PACIFIC ELEMENTARY SCHOOL DISTRICT

GENERAL OBLIGATION BOND
PROPOSITION 39 PERFORMANCE AUDIT

FOR THE YEAR ENDED JUNE 30, 2015

ROBERTSON & ASSOCIATES, CPAs
A Professional Corporation



PACIFIC ELEMENTARY SCHOOL DISTRICT
GENERAL OBLIGATION BOND FUNDED CAPITAL OUTLAY PROJECTS
PROPOSITION 39 PERFORMANCE AUDIT
JUNE 30, 2015

TABLE OF CONTENTS

CONTENTS Page
Title Page
Table of Contents

Independent Auditor's Report on Proposition 39 General Obligation
Bond Funded Capital Outlay Projects

Background Information
Objectives and Scope of the Audit
Procedures Performed

Conclusion and Recommendations

o o1 B~ WN P

Bond Project Summary



RoBerTsoN & ASsOCIATES, CPAS

A PROFESSIONAL CORPORATION

55 FIRST STREET, BOX G, SUITE 306 WWW.ROBERTSONCPA.COM LAKEPORT: (707) 263-9012 & FAX: (707) 263-6001
LAKEPORT, CA 95453 TOLL FREE (800) 619-4762

INDEPENDENT AUDITOR’S REPORT
ON PROPOSITION 39 GENERAL OBLIGATION
BOND FUNDED CAPITAL OUTLAY PROJECTS
COMPLIANCE REQUIREMENTS

Board of Trustees

The Measure M Citizen’s Bond Oversight Committee
Pacific Elementary School District

Davenport, California

Report on the Performance Audit

We have conducted a performance audit of the Pacific Elementary School District (District), Measure M
General Obligation Bond funds for the year ended June 30, 2015.

Auditor’s Responsibility

We conducted our performance audit in accordance with Government Auditing Standards issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for our conclusion based on our
audit objectives. We believe the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Our audit was limited to the objectives listed on page 3 of this report which includes determining the
Pacific Elementary School District’s compliance with the performance requirements for the Proposition
39 Measure M General Obligation Bonds under the applicable provisions of Section 1(b)(3)(C) of
Article XIIIA of the California Constitution and Sections 15264 and 15272 - 15286 of the California
Education Code as they apply to the Bonds and the net proceeds thereof.

Management’s Responsibility

Management of Pacific Elementary School District is responsible for the District’s compliance with
those requirements. Solely to assist us in planning and performing our performance audit, we obtained
an understanding of the internal control of the District to determine if internal controls were adequate to
help ensure the District’s compliance with the requirements of Proposition 39, as specified by Section
1(b)(3)(C) of Article XIIIA of the California Constitution Sections 15264 and 15272 - 15286 of the
California Education Code. Accordingly, we do not express any assurance on internal control.

Conclusion

The results of our tests indicated that, in all significant respects, Pacific Elementary School District
expended Measure M General Obligation Bond funds for the year ended June 30, 2015, only for the
specific projects developed by the District’s Board of Trustees, and approved by the voters in
accordance with the requirements of Proposition 39, as specified by Section 1(b)(3)(C) of Article XIIIA
of the California Constitution and Sections 15264 and 15272 - 15286 of the California Education Code.

(ldobsmo 4 Crosoridtier, CPAS

Lakeport, California
December 10, 2015
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BACKGROUND INFORMATION

In November, 2000, the voters of the State of California approved Proposition 39 authorizing the issuance
of general obligation bonds by California public school districts and community colleges under certain
circumstances and subject to certain conditions. In November, 2012, the voters of the Pacific Elementary
School District approved, by more than 55%, the Measure M General Obligation Bonds for the sale of up to
$830,000 in General Obligation Bonds of the District. The purpose of these Bonds is to perform the
following projects:

e Replace 34 year old deteriorating roofs

e Increase student access to computers and modern technology

e Renovate the 62 year old community center/multi-purpose building, currently leased for use as
the Teen Center, for school and community use

e Replace aging portable pre-school classroom that is now 49 years old

The District has issued one series of Measure M Bonds through June 30, 2015, in the amount of $828,471.
Principal and interest on the bonds will be payable from the proceeds of tax levies made upon the taxable
property within the District.

Pursuant to the requirements of Proposition 39, and related State legislation, the Board of Trustees of the
District established a Citizens’ Bond Oversight Committee and appointed its members. The principal
purpose of the Citizens’ Bond Oversight Committee, as set out in State law, is to inform the public as to the
expenditures of the proceeds of the bonds issued pursuant to the Measure M bond authorization. The
Citizens” Bond Oversight Committee is required to issue at least one report annually as to its activities and
findings.

Section 1(b)(3)(C) of Article XIIIA of the California Constitution requires the District to conduct an annual
independent performance audit to ensure that the proceeds of the bonds deposited into the Measure M Bond
Program have been expended only for the authorized bond projects.
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PERFORMANCE AUDIT OBJECTIVES

The objectives of our Performance Audit were to:

Determine the expenditures charged to the District’s Measure M General Obligation Bonds
Projects.

Determine whether expenditures charged to the Measure M General Obligation Bond Funded
Capital Outlay Projects have been made in accordance with the list approved by the voters
through the approval of Measure X in November 2012.

Determine compliance with specific Education Code Sections related to oversight of bond
expenditures.

Note incongruities, system weaknesses, or non-compliance with specific California Education
Code sections related to bond oversight and provide recommendations for improvement.

Provide the District Board of Trustees and the Measure M Citizen’s Bond Oversight Committee
with a Performance Audit as required under the provisions of the California Constitution and
Proposition 39.

SCOPE OF THE AUDIT

The scope of our performance audit covered the period of July 1, 2014 to June 30, 2015. The sample of
expenditures tested included object and project codes associated with the projects. The propriety of
expenditures for capital projects and maintenance projects funded through other state or local funding
sources, other than the proceeds of the bonds, were not included within the scope of our audit.
Expenditures incurred subsequent to June 30, 2015 were not reviewed or included within the scope of
our audit or in this report.
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PROCEDURES PERFORMED

We obtained the general ledger, the project expenditure summary reports and other related detail prepared
by the District for the fiscal year ended June 30, 2015 for the General Obligation Bond Funded Capital
Outlay Projects - Measure M Bond Program. We also reviewed documentation, including the District
website, for compliance with Education Code Sections 15264 and 15272 - 15286. Within the fiscal year
audited, we obtained the actual invoices and other supporting documentation for expenditures to insure
compliance with the requirements of Proposition 39 and Measure M with regards to the approved bond
projects list. We performed the following procedures:

e We reviewed the projects listed to be funded with the General Obligation Bonds proceeds as set out
in the Measure M election documents.

e We selected a sample of expenditures for the fiscal year ended June 30, 2015 and reviewed
supporting documentation to ensure that such funds were properly expended on the authorized bond
projects.

e We verified on a sample basis that funds from the General Obligation Bond Funded Capital
Outlay Projects - Measure M Bond Program were expended on authorized bond projects. We
verified that no funds from the General Obligation Bond Funded Capital Outlay Projects -
Measure M Bond Program were expended for salaries of administrators or other operating
expenditures.

e We made inquiries of District personnel to determine the status of projects required or authorized to
be funded by Measure M General Obligation Bond proceeds issued through June 30, 2015.
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CONCLUSION

The results of our procedures indicated that, in all significant respects, the Pacific Elementary School
District has properly accounted for the expenditures of the funds held in the Bond Funded Capital
Outlay Projects - Measure M Bond Program and that such expenditures were made for authorized bond
projects. Further, it was noted that the funds held in the Measure M General Obligation Bond Funds and
expended by the District were not expended for salaries of school administrators or other operating
expenditures.

In addition, the results of our tests indicated that, in all significant respects, the District complied with
certain provisions of the California Education Code requirements for which the purpose of a Citizens'
Oversight Committee is established.

RECOMMENDATIONS
California Education Codes 15278, 15282 and 15280 provide the following requirements, respectively:

e The governing board of the school district or community college shall establish and appoint
members to an independent citizens' oversight committee, pursuant to Section 15282, within 60
days of the date that the governing board enters the election results on its minutes pursuant to
Section 15274.

e The citizens' oversight committee shall consist of at least seven members.

e Minutes of the proceedings of the citizens' oversight committee and all documents received and
reports issued shall be a matter of public record and be made available on an Internet website
maintained by the governing board.

As of the date of this report the independent citizens' oversight committee had met only once and no
election of officers has been held. Changes to the Measure M Bond Budget were made without the
citizen's oversight committee input. Failure to comply with state requirements did result in lack of
oversight over bond activities.

The District should follow the guidelines and instructions published by the State of California for
General Obligation Bonds and Proposition 39.
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BOND PROJECT SUMMARY

The District has identified the following projects to be funded with proceeds from the general obligation
bonds. The District incurred costs of $182,287 through June 30, 2015 for these construction projects.
Capital outlay and other financing expenditures were as follows:

Total Project 2015 Total Project
Original Revised Costs Through Actual Costs Through
Budget Budget June 30, 2014 Costs June 30, 2015
Multi Purpose Room
Renovation & $ 797000 $ 825000 $ 145828 $ 36450 $ 182,287
Classroom
Replacement
Technology 20,000 - - - -
Roof Replacement 8,000 - - - -

$ 825,000 $ 825,000 $ 145,828 $ 36459 % 182,287

At the November 20, 2014 meeting of the Citizens Oversight Committee, the Committee was informed
that that the project cannot be built as originally designed. Value engineering is currently underway to
scale back the project and to identify additional funding sources.



