controls
over current billings are strong: progress payments are tied to schedule-of-values and
verified construction progress, lien releases are collected, and payment applications are
reviewed in detail. The CBOC supports the planned closeout construction audit and full
reconciliation of ProWest job costs as the mechanism to put this finding to rest.

Forensic Audit of Earlier Project Expenditures. The CBOC supports the District's
decision to proceed with a forensic audit of earlier project expenditures, reflecting an
ongoing commitment to transparency and accountability.

CBOC Member Recruitment. Through natural attrition, the CBOC is down to just 6
members, making it difficult to make quorum. The CBOC strongly encourages residents to
apply, particularly members of senior citizens' organizations (a representational category
currently unfilled). There is still significant work ahead: approximately $75 million in
Measure BH funds remain to be spent, and major projects at BHHS still need to be
completed, including the basketball gym, swimming pool, football stadium, track &
baseball field. CBOC members will tour construction progress, review project expenditures,
attend audit presentations, all towards ensuring that taxpayer dollars are being spent to
directly improve facilities for our kids. We request that the School Board help elevate this
matter as a priority and ensure the District recruits at least 2 more members.

CBOC RECOMMENDATIONS

1. Closeout audit of ProWest. Complete a closeout construction audit and full
reconciliation of ProWest job costs at project completion, and present results to the
CBOC and the public to definitively close the open-book accounting documentation gap.

2. Strengthen contract structure for future major capital projects. To prevent
recurrence of the open-book accounting documentation gap, the District should make
detailed job cost backup a precondition of payment - with authority to reject non-
compliant pay applications. Also, build a scheduled closeout audit into the project
timeline rather than initiating it post-completion.



3. Share forensic audit results. Once completed, the District should share the results of
its forensic audit of earlier project expenditures with the CBOC and the public to the
fullest extent permitted.

4. Recruit at least two (2) additional CBOC members from the Beverly Hills community.

Presented to the Beverly Hills Unified School District Board of Education by the BHUSD
Citizens’ Bond Oversight Committee.
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