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SAN DIEGUITO T]NION HIGH SCHOOL DISTRICT
PROPOSITION 39 GENERAL OBLIGATION BONDS

PROPOSITION AA
INTRODUCTION AND CITIZENS' OVERSIGHT COMMITTEE MEMBER LISTING

On Novemb er 6,2012 the San Dieguito Union High School District was successful under Proposition AA

in obtaining District voters to issuõ up to $449,000,000 in General Obligation Bonds pursuant to a 55%o

vote in a bõnd election. The General Obligation Bonds are considered Proposition 39 bonds. The passage

of proposition 39 in November 2000 amended the California Constitution to include accountability

-.urur"r. Specifically, the District must conduct an annual, independent performance audit to ensure that

funds have been expénded only on the specific projects listed as well as an annual, independent financial

audit ofthe proceedì from the sale ofthe bonds until all ofthe proceeds have been expended.

Upon passage of Proposition 39, an accompanying piece of legislation, AB 1908 was also enacted, which

amen¿ì¿ thð Bducatiòn Code to establish additional procedures which must be followed if a District seeks

approval of a bond measure pursuant to the 55Yo majority authorized in Proposition 39 including

fånnation, composition and purpose of the Independent Citizens' Oversight Committee, and authorization

for injunctive relief against improper expenditure of bond revenues.

The San Dieguito Union High School District Proposition AA Independent Citizens' Oversight

Committee as of June 30,2016 was comprised of the following members:

Name Position TermExpiration

Rhea Stewart

Clarke Caines

Lorraine Kent

RimgaViskanta

Robert Nascenzi

MaryFanell

KimBybee

JefferyThornas

President-At I-arge Member

Representative-Parent and Active in PTA

Secretary-Taxpayer Association Member

Member-Parent of SDUFISD Student

Member-Business Organization

Member-Senior Citizen Organization

Member-At-I-arge

Member-At l-arge

Jlunre2017

Jurrc2017

Jwrc2017

Jwrc2017

hxrc2017

June 2017

Jlur¡re2017

Jme2017



P. Robert Wilkinson, CPA

Brian K. Hadley, CPA

WTLKINSON HADLEY
KING & CO. LLP

CPAs AND ADVISORS

INDEPENDENT AI]DITOR' S RBPORT

Aubrey W. King, CPA

Kevin A. Sproul, CPA

Governing Board Members and
Citizens' Oversight Committee
San Dieguito Union High School District
Encinitas, California

Report on Financial Statements

We have audited the accompanying financial statements of Proposition AA Building Fund (21-39) of San

Dieguito union High Schobl öist-rict, which comprise the balance sheet as of June 30, 2016, and the

related statement ofrevenues, expenditures, and chànges in fund balance for the year then ended, and the

related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles gànerally accepted in the united States of America; this includes

the design, implementatioã,^and mainienance of internal control relevant to the preparation and fair

presentai"ion of consolidated financial statements that are free from material misstatement, whether due to

fraud or error.

Auditor's ResPonsibilitY

Our responsibility is to express an opinion on these financial statements based on our audit. We

conductåd ou. uudit in accordance with auditing standards generally accepted in the United States of

America and the standards applicable to financial audits contained in Government Auditing Standards,

issued by the Comptroller Genõral of the United States. Those standards require that we plan and perform

the audii to obtain reasonable assurance about whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. Tñe'procedures selected depend on the auditor's judgment, including the

assessment of the risks of materlal misstatement of the financial statements, whether due to fraud or error'

In making those risk assessments, the auditor considers internal control relevant to the entity's preparation

and fair p-resentation of the financial statements in order to design 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. Accordingly, *"- 
"ipr"ss 

no such opinion. An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates

-ád"-by management, as *"it ur evaluating the overall presentation of the consolidated financial

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion.

El Cajon Office
218W. Douglas Avenue El Cajon, CA92A2O

Tel. (619) 447-6700 Fax (619) 447-6707 2

Emeryville Office
1900 Powell Street, Suite 600 Emeryville, CA 94608

Tel. (510) sBB-8729 Fax (6.19) 447-6707



Emphasis of Matter

As discussed in Note B, the financial statements present only the Building Fund (21-39) which is specific

to proposition AA and is not intended to preseni fairly the financial position and results of operations of

San D'ieguito Union High School District in conformity with accounting principles generally accepted in

the Unitõd States of America. Our opinion is not modified with respect to this matter.

As described in Note B to the financial statements, in 2016, San Dieguito Union High School District

adopted new accounting guidance, Government Accounting Standards Board Statement No. 72, Fair

Value. Our opinion is not modified with respect to this matter.

As described in Note B to the financial statements, in 2016, San Dieguito Union High School District

adopted new accounting guidance, Governmental Accounting Standards Board Statement No. 76,

Hieiarchy of GAAP. Our opinion is not modified with respect to this matter.

Opinion

ln our opinion, the financial statements referred to above present fairly, in all material respects, the

financial position of proposition AA Building Fund (21-39) of San Dieguito Union High School District

as of June 30, 2016, and the results of its operations for the year then ended in conformity with

accounting principles generally accepted in the United States of America'

Other Matters

The Management's Discussion and Analysis has not been subjected to the auditing procedures applied in

the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any

assurance on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.

The accompanying supplementary information, as required by the 2015-16 Guide for Annuøl Audits of K-

12 Local Educafiòn Å[enctes and State Compliance Reporting, prescribed in Title 5, California Code of
Regulations, Section f qStO is presented for purposes of additional analysis and is not a required part of
the financial statements. Such information is the responsibility of management and was derived from and

relates directly to the underlying accounting and other records used to prepare the financial statements.

The information has been subjected to the auditing procedures applied in the audit of the financial

statements and certain additional procedures, including comparing and reconciling such information

directly to the underlying accounting and other records used to prepare the financial statements or to the

financial statements iheÃselves, and other additional procedures in accordance with auditing standards

generally accepted in the United States of America. In our opinion, the information is fairly stated, in all

materal respects, in relation to the financial statements as a whole'

Other Reporting Required by Government Auditing Støndards

In accordance with Government Auditing Standards, we have also issued our report dated February 20,

2017, onour consideration of San Dieguito Union High School District's internal control over financial

reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, grants

ugr""-*tr and other matters. The purpose of that report is to describe the scope of our testing of internal

cõntrols over financial reporting and compliance and the results of that testing, and not to provide an

opinion on the internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be considered in

assessing the results of our audit.

J



Report on Other Legal and Regulatory Requirements

In accordance with the requirements of Proposition 39, as incorporated in California Constitution Article
134, we have also issued our performance audit report dated February 20,2077 on our consideration of
the District's compliance with the requirements of Proposition 39 with regards to the Proposition AA
Building Fund (21-39). That report is an integral part of our audit of the District's Proposition AA
Building Fund (21-39) for the fìscal year ended June 30,2016 and should be considered in assessing the

results of our financial audit.

a,)'%")'"r* /"/+K',rf / &., //?
El Cajon, Califomia
February 20,2017

4



SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BONDS
MANAGEMENT'S DISCUSSION AND ANALYSIS

For the Fiscal Year Ended June 30' 2016
(Unaudited)

This section of San Dieguito Union High School District's (District) Proposition AA Building Fund

annual financial and performance audit report presents management's discussion and analysis of the
proposition AA Bond Program during the year ending June 30, 2016. Readers should also review the

financial statements and notes to the basic financial statements included in the audit report to enhance

their understanding of the Proposition AA Bond Program's financial and program performance.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's Proposition AA
Building Fund basic financial statements. The Fund's financial statements comprise three

componãnts: 1) management's discussion and analysis; 2) the Proposition AA Building Fund's

financial statements; and 3) the performance audit required by law.

The District accounts for Proposition AA General Obligation Bond activity in the District's Building

Fund. The Building Fund is a governmental fund type accounted for on a modified accrual basis of
accounting that does not include fixed assets or long-term liabilities.

On November 6,2012,the voters of the San Dieguito Union High School District community voted to

approve Proposition AA to authorize the District to issue up to $449 million of general obligation

Uon¿s to finánce certain specified capital projects and facilities. In April 2013, the district issued the

first series of those bonds, in the amount of $160 million to fund projects. The second series of those

bonds were issued in April 2015, in the amount of $117 million. The District currently has $274.0

million outstanding in general obligation bonds, as of June 30,2016. The district plans to issue a third

series of bonds in early 2016-2017.

FINANCIAL HIGHLIGHTS

Key financial highlights for 2016 are as follows:

The fund balance for Proposition AA Building Fund is $94.5 million, as of June 30, 2016,

which is $59.7 million lower than June 2015 as projects continue and are completed

Revenues consisted of interest earned and other local income. Revenue totaled $736,632 as of
June 30, 2016, as compared to $398,586 in June 2015

Expenditures and other outgo as of June 30,2016, totaled $60.4 million, as compared to $71.7

million in June 2015

a

a

o
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FINANCIAL ANALYSß OF THE PROPOSITION AA BUILDING FUND

Balance Sheet

The District's Proposition AA Building Fund balance as of June 30, 2016 was $94.5 million (see

Table A-1 below).

SAN DIEGUITO UNION H¡GH SCHOOL DISTRICT

PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BONDS
June 30, 2016

Buildinq Fund

'Total%

Ghange
over 14-15

2014-15 2015-16

Cash
Accounts Recievable
Due from Other Funds
TotalAssets

Accounts Payable
Due to Other Funds
Total Liabilities

$ 161,986,944 $ 99,169,006

161,856,201
130,667

76

99,016,030
152,976

-38.8%
17.1o/o

-100.0%

7,044,823
776,113

3,887,250
770,413

-38.8%

-44.8o/o

-0.7o/o

$ 7,820,936 $

154,166,008

4,657,663

94.511.343

-40.4o/o

Fund Balance

Total Liabilities and Fund Balance $ 16l,986,944 $ 99.r69.006 -38.8%

Fund Balance

The interest income reported represents funds earned on the cash held by the San Diego County

Treasurer. The total expenditures of $59.6 million are only for Proposition AA voter authorized

expenses (see Table A-2 below).

-38.7o/o
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT

PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BONDS

June 30, 2016

Buildinq Fund

Reyenues

Other State lncome

lnterest lncome

Other Local lncome

Total revenues

Expenditures
Classified Salaries

Employee Benefits

Professional and Consulting Services

Other Operating Expenses

Capital Outlay:

Architect Fees

Land lmprovements

New Construction

Construction lmprovement

Equipment

Equipment Replacement

Other Financino Sources (Uses)

Proceeds from Sales of Bonds

Bond Premium

lnterfund Transfer to General Fund

Net Change in Fund Balance

Fund Balance as ofJune 30,2015

Fund Balance as ofJune 30,2016

2014-2015

7,408

390,140

1,038

2015-2016

9,377

725,640

L615

% change

over l4-15
26.60/o

86.0%

55.6%

$ 398,586 $ 736.632 84.8o/o

693,383

238,623

421,105

22,723

10,047

14,451,161

41,331,378

10,808,985

788,182

713,142

222,311

76,482

22,425

7,168,387

37,009,010

1 I ,1 56,738

1,877,895

I ,379,3'18

2.8o/o

-6.8%

-81.8olo

-1.3o/o

-100.0olo

-50.4o/o

-10.5%

3.2o/o

138.3%

$ 71,035,078 $ 59.625.708 -16.1o/o

117,040,000

206,990

(765,589) (765,589)

$ 116,481,401 $ (765,58e)

s 45,844,909 $ (59.654.665)

$ 108,321,099 $ 154,166,008

$ 154,166,008 $ 94,511,343

-100.0%

-100.0%

0.0olo

-230.1o/o

-38.7o/o

PROPOSITION AA BUILDING FUND PLANNING AND CONSTRUCTION YEAR IN
REVIEW

The 2015-2016 fiscal year began with the following ten school construction projects underway

throughout the San Dieguito Union High School District:

o LaCosta Valley Fields

o La Costa Canyon High School - Room 900 Improvements

o Oak Crest Middle School - Learning Commons Remodel

o San Dieguito High School Academy - Tennis Courts

o San Dieguito High School Academy - Interim Housing

o Earl Vy'arren Middle School - Interim Housing

o Torrey Pines High School - Science Classroom Building J

o Torrey Pines High School - Building B Renovation (South)

o Torrey Pines High School - Interim Housing

o Pacific Trails Middle School - New Campus Construction (Phase 1 and2)

7



In addition, planning was in progress at the start of 2015-2016 for the upcoming school projects:

o Canyon Crest Academy - Building B

o Earl Warren Middle School - Campus Reconstruction

o Oak Crest Middle School - Landscape and Balour Street Improvements

o San Dieguito High School Academy - Math and Science Building

o Torrey Pines High School - Building B Renovation (North, Science V/ing, Learning

Commons and Front Entry)

By the Fall of 201 5-2016 nine of ten construction projects were complete or nearly complete:

o La Costa Canyon High School - Room 900 Improvements

o Oak Crest Middle School - Learning Commons Remodel

o San Dieguito High School Academy - Tennis Courts

o San Dieguito High School Academy - Interim Housing

o Earl Warren Middle School - Interim Housing

o Torrey Pines High School - Science Classroom Building J

o Torrey Pines High School - Building B Renovation (Soutþ

o Torrey Pines High School - Interim Housing

o Pacific Trails Middle School -New campus construction (Phase 1)

Construction had started on:

o Torrey Pines High School Building B Science Wing Classrooms Renovation

o Oak Crest Middle School - Landscape and Balour Street Improvements

Joining the two projects still underway:

c La Costa Valley - Fields

. Pacific Trails Middle School - New campus construction (Phase 2)

As well in the Fall, planning had begun on technology infrastructure upgrade projects at both Oak

Crest Middle School and San Dieguito High School Academy, and multi-media and audio-visual

improvements at Torrey Pines High School E and G Buildings and at Sunset High School.

Over the Winter, the Pacific Trails Middle School - New campus construction (Phase 2) Project was

completed, and construction had started on:

o San Dieguito High School Academy - Math and Science Building

Joining the remaining three projects still underway:

o La Costa Valley - Fields

o Torrey Pines High School Building B Science V/ing Classrooms Renovation

o Oak Crest Middle School - Landscape and Balour Street Improvements

8



In the Spring of 2015-2016, the La Costa Valley Fields Project was completed, in addition to the

construction of and completion of the Oak Crest Middle School Technology Infrastructure upgrade

project and Sunset High School multi-media and audit-visual upgrade project.

At the close of 2015-2016 the following four school construction projects originally under planning at

the beginning of the year started construction:

o Canyon Crest Academy - Building B

o Earl Warren Middle School - Campus Reconstruction

o San Dieguito High School Academy - Math and Science Building

o Torrey Pines High School - Building B Renovation (North, Science Wing, Leaming

Commons and Front Entry)

Joining the remaining five projects still underway:

o Oak Crest Middle School - Landscape and Balour Street Improvements

o Torrey Pines High School - Building B Science Wing Classrooms Renovation

o Torrey Pines High School - Multi-media and audio-visual improvements - Buildings E and

G

o San Dieguito High School Academy - Math and Science Building

o San Dieguito High School Academy - Technology infrastructure project

In looking forward to the 2016-2017 year, planning had begun on five school construction projects for

construction start dates in 2016-2017 and20l7-2018:
o Carmel Valley Middle School - New Music Classroom, and Drama Classroom and

Performing Arts Center Improvements

. Oak Crest Middle School - Science Building Classrooms, Quad and Crest Hall Expansion

o Pacific Trails Middle School - Second Classroom Building

o San Dieguito High School Academy - Culinary Arts

o San Dieguito High School Academy - English, Social Science and Arts Building

o Torrey Pines High School - Performing Arts Center

Overall, the twelve school constructionprojects completed in2015-2016 were delivered ontime and

under budget with a projected savings of $7.3 million to be used towards other voter approved Prop

AA projects.

Requests for Information

This financial report is designed to provide our citizens, taxpayers, investors, and creditors with a

general overview of the San Dieguito Union High School District's Proposition AA Building Fund

finances and to demonstrate the District's accountability for the money it receives. Questions
concerning any of the information provided in this report or requests for additional financial

information should be addressed to the Office of the Associate Superintendent of Business Services,

San Dieguito Union High School District, 710 Encinitas Blvd., Encinitas, CA92024.
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SAI\ DIEGUITO I]NION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FTJND

GENERAL OBLIGATION BONDS

"^ri,H".i,t##t

ASSETS

CURRENT ASSETS
Cash in County Treasury
Accounts Receivable

TOTAL ASSETS

LIABILITIES AND FUND BALANCE
Accounts Payable

Due to Other Funds

TOTAL LIABILITIES

FUND BALANCE
Restricted for Capital Projects

TOTAL LIABILITIES AND FUND BALANCE

$ 99,016,030
152,976

$ 99" 169.006

$ 3,887,250
'170.413

4,657,663

94.511"343

$ 99.169.006

The accompanying notes are an integral part of these financial statements
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SAN DIEGUITO T]NION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BOI\DS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUI{D BALANCE

FOR THE YEAR ENDED JUNE 30,2016

REVENUES
Other State Income
Interest Income
Other Local Income

$

TOTAL REVENUES

EXPENDITURES
Classified Salaries

Employee Benefits
Professional and Consulting Services

Computer Licensing
Capital Outlay:

Land Improvements
New Construction
Construction ImProvement
Equipment
Equipment Replacement

TOTAL EXPENDITURES

EXCESS OF EXPENDITURES OVER REVENUES

OTHER FINANCING SOURCES (USES)

Interfund Transfer to General Fund

TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCE

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

The accompanying notes are an integral part of these financial statements

11

9,377

725,640
1"615

736,632

713,142
222,311

76,482
22,425

7,168,387

37,009,010
11,156,738

1,87',7,895

7,379,318

59,625,708

(58,889,076)

(765,589)

(765,589)

154,166,008

$ 94.511.343



SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUI\D

GENERAL OBLIGATION BONDS
NOTES TO THE FINAN:Jf,? STATEMENTS

A. Definition of the Fund

The Building Fund (21-39) was formed to account for property acquisition and construction of new

schools as well as renovation of current schools for the San Dieguito Union High School District
(District), through expenditures of general obligation bonds issued under the General Obligation

Bonds Election of 2012. Fund (21-39) is one of the Building Funds of the District.

B. Summary of SignifÏcant Accounting Policies

Basis of Presentation

The accompanying financial statements have been prepared in conformity with accounting principles

generally accepted in the United States of America, as prescribed by the Governmental Accounting

Standards Board (GASB) and Audits of State and Local Governmental Uzlls issued by the American

Institute of Certified Public Accountants.

Fund Structure

The accompanying financial statements are used to account for the transactions of the Building Fund

(21-39) specific to Proposition AA as defined in Note A and are not intended to present fairly the

financial position and results of operations of San Dieguito Union High School District in conformity
with accounting principles generally accepted in the United States of America.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the

accounts and reported in the financial statements. Basis of accounting relates to the timing of
measurement made, regardless of the measurement focus applied.

Building Fund (21-39) is maintained on the modified accrual basis of accounting. Its revenues are

recognized in the accounting period in which they become both measurable and available to finance

expenditures of the current fiscal period. Expenditures are recognized in the accounting period in
which the liability is incurred (when goods are received or services rendered). With this
measurement focus, only current assets and current liabilities generally are included on the balance

sheet. The statement of revenues, expenditures, and changes in fund balance reports on the sources

(revenues and other financing sources) and uses (expenditures and other financing uses) of current

financial resources.

Budgets and Budgetary Accounting

The Board of Trustees adopts an operating budget no later than July 1 in accordance with state law.

This budget is revised by the Board of Trustees during the year to give consideration to unanticipated

revenue and expenditures primarily resulting from events unknown at the time of budget adoption.
The District employs budget control by minor object and by individual appropriation accounts.

Expenditures cannot legally exceed appropriations by major object account.
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SAN DIEGUITO T]i\ION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BONDS
NorEs ro rHE FrNAN:#1L6 srArEMENrs

(Continued)

B. Summary of Significant Accounting Policies (Continued)

Encumbrances

The District utilizes an encumbrance accounting system under which purchase orders, contracts and

other commitments for the expenditure of moniés are recorded in order to reserve that portion of the

applicable appropriation. Enôumbrances are liquidated at June 30 since they do not constitute

expenditures or liabilities.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets

unå liubilities ãnd disclosure of contingent assets and liabilities at the date of the financial statements

and reported amounts of revenues unã 
"*p.nr.s 

during the reporting periods. Actual results could

differ from those estimates'

Cash in County TreasurY

In accordance with Education Code $41001, the District maintains a substantial amount of its cash in

the San Diego County Treasury. The County pools these funds with those of other districts in the

County and învests the cash. TLese pooled funds are carried at cost, which approximates fair value,

in accordance with the requirements of GASB Statement No' 3 l '

Interest earned is deposited quarterly into participating funds. Any investment losses are

proportionately shared by all funds in the pool.

The county is authorized to deposit cash and invest excess funds by California Government Code

$53643 etseq. The funds maintâined by the county are either secured by federal depository insurance

or are collateralized.

Information regarding the amount of dollars invested in derivatives with San Diego County Treasury

was not available.

Re c e iv abl e s and P ayab Ie s

Transactions between funds that are representative of lending/bonowing arrangements outstanding at

the end of the fiscal year are referred to as interfund receivables/payables. Accounts receivable are

recorded net of estimated uncollectible amounts. There were no significant receivables that are not

scheduled for collection within one year of year-end.
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING F'UND

GENERAL OBLIGATION BONDS
NOTES TO THE FINANCIAL STATEMENTS

(Continued)

B. Summary of Significant Accounting Policies (Continued)

Fund Balances - Governmental Funds

Fund balances of the governmental funds are classified as follows:

Nonspendable Fund Balance - represents amounts that cannot be spent because they are either not in

spendable form (such as inventory or prepaid insurance) or legally required to remain intact (such as

notes receivable or principal of a permanent fund).

Restricted Fund Balance - represents amounts that are constrained by external parties, constitutional

provisions or enabling legislation.

Committed Fund Balance - represents amounts that can only be used for a specific purpose because

of a formal action by the Distriòt's governing board. Committed amounts cannot be used for any other

purpose unless the governing board removes those constraints by taking the same type of formal

àction. Committed iund balãnce amounts may be used for other purposes with appropriate due

process by the governing board. Commitments are typically done through adoption and amendment

of tn" buáget. Committed fund balance amounts differ from restricted balances in that the constraints

on their use do not come from outside parties, constitutional provisions, or enabling legislation.

Assigned Fund Balance - represents amounts which the District intends to use for a specific purpose,

but that do not meet the criteria to be classified as restricted or committed. Intent may be stipulated by

the governing board or by an official or body to which the governing board delegates the authority.

Speðinc amounts that are not restricted or committed in a special revenue, capital projects, debt

sérvice or permanent fund are assigned for purposes in accordance with the nature of their fund type

or the fund's primary purpose. Assignments within the general fund conveys that the intended use of
those amounti is for aipecific purpose that is narrower than the general purposes of the District itself.

Unassigned Fund Balance - represents amounts which are unconstrained in that they may be spent for

uny puipor". Only the general fund reports a positive unassigned fund balance. Other governmental

funds might report a negative balance in this classification because of overspending for specific

purposes for which amounts has been restricted, committed or assigned.

When an expenditure is incurred for a purpose for which both restricted and unrestricted fund balance

is available, the District considers restricted funds to have been spent first. When an expenditure is

incurred for which committed, assigned, or unassigned fund balances are available, the District

considers amounts to have been spent first out of committed funds, then assigned funds, and finally

unassigned funds.
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUNI)

GENERAL OBLIGATION BONDS
NOTES TO THE FINAì{CIAL STATEMENTS

(Continued)

B. Summary of Significant Accounting Policies (Continued)

Deferred Inflows and Deferred Outflows of Resources

Deferred outflows of resources is a consumption of net assets or net position that is applicable to a

future reporting period. Deferred inflows of ."rourc"r is an acquisition of net assets or net position

that is applicaUle to a future reporting period. Deferred outflows of resources and defeffed inflows of

resources are recorded in accoidance with GASB Statement numbers 63 and 65. At June 30, 2016 the

District,s Building Fund (21-3g) did not have any deferred inflows or deferred outflows of resources.

Fair Value Measurements

The District categorizes its fair value measurements within the fair value hierarchy established by

generally u.""pt"ã accounting principles as defined by Governmental Accounting Standards Board

icasgi Statement No. 72. Thé hierarchy is based on the valuation inputs used to measure the fair

value of the asset. The hierarchy is detailed as follows:

Level I Inputs: euoted prices (unadjusted) in active markets for identical assets or liabilities that

a government can access at the measurement date'

Level2lnputs: Inputs other than quoted prices included within Level I that are observable for

an asset or liability, either directly or indirectly.

Level 3 Inputs: Unobservable inputs for an asset or liability'

For the current fiscal year the District's Building Fund (21-39) did not have any recurring or

nonrecurring fair value measurements.

Change in Accounting Policies

In February 2015 the Governmental Accounting Standards Board (GASB) issued Statement No. 72

Fair Value Measurement and Application. This statement addresses accounting and financial

reporting issues related to fair value measurements. The definition of fair value is the price that would

be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measu."rn"nt dute. This Statement provides guidance for determining a fair value

measurement for financial reporting purposes. This Statement also provides guidance for applying

fair value to certain investments and disclosures related to all fair value measurements' The District

has implemented the guidance under GASB Statement No. 72 into their accounting policies effective

for the fiscal year ending June 30, 2016.
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BONDS
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30,2016
(Continued)

B. Summary of Significant Accounting Policies (Continued)

In June 2015 the Governmental Accounting Standards Board (GASB) issued Statement No. 76 The

Hierarchy of Generally Accepted Accounting Principles for State and Local Governments' The

objective of this Statement is to identify - in the context of the current governmental financial

reiorting environment - the hierarchy of generally accepted accounting principles (GAAP). The

"dAAp-hi"rarchy" consists of the rou.c"r of accounting principles used to prepare financial

statements of state and local governmental entities in conformity with GAAP and the framework for

selecting those principles. ihis Statement reduces the GAAP hierarchy to two categories of
authoritátive GAAP anã addresses the use of authoritative and nonauthoritative literature in the event

that the accounting treatment for a transaction or other event is not specified within a source of
authoritative GAAÞ. This Statement supersedes Statement No. 55, The Hierarchy of Generally

Accepted Accounting principles for StatJand Local Governments. The District has implemented the

guidaice under GASB Statement No. 76 into their accounting policies effective for the fiscal year

ending June 30, 2016'

C. Cash and Investments

Cash in County TreasurY

In accordance with Education Code Section 41001, the District maintains significantly all of its cash

in the San Diego County Treasury as part of the common investment pool. As of June 30, 2016, the

portion of casñ in county treasury attributed to Building Fund (21-39) was $99,016,030. The fair

value of Building Fund (21-39)'s portion of this pool as of that date, as provided by the pool sponsor,

was $99,016,03-0. Assumptions made in determining the fair value of the pooled investment

portfolios are available from the County Treasurer.

The District is considered to be an involuntary participant in an external investment pool as the

District is required to deposit all receipts and collections of monies with their County Treasurer

(Education Code Section 41001).

The fair value of the District's investment in the pool is reported in the accounting financial

statement at amounts based upon the District's pro-rata share of the fair value provided by the

County Treasurer for the entire portfolio (in relation to the amortized cost of that portfolio). The

balance available for withdrawal is based on the accounting records maintained by the County

Treasurer, which is recorded on the amortized cost basis.

The San Diego County Treasury is not registered with the Securities and Exchange Commission

(SEC) as an investment company; however, the County Treasury acts in accordance with investment

policíes monitored by a Treasury Oversight Committee consisting of members appointed by

þarticipants in the investment pool and up to five members of the public having expertise, or an

àcademic background, in public finance. In addition, the County Treasury is audited annually by an

independent auditor.
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSTTION AA BUILDING FUNI)

GENERAL OBLIGATION BONDS
NOTES TO THE F'INANCIAL STATEMENTS

(Continued)

C. Cash and Investments (Continued)

Investments

The District is authorized under California Government Code to make direct investments in local

agency bonds, notes, or warrants within the State: U.S. Treasury instruments; registered State

warrants or treasury notes; securities of the U.S. Government, or its agencies; bankers acceptances;

commercial paper; certificates of deposits placed with commercial banks and/or savings and loan

companies; repurchase or reverse repurchaie agreements; medium term corporate notes; shares of

beneficial interest issued by diveriified management companies; certificates of participation;

obligations with first priority security; and collateralized mortgage obligations'

Analysis of Specific Deposit and Investment Risks

GASB Statement No. 40 requires a determination as to whether the District was exposed to the

following specific investment risks at year end and if so, the reporting of certain related disclosures:

a. Credit Risk

Credit risk is the risk that an issuer or their counterpa(ry to an investment will not fulfill its
obligations. The county is restricted by Government Code Section 53635 pursuant to Section

536õl to invest only in time deposits, U.S. government securities, state registered warrants, notes

or bonds, State Treasurer's invôstment pool, bankers' acceptances, commercial paper, negotiable

certificates ofdeposit, and repurchase or reverse repurchase agreements. The ratings ofsecurities

by nationally recbgnized rating agencies are designed to give an indication of credit risk. At year

"nd, 
th" District's-Building Fund (21-39) was not exposed to credit risk. The San Diego County

Investment Pool is rated AAA by Standard & Poors and Federated Treasury Obligations are

rated AAAf/S1 by Standard & Poors.

b. Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository insurance and

the deposits arô uncollateralized, collateralized with securities held by the pledging financial

instituiion, or collateralized with securities held by the pledging financial institution's trust

department or agent but not in the District's name. At year end, the District's Building Fund

(21-39) was not exposed to custodial credit risk.

c. Concentration of Credit Risk

This risk is the risk of loss attributed to the magnitude of a government's investment in a single

issuer. The investment policy of the District contains no limitations on the amount that can be

invested in any one issuer beyond the amount stipulated by the California Government Code.

Investments in any one issuer that represent five percent or more of the total investments are

either an external investment pool and are therefore exempt. As such, the District's Building Fund

(21-39) was not exposed to concentration of credit risk.
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SAN DIEGUITO I]NION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FLIIID

GENERAL OBLIGATION BONDS
NOTES TO THE F'INANCIAL STATEMENTS

(Continued)

C. Cash and Investments (Continued)

d. Interest Rate Risk

This is the risk that changes in interest rates will adversely affect the fair value of an investment.

Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to

changes-in market interest rates. The District manages its exposures to interest rate risk by

investing in the county Pool.

e. Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an investment. At year

end, the District's Building Fund (21-39) was not exposed to foreign currency risk.

f. Investment Accounting PolicY

The District is required by GASB statement No. 3l to disclose its policy for determining which

investments, if any are reported at amortized cost. The District's general policy is to report

money market investments and short-term participating interest-earning investment contracts

using a cost-based measure; however, if the fair value of an investment is significantly affected

by the impairment of the credit standing of the issuer or by other factors, it is reported at fair

value.

All other investments are reported at fair value unless a legal contract exists which guarantees a

higher value. The term "short-term" refers to investments which have a remaining term of one

yeã. or less at time of purchase. The term "nonparticipating" means that the investment's value

does not vary with market interest rate changes. Nonnegotiable certificates of deposit are

examples of nonparticipating interest-earning investment contracts.

Investments Authorized by the Califurnia Government Code and the District's Investment Policy

The table below identifies the investment types that are authorized for the District by the California

Government Code (or the District's investment policy, where more restrictive). The table also

identifies certain provisions of the California Government Code (or the District's investment policy

where more restrictive) that address interest rate risk, credit risk, and concentration of credit risk.

This table does not address investments of debt proceeds held by bond trustee that are governed by

the provisions of debt agreements of the District, rather than the general provisions of the California
Government Code or the District's investment policy.
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SAN DIEGUITO UNION HIGII SCHOOL DISTRICT
PROPOSITION AA BUILDING FUNI)

GENERAL OBLIGATION BONDS
NOTES TO THE FINANCIAL STATEMENTS

(Continued)

C. Cash and Investments (Continued)

Authorized Investment Tvpe

Maximum

Remaining

Maximum

Percentage of
Portfolio

Maximum

Investment in

One IssuerMaturitv

Local Agency Bonds, Notes, Warrants

Registered State Bonds, Notes, Warrants

U. S. Treasury Obligations

U.S. Agency Securities

Banker's Acceptance

Commercial Paper

Ne gotiable Certiftcates of Deposit

Repurchase Agreements

Reverse Repurchase Agreements

Medium-Term Corporate Notes

Mutual Funds

Money Market Mutual Funds

Mortgage Pass-Through Securities

County Pooled Investment Funds

Local Agency Investment Funds

Joint Powers Authority Pools

D. Accounts Receivable

Accounts receivable at June 30,2016 consisted of:

5 Years

5 Yeârs

5 Years

5 Years

180 Days

270Days

5 Years

1 Year

92Days
5 Years

N/A
N/A

5 Years

N/A
NiA
N/A

None

None

None

None

40%

25%

30%

None

20% of Base

30%

20%

20%

2U/o

None

None

None

None

None

None

None

30%

t0%
None

None

None

None

t0%

10%

None

None

None

None

Accrued Interest

Other Local Income

Total

E. Accounts Payable

$ 152,893

83

$ 3,879,041

1,010

7,199

$ 3,887,250

$ 152,976

Accounts payable at June 30,2016 consisted of:

Vendors Payable

Use Tax Payable

Accrued Salaries and Benefits

Total
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUNI)

GENERAL OBLIGATION BONDS
NOTES TO THE FINANCIAL STATEMENTS

(Continued)

F. Interfund Transactions

Interfund receivable and payable balances at June 30,2016 are as follows

Due to General Fund $ 765'589

The amount due to the General Fund represents the portion of lease principal payment due on the

solar facilities project in accordance with the authorized purpose under the facility lease agreement

with the San Diegùito Public Facilities Financing Authority in the amount of $765,589.

Due to Self Insurance Fund s 4,824

The amount due to the Self Insurance Fund represents Other Post-Employment Benefits (OPEB)

contribution costs for employees charged to Building Fund (21-39).

All expenses charged were in conjunction with the Bond Project List as listed in the full text of the

Proposition AA Ballot Measure'

Interfund transfers to and from other funds at June 30, 2016 are as follows:

Transfer to General Fund 
-$-?65,589-

The amount transferred to the General Fund represents the portion of lease principal payment due on

the solar facilities project in accordance with the authorized purpose under the facility lease

agreement with the San Dieguito public Facilities Financing Authority in conjunction with the Bond

Project List as listed in the full text of the Proposition AA Ballot Measure'

G. Long-Term Debt

The outstanding bonded debt as of June 30,2016 is as follows:

Date of

Issuance

4nU13

4l15lls

4lnl13

4ilsll5

411v13

Interest Rate

1,00-5.00%

0.60-4.50%

Premium

Premium

Discount

08/0 I /38

08/0 1/40

08/0 1/38

08/0 1/40

08/0 l/38

Maturity

Date

Amounts

0utstanding

Issue

$ I 60,000,000

$1 17,040,000

$ 8,336,717

$ 6,379,386

$ (744,000)

Amounts

0utstanding

July 1,2015

$ 149,755,000

1 17,040,000

7,695,431

6,315,592

(686,770)

Issued

Current Year

Redeemed

Cunenl Year

Amounts

0utstanding

June 30,2016

$ $ 5,535,000

320,643

255,175

(28,61Ð

$ 144,220,000

1 17,040,000

7,374,788

6,060,417

(658, I 55)

Totals $280,1 19,253 $

20
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BONDS
NOTES TO THE FINANCIAI STATEMENTS

(Continued)

G. Long-Term Debt (Continued)

General Obligation Bonds

2013 General Obligation Bonds

In April 2013,theDistrict issued $2,320,000 taxable, 2012Election, Series A-1, General Obligation

Bonås and $157,680,000 tax-exempt, 2012 Election, Series A-2 General Obligation Bonds' The

issue consisted of $93,035,000 of current interest bonds with interest rates ranging from 1.00% to

5.00% with annual maturities from August2014 through August 2033 and $66,965,000 in a term

bond with an interest rate of 4.00% with an annual maturity date of August 1, 2038. Interest on the

bonds accrues from the date of delivery and is payable semiannually on February 1 and August I of
each year, commencing February 1,2014. The bonds were authorized at an election of the registered

voters held on November 6, 2012 at which 55%o or more of the persons voting on the proposition

voted to authorize the issuance and sale of bonds in order to finance specific construction,

acquisition and modernizationprojects approved by the voters including lease payments with respect

to such facilities in addition to purchasing the San Dieguito Public Facilities Authority's interest in,

and pay and prepay lease payments due on the Torrey Pines High School Projects.

2015 General Obligation Bonds

In April 2015,the District issued $7,010,000 taxable, 2012Election, Series B-1, General Obligation

Bonás and S110,030,000 tax-exempt, 2012 Election, Series B-2 General Obligation Bonds. The

issue consisted of $61,050,000 of current interest bonds with interest rates ranging from 0.60% to

4.50% with annual maturities from August 2016 through August 2036 and $55,990,000 in a term

bond with an interest rate of 4.00% with an annuity maturity date of February l,2040.lnterest on

the bonds accrues from the date of delivery and is payable semiannually on February I and August I

of each year, commencing February 1, 2016. The bonds were authorized at an election of the

registereã voters held on November 6,2012 at which 55%o ot more of the persons voting on the

põposition voted to authorize the issuance and sale of the bonds in order to finance specific

ðonitruction, acquisition and modernization projects approved by the voters including lease

payments with reipect to such facilities in addition to purchasing the San Dieguito Public Facilities

Àúthority's intereJt in and pay and prepay lease payments due on the Torrey Pines High School

Projects.

Bond Premium and Discount

Bond premium arises when the market rate of interest is higher than the stated interest rate on the

bond. benerally Accepted Accounting Principles (GAAP) require that the premium increase the face

value of the bond and then amortize the premium over the life of the bond as interest. Bond discount

arises when the market rate of interest is lower than the stated interest rate on the debt' Generally

Accepted Accounting Principles (GAAP) require that the discount decrease the face value of the

debt and then amortize the discount over the life of the debt as interest.
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING F'UND

GENERAL OBLIGATION BONDS
NOTES TO THE X'INANCIAL STATEMENTS

JUNE 30,2016
(Continued)

G. Long-Term Debt (Continued)

The following bonds were issued at a premium resulting in an effective interest rate as follows:

2013 2015

Series A Series A

$ 88,265,753Total Interest Payments on Bond

Less Bond Premium

Net Interest Payments

Par Amount of Bonds

Periods

Effective Interest Rate

Par Amount of Bonds

Periods

Effective Interest Rate

s 113,607,493

(8,336,717) (6,3 79.386\

105 776 91,886,367

Discounts issued on the debt resulted in an effective interest rate as follows:

2013

Series A
Bonds

Total Interest Payments on Bond

Add Discount

Net Interest Payments

s 113,607,493

744,000
174,3 51,493

$ 160,000,000

25

2.630%

$ 160,000,000

25

2.8s0%

$ 117,040,000

25

2.790%
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BOI{I)S
NorES ro rHE FrNAN:#r? srArEMENrs

(Continued)

G. Long-Term Debt (Continued)

Debt service requirements on the general obligation bonds, net of premium and discount, as of June

30,2016 is as follows:

Year Ending

June 30, Principal Interest Total

20r7
201 8

20r9
2020
2021

2022-2026

2027-2031
2032-2036

2037-204t

7,010,000

3,500,000

3,035,000

l,320,ooo
1,745,000

16,480,000

44,065,000

77,445,000
106.660,000

10,404,480

10,330,950

10,217,750

I 0,1 30,650

10,069,350

48,501,050

41,955,725

29,679,787

10,130,588

s 17,414,480

13,830,950

73,252,750

I 1,450,650

11,814,350

64,981,050

86,020,725

707,124,787

I 16,790,588

$ $

Totals $ 261,260,000 $ 181,420,330 s 442,680,330

H. ConstructionCommitments

As of June 30, 2016, the Building Fund had the following commitments with respect to unfinished
capital projects:

*Þçected

Date ofFinal

Construction in Process: C-onrnitnprit C-onpletion

C:nyon Crest Academy - BuildingB

Earl Wanen l\fiddle School - New Canpus

I-a Costa Cbnyon High School - Phase 2 HVAC

GkCrest lWddle School - Drainage and MediaCenter Inprovernents

San Deguito High School Academy - Ir4ath and Science Building

Toney Pines Fügþ School - Building B - Phase la,b,c

*Expected date of final completion subject to change.

$ 72,522,578

4r,9ñ,350
l,7l2,r5o
4,906,w1

18,884,1 12

21,341,X)8

08t21120t7

0812U20t7

fi128/20t6

w02/2016

0421/2017

0ll06D0t7
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PROPOSITION AA BUILDING FUND

GENERAL OBLIGATION BONDS
NorES ro rHE FrNAN::ärsrArEMENrs

(Continued)

I. Subsequent Events

General Obligation Bonds

In July 2016, the District issued $795,000 taxable 2012 Election, Series C-1 General Obligation

Bonds and $61,205,000 tax-exempt2012 Election, Series C-2 General Obligation Bonds. The issue

consisted of $14,000,000 in Serial Bonds with interest rates ranging from .080% to 4.75yo with
annual maturities from August 2017 through August 2036 and $48,000,000 in a term bond with an

interest rate of 3.00%o with an annual maturity date of February 1, 2041.Interest on the bonds accrues

from the date of delivery and is payable semiannually on February I and August I of each year

commencing on Augustl,2017. The bonds were authorizedat an election of the registered voters

held on November 6, 2012 at which 55%o or more of the persons voting on the proposition voted to

authorize the issuance and sale of bonds in order to finance specific construction, acquisition and

modernization projects approved by the voters including lease payments with respect to such facilities

in addition to purchasing the San Dieguito Public Facilities Authority's interest in, and pay and

prepay lease payments due on the Torrey Pines High School Projects.
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Brian K. HadleY, CPA

Governing Board Members and

Citizens Oversight Committee
San Dieguito Union High School District
Encinitas, California

Aubrey W. King, CPA

Kevin A. Sproul, CPA

EmerYville Office
1900 Powell Street, Suite 600 Emeryville, CA 94608
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WILKINSON HRPITY
KINC & CO. LLP

CPÀs A.ND ADVISORS

INDEPENDENT AUDITORSO REPORT ON INTERNAL CONTROL OVER

FINANCIAL REPORTING AND ON COMPLIANCN AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMEI)

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of

America and the standards applicable to financial audits contained in Government Auditing Standards

issued by the Comptroller dénerat of the United States, the financial statements of Proposition AA

Building Fund (zt-jq) of San Dieguito union High school District, which comprise the balance sheet as

of June 
-3 

0, 20 I à, and the related statement of revenues, expenditures, and changes in fund balance for the

year then énded, and the related notes to the financial statements, and have issued our report thereon dated

February 20,2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered San Dieguito Union High

School District's internai control over financial reporting (internal control) to determine the audit

procedures that are appropriate in the circumstances for the purpose of exp_ressing our opinion on the

financial statements, Uút nòt for the purpose of expressing an opinion on the effectiveness of San Dieguito

Union High School District's intérnal control. Accordingly, we do not express an opinion on the

effectiveness of the District's internal control'

A deficiency in internal control exists when the design or operation of a control does not allow

*unug"1¡1"ni or employees, in the normal course of performing their assigned-functions, to prevent, or

deteciand correct, misstatements on a timely basis. A material wealcness is a deficiency' or a combination

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement

of the District's financial statements will not be prevented, or detected and corrected on atimely basis. A

significant deficiency is a defìciency, or a combination of deficiencies, in internal control that is less

severe than a material weakness, yet important enough to merit attention by those charged with

governance.

our consideration of internal control was for the limited purpose described in the first paragraph of this

section and was not designed to identify all deficiencies in internal control that might be material

weaknesses or significant ãeficiencies. Given these limitations, during our audit we did not identiff any

deficiencies in iniernal control that we consider to be material weaknesses. However, material weaknesses

may exist that have not been identified'

EI Cajon Office
218 W. Douglas Avenue El Cajon, CA 92O2O

Tel. (619) 447'6700 Fax (619) 447-6707 25



Compliance and Other Matters

As part of obtaining reasonable assurance about whether San Dieguito Union High School District's
fÌnancial statements are free from 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of intemal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the District's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District's intemal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Lùúár** r{"//"X-K,'î. / &, /Lø
/

El Cajon, California
February 20,2017
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INDEPENDENT AUDITOR'S REPORT ON PERFORMANCE

Governing Board Members and

Citizens Bond Oversight Committee
San Dieguito Union High School District
Encinitas, California

We have audited the financial statements of the Proposition AA Building Fund (21-39) of San Dieguito

Union High School District as of and forthe fiscal year ended June 30, 2016 and have issued our report

thereon dated Febru ary 20, 2017 . ov audit was made in accordance with generally accepted auditing

standards in the United States of America and, accordingly, included such tests of the accounting records

and such other auditing procedures as we considered necessary in the circumstances.

We conducted this performance audit in accordance with generally accepted government auditing

standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate

evidence to provide a reasonabie basis for ouì findings and conclusions based on our audit objectives. We

believe thatìhe evidence obtained provides a reasonable basis for our findings and conclusions based on

our audit objectives.

In connection with our performance audit, we performed an audit for compliance as required in the

performance requireme"tr ror the proposition 39 Þroposition AA General obligation Bonds for the fiscal

year ended Junô 30,2016. The objeótive of the audit of compliance applicable to San Dieguito union

itigh S"hool District is to determine with reasonable assurance that:

o The proceeds from the sale of the Proposition AA Bonds were only used for the purposes set

forth in the ballot measure and not for any other purpose, such as teacher and administrative

salaries.

o The Governing Board of the District, in establishing the approved projects set forth in the ballot

measure, will}odernize, replace, renovate, construct, acquire, equip, furnish, and otherwise

improve facilities of the District as noted in the bond project list.

In performing our audit of compliance, we performed procedures including but not limited to those listed

as follows:

Internal Control Evaluation

Procedure Performed:

Inquiries were made of management regarding internal controls to:
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All purchase requisitions are reviewed for proper supporting documentation. The Project Manager or the

Exeðutive Direc-tor of Planning Services gives directions and submits documentation to the Construction

and Facilities Coordinator to initiate a purchase requisition. The budget is verified by the Facilities

Planning Analyst (Budget) and supporting documents are reviewed by a second Facilities Planning

Analyst (Contracts). This requisition is first forwarded to the Executive Director of Planning Services for
an initial review and then forwarded to the finance office where the Budget Analyst verifies the budget

string and the requisition is subsequently reviewed and approved by the Chief Financial Officer, Chief

Facilities Officer, and the Director of Purchasing to ensure the requested purchase is an allowable project

cost in accordance with the Proposition AA ballot measure initiative approved by local voters as well as

the board approved budget, and by the Accounting Specialist that all expenditures are properly recorded

by project and expense category. Oncs the purchase requisition has gone through the approval process,

the paõilities Planning Analyst (Contracts) creates a purchase order, which is provided to the vendor, who

proceeds to provide the requested services or goods. Other copies of the purchase order are also submitted

io the finance offrce, purchasing office, and the Facilities Planning Analyst (Budget) for monitoring and

review.

When the invoice is received the Executive Director of Planning Services and Facilities Planning Analyst

(Budget) verify that the charges are consistent with the amounts on the approved contraclpurchase order,

then the invoice is subsequently signed and approved by the Project Manager and Chief Facilities Officer

and either e-mailed or scanned to the finance office for subsequent approval. Invoices are approved by the

Accounting Technician and monitored by the Chief Financial Officer in the finance office and

subsequently processed through the accounts payable system of the District for payment. The invoices

and support documents are submitted to the San Diego County Office of Education's Commercial

Warrant Unit for audit to ensure compliance with procurement regulations and good business practices

before payment is released. The commercial warrants are routed back to the District finance office where

they are signed by the Chief Financial Officer and then forwarded to the Facilities Planning and

Construction Offi ce for appropriate distribution.

Results of Procedures Performed:

The results of our audit determined the internal control procedures as implemented are sufficient to meet

the financial and compliance objectives required by generally accepted accounting standards and

applicable laws and regulations.

Facilities Site Review

Procedures Performed:

We reviewed the Independent Citizens' Oversight Committee minutes and agenda including the

information on the tour of Proposition AA ongoing projects and determined that Proposition AA funds

expended for the year ended June 30, 2016 were for valid facilities acquisition and construction purposes

as stated in the Bond Project List.

Results of Procedures Performed:

Based on our review, of the Independent Citizens' Oversight Committee meetings, the documentation of
the Proposition AA projects tour, and the explanation of management, it appears the construction work
performed was consistent with the Bond Project List.
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Tests of Contracts and Bid Procedures

Procedures Performed:

We reviewed the District's board minutes for approval of construction contracts and change orders, if
any, to determine compliance with the District's policy and Public Contract Code provisions related to
biddings and contracting.

Results of Procedures Performed:

'We noted no instances where the District was out of compliance with respect to contracts and bidding
procedures.

Tests of Expenditures

Procedures Performed:

\üe tested expenditures to determine whether Proposition AA funds were spent solely on voter and Board
approved school facilities projects as set forth in the Bond Project List and the Proposition AA ballot
measure language. Our testing included a sample of vendor and payroll payments totaling $56,281,903 or
approximately 94.39% of total expenditures for the year. Our testing included $55,324,025 of capital
outlay expenditures which was 94.42o/o of capital outlay expenses.

Results of Procedures Performed:

We found no instances where expenditures tested were not in compliance with the terms of the Proposition
AA ballot measure and applicable state laws and regulations.

Citizens' Oversight Committee

Procedures Performed:

We have reviewed the minutes of the Citizens' Oversight Committee meetings to verify compliance with
Education Code Sections 75278 through 15282.

Results of Procedures Performed:

\ùy'e have determined the San Dieguito Union High School District's Proposition AA Citizens' Oversight
Committee and its involvement is in compliance with Education Code Sections 15278 through 15282.
Our audit of compliance made for the purposes set forth in the second and third paragraphs of this report
above would not necessarily disclose all instances of noncompliance. In our opinion, the District
complied, in all material respects, with the compliance requirements for the Proposition AA Building
Fund, for the fiscal year ended June 30, 2016.

This report is intended solely for the information and use of the District's Governing Board, the
Proposition AA Independent Citizens' Oversight Committee, management, others within the entity, and

the taxpayers of San Dieguito Union High School District and is not intended to be and should not be

used by anyone other than these specified parties.

u)4ároo* r|/a/Á,r-K'*f / C'., /J.a
/

El Cajon, California
February 20,2017
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FINDINGS AND RESPONSES SECTION



SA¡I DIEGUITO TJNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FUI\D

SCHEDULE OF F'II\DINGS AND RESPONSES
YEAR ENDED JttNE 300 2016

There were no findings to report.

30



SAN DIEGUITO IINION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FI]IÍI)

SCHEDULE OT'PRIOR AT]DIT FINDINGS
YEAR ENDED JrINE 30,2016

There were no audit findings noted for the fiscal year ended June 30, 2015.
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