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Harlan & Boetiger, LLP

Certified Public Accountants

James C Harlan il
William C. Boettger
P. Robert Wilkinson

Marshall 1. Varane

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS

Board of Trustees
Cajon Valley Union School District
El Cajon, California 92022

Members of the Board of Trustees:

We have audited the accompanying general purpose financial statements of Cajon Valley Union School District, as of
and for the year ended June 30, 2001, as listed in the table of contents. These general purpose financial statements are
the responsibility of the District's management. Our responsibility is to express an opinion on these general purpose
financial statements based on our audit.

We conducted our audit 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
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the general purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall general financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

The general purpose financial statements referred to above do not include the general fixed assets account group, which
should be included in order to conform with generally accepted accounting principles. The amount which should be
recorded in the general fixed assets account group is not known.

In our opinion, except for the effect on the financial statements of the omission discussed in the previous paragraph, the
general purpose financial statements referred to above present fairly, in all material respects, the financial position of
Cajon Valley Union School District as of June 30, 2001 and the results of its operations and cash flows of its
proprietary fund types for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 15,2001, on our
consideration of Cajon Valley Union School District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

1
5415 Cberlin Drive  San Diego, California 92121
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Harlon & Boetiger, LLP

Certilied Public Accounianis

Our audit was performed for the purpose of forming an opinion on the general purpose financial statements of Cajon
Valley Union School District taken as a whole. The accompanying schedule of expenditures of federal awards required
by U.S. Office of Management and Budget Circular A-133, Audlits of States, Local Governments, and Non-Profit
Organizations, and the combining and individual fund financial statements and supporting schedules listed in the table
of contents are presented for purposes of additional analysis and are not a required part of the general purpose financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the general purpose
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the general purpose
statements taken as a whole.
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October 15, 2001 .
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Special Revenue Funds

EXHIBIT A-3
Page 1 of 2
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CAJON VALLEY UNION SCHOOL DISTRICT
COMBINED STATEMENT OF REVENUES, EXPENSES AND

CHANGES IN RETAINED EARNINGS
ALL PROPRIETARY FUND TYPES
YEAR ENDED JUNE 30, 2001

OPERATING REVENUES:
Investment income
Fees and contracts
Total revenues

OPERATING EXPENSES:

Classified personnel salaries

Employee benefits

Books and supplies

Services and other operating expendltures '
Total expenses

Net income (loss) before operating transfers

TRANSFERS:
Interfund transfers in

Net income (expense)

Retained earnings/fund balances, July 1

Rétained -earnings/fund balances, June:30 " -

Proprietary
Fund Type

Internal
Service Fund

$ 62,715

6,192,996

6,255,711

53,436
20,185
2,485
5,525,259

50,000

704,346

215 556

5601365

654,346

The accompanying notes are an integral part of this statement.
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CAJON VALLEY UNION SCHOOL DISTRICT
COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPES

YEAR ENDED JUNE 30, 2001

Proprietary
~__Fund Type
T internal
Service Fund
Cash Flows from Operating Activities: T
Cash Received $ 6,206,720
Cash Received for interest 62,715
Cash payments for Goods and Services (5,996,620)
Net Cash Provided (Used) by Operating Activities 772815
Net Increase (Decrease) in Gash and Cash Equivalents 772,815
Cash and Cash Equivalents at Beginning of Year 1,291,574
Cash and Cash Equivalents at End of Year $ 2,064,389
Reconciliation of Operating Income to Net Cash
Provided by Operating Activities: = .
Operating Income (Loss) ’ $ 704,346
Change in Assets and Liabilities:
Decrease (Increase) in Receivables 13,725
Increase (Decrease) in Accounts Payable . 59,639
Increase (Decrease) in Due to Other Funds - (4,895)
Total Adjustments 68,469
Net Cash Provided (Used) by Operating Activities $ 772,815

The accompanying notes are an integral part of this statement.

12
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CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

S

ummary_of Significant Accounting Policies

Cajon Valley Union School District (District) accounts for its financial transactions in accordance with the policies and
procedures of the Department of Education's "California School Accounting Manual'. The accounting policies of the
District conform to accounting principles generally accepted in the United States of America as prescribed by the
Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public Accountants
(AICPA).

1.

Reporting Entity

The District's combined financial statements include the accounts of all its operations. The District evaluated
whether any other entity should be included in these financial statements. The criteria for including
organizations as component units within the District's reporting entity, as set forth in GASB Statement No. 14,
“The Financial Reporting Entity," inciude whether:

- the organization is legally separate (can sue and be sued in its name)

- the District holds the corporate powers of the organization

- the District appoints a voting majority of the organization's board

- the District is able to impose its will on the organization

- the organization has the potential to impose a financial benefit/burden on the District
- there is fiscal dependency by the organization on the District

Based on these criteria, the District has no component units. Additionally, the District is not a component unit of
any other reporting entity as defined by the GASB Statement.

Fund Accounting
District accounts are organized on the basis of funds or account groups, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts
comprised of assets, liabilities, fund equity (or retained earnings), revenues and expenditures or expenses as
appropriate. Governmental resources allocated to individual funds are recorded for the purpose of carrying on
specific activities in accordance with laws, regulations, or other appropriate requirements. The fund types and
funds utilized by the District are described below:

a. Governmental Funds:

The General Fund serves as the general operating fund. It is used to account for all financial resources of the
District except those required to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally
restricted to expenditures for specific purposes. The following special revenue funds are utilized by the
District:

. The Child Development Fund is used to account separately for federal, state, and local revenues to
operate child development programs.

. The Deferred Maintenance Fund is used to account separately for state apportionments and the
District's contributions for deferred maintenance purposes.

. The Cafeteria Fund is used to account separately for federal, state, and local resources to operate
the food service program.

13



CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

Debt Service Funds are used to account for the accumulation of resources for, and the payment of, general
long-term debt principal, interest, and related costs. The following debt service funds are maintained by the
District:

. The Tax Override Fund is used to account for the accumulation of resources from ad valorem tax
levies for the repayment of State School Building Fund apportionments. These taxes will continue
to be levied until the debt is fully paid.

Capital Projects Funds are used to account for the acquisition and/or construction of all major governmental
general fixed assets. The District maintains the following capital projects funds:

. The Building Fund is used to account for the acquisition of major governmental capital facilities and
buildings from the sale-of bond proceeds.

. The State School Building Lease-Purchase Fund is used primarily to account for state
apportionments provided for construction and reconstruction of school facilities ' (Education Code
Sections 17070-17080).

. The Capital Faciliies Fund is used to account for resources received from developer impact fees
assessed under provisions of the California Environmental Quality Act (CEQA).

. The Special Reserve Fund for Capital Outlay Projects exists primarily to provide for the accumulation
of General Fund monies for capital outlay purposes.

b.  Proprietary Funds:

Internal Service Funds are used to account for those activities which render services on a cost-reimbursement
basis to other organizational units of the District. The following internal service funds are utiiized:

. The Self-lnsurance Fund is used to separate monies associated with self-insurance activities from
other operating funds of the District.

c. iduciary Funds:

Agency Funds account for resources held for others in a custodial capacity. The following funds are in use:
. Student Body Funds are used to account for the activities of student groups.

d.  Account Groups:
The accounting and reporting treatment applied to the fixed assets and long-term liabilities associated with a
fund are determined by its measurement focus. All governmental funds and expendable trust funds are
accounted for on a spending or "financial flow" measurement focus. This means that only current assets and
current liabilities are generally included on their balance sheet. Their reported fund balance is considered a
measure of "available spendable resources.” Thus, the fixed assets and long-term liabilities associated with
governmental funds and expendable trust funds are accounted for in the account groups of the District.

The General Long-Term Debt Account Group accounts for long-term liabilities expected to be financed from
governmental funds.

14



CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

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 the measurement made, regardless
of the measurement focus applied.

Governmental funds are generally accounted for using the modified accrual basis of accounting. This basis of
accounting recognizes revenues in the accounting period in which they become both measurable and available to
financial expenditures in the current fiscal period. "Measurable" means the amount of the transaction can be
determined and "available” means collectible within the current period or soon enough thereafter to pay liabilities of
the current period. Expenditures are recognized in the accounting period in which the liability is incurred (when
goods are received or services rendered) except for unmatured interest on General Long-Term Debt, which is
recognized when due. :

Proprietary funds are accounted for on a flow of economic resources focus and use the accrual -basis of
accounting. This basis of accounting recognizes revenues in the accounting period in which they are earned
and become measurable and expenses in the accounting period in which they are incurred and become
measurable. The District applies all applicable financiai accounting and reporting standards of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989, in accounting and reporting for its
proprietary funds.

Agency funds are also accounted for on the modified accrual basis.
4. Budgets and Budgetary Accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for ail
governmental funds. By state law, the District's Board of Trustees must adopt a final budget no iater than July 1.
A public hearing must be conducted to receive comments prior to adoption. The District's Board of Trusiees
satisfied these requirements.

These budgets are revised by the District's Board of Trustees and district superintendent during the year to give
consideration to unanticipated income and expenditures. It is this final revised budget that is presented in the
financial statements. '

Formal budgetary integration was used as a management control device during the year for all budgeted funds.
The District employs budget control by minor object and by individual appropriation accounts. Expenditures
cannot legally exceed appropriations by major object code.

Encumbrance accounting is used in ali budgeted funds to reserve portions of applicable appropriations for which
commitments have been made. Encumbrances are recorded for purchase orders, contracts, and other
commitments when they are written. Encumbrances are liquidated when the commitments are paid. All
encumbrances are liquidated as of June 30.

6. Assets, Liabilities, and Equity

a. Deposits and Investments

Cash balances held in banks and in revolving funds are insured to $100,000 by the Federal Depository
Insurance Corporation. All cash heid by the financial institutions is fully insured or collateralized. For
purposes of the statement of cash flows, highly liquid investments are considered to be cash equivalents if
they have a maturity of three months or less when purchased.

15



CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

in accordance with Education Code Section 41001, the District maintains substantially all its cash in the
San Diego County Treasury. The county pools these funds with those of other districts in the county and
invests the cash. These pooled funds are carried at cost, which approximates market value. Interest earned
is deposited quarterly into participating funds, except for the Tax Override Funds, in which interest earned
is credited to the general fund. 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 Section
53648 et seq. The funds maintained 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.

b.  Stores Inventories and Prepaid-Expenditures

Inventories are recorded using the purchases method in that the cost is recorded as an expenditure at the
time individual inventory items are purchased. Inventories are valued at average cost and consist of
expendable supplies held for consumption. Reported inventories are equally offset by a fund balance
reserve, which indicates that these amounts are not "available for appropriation and expenditure” even
though they are a component of net current assets.

The District has the option of reporting an expenditure in governmental funds for prepaid items either when
purchased or during the benefiting period. The District has chosen to report the expenditure when incurred.

c. Fixed Assets
Expenditures for fixed assets in the governmental funds are charged to current operations as incurred. Such
assets are not capitalized in a separate account group. Equipment in proprietary funds is reported as cost and
is depreciated using the straight line method over its estimated useful life.

d. Deferred Revenue

Cash received for federal and state special projects and programs is recognized as revenue to the extent that
qualified expenditures have been incurred. Deferred revenue is recorded to the extent cash received on specific
projects and programs exceeds qualified expenditures.

e. Compensated Absences
Accumulated unpaid employee vacation benefits are recognized as liabilities of the District. The current
portion of the liabilities is recognized in the general fund at year end. The noncurrent portion of the
liabilities is recognized in the general long-term debt account group.

Accumulated sick leave benefits are not recognized as liabilities of the District. The District's policy is to
record sick leave as an operating expense in the period taken since such benefits do not vest nor is payment
probable; however, unused sick leave is added to the creditable service period for calculation of retirement
benefits when the employee retires.

f. Long-Term Obligations

The long-term debt of governmental funds is reported at face value in the general long-term debt account
group. Long-term debt and other obligations financed by proprietary funds are reported as liabilities in the
appropriate funds.

16



CAJON VALLEY UNION SCHOGL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

g. Fund Balance Reserves and Designations

Reservations of the ending fund balance indicate the portions of fund balance not appropriable for expenditure
or amounts legally segregated for a specific future use. The reserve for revolving fund and reserve for stores
inventory reflect the portions of fund balance represented by revolving fund cash and stores inventory,
respectively. These amounts are not available for appropriation and expenditure at the balance sheet date.

Designations of the ending fund balance indicate tentative plans for financial resource utilization in a future
period.

h. Property Tax

Secured property taxes attach as an enforceable lien on property as of March 1. Taxes are payable in two
installments on November 10. and April 10. Unsecured property taxes are payable in one instaliment on or
before August 31. The County of San Diego bills and collects the taxes for the District. Tax revenues are
recognized by the District when received. '

i Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make assumptions that affect the reported amounts of

assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements

and the reported amount of revenues and expenses during the reporting period. Actual results could differ from
those reported.

Total columns on the combined statements are captioned "Memorandum Only" to indicate that they are presented
only to facilitate financial analysis. Data in these columns do not present financial position, results of operations, or
changes in financial position in conformity with generally accepted accounting principies. Neither is such data
comparable to a consolidation. Interfund eliminations have not been made in the aggregation of this data.

8. On-Behalf Payments

GASB No. 24 requires that direct on-behalf payments for fringe benefits and salaries made by one entity to a third
party recipient for the employees of another, legally separate entity be recognized as revenue and expenditures
by the employer government. The State of California makes direct on-behalf payments for retirement benefits

to all California school districts. These on-behalf payments are not reflected in the accompanying financial
statements as the net results to the general fund balance at year end is zero. The estimated amount of these
on-behalf payments made for the district during 2000-01 are $2,783,234.

Cash in County Treasury:
In accordance with Education Code Section 41001, the District maintains substantially all of its cash in the San Diego
County Treasury as part of the common investment pool (328,503,603 as of June 30, 2001). The fair value of the
District's portion of this pool as of that date, as provided by the pool sponsor, was $28,503,603. Assumptions made in
determining the fair value of the pooled investment portfolios are available from the County Treasurer. The county is
restricted by Government Code Section 53635 pursuant to Section 53601 to invest in time deposits, U.S. government
securities, state registered warrants, notes or bonds, State Treasurer's investment pool, bankers' acceptances,
commercial paper, negotiable certificates of deposit, and repurchase or reverse repurchase agreements.
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CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

Cash on_Hand, in Banks, and in Revolving Fund

Cash balances on hand and in banks ($1,446,152 as of June 30, 2001) and in the revolving fund ($15,000) are
insured up to $100,000 by the Federal Depository Insurance Corporation. All cash held by the financial institution is
fully insured or collateralized.

Cash with Fiscal Agent

The District's cash with fiscal agents are categorized to give an indication of the level of risk assumed by the District at
year-end. These custodial risk categories are as follows:

Category 1 - Investments that are insured, registered or held by the District or by its agent in the District's name.

Category 2 -  Investments that are uninsured and unregistered held by the counterparty's trust department or agent in
the District's name. S

Category 3 - Uninsured and unregistered investments held by the counterparty, its trust department or its agent, but
not in the District's name. ’

The District's investment at June 30, 2001 are shown below. Those investments which are evidenced by securities
that exist in physical or book entry form are categorized by the custodial risk categories described above.

Category Reported Fair
Investment 1 2 3 Amount Value
Guaranteed Investment Contract  $ -3 5,088,860 $ -3 5,088,860 $ 5,088,860
Total investments 5 -$ 5,088,860 $ -$ 5,088,860 $ 5,088,860

Investment Accounting Palicy .

The District is required by GASB Statement No. 31 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 at amortized cost and to report nonparticipating interest-eaming
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. Al 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 year 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.

The District's investments in external investment pools are reported at an amount determined by the fair value per
share of the pool's underlying portfolio, unless the pool is 2a7-like, in which case they are reported at share vajue. A
2a7-like pool is one which is not registered with the Securities and Exchange Commission ("SEC") as an investment
company, but nevertheless has a policy that it will, and does, operate in a manner consistent with the SEC's Rule 2a7
of the Investment Company Act of 1940.
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CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

C. Fund Balances-Reserved & Designated

The following amounts were reserved, restricted, or desiginated by the Board of Trustees for the following special

purposes:
General Cafeteria
Fund Fund
Reserved for:
Revolving cash ’ $ 15,000 3 -
Stores inventory 230,848 44708
$ 245848 $ 44 708
Designated for: ‘
Economic Uncertanties $  -3,497,720
Other Designated 7,463177
$ 10,960,897

Accounts receivable as of June 30, 2001, consist of the following:

Internal Special Capital
Service General Revenue Project
Fund Fund Funds Funds Totals
Federal Government:
Federal Programs $ -3 887,981 $ 632,747 $ -$ 1,520,728
State Government:
Categorical Aid Programs - 282,642 343,538 - 626,180
Other - 2,703,697 - - 2,703,697
Deferred Maintenance - - 479,584 - 479,594
Total State Government - 2,986,339 823,132 - 3,809,471
Interest 17,548 304,600 9,964 122,640 454752
Miscellaneous 4,011 330,037 46,531 1,218 381,797
Totals $ 21,559 § 4.508,957 $ 1,512,374 § 123,858 $ 6,166,748

E. Interfund Transactions

Due From/Due To Other Funds

Individual fund interfund receivable and payable balances as of June 30, 2001, are as follows:

Interfund Interfund
Fund Receivables Payables
General Fund $ 2,380,532 $ 249,500
Tax Override Fund - 1
Self-Insurance Fund - 6,926
Capital Facilities - 9,212
Cafeteria Fund 232,987 2,067,366
Child Development Fund 16,513 295,173
Building Fund - 1,854
Totals $ 2,630,032 $ 2,630,032
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CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

Interfund Transfers

Interfund transfers consist of operating transfers from funds receiving resources to funds through which the resources are to
be expended. Interfund transfers for the 2000-2001 fiscal year are as follows:

Transfers in Transfers Out ___Amount

General Special Reserve $ 73,818
General Tax Override 3,809
Self Insurance General 50,000
Cafeteria General 232,987
Deferred Maintenance General 527,941
Building i -Capital Facilities 175,000
Total $ 1,063,555

F. Taxand Revenue Anticipation Notev

On July 5, 2000 the district issued Tax Revenue Anticipation Notes in the amount of $5,000,000.
The notes include interest at a rate of 4.75 % which were sold to supplement the district's cash flow and
mature on August 3, 2001.

At June 30, 2001 the principal amount due was $5,000,000.

The District is exposed to various risks of loss related to torts; theftof, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The District has one self-insurance fund (Internal Service Fund)
to account for and finance its uninsurred risks of loss. The Internal Service Fund provides dental and vision coverage to
employees.

All funds of the District participate in the program, but only the General Fund makes payments to the Self Insurance

Fund based on actuarial estimates of the amounts needed to pay prior and current year claims and to establish a

liability for open claims and Incurred But Not Reported (BNR) claims. The claims and liability of $1,080,783 is included

in the liabilities under accounts payable and is reported in accordance with Financial Accounting Standards Board Statement
No. 10, which requires that a liability for claims be reported if information prior to the issuance of the financial statements
indicates that it is probable that a liability has been incurred at the date of the financial statements and the amount of

the loss can be reasonably estimated at the end of the fiscal year. Changes in the Internal Service Fund's claim liability

in the fiscai year ended June 30, 2001 are indicated below:

Current Year

Begining Claims and Ending
Fiscal Year Changes in Claim Fiscal Year
Liability Estimates Payments Liability

Year 2000-01 $1,006,481 $5,599,561 $5,525,259 __ $1,080,783
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CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

H. lLeases
Capital Leases
The District leases facilities and equipment under agreements that provide for title to pass upon expiration of the
lease period. Future minimum lease payments are as follows:

Year Ending

June 30 Lease Payments
2002 $ 1,962,929
2003 1,103,062
2004 978,064
2005 979,925
2006 ’ 467,795
Thereafter ' B 1,279,025
Total Minimum Lease Payments $ 6,770,800
Less Amount Representing Interest (1,081,834)
Present Value of Net Minimum Lease Payments $ 5688966

The District will receive no sublease rental revenues nor pay any contingent rentals associated with these leases.

The outstanding general obligation bonded debt of the District as of June 30, 2001, is:

Amounts Amounts
Interest Amounts Outstanding Issued Outstanding
Date of Rate Maturity Original July 1 Current June 30
Issuance Payable Date Issue 2000 Year 2001
2001 3.0-49% 2031 3 7,500,000 $ -8 7,500,000 $ 7,500,000
Totals $ 7,500,000 $ -3 7,500,000 $ 7,500,000

The annual requirements to amortize general obligation bonds payable, outstanding as of June 30, 2001, are as follows:

Year Ending

June 30 Principal Interest Total

2002 $ 130,000 $ 345,236 $ 475,236

2003 110,000 365,896 475,896

2004 115,000 357,784 472,784

2005 130,000 349,303 479,303

2006 140,000 339,715 479,715

Thereafter 6,875,000 5,190,555 12,065,555

Totals $ 7,500,000 $ 6,948,489 $__ 14,448,489

There are a number of limitations and restrictions contained in the general obligation bond indenture. Management has

indicated that the District is in compliance with all significant limitations and restrictions.

21



CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

Changes in General Long-Term Debt

A schedule of changes in long-term debt for the year ended June 30, 2001, is shown below.

Balance Balance
July 1 June 30
2000 Additions Deductions 2001
Compensated Absences $ 439,825 $ 206,314 $ -3 646,139
Capital Leases 7,325,185 - 1,636,219 5,688,966
General Obligation Bonds - - 7,500,000 - 7,500,000
Totals $ 7,765,010 $ 7706314 $ 1,636,219 $ 13,835,105

Joint Ventures (Joint Powers Agreements)

The District participates in one joint powers agreement (JPA) entity, the San Diegb County Schools
Risk Management (SDCSRM). The relationship between the District and the JPA is such that the JPA
is not a component unit of the District.

The JPA arranges for and provides for various types of insurances for its member districts as requested. The
JPA is governed by a board consisting of a represenative from each member district. The board controls

the operations of the JPA, including selection of management and approval of operating budgets, independent
of any influence by the member districts beyond their representation on the board. Each member district pays

a premium commensurate with the level of coverage requested and shares surpluses and deficits proportionate
to their participation in the JPA.

Combined condensed unaudited financial information of the District's share of the JPA for the year ended
June 30, 2001 is as follows:

Total Assets $364,469
Total Liabilities 477,204
Total Fund Balance (112,735)
Total Cash Receipts 1,726,410
Total Cash Disbursements 1,669,810
Net Change in Fund Balance 56,600

Employee Retirement Systems

Qualified employees are covered under multiple-employer defined benefit pension plans maintained by agencies of the
State of California. Certificated employees are members of the State Teachers' Retirement System (STRS), and classified
employees are members of the Public Employees’ Retirement System (PERS).

PERS:

Plan Description

The District contributes to the School Employer Pool under the California Public Employees' Retirement System
(CalPERS), a cost-sharing multiple-employer public employee retirement system defined benefit pension plan
administered by CalPERS. The plan provides retirement and disability benefits, annual cost-of-living adjustments,
and death benefits to plan members and beneficiaries. Benefit provisions are established by state statutes, as
legislatively amended, within the Public Employees’ Retirement Law. CalPERS issues a separate comprehensive
annual financial report that includes financial statements and required supplementary information. Copies of the
CalPERS annual financial report may be obtained from the CalPERS Executive Office, 400 P Street, Sacramento,
California 95814.
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CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

Funding_Policy

Active plan members are required to contribute 7% of their salary (7% of monthly salary over $133.33 if the member
participates in Social Security), and the District is required to contribute an actuariaily determined rate. The actuarial
methods and assumptions used for determining the rate are those adopted by the CalPERS Board of Administration.
The required employer contribution rate for fiscal year 2000-01 was 0% of annual payroll. The contribution
requirements of the plan members are established by state statute. The District's contributions to CalPERS for the
fiscal year ending June 30, 2001, 2000 and 1999 were $0, $0 and $0, respectively, and equal 100% of the required
contributions for each year.

STRS:

Plan Description -

The District contributes to the State Teachers' Retirement System (STRS), a cost-sharing muitiple-employer public
employee retirement system defined benefit pension plan administered by STRS. The plan provides retirement,
disability, and survivor benefits to beneficiaries. Benefit provisions are established by state statutes, as legislatively
amended, within the State Teachers' Retirement Law. STRS issues a separate comprehensive annual financial report
that includes financial statements and required supplementary information. Copies of the STRS annual financial
report may be obtained from the STRS, 7667 Folsom Boulevard, Sacramento, California 85826.

Eunding Policy

Active plan members are required to contribute 8% of their salary and the District is required to contribute an
actuarially determined rate. The actuarial methods and assumptions used for determining the rate are those adopted -
by the STRS Teachers' Retirement Board. The required employer contribution rate for fiscal year 2000-01 was 8.25%
of annual payroll. The contribution requirements of the plan members are established by state statute. The District's
contributions to STRS for the fiscal year ending June 30, 2001, 2000 and 1999 were $4,530,738, $4,413,102 and
$4,246,1086, respectively, and equal 100% of the required contributions for each year.

Postemployment Benefits Other Than Pension Benefits

In addition to the pension benefits described in Note L, the District provides postretirement health care benefits, as
established by board policy, to all eligible employees who retire from the District until age 55 with at least 10 years of
service.

During the year ended June 30 2001, expenditures of $1,089,835 were recognized for postretirement health care.
These costs were funded on a pay-as-you-go basis.

The District does not recognize a liability for future postemployment health care benefits because

the amount cannot be reasonably determined.
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CAJON VALLEY UNION SCHOOL DISTRICT
‘ NOTES TO THE FINANCIAL STATEMENTS
| YEAR ENDED JUNE 30, 2001

N. Commitments and Contingencies

Litigation

The District is involved in various litigation. In the opinion of management and legal counsel, the disposition of all
litigation pending will not have a material effect on the financial statements.

State and Federal Allowances, Awards, and Grants

The District has received state and federal funds for specific purposes that are subject to view and audit by the grantor
agencies. Although such audits could generate expenditure disallowances under terms of the grants, it is believed
that any required reimbursement will not be material.

0. Subsequent Events

The district issued $5,000,000 of Tax Revenue Anticipation Notes (TRANS) dated July 3, 2001. These TRANS
| include an interet rate of 4.5% and were sold to supplement the district's cashflow. The notes mature June 28, 2002.
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General Fund

The general fund is used to account for resources traditionally
associated with government which are not required legally or by
sound financial management to be accounted for in another fund.



CAJON VALLEY UNION SCHOOL DISTRICT

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2001

Revenue:

Revenue limit sources:
State apportionments
Local sources

Total revenue limit

Federal

Other state

Other local

Total revenues

Expenditures:

Current:
Certificated salaries
Classified salaries
Employee benefits
Books and supplies
Services and other operating expenditures

Capital outlay

Debt service:
Principal

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out
Other uses

Total other financing sources (uses)

Excess (deficiency) of revenues and other resources
over (under) expenditures and other uses

Fund b‘alar}ces/equity,_July 1
Fund balances/equity; June- 30

EXHIBIT B-1

Variance
Favorable
(Unfavorable)

Budget ‘ Actual

$ 49,754,698 $ 329,116
30,366,403 92,842
80,121,101 T 7TT421958
8,735,341 (1,128,846)
25,428,222 (538,053)
11,162,601 1,092,243

125,447,265 (152,698)
63,525,018 1,434,847
19,761,621 492,347
22,434,068 763,414
12,614,406 7,263,586
12,114,706 1,965,388
2,915,919 1,379,715
1,563,374 1
134,929,112 13,299,298
(9,481,847) 13,146,600

- 77,627
(1,338,869) 527,941
136,488 45711
(1,202,387) 651,279
(10,684,228) 13,797,879
10,628,899 ' i10:628:899" -
[TTBh,329) 1S 13,742,550 [x s A3797.819.
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Special Revenue Funds

Special revenue funds are used to account for specific revenues
that are legally restricted to expenditures for particular purposes.



CAJON VALLEY UNION SCHOOL DISTRICT EXHIBIT B-2
COMBINING BALANCE SHEET

ALL SPECIAL REVENUE FUNDS

JUNE 30, 2001

Child ) Deferred Totals
Development Cafeteria Maintenance T June 30,
Fund Fund Fund 2001
ASSETS: -
Cash in county treasury $ 30,045 $ 30697 $ 91,510
Cash on hand and in banks - 1,208,463 -
Accounts receivable 290,501 741,039 480,834
Due from other funds 16,513 232,987 -
- 44,710 -
] w337, 088 2257896 §i -
LIABILITIES AND FUND EQUITY:
Liabilities:
Accounts payable $ 41,105 $ 100,952 $ -
Due to other funds ’ 295,173 2,067,366 -
Total liabilities o 336,278 2,168,318 -
Fund Equity:
Reserved Fund Balances:
Reserved for stores inventories ] - 44,708 -
Unreserved, undesignated fund balance 781 44,870 572,344
Total fund equity 781 89,578 572,344
;f?!f;qt;a‘j!géI’i;abi‘,lzitigs‘zand"fp.irid-feqmﬁi'ty.: : L R T '-'3133-7;30:59'1?{: :;$:'§'?1-f"i‘112‘:;"'25"7-5}:896::‘f';;';'$..;~:i‘v:-f: 1 572,344 .. 5o

26



CAJON VALLEY UNION SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - ALL SPECIAL REVENUE FUNDS

YEAR ENDED JUNE 30, 2001

Revenue:
Federal
Other state
Other local

Total revenues

Expenditures:
Current:
Certificated salaries
Classified salaries
Employee benefits
Books and supplies

Services and other operating expenditures-

Capital outlay
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses):
Operating transfers in
Other sources
Other uses

Total other financing sources (uses)

Excess (deficiency) of revenues and other resources

over (under) expenditures and other uses

Fund balances/equity, July 1

EXHIBIT B-3
Child Deferred _ Totals
Development Cafeteria Maintenance T June 30,
Fund Fund ~ Fund 2001
- $ 3,082,437 §$ -
993,247 289,477 493,547
9185 1783491 6,032
{002,402 5185405 498,579
393,987 - -
257,046 2,071,236 -
179,966 501,061 -
35,629 2,390,503 -
64,808 220,859 1,107,223
B 341,768 46,226 -
273,304 5079885 1,107,223
(270,902) (74,480) (607,644)
- 232,987 527,941
302,718 -
(31,035  (175393)
271,683 57,594
781 (16,886)
- 106,464
78T, '$ . 89578 1§75
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EXHIBIT B-4

Page 1 of 2
Cafeteria Fund Deferred Maintenance Fund
Variance Variance
Favorable Favorable
Budget ____Actual (Unfavorable) ~__Budget. , Actual (Unfavorable)
$ 3,070,980 11,457 $ - $ -
281,944 7,533 493,547 -
1 ,628,580 154,911 8032 -
_ 4,981,504 o 173,901 - 499,579 T -
2,072,451 1,215 -
501,064 3 -
2,390,504 1 -
220,862 3 1,107,223
46,227 1 -
N 5,231,108 _W_____1_,g_21 1,107,223
(249,604) 175,124 (607,644)
165,240 67,747 527,941
(175,393) - ) -
(10,153) __~_§_7_,747 527,941
(259,757) 242 871 (79,703)
106,464 - ) - ‘ 652,047
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CAJON VALLEY UNION SCHOOL DISTRICT EXHIBIT B-4
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES Page 2 of 2
IN FUND BALANCE - BUDGET AND ACTUAL

ALL SPECIAL REVENUE FUNDS

YEAR ENDED JUNE 30, 2001

Totals
Variance
Favorable
Budget . Actual (Unfavorable)

Revenue: e :

Federal $ 3,070,980 11,457

Other state 1,546,564 229,707

Other local 1,639,612 159,066
Total revenues 6,257,156 400,230
Expenditures:
Current:

Certificated salaries 414,114 20,127

Classified salaries 2,330,019 1,737

Employee benefits ) 681,918 891

Books and supplies . ] 2,454,781 28,649

Services and other operating expenditures 1,399,654 6,664
Capital outlay : 407,682 19,688
Total expenditures 7,688,168 77,756
Excess (deficiency) of revenues .

over (under) expenditures (1,431,012) 477,986
Other financing sources (uses):

Operating transfers in 693,181 67,747

Other sources - 302,718

Other uses (206,428) ' -
Total other financing sources (uses) 486,753 370,465
Excess (deficiency) of revenues and other resources

over (under) expenditures and other uses (944,259) 848,451
Fund balances/equity, July 1 758,511 : -
Furnid batanses/equity, June:80; < ol T e (785748 " BABABT
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- Capital Projects Funds

Capital projects funds are used to account for the acquisition and
construction of major capital facilities other than those financed by
proprietary funds and trust funds.




State
School Bldg.

Capital
Outlay

1,673
263

1936
1,936
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EXHIBIT B-5

Totals

June 30,
2001




State
School Bldg.
Lease

102,646

_Projects

Capital
Outlay

383
3,834
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EXHIBIT B-6

Totals
June 30,
2001




EXHIBIT B-7
Page 1 of 2

Capital Facilities Fund State School Building Lease-Purchase Fund
Variance
Favorable

(Unfavorable)

Variance
Favorable

Actual (Unfavorable) .. Budget Actual

$ 102,646

$

816,000 851,121 e 11,080 -
815,000 A MREEYE :
58,242 12,302 . ;

22,650 4,072 . )

71,300 18 ] ]
617,700 100,165 . -

... 169892 -... 116,857 - -
46,108 767,678 113,726 -
(175,000) .1(175,000) - ] )
(175.000) TTTATE000) - : S

(128,892) 638,786

655,223 " 655,223

556,331 8

"1 504:000 - $. . L 767.678 .7

36

113,726

19,602

T3

s

L 413728

19,602

733398




Totals
Variance
Favorable
Budget Act (Unfavorable)

$ 102,646 $ .

1,127,145 770,264

1,229,791 770,264

58,242 12,302

22,650 4,072

1,441,258 1,271,019

6,773,628 6,183,035

477,026 -

8,772,804 7,470,428

(7,543,013) 8,240,692
|

| 175,000 -

(248,818) -

7,500,000 -

7,426,182 -

| (116,831) 8,240,692
|

850,454 -

733:623 S 8i240:692;
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Trust and Agency Funds

Trust funds are used to account for assets held by the government
in a trustee capacity. Agency funds are used to account for assets
held by the government as an agent for individuals, private
organizations, other governments and/or other funds.



_Cash and investments

Due fo s_tudent groups

CAJON VALLEY UNION SCHOOL DISTRICT
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

ALL AGENCY FUNDS
YEAR ENDED JUNE 30, 2001

ELEMENTARY STUDENT ACTIVITIES
ASSETS
Cash and investments

Total Assets

LIABILITIES
Due fo student groups
Total Liabilities

MIDDLE SCHOOL STUDENT ACTIVITIES
ASSETS
Cash and investments
Total Assets

LIABILITIES
Due to student groups
Total Liabilities

VOCATIONAL EDUCATI
ASSETS
Cash and investments
Total Assets

LIABILITIES
Due to student groups
Total Liabilities

TOTAL AGENCY FUNDS:
ASSETS

otal Assets!

LIABILITIES

tal Liabilii

A O

©

EXHIBIT B-8
Balance Balance
July 1, June 30,
2000 Additions . Deductions
68,774 $ 62,016 § 65,757
68,774 § _ 62,016 $ 65,757
68,774 $ 62,016 § 65,757
68774 $ 62,016 $~_ 65,757
69,562 $ 462,840 $ 453,340
69,562 $ 462,840 $ 453,340
69,562 § 462,840 $ 453,340
69,562 $ 462,840 $ 453,340
68,436 $ 208,074 § 182,916
68,436 $ 208,074 § 182,916
68,436 $ 208,074 § 182,916
68,13_6_ 3 208,074 $ 182f,9_1_6_._';
206'712.,$ 732,930 $ 702,013
oo D062 82,930 8 7024018
206,772 $ 732,930 $ 702,013
2067728 /132,930 1 702013

The accompanying notes are an integral part of this statement.
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CAJON VALLEY UNION SCHOOL DISTRICT
ORGANIZATION
JUNE 30, 2001

The Cajon Valley Union Schoeol District was established in 1870 and is comprised of an area approximatley 66.3 squ
miles located in San Diego County. There were no changes in the boundaries of the District during the current year.
District is currently operating 21 elementary schools, 5 middle schools (grades 6,7&8). In addition, the District operat
the Sevick School for specal education students.

Governing Board

Name Office Term Expires
Marsha Saben President November, 2002
Laoma Dana Davidson Vice-President November, 2004
Jill D. Barto ) " Clerk . November, 2002
Jane Cruz Alfano "~ ‘Member November, 2004
Jeff Kover Member November, 2004

Administration

Dr. Marge Dean
Superintendent

Robyn Perlin
Assistant Superintendent
Instructional Services

G. Wayne Oetken
Assistant Superintendent
Business Services

Dr. Ronald Damschen

Assistant Superintendent
Personnel Services
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CAJON VALLEY UNION SCHOOL DISTRICT TABLE 1
SCHEDULE OF AVERAGE DAILY ATTENDANCE
YEAR ENDED JUNE 30, 2001

Second Period

Report Annual Report
Elementary: , T
Kindergarten 1,816.50 1,817.79
Grades 1 through 3 5,898.36 5,896.13
Grades 4 through 6 6,060.86 6,052.76
Grades 7 and 8 3,656.00 3,646.88
Community Day Schools 21.35 22.54
Opportunity Schools 14.94 16.02
Home and Hospital 7.83 8.57
Special education 772.69 800.85
Elementary totals 18,248 53 T 18,261.54
ADA totals . 18,248.53 18,261.54
Hours of
Summer School Attendance
Elementary . 284,398

Average daily attendance is a measurement of the number of pupils attending classes of the district. The purpose of
attendance accounting from a fiscai standpoint is to provide the basis on which apportionments of state funds are made to
school districts. This schedule provides information regarding the attendance of students at various grade levels and in
different programs. :
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CAJON VALLEY UNION SCHOOL DISTRICT TABLE 2
SCHEDULE OF INSTRUCTIONAL TIME
YEAR ENDED JUNE 30, 2001
1986-87

1982-83 Minutes 2000-01
Grade Level Actual Minutes Requirement Actual Minutes Status
Kindergarten 31,680 36,000 36,000 Complied
Grades 1 through 3 42,380 50,400 50,700 Complied
Grades 4 through 8 52,560 54,000 59,070 Complied

Districts must maintain their mstructlonal minutes at either the 1982-83 actual minutes or the 1986-87 requwement whichever

is greater, as required by Educational Code Section 46201.

The district has received lncentlve funding for increasing instructional time as provided by the Incentives for Longer Instructional
Day. This schedule presents information on the amount of instruction time offered by the district and whether the district
complied with the provisions of Education Code Sections 46201 through 46206.
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CAJON VALLEY UNION SCHOOL DISTRICT TABLE 3
SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS
YEAR ENDED JUNE 30, 2001
(Budget)

General Fund 2002 2001 2000 1999
Revenues and other financial sources 122,835,066 125,372,194 112,705,201 107,271,561
Expenditures and
other uses and transfers out 118,377,320 122,258,542 112,859,211 105,891,707
Change in fund balance (deficit) 4,457,746 3,113,652 (154,010) 1,379,854
Ending fund balance 18,200,295 13,742,549 10,628,897 10,782,909
Available reserves 17,954 447 13,496,701 10,387,776 10,513,436
Available reserves as a percentage- :

of total outgo 15.1% 11.0% 9.2% '9.9%
Total long-term debt 12,250,000 13,835,105 7,765,010 9,463,490
Average daily attendance at P-2 18,249 18,249 18,417 18,429

This schedule discloses the district's financial trends by displaying past years' data along with current year budget information.
These financial trend disclosures are used to evaluate the district's ability to continue as a going concern for a reasonable period of

time.

The general fund balance has increased by $4,339,496 over the past three years. The fiscal year 2001-02 budget projects
an increase of $4,457,746. For a district this size, the state recommends available reserves of at least 3% of total general

fund expenditures and other outgo.

Total long-term debt has increased by $2,836,679 over the past three years.

Average daily attendance (ADA) is not anticipated to change during 2001-02.
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CAJON VALLEY UNION SCHOOL DISTRICT TABLE 4
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2001

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA . Entity ldentifying Federal
Program Title Number Number Expenditures

U.S. DEPARTMENT OF EDUCATION
Direct Program:

‘Middle School Drug Prevention N/A $ 194,121
Total U.S. Department of Education 194,121

U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Direct Program:

Medi-Cal * 93.778 197,969
Total U. S. Department of Health and Human Services B 197,969

U.S. DEPARTMENT OF EDUCATION
Direct Programs:

Impact Aid - P.L. 81.874 84.041 22,963
21 st Century . 84.287 174,059
Total Direct Programs o - 197,022
Passed Through California Department of Educatlon
IASA Title | 84.010 03064 3,977,248
Special Education * 84.027 03379 1,491,957
Emergency Immigrant Education 84.162 03159 117,300
Preschool * 84.173 03430 395,152
Title IV 84.186 03453 91,491
Reading Intervention 84.276 03264 (6,120)
Title I 84.281 03207 58,580
IASA Title Vi 84.298 03340 644,986
Comprehensive School Reform 84.332 03266 246,789
Total Passed Through California Department of Education 7,017,383
Total U. S. Department of Education T 7,214,405

U.S. DEPARTMENT OF AGRICULTURE
Passed Through State Department of Education:

School Breakfast Program * 10.553 03988 415,509
National School Lunch Program * 10.555 03396 2,666,929
Total Passed Through State Department of Education 3,082,438

Total u. S. Department ongncu!ture ) _ _ o 3,082,438

* Indicates clustered program under OMB Circular A-133 Compliance Supplement

The accompanying notes are an integral part of this schedule.
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CAJON VALLEY UNION SCHOOL DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2001

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Cajon Valley Union School District and is presented on the modified accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of,
the general purpose financial statements.
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CAJON VALLEY UNION SCHOOL DISTRICT
RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET
REPORT (J-200) WITH AUDITED FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

June 30, 2001, annual financial and budget
report (Form J-200) total liabilities

Adjustments and reclassifications:
Increase (decrease) in total liabilities:
Other Long-Term Debt overstated
General Obligation Bonds understated
Capital Leases understated
Net adjustments and reclassiﬂcations;

June 30, 2001, audited financial statement,
general long-term debt total liabilities

General Long-Term
Debt Account Group

3 7,011,708

(1,080,783)

7,500,000

404,180

6,823,397

$ 13,835,105

TABLE 5

All other fund balances as reported on Form J-200 are in agreement with the amounts reported in the accompanying

audited financial statements.

This schedule provides the information necessary to reconcile the fund balances of all funds and the total liabilities balance

of the general long-term debt account group as reported on the Form J-200 to the audited financial statements.
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Harlan & Boettger, LLP

Certified Public Accountants

James C Harlan il
William C. Boettger
P. Robert Wilkinson

Board of Trustees Marshall J. Varano

Cajon Valley Union School
El Cajon, California 92022

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Board of Trustees:

We have audited the general purpose financial statements of Cajon Valley Union School District as of and for the year
ended June 30, 2001, and have issued our report thereon dated October 15, 2001. That report was qualified because of
the omission of the general fixed assets account group from the financial statements. We conducted our audit 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 General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Cajon Valley Union School District's general purpose
financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, 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 that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Cajon Valley Union School District's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
general purpose financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal
control over financial reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low level the risk
that misstatements in amounts that would be material in relation to the general purpose financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting and its operation that
we consider to be material weaknesses.

This report is intended solely for the information and use of management, others within the organization, the Board of
Trustees, and federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

2 T

October 15, 2001
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Harlan & Boetiger, LLP

Certified Public Accountants

James C Harlan il
William C. Boettger
. P. Robert Wilkinsen
1 Marshall J. Varano

Board of Trustees
Cajon Vailey Union School
El Cajon, California 92022

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

‘ Members of the Board of Trustees:

| Compliance

described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are

applicable to each of its major federal programs for the year ended June 30, 2001. Cajon Valley Union School District's

major federal programs are identified in the summary of auditor's results section of the accompanying schedule of

| findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable

! to each of its major federal programs is the responsibility of the Cajon Valley Union School District's management.
Our responsibility is to express an opinion on Cajon Valley Union District's compliance based on our audit.

} We have audited the compliance of Cajon Valley Union School District with the types of compliance requirements
|

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, dudits of State, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about Cajon Valley Union School District's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on Cajon Valley Union School District's
compliance with those requirements.

i In our opinion, Cajon Valley Union School District complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2001.

Internal Control Over Compliance

The management of the Cajon Valley Union School District is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered Cajon Valley Union School District's internal control
over compliance with requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
the internal control over compliance in accordance with OMB Circular A-133.
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Horlon a.Boetiger, LLP

Cerlified Public Accountants

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
control that might be material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over compliance and its
operation that we consider to be material weaknesses.

This report is intended solely for the information and use of management, others within the organization, the Board of

Trustees, and federal awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Wéﬁ sttt

October 15, 2001
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Harlon & Boetiger, LLP

Certified Public Accountants

James C Harlan il
William C. Boettger
P. Robert Wiikinson
Marshall J. Varano

Board of Trustees
Cajon Valley Union Schooi
El Cajon, California 92022

AUDITOR'S REPORT ON STATE COMPLIANCE
Members of the Board of Trustees:

We have audited the general purpose financial statements of the Cajon Valley Union School District (“District”) as of
and for the year ended June 30, 2001 and have issued our report thereon dated October 15, 2001. That report was-
qualified because of the omission of the general fixed assets account group from the financial statements. Our audit
was made in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and the State Controller's Standards and Procedures for Audits of California K-12 Local Educational
Agencies. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis of our opinion.

The District's management is responsible for the District's compliance with laws and regulations. In connection with
the audit referred to above, we selected and tested transactions and records to determine the District's compliance with
the state laws and regulations applicable to the following items:

Procedures
In Controller's Procedures

Description Audit Guide Performed
Attendance accounting:

Attendance reporting 3 Yes

Staff development days 3 Yes

Kindergarten enrollment 4 Yes

Independent study 13 Yes

Continuation education 12 Not applicable

Adult education 8 Not applicable

Regional occupational center/programs 5 Not applicable

County Office of Education programs 9 Not applicable
Incentive for longer instructional day:

School districts 3 Yes

County offices of education 3 Not applicable
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Harlan & Boetiger, LLP

Certified Public Accouniants

Procedures
In Controller's Procedures
Description Audit Guide Performed
GANN limit calculation 2 Yes
‘ Early retirement incentive program 5 Not applicable
1 Community day schools 8 No (see below)
: Class size reduction program:
} Option one classes 11 Yes
| Option two classes 10 Not applicable
| Option one and two classes 16 Not applicable
Program to reduce class size in two courses in grade 9 8 Not applicable

State instructional materials fund (K-38). 8 Yes
Schiff-Bustamante standards-based instructional materials 4 Yes
Digital high school education technology grant program 5 Not applicable
California Public Schools Act of 1998 4 Yes
Computer usage 2 Yes
Office of Criminal Justice Planning , - Not applicable

We did not perform testing for community day schools because the ADA was under the level that requires testing.
Based on our audit, we found that, for the items tested, Cajon Valley Union School District complied with the state
laws and regulations referred to above, except as described in the Findings and Recommendations section of this
report. Further, based on our exam ination, for items not tested, nothing came to our attention to indicate that the Cajon
Valley Union School District had not complied with the state laws and regulations.

This report is intended solely for the information and use of the Board of Trustees, management, State Controller’s

Office, Department of Finance, Department of Education, and pass-through entities, and is not intended to be and
should not be used by anyone other than these specified parties.

Yt Y5

October 15, 2001
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CAJON VALLEY UNION SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2001

A. Summary of Auditor's Results
1. Financial Statements
Type of auditor's report issued: Qualified
[nternal control over financial reporting:
Material weakness(es) identified? Yes X No

Reportable condition(s) identified that are
not considered to be material weaknesses? Yes X  None Reported

Noncompliance material to financial .
statements noted? Yes X No

2. Federal Awards
Internal control over major programs:
Material weakness(es) identified? ~ Yes X No

Reportable condition(s) identified that are
not considered to be material weaknesses? _ Yes X None Reported

Type of auditor's report issued on compliance
for major programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with section 510(a)
of Circular A-1337 Yes X No

Identification of major programs:

CEDA Number(s) Name of Federal Program or Cluster

84.010 Title |
84.298 Title 1l
84.173 Preschool
84.027 Special Education
10.555 National School Lunch
10.553 * National Schoo! Breakfast

Dollar threshold used to distinguish between

type A and type B programs: $300,000
Auditee qualified as low-risk auditee? __ Yes x  No
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CAJON VALLEY UNION SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2001
3. State Awards
Internal control over state programs:

Material weakness(es) identified?

Reportable condition(s) identified that are
not considered to be material weaknesses?

Type of auditor's report issued on compliance for
state programs:

B. Financial Statement Findings
NONE

C. Federal Award Findings and Questioned Costs
NONE _
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CAJON VALLEY UNION SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2001

D. State Award Findings and Questioned Costs

Finding 2001-1 (40000)
Schiff-Bustamante Standards-Based Intstructional Materials

Criteria_or Specific Requirement
All expenditures for instructional materials out of these funds must be for instructional material that hav
been adopted by the State Board of Education and on the approved list.

Condition

We noted, in our testing of expenditures for this program, $117,936 was expended for instructional
materials that were not included on the IMF 7155 approved listing. As a result, these items should not
have been chared to the Schiff Bustamante Standards-Based Instructional Materials fund, but should
have been charged to the State Instructional Materials Fund.

Questioned Costs
Expenditures of $117,936.

Recommendation

We recommend the district transfers the unallowable costs of $118,936 from the Schiff Bustamante
Standards-Based Instructional Materials Fund to the State Instructional Materials Fund and increase
the restricted carryover balance in the Schiff Bustamante account by $117,9386.

LEA's Response

The items in question, totalling $117,936, were eligible for funding under the State Instructional Materi
Fund guidelines, but not for funding from the Schiff Bustamante Standards-Based Materials Fund. An
expenditure adjustment for $117,936 has been made in the current year (2001-02), to charge the
State Instructional Materials Fund for these items, and to increase the restricted carryover in the Schiff
Bustamante Standards-Based Materials Fund. Careful review will be made in the future to ensure that
all materials purchased with these funds meet program guidelines.
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CAJON VALLEY UNION SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2001

Finding/Recommendation Current Status

Management's Explanation
If Not Implemented

Finding 2000-1
Student Body Funds

Invoices after payment were not being properly defaced
and bank reconciliations were not be completed in a timely
manner at the middle schools.

Implement procedures to require all paid invoices to be

properly defaced and have all bank reconciliation performed
each month as of month end, Implemented
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