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TUESDAY, MARCH 14, 2017  District Office / Technology Lab - 206 
6:00 PM   710 ENCINITAS BLVD., ENCINITAS, CA  92024 
 

Welcome to the meeting of the Independent Citizens Oversight Committee of the San Dieguito Union 
High School District.  
 

PUBLIC COMMENTS  

If you wish to speak regarding an item on the agenda, please complete a speaker slip located at the sign-in desk 
and present it to the Secretary to the Committee prior to the start of the meeting.  When the Committee Presiding 
Officer invites you to the podium, please state your name, before making your presentation.   

Persons wishing to address the Committee on any bond program-related issue not elsewhere on the agenda are 
invited to do so under the "Public Comments" item. If you wish to speak under Public Comments, please follow the 
same directions (above) for speaking to agenda items.   

In the interest of time and order, presentations from the public are limited to three (3) minutes per person, per topic.  
The total time for agenda and non-agenda items shall not exceed twenty (20) minutes. An individual speaker's 
allotted time may not be increased by a donation of time from others in attendance.  

In accordance with the Brown Act, unless an item has been placed on the published agenda, there shall be no 
action taken.  They may 1) acknowledge receipt of the information, 2) refer to staff for further study, or 3) refer the 
matter to the next agenda. 
 
 
PUBLIC INSPECTION OF DOCUMENTS 

In compliance with Government Code 54957.5, agenda-related documents that have been distributed to the 
Committee less than 72 hours prior to the Meeting will be available for review on the Committee website,         
www.sduhsd.net/ICOC and/or at the district office.  Please contact the Business Services Office for more 
information. 
 
 
CELL PHONES / ELECTRONIC DEVICES 

As a courtesy to all meeting attendees, please set cellular phones and/or electronic devices to silent mode and 
engage in conversations outside the meeting room. 
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MEETING OF THE INDEPENDENT CITIZENS OVERSIGHT COMMITTEE  
OF THE SAN DIEGUITO UNION HIGH SCHOOL DISTRICT 

 
SPECIAL MEETING 

AGENDA 

TUESDAY, MARCH 14, 2017 District Office / Technology Lab - 206 
6:00 PM 710 Encinitas Blvd., ENCINITAS, CA  92024 

 

PRELIMINARY FUNCTIONS ................................................................................................ (ITEMS 1 - 3) 

 1. CALL TO ORDER ...................................................................................................................... 6:00 PM 
  * WELCOME / MEETING PROTOCOL REMARKS ..................................................... COMMITTEE PRESIDENT 

 2. PLEDGE OF ALLEGIANCE  

 3. PUBLIC COMMENTS 
 In accordance with the Brown Act, unless an item has been placed on the published agenda, there 

shall be no action taken. The Committee may 1) acknowledge receipt of the information, 2) refer to 
staff for further study, or 3) refer the matter to the next agenda. (See Agenda Cover Sheet)   

 

INFORMATION ITEMS  ......................................................................................................... (ITEMS 4 - 5)        

    4. STAFF REPORT ...................................................................................................................... ERIC DILL 

 5.  REVIEW OF THE PROP AA 2015/16 ANNUAL AUDIT .................... MIKE MEARS/WILKINSON, HADLEY, KING 
          
DISCUSSION/ACTION ITEMS  ............................................................................................. (ITEMS 6 - 8) 

     6. DRAFTING AND APPROVAL OF ICOC 2016 ANNUAL REPORT .......................................... RHEA STEWART  
 Moved by _____, second by _____, to approve the Prop AA Independent Citizens Oversight 

Committee 2016 Annual Report, in substantially the form being presented, subject to any 
corrections, as needed. 

     7. FUTURE AGENDA ITEMS 
  -  Scheduling of future meeting dates (April)  

     8.  MEETING ADJOURNMENT 

 

 

 

The next regularly scheduled Independent Citizens Oversight Committee meeting will be held on April 
18, 2017, at 6:00 PM in the San Dieguito Union H.S. District Office Board Room 101. The District Office 
is located at 710 Encinitas Blvd., Encinitas, CA, 92024. 

ICOC Special Mtg. Agenda Packet, 3/14/17 
Page 2 of 60



 
San Dieguito Union High School District 

 
INFORMATION REGARDING ICOC AGENDA ITEM 
 
TO: INDEPENDENT CITIZENS OVERSIGHT 

COMMITTEE 
    
DATE OF REPORT:  March 8, 2017  
 
ICOC MEETING DATE:  March 14, 2017 
 
PREPARED BY: Delores Perley, Chief Financial Officer 
 John Addleman, Exec. Director of Planning 

Svcs.  
        

SUBMITTED BY:   Eric R. Dill, Superintendent 
      
 
SUBJECT: REVIEW OF THE 2014-15 ANNUAL 

PROPOSITION AA BUILDING FUND AUDIT 
REPORT   

 
 

EXECUTIVE SUMMARY 
 
In November 2012, the San Dieguito community approved the passage of Proposition 
AA, a General Obligation Bond initiative.  Proposition 39 General Obligation bonds 
require an independent performance audit to ensure that funds have been expended 
only on the specific purposes listed in the ballot measure and a financial audit of the 
bond proceeds.  The audit also includes an evaluation of procedures including internal 
controls and the formation, composition and purpose of the Independent Citizens 
Oversight Committee.  
 
The District entered into an agreement for the annual Proposition AA audit with 
Wilkinson, Hadley, King, & Co. LLP – Certified Public Accountants.  The audit has been 
completed in accordance with state law.  Wilkinson, Hadley, King, & Co. LLP now 
presents the audit report for your review and acceptance.   
 
Findings and recommendations are noted on page 30 of the audit report.  The report 
does not contain any negative findings or identify any material weaknesses in the 
District’s internal controls.  In addition, review of the Proposition AA procedures and 
Independent Citizens Oversight Committee compliance requirements revealed no areas 
of noncompliance.   
 
The District is required to present the Prop 39 Independent Audit Report to the 
Independent Citizens Oversight Committee before March 31 of each year.  The Board 
of Trustees reviewed and accepted the Proposition AA audit report at its regularly 
scheduled meeting on March 9, 2017.   
 

ITEM 5
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RECOMMENDATION: 
 
It is recommended that the Committee review the 2015-16 annual Proposition AA 
Building Fund audit of the San Dieguito Union High School District, as prepared by 
Wilkinson, Hadley, King, & Co. LLP, as shown in the attached supplement. 
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SAII DIEGUITO T]IÍION HIGII SCHOOL DISTRICT
PROPOSITION AA BUILDING FUI\D

GENERAL OBLIGATION BONDS

AUDIT REPORT

JUNE 30,2016
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SAN DIEGUITO UNION HIGH SCHOOL DISTRICT
PROPOSITION AA BUILDING FT]I\D

GENERAL OBLIGATION BOIV)S
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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
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ICOC Special Mtg. Agenda Packet, 3/14/17 
Page 7 of 60



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
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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
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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
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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

6

ITEM 5

ICOC Special Mtg. Agenda Packet, 3/14/17 
Page 12 of 60



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
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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
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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.

9
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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

10
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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

ITEM 5

ICOC Special Mtg. Agenda Packet, 3/14/17 
Page 18 of 60



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.

l3
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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.

t6

ITEM 5

ICOC Special Mtg. Agenda Packet, 3/14/17 
Page 23 of 60



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

$ 6,082,203 $ 274,037,050
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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.

2l
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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%

22
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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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SAN DIEGUITO T]}[ION HIGH SCHOOL DISTRICT
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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P. Robert Wilkinson, CPA

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

Tel. (s10) sBB-8729 Fax (619) 447-6707

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
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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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P. Robert Wilkinson, CPA

Brian K. HadleY, CPA

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

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

WILKINSON HROTTY
KING 6L CO. LLP

CP.A.S ÀND ÂDVISORS

Aubrey W. King, CPA

Kevin A. Sproul, CPA

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

Tel. (51O) sBB'8729 Fax (619) 447-6707

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
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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.
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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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INFORMATION REGARDING ICOC AGENDA ITEM 

 
 
TO:     Independent Citizens Oversight Committee 
    
DATE OF REPORT:  March 8, 2017  
 
ICOC MEETING DATE:   March 14, 2017 
 
PREPARED &  
SUBMITTED BY: Limited Term Ad Hoc Committee: Rhea Stewart, 

Jeffery Thomas and Kim Bybee 
         
SUBJECT: INDEPENDENT CITIZENS OVERSIGHT COMMITTEE 

2016 ANNUAL REPORT  
 

   

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 
 

EXECUTIVE SUMMARY 
 
The Limited Term Ad Hoc Committee will present a working draft of the 2016 Independent 
Citizens Oversight Committee annual report at the March 14, 2017 Special meeting, as shown 
in the attached supplement. 
 
 
RECOMMENDATION: 
 
It is recommended that the Independent Citizens Oversight Committee approve the 2016 
Annual Report, in substantially the form being presented, subject to any corrections, as needed. 
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Proposition AA Independent Citizens Oversight Committee 2016 Annual Report 
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Dear Community Members, 
 
The Independent Citizens Oversight Committee (ICOC) of the San Dieguito Union High 
School District is pleased to present our third annual report.  The 2016 Annual report 

covers activity for the period ending December 31, 2016. 
 

 

Building on the commitment from the voters in 2012, the District has issued $277 $339 
million in general obligation bonds and has expended $188,012,707 on projects through 
December 31, 2016. 

 
The ICOC wishes to thank the District staff and project management team for their 

support, their detailed updates and transparency of information, not only to the 
Committee, but also to the public. 

 
We welcome your questions and comments.  You will find ICOC members’ e-mail 

addresses within this report. 
 
For more information about Proposition AA and the ICOC, please visit: 

www.sduhsd.net/PropAA 

www.sduhsd.net/ICOC 
 
 

Sincerely, 

Rhea A. Stewart 

President, 

San Dieguito Union High School District Independent Citizens Oversight Committee 
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Proposition AA Independent Citizens Oversight Committee 2016 Annual Report 
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INTRODUCTION 
 

Proposition AA is a $449 million bond initiative approved by over 55% of District voters 

in November 2012.  The Abbreviation section of the Proposition AA Bond Measure 
stated that Proposition AA is to "provide safe, modern schools and prepare students for 

success in college and careers by repairing and upgrading outdated classrooms and 
schools, construction and upgrading school facilities, including classrooms, science labs, 

and libraries, improving safety and security, and supporting career training and math, 

science, and technology instruction with 21st Century instructional technology and 
facilities."  See “Full Text of Measure” in Exhibit A. 

 
Proposition AA was passed under the rules of California Proposition 39 (passed in 

November 2000).  California Assembly Bill 1908 (executed July 2000) required school 
districts that passed Proposition 39 bonds, which requires that the Board of Trustees 

appoint an Independent Citizens Oversight Committee (ICOC) “ to monitor bond 
expendituresassure that funds are spent only on school and classroom improvements 

and for no other purposes”.  The purpose of the ICOC is responsible “to inform the public 
concerning the expenditure of bond revenues”for providing oversight of the District’s use 

of Proposition AA bond proceeds and reporting to the Board and public on their findings.  
[JT2]Specifically, the ICOC will ensure that all funds are used in support of the projects 

approved by the bond measure and not for unspecified projects, general operating 

expenses, or teacher salaries.  The ICOC will also inspect facilities and grounds, review 
cost-saving measures, and review the annual independent audits that are required of 

general obligation bond funds. 
 

For additional information about the ICOC and Proposition AA projects, visit the ICOC 
page at www.sduhsd.net/ICOC and the Proposition AA page at www.sduhsd.net/PropAA.  

 

See the complete audit report in Exhibit B or at www.sduhsd.net/PropAA.[JT3] 

  

These websites contain the projects mentioned in this annual report, including the 
Performance Audit, Project Status, Master Plans, and ICOC actions can be found at the 
ICOC page. 

ITEM 6

ICOC Special Mtg. Agenda Packet, 3/14/17 
Page 44 of 60

http://www.sduhsd.net/ICOC
http://www.sduhsd.net/PropAA


Proposition AA Independent Citizens Oversight Committee 2016 Annual Report 
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INDEPENDENT CITIZENS OVERSIGHT COMMITTEE (ICOC) 
 

Members of the ICOC listed below were appointed by the District's Board of Trustees on 

May 7, 2015 for terms that end in March 2017.  ICOC officers were elected at the first 

meeting on July 12, 2016.   

On February 2, 2017, the District Board will appoint ICOC members whose term ends in 

2019. with new members, Robert Nascenzi and Rimga Viskanta being appointed by the 
Board at a special meeting on May 7, 2015  All current members’ terms end in 2019.  

[JT4] 
 

 

Name Affiliation Email Address 

Rhea Stewart, President At-Large Member rhea.stewart@sduhsd.net 

Clarke Caines, Representative Parent and Active in 

Parent-Teacher 

Organization Member 

clarke.caines@sduhsd.net 

Lorraine Kent, Secretary Taxpayer Association 

Member 
lorraine.kent@sduhsd.net 

Kim Bybee At-Large Member kim.bybee@sduhsd.net 

Mary Farrell Senior Citizen Organization 

Member 
mary.farrell@sduhsd.net 

Robert Nascenzi Business Organization 

Member 
robert.nascenzi@sduhsd.net 

Jeffery Thomas At-Large Member jeffery.thomas@sduhsd.net 

Rimga Viskanta Parent of SDUHSD Student 

Member 
rimga.viskanta@sduhsd.net 

 

 
 

To fulfill its duty the ICOC willICOC members follow these guidelines: 

 Understand the District’s priority setting process for Proposition AA projects; 
 Compare the initiative’sballot language with actual expenditures andthe District’s  

project plans to verify compliance with voter approved Proposition AA s of the 
Districtimprovements; 

 “Do what they promised to do” 

 Maintain trust with District representatives -  but, verify the appropriateness of 

District bond expenditures;  

 EnMake sure that the District’s information is transparent and open to the public;

 Review the annual independent performance and financial audit of Proposition 

AA funds; and 
 Remain current on all matters pertaining to the District’s implementation of the 

Proposition AA projects.[JT5] 
 

 Review major initiatives and projects 

 Understand the District’s priority setting process for Proposition AA projects 

and hold the District accountable to their obligations 
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LEGAL ROLE OF THE ICOC 
 
The ICOC provides only after-the-fact review and monitoring of how the District spends 
bond fundsdollars[JT6].  The ICOC does not have the authority to approve or determine 

how the bonds funds are spent, the rate of taxes collected, bond financing or the 
contracting process (requirements definition, contract modeling and strategy, bid 

solicitation, contractor or consultant selection, contract negotiations, authorizing 
contract changes, etc.)[JT7]any role in selection, or participate in any negotiations or bid 

process for contractors or consultants. 
 

The ICOC is required by law to advise the public on the District’s compliance with the 

requirements of Article 13A, Section 1(b)(3) of the California Constitution, including: 
 Expenditure of bond funds only for the construction, reconstruction, rehabilitation, 

or replacement of school facilities; 
 Prohibiting the expenditure of bond funds for any teacher or administrative 

salaries or other school operating expenses;  
 Requiring annual independent performance audits to ensure that bond funds have 

been expended only on the specific projects listed; and 
 Requiring annual independent financial audits of the proceeds from the sale of the 

bonds until all those proceeds have been expended for the school facilities 
projects. [JT8] 

 

to issue regular annual audit reports of its activities and findings and alert the public to 

any waste or improper expenditure of school bond money.  Upon any allegations of 

waste or misuse, the legislature requires investigation by the appropriate law 

enforcement officials. 

 

Listed below are the key tools used for actively reviewing and reporting on the proper 
expenditures of taxpayer’s money for Prop AA. 

 
 
 

 

INDEPENDENT PERFORMANCE AND FINANCIAL AUDIT OF PROPOSITION AA 
BOND 

 

Senate Bill 1473, signed September 22, 2010, requires that the financial and 
performance audits required by Article 13A, Section 1(b)(3)(c) of the California 

Constitution for bond funds approved under Proposition 39 be conducted in accordance 
with the Government Auditing Standards (GAGAS), also known as the Yellow Book, 

issued by the Comptroller General of the United States. 

 

The required independent performance audit and independent financial audit for 
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Proposition AA was conducted by WILKINSON HADLEY KING & CO. LLP (Independent 
Auditor) Per the Audit Report for the year ending June 30, 2016., there were no 
findings of noncompliance to report for the Proposition AA Building Fund during the 
review period. The complete report is included asSee the complete audit report in 
EXHIBIT B.  The report included no findings of noncompliance by the Independent 
Auditor for the use of Proposition AA bond funds during the review period. This report 
and all prior audit reports are available at the District’s Proposition AA page  or at 
www.sduhsd.net/PropAA.[JT9] 

 

 
ICOC AUDIT REVIEWFINANCIAL AUDIT 

 

California Senate Bill 581423, signed August 12, 2013September 6, 2011, requires that 

independent performance and financial audits for the preceding year be conducted and 

submitted to the citizen’s oversight committee no later thanby March 31 of each year 
for its review.  SB 581 also requires that the District provide the ICOC with responses, 

within three months, to any finding, recommendation, or concern addressed in the 
annual independent performance and financial audits.  
 

For the 2016 audit report, tThe ICOC held a special meeting on March 14, 2017, to 
receive and review the 2015-16 Prop AA Annual Audit audit report and ask questions of 

the Independent Aauditor firm’s representative..  On the basis of this review the ICOC 
concurred with the Independent Auditor’s conclusion of no findings of noncompliance 

and that the District complied with the requirements of Article 13A, Section 1(b)(3) of 

the California Constitution as it pertains to Proposition AA.[JT10] 
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PERFORMANCE AUDIT 
 

California Education Code requires that performance audits must conform to Generally 

Accepted Government Audit Standards (GAGAS). 
Items included: 

 Current bond program management/program plan 

 Design construction timelines/benchmarks 

 Review of project budgets 

 Uses of best practices in design and construction 

 Payment procedures and processing 

 Program management/construction management fees 

 Change orders procedures 

 Construction delivery methods 

 Best Practice procurement 

 Evaluation of public outreach 

 Transparency[JT11] 
 
 
 

PROPOSITION AA DELIVERY METHOD[RTS12] 

In the construction industry, delivery methods are used as the means of organizing and 

financing the design, construction, operations and maintenance of construction projects. 

Construction projects funded by Proposition AA are accomplished using one of the 

following delivery methods: 

 District Forces: Smaller projects which can be accomplished using district staff or 

through contracting under existing competitive bids. 
 

 Design-Bid-Build (DBB): The District engages an architect to create plans and 
specifications that are then the basis of a competitive bid process conducted by the 

District to hire either a general contractor and sub-contractors or a series of trade 
contractors who are assigned to a construction manager. 
 

 Lease-Leaseback (LLB): The District engages an architect and a construction 

manager through a competitive proposal process.  The architect drafts plans and 
specifications in cooperation with the District and the construction manager.  The 

District then leases the construction site to the construction manager who then 
leases the site back to the district for a guaranteed maximum price that represents 

the cost of construction. 

Use of the LLB method under the authorization granted by the California Education Code 

is an often-litigated issue.  Specifically, Section 17406(a) allows school districts to enter 
into LLB agreements without advertising for bids.  The concerns surrounding this 

authority relates to the possibility that school districts will not receive the lowest price, 

and that the process lends itself to accusations of favoritism or improprieties.   

In 2015, the ICOC determined that the District’s LLB implementation utilizes a 
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competitive process that involves issuing requests for proposals for construction 

managers with the District’s LLB partners being selected on a best value basis, and not 
necessarily based on the lowest bid basis.  The ICOC found this practice to be consistent 

with the methodology traditionally employed with the design-build delivery method and is 
a recommended best practice.  

Another concern discussed in the media relates to the fact that LLB construction 
managers are not required to competitively bid trade subcontractors.  As a result, the 

project may not be getting the best price and the difference is being passed on to the 
District under the provisions of the Facilities lease, which obligates the District to pay for 

costs incurred by the LLB construction managers up to the guaranteed maximum price for 
the project.  In 2015, the ICOC learned that the District has included provisions in its LLB 

agreements that require the LLB construction managers to obtain three to five 
competitive bids per trade contract, and that those bids are conducted under the 

supervision of District staff.   The construction manager’s final maximum price is then 
comprised of the low-bid trade contracts along with the LLB fees and general conditions, 

which are also based on the low-bid amounts. 

The significant advantage that the LLB method affords the District is the ability to 
establish a guaranteed maximum price for the projects and minimizes the time associated 

with administering changes.  Additionally, the construction manager in a LLB agreement 
is responsible for any project delays, so there is an incentive for the builder to deliver the 

project on schedule.  Since Proposition AA projects are coupled very tightly with the 
academic calendars at the affected schools, it is imperative that execution of the projects 

be completed on or before their scheduled completion dates.  In addition to cost impacts 
for delaying projects, the adverse impact to student and faculty at the schools would be 

very difficult to assess and work around. 

In 2015, the ICOC determined that the District’s LLB implementation incorporated 

industry recommendations and best practices related to the LLB delivery method.  We 
encouraged the District to continue to monitor what other districts are doing to improve 

their process and to enhance transparency of the processes and information to their 
constituents.  The ICOC is pleased that in 2015 the District embraced the ICOC’s 

recommendations and modified its status reports to identify the delivery methods that 

have been selected for each project. 

The ICOC’s evaluation of the District’s delivery method designations to date appear to be 

appropriate in balancing the risks associated with the projects initiated thus far.  Because 
the LLB delivery method continues to be controversial, the ICOC continues to monitor the 

District’s use of this and other delivery methods.  In 2015, the District decided to move 
away from a LLB to DBB delivery method for the construction of the new Math and 

Science Building at San Dieguito High School Academy.  In 2016, the ICOC will be 
meeting with the District to evaluate the details associated with this decision.  

ITEM 6

ICOC Special Mtg. Agenda Packet, 3/14/17 
Page 49 of 60



Proposition AA Independent Citizens Oversight Committee 2016 Annual Report 

9 

 

 
 

On September 23, 20161, Assembly Bill 2316 (AB2316) was signed into law which made 

significant changes to the LLB method, effective January 1, 2017, as a result of litigation 

in Fresno.  AB2316 added a competitive bidding process to the LLB method and included 

a provision authorizing contractors used in pre-construction consulting to remain eligible 

for the award of the project. 

 

AB2316 mandated that the District must adopt and make public new policies detailing the 

processes for bid solicitations that might utilize the LLB method.  Additionally, the District 

must adopt criteria that will be used to determine what gives the District the “best value”, 

which allows the District to select a contractor other than the lowest bidder for the project 

by incorporating experience and other intangibles into their evaluation process.   

 

AB2316 also dealt with a call for the forfeiture of fees deemed excessive to be recovered 

from developers and contractors earned on contracts utilizing the LLB method back to the 

school districts.  To eliminate the need to review prior LLB projects, for contracts awarded 

prior to July 1, 2015, AB2316 provided that entities that acted in good faith may retain 

payments for services rendered, excluding profits, under the LLB provisions in place prior 

to December 31, 2016, 

 

Specifically, AB2316:  

 Requires the District’s solicitations for sealed bids to include: 

o A requirement for price estimate,  

o An easy to understand description of any preconstruction services and facilities 

that may be constructed; 

o A description of the key components of the contract; 

o The format a submitted proposal is required to follow; 

o how those solicitations will be graded against each other; and 

o A timetable for the District’s decision for selecting a winning bidder. 

 Notice for proposals must be published using newspapers, District’s website, or 
general circulation once a week, for two weeks, ending at least 10 days before the 

proposals are due. 

 All bids must come from developers, contractors, and sub-contractors that are 
prequalified under California Public Contract Code section 20116. 

                                                           
1 Cota Cole & Huber LLP article entitled “Governor Signs New Law Affecting School District “Lease-

Leaseback” Programs”, dated October 20, 2016 
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 District may allow proposals to include a price as a lump sum or as a fee for services 

performed, including any pre-construction services or other work related to the 
project. 

 Bidders must provide verifiable justification for proposed fees and those fees.  Fees 

shall be finalized after all preconstruction services are performed and the Department 
of the State Architect has accepted all plans and specifications. 

 District must also detail whether each criterion will be graded on a pass-fail basis or if 

any minimum score must be attained. 

 Upon selecting the successful proposal, the District must inform the successful bidder 
in writing, announce the award publicly and release a statement relating the basis of 

the award that includes some detail describing why the District believed the winning 
bidder offered the “best value” on the project. 

 

Due to these new requirements, in January 2017 the District terminated LLB contracts for 
four Proposition AA projects (Torrey Pines High School’s new performing arts center, 
second classroom building at Pacific Trails Middle School, San Dieguito High School 
Academy’s new classroom building and science classroom, and Crest Hall improvements at 
Oak Crest Middle School).  These projects will be bid out under the design-bid-build 
method.[RTS13]These projects will be rebid once the AB2316 requirement are incorporated 
District’s policies and procedures.[JT14] 

 

 

PROPOSITION AA BASELINE BUDGETS 
 

Since its inception, the ICOC has been working with the District to adjust project status 

reports to reflect the budget baselines for each project based on the estimates that 
existed when the voters passed Proposition AA.  In 2015, the District published revised 

status reports that now included the budgets on which the Proposition AA vote was based. 

 
Previously, the ICOC was briefed that budgets established for the Proposition AA projects 

included normal construction contingencies.  However, in 2015, the ICOC also learned that 
the project budgets did not include allowances to deal with costs that result from 

legislatively mandated requirements (for example, storm water mitigation, green 
initiatives, and new electrical code requirements).  These unanticipated challenges, and 

future mandates, must be dealt with by the District through utilization of savings from 
other Proposition AA projects or, as a last resort, scaling back future Proposition AA 

projects. 
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ICOC ACTIVITES IN 2016 
 

The ICOC reviews plans, timelines, budgets, change orders, and management processes as 
a standing practice at each meeting. 

The first meeting of the year was held on January 12, 2016, at the District Office. The 
ICOC received information about consideration of a Series C bond issuance from Associate 

Superintendent of Business Services, Eric Dill.  Executive Director of Planning Services, John 
Addleman and Chief Facilities Officer, Russ Thornton provided change orders and project 

and budget reports.  The ICOC established a timeline and meeting dates for completing the 

2015 Annual Report. 

The ICOC attended the grand opening ceremony and plaque dedication at Pacific Trails 

Middle School on February 26, 2016. 

At the special meeting on March 9, 2016, the ICOC met at the District Office to review the 

2014-15 Prop AA Annual Audit report.  No deficiencies or material weaknesses were found 
for the Proposition AA financial and performance audits.  Work continued on the 2015 Annual 

Report.   
 

The ICOC met on April 20, 2016 at Earl Warren Middle School. A visit to the under-
construction Earl Warren Campus and the joint-use library projects was held to start the 

meeting. Project and Budget reports from John Addleman and Russ Thornton included 
reviews of completed projects at the La Costa Valley Fiends and Oak Crest Middle School 

landscape and Balour Street improvements.  Eric Dill talked about upcoming projects 
funded through Series C bonds as well as funding from North City West JPA that would 

cover the costs of programs at Carmel Valley Middle School. The ICOC completed and 

approved the 2015 Annual Report. 
 

On June 6, 2016, the ICOC joined the Board and District staff for the B building 
groundbreaking ceremony at Canyon Crest Academy.  

 
On June 7, 2016, along with the Board and District staff, the ICOC participated in a 

ceremony to celebrate the topping out of construction at Earl Warren Middle School. 
  

At the July 12, 2016 meeting, the ICOC elected Rhea Stewart to serve as President, Clarke 
Caines to serve as Representative, and Lorraine Kent to serve as Secretary.  Regular 

meetings for the 2016-2017 term were set for October 11, 2016, January 10, 2017, March 
14, 2017, and April 11, 2016.  The October meeting was later rescheduled to October 4, 

2016.  Eric Dill updated the ICOC on the status of the District’s superintendent search, 
administrative changes for the 2016-2017 school year, and a status report on Series C bond 

and financing. Russ Thornton provided project and budget reports.   
 

At the October 4, 2016 meeting, Eric Dill updated the ICOC on the SOUL charter school 

petition. Dan Young, the District’s Facilities Construction Planner, updated the ICOC on 
completed projects. Mike Coy, the Director of Technology Project Management, discussed 

the District’s five-year plan for technology infrastructure and upgrades that have moved to 
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be ahead of schedule. John Addleman discussed the use of CFD/Mello-Roos and Proposition 
AA funds related to programs in the Pacific Highlands Ranch area.  

 
On October 5, 2016, the ICOC joined the Board and District staff for a tour of 
Proposition AA projects.  The tour included Earl Warren Middle School, San Dieguito High 

School Academy, Canyon Crest Academy, and Torrey Pines High School. 
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FIRST BOND DRAW BUDGET AND COMMITMENTS SUMMARY 
 

This is the overall Proposition AA bond program budget for 2016. 
 

Project Sites Budget 12/21/15 Budget 12/16/16 Commitments 12/16/16 Delta 12/16/16 

Pacific Trails MS       53,138,160.00        66,955,788.55                       63,470,040.28       3,485,748.27  

Carmel Valley MS             180,936.51          6,478,686.51                          5,609,946.51          868,740.00   

Earl Warren MS        51,647,895.60        52,985,900.15                       52,582,618.45          403,281.70  

La Costa Valley Site       11,248,000.00        10,848,000.00                       10,798,280.75            49,719.25  

Diegueno MS         5,063,051.84        13,973,192.75                          5,170,368.98       8,802,823.77  

Oak Crest MS         9,237,434.22        24,649,690.23                        23,937,510.36          712,179.87 

Canyon Crest Academy       30,571,973.03        33,166,227.34                       31,689,888.34     1,476,339.00  

Torrey Pines HS       35,279,723.21        57,631,631.36                       56,530,609.73      1,101,021.63  

San Dieguito High School Academy       53,382,024.92        58,588,512.83                       56,084,950.30      2,503,562.53  

La Costa Canyon HS         8,905,251.73          9,370,144.78                          9,099,420.50          270,724.28  

District-wide Tech Infrastructure        11,253,526.88        11,511,231.88                          9,162,833.05       2,348,398.83  

Solar Bonds - 3 yr. option         4,590,745.36         5,426,434.00                          3,062,352.96       2,364,081.04  

Administration         6,126,632.75          7,509,271.11                          4,392,212.00       3,117,059.11  

Subtotal Expense Budget     280,625,356.05      359,094,711.49                     331,591,032.21     27,503,679.28  

     

Project Funding     

Prop AA Project Fund     274,705,639.78      336,471,227.78    

North City West Funding         4,835,697.00          5,586,098.00    

2016 CFD Bond Funding                               -          9,434,548.67    

State School Building Fund                               -          5,268,508.00    

Estimated Interest Earnings - Yld .58%         1,817,973.35         2,484,808.85    

Subtotal Funding Budget     281,359,310.13      359,245,191.30    

     

Excess / (Shortage of) Funding             733,954.08             150,479.81    

 

COMPLETED PROJECTS 2016 
 

Project Delivery 
Method Budget Actual Expenses Savings 

Canyon Crest Academy Learning Commons 
Renovation  

District 
Force 

280,000.00  166,576.06    (113,423.94) 

La Costa Canyon HS Phase 2- 800/900 
Modernization, PAC/Blackbox/Music 
Classroom Tech, HVAC 200 and Gym 

District 
Force/ESA 

  2,118,968.00         2,086,100.14      (32,867.86)  

La Costa Valley Site – Field Project LLB 11,532,803.00       10,620,295.12  (912,508.46) 

Pacific Trails MS – Phase 1 LLB 52,529,244.00       47,514,715.36  (5,014,528.64) 

Subtotal  66,461,015.00     60,387,686.68  (6,073,328.32) 
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2016 Change Orders 
 

These are the 2016 change orders approved by the Board and included in the Board minutes.  

 
Board Date Project Contractor Original Change Order Revised 

1/14/2016 San Dieguito HSA – Interim 
Housing & Tennis Court 

Gilbane Building 
Companies, Inc. 

3,134,584.00     (43,513.74) 3,091,070.26 

3/10/2016 Earl Warren MS – Campus 
Re-Construction 

McCarthy Building 
Companies, Inc 

37,307,655.00 993,244.39 38,300,909.89 

4/21/2016 Pacific Trails MS Balfour Beatty 
Construction 

32,525,963.00   (1,463,878.00)  31,062,085.00 

5/12/2016 La Costa Valley Site Byrom-Davey 9,258,460.00 (120,921.90) 9,137,538.10 

7/14/2016 San Dieguito HSA – Math & 
Science Bldg. 

Interpipe Contracting, 
Inc. 

1,267,000.00   66,289.37 1,333,289.37  

12/8/2016 La Costa Canyon HS – HVAC Siemens Industry, Inc. 1,684,550.00 (24,503.00) 1,660,047.00 

12/8/2016 San Dieguito HSA – Math & 
Science Bldg.  

Western Rim 
Constructors, Inc. 

416,000.00 18,482.32 434,482.32 

10/13/2016 Earl Warren MS – Campus 
Re-Construction – Add 
Solar/Deduct Storm Water 

McCarthy Building 
Companies, Inc. 

38,300,909.89 1,334,005.75 39,634,915.64 

Net Change    (759,205.19)  
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ONGOING PROJECTS AS OF DECEMBER, 2016 
 
 

Project Delivery 
Method 

Bond Series Est Start Date Estimated Budget 

CCA Science Classroom; Black 
Box and Dance Room (Planning) 

LLB B/C/CFD 6/16    14,223,640.16  

CVMS Music & Performing Arts 
Renovations 

CMAR B/North City 
West 

6/17      6,297,750.00  

Diegueno MS New Classroom 
Building 

LLB C 6/18      8,913,873.77  

Earl Warren MS Campus 
Reconstruction 

LLB B/CFD 7/15    44,258,204.75  

Earl Warren MS Interim Housing LLB A 4/15      4,732,785.00  

La Costa Canyon Media Center 
Landscaping 

DBB B 6/17 $275,000.00 

La Costa Valley Site - Field Project LLB A 3/15    11,532,803.00  

Pacific Trails Middle School - 
Second Classroom Building 

CMAR C/CFD 6/17    19,403,133.55  

Oak Crest MS - Phase 2 - Balour, 
Drainage, Media Center - Series A 

LLB A 6/15      4,831,722.00  

Oak Crest MS - Science 
Classrooms 

CMAR C/CFD/SSBF 6/17    15,429,179.25  

SDHSA Stadium Phase 1b/Math-
Science Phase 2   

LLB A 4/15    25,318,529.52  

SDHSA English, Arts, and Social 
Science Building/Culinary Arts 

CMAR C/SSBF 6/17 $29,217,814.00 

Torrey Pines HS - Phase 1a - 
Stadium Lighting/Upgrade Bldg 
B/Science Classroom (4 
clsrms)/Weight Room Building 

LLB A 4/14    11,183,249.56  

Torrey Pines HS - Phase 2a - Bldg 
B 

LLB A/B 4/15    23,176,973.00  

Torrey Pines HS - Phase 3 - 
Performing Arts Center/Culinary 
Arts 

CMAR A/C 6/17    24,030,308.15  

 

* LLB - Lease/Leaseback 
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OVERVIEW OF 2016 PROJECTS, BY SCHOOL 
 

The following represents the status of the projects under ICOC oversight upon 
publication of this annual report. 

 

For more information about each site’s projects, and to view photos from 2016 work, 
visit www.sduhsd.net/PropAA. 

 

CANYON CREST ACADEMY 
 Learning Commons renovation – complete   
 Science classroom/B building – in progress  
 Black Box theater & dance room, planning & design – in progress  

 

CARMEL VALLEY MIDDLE SCHOOL 
 Music & Performing Arts renovations, planning & design – in progress 

 

DIEGUENO MIDDLE SCHOOL 
 New P Building, planning & design – in progress 
 Renovation of A and G classrooms, planning & design – in progress 

 

EARL WARREN MIDDLE SCHOOL 

 Campus reconstruction – in progress 
 Redesign of Warren Hall with shared-use spaces for the County Library – in 

progress 
 

LA COSTA CANYON HIGH SCHOOL 

 Installations of current District-standard audio-visual technology and 
HVAC/200’s/gym/PAC upgrades – complete 

 Media Center landscaping, planning & design – in progress 

 

LA COSTA VALLEY SITE 

 Athletic field, parking lot, and restroom building construction – complete 
 

PACIFIC TRAILS MIDDLE SCHOOL 
 Phase 1 of campus construction of classrooms, Learning Commons, Multi-

purpose room, gymnasium, food service, and administration, track & fields for 500-
student enrollment – complete 

 

OAK CREST MIDDLE SCHOOL 

 Balour Street and landscape – complete 

 Technology infrastructure Upgrade - complete 
 Science classrooms, planning & design – in progress 

 

SAN DIEGUITO HIGH SCHOOL ACADEMY 
 Technology infrastructure upgrade - complete 
 Construction of two-story math and science building – in progress  
 English, Arts, and Social Science building/Culinary Arts, planning & design – in 

progress 
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SUNSET HIGH SCHOOL 

 Audio-visual upgrade - complete 
 
TORREY PINES HIGH SCHOOL 

 Multi-media and HVAC improvements of B Building classrooms – complete 
 Technology infrastructure upgrade - complete 
 Learning Commons and front entry renovations – in progress 
 Performing Arts Center/Culinary Arts, planning & design – in progress 
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EXHIBIT A 
 
PROPOSITION AA BALLOT MEASURE 

 
The San Dieguito Union High School District Proposition AA Ballot Measure follows. The 
Proposition AA ballot measure can also be found at www.sduhsd.net/ICOC. 
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EXHIBIT B 
 
2015-16 AUDIT REPORT 

 
The San Dieguito Union High School District Proposition AA Building Fund General 

Obligation Bonds Audit Report, dated June 30, 2016, follows. The report can also be 

found at www.sduhsd.net/PropAA. 
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