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WILKINSON HADLEY & CO, LLP
CPA's and Adyvisors
250 E. Douglas Ave., Suite 200
El Cajon, CA 92020
Tel (619) 447-6700 Fax (619) 447-6707

Independent Auditor's Report on Financial Statements

Board of Trustees
Del Mar Union School District
Del Mar, California 92014

Members of the Board of Trustees:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of Del Mar Union School District as of and for the year ended June 30, 2007, which collectively
comprise the District's basic financial statements as listed in the table of contents. These financial statements
are the responsibility of Del Mar Union School District's management. Our responsibility is to express opinions
on these 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 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 for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented
component unit, each major fund, and the aggregate remaining fund information of Del Mar Union School District
as of June 30, 2007, and the respective changes in financial position and cash flows, where applicable,
thereof 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 November 21,
2007, on our consideration of Del Mar Union School District's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control 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 read in conjunction with this report in considering the
results of our audit.

The Management's Discussion and Analysis and the budgetary information identified as Required
Supplementary Information in the table of contents are not a required part of the basic financial statements but
are supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.



Our audit was performed for the purpose of forming opinions on the financial statements which collectively
comprise the Del Mar Union School District's basic financial statements. The accompanying schedule of
expenditures of federal awards required by U. S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments and Non-Profit Organizations and the combining 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 basic financial statements. This information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

WJMMM% 747% 4 lo., LL?

Wilkinson Hadley & Co., LLP
November 21, 2007



Del Mar Union School District
Management Discussion and Analysis
Fiscal Year Ending June 30, 2007
(Unaudited)

This section of the Del Mar union School District’s annual financial reports presents the management
discussion and analysis of the District’s financial performance during the fiscal year that ended June 30,
2007. It is intended to provide a clear and concise analysis of the activities, financial results, and
financial position during the fiscal year, and is a required element of the reporting model established by
the Governmental Accounting Standards Boards (GASB) in Statement Number 34. This management
discussion and analysis (MD&A) should be read in conjunction with the District’s financial statements,
which immediately follow this section.

USING THESE FINANCIAL STATEMENTS

This report consists of a series of financial statements and notes to those statements. These statements are
organized so the reader can understand the Del Mar Union School District as a complex financial entity.
The Del Mar Union School District operates governmental, business-type, and internal service activities.

The Statement of Net Assets and Statement of Activities provide information about the activities of the
whole district, presenting both an aggregate view of the district’s finances and a longer-term view of
those finances. Fund financial statements provide the next level of detail.

FINANCIAL HIGHLIGHTS
Key financial highlights for 2007 are as follows:
e Total net assets (including Business Type Activities) for the District are $152,963,260.

® Outstanding Capital Lease-Purchase Debt decreased from $521,329 to 402,716 during the 2006-
07 fiscal year.

e The District student enrollment increased to 3,914 in 2006-07

e Property tax revenue increased by 10% on 2006-07 over the 2005-06 fiscal year.
OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management discussion and analysis (this section), the basic
financial statements, and required supplementary information. The basic financial statements include
different kinds of statements that present both a view of the District as a whole, and individual fund
statements that focus on various parts of the district’s operations in more detail. The financial statements
also include notes that explain some of the information presented in the statements and provide more
detailed data. The statements are followed by a section of required supplementary information that
further explains and supports the financial statements.



REPORTING THE DISTRICT AS A WHOLE FINANCIAL ENTITY
Statement of Net Assets and Statement of Activities

While this document contains several funds used by the district to provide programs and
activities, the view of the District as a whole looks at all financial transactions and asks the
question, “How did we do financially during 2006-2007?” The Statement of Net Assets and the
Statement of Activities answer this question. These statements include all assets and all liabilities
using the accrual basis of accounting similar to the accounting used by most private-sector
companies. This basis of accounting takes into accounts all of the current year’s revenues and
expenses regardless of when cash is received or disbursed.

These two statements report the District’s net assets and changes in those assets. This change is
important because it tells the reader whether, for the District as a whole, the financial position of
the district has improved or diminished. In addition, non-financial factors such as changes in the
District’s property tax base and the condition of school buildings and other facilities must be
considered.

In the Statement of Net Assets and the Statement of Activities, the District’s activities are divided
into two categories; governmental activities and business type activities. All of the District’s
programs and services are reported here including instruction, support services, as well as
operation and maintenance of facilities. Under the governmental activities column is where most
of the District’s basic services are included, such as regular and special education instruction,
transportation, and administration. Property taxes and state categorical formulas finance most of
these activities. Under the Business-type activities column is where the District’s Childcare
Programs and Children’s Creative Workshop activities are included. Tuition payments finance
these activities.

REPORTING THE DISTRICT’S MOST SIGNIFICANT INDIVIDUAL FUNDS
Fund Financial Statements

The fund financial statements provide more detailed information about the District’s most
significant funds, not the District as a whole. Funds are accounting devices the District uses to
keep track of specific sources of funding and spending on particular programs:

e Some funds are required by State law and by bond covenants.

e The District establishes other funds to control and manage money for particular purposes
(like repaying its long-term debts) or to show that it is properly using certain revenues
(like federal grants).

The District has three kinds of funds which are explained below. Later in this report a chart is
provided that shows all of the district funds, balances, and fund types.

Governmental funds-Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets can readily be converted to cash
flow in and out, and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps



the reader determine whether there are more or fewer financial resources that can be spent in the
near future to finance the District’s programs.

Because this information does not encompass the additional long-term focus of the district-wide
statements, additional information is provided at the bottom of the governmental funds statements
that explains the relationship (or differences) between them.

The District maintains ten individual governmental funds. Four of these funds are considered
major funds: the General Fund, the Community Facilities District Funds (95-1 & 99-1), the
County School Facilities Fund, and the Other Enterprise Fund. The other six governmental funds
are Child Care, Cafeteria, Deferred Maintenance, Special Reserve, Developer Fees, and Special
Reserve for Capital Outlay.

Major funds are those whose revenues, expenses, assets, or liabilities are at least 10 percent of the
total for their fund category or type (governmental or enterprise) and at least 5 percent of the
aggregate amount for all governmental and enterprise funds.

Proprietary funds — Services for which the District charges a fee are generally reported in
proprietary funds. Proprietary funds are reported in the same way as the district-wide statements.
Enterprise funds or internal service funds are the two types of proprietary funds. The District
does operate an enterprise fund which is where we account for the activities related to all of the
Childcare programs. All of the Childcare programs were reported in this enterprise fund.

Enterprise funds are operated in a manner similar to private business where the determination of
revenues earned, costs incurred and net income is necessary for management accountability. The
District uses one enterprise fund to account for business activities of all of the Childcare
programs. All of the Childcare programs were reported in this enterprise fund.

Fiduciary funds — In a fiduciary fund, the District is the trustee, or fiduciary, for assets that
belong to others, such as the Foundation Trust Fund. The District is responsible for ensuring that
the assets reported in these funds are used only for their intended purposes and by those to whom
the assets belong. All fo the District’s fiduciary activities are reported in a separate statement of
fiduciary net assets and a statement of changes in fiduciary net assets. We exclude these
activities from the district-wide financial statements because the District cannot use these assets
to finance its operations.



FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Assets

The district’s net assets were $ 105,345,473 as of June 30, 2007. The Statement of Net Assets
(see Table A-1 below) provides a perspective of the District’s net assets as a whole. All of the
data is from the District’s governmental activities.

Assets
Cash
Receivables
Due from (to) other funds
Prepaid expenses
Capital assets:
Land
Site improvements
Buildings
Equipment
Work in progress
Less accum. depr.
Total assets

Liabilities
Accounts payable & liabilities
Current loans
Deferred revenue
Long-term liabilities
Due within one year
Due in more than one year
Total Liabilities

Net Assets
Invested in capital assets
Restricted:
Capital projects
Debt service
Other purposes (expendable)
Other purposes (nonexpendable)
Unrestricted
Total Net Assets

2005-2006 2006-2007 Variance
$21,125,018 $27,129,928 $6,004,910
1,479,104 2,042,350 563,276
76,800 77,255 455
913,637 1,116,131 202,494
34,889,107 36,366,607 1,477,500
1,894,608 1,930,301 35,693
79,359,023 79,441,779 82,756
2,462,201 2,829,780 367,579
0 4,120,962 4,120,962
-13,609,901 -13,552,887 57,014
128,589,597 141,502,206 12,912,609
898,934 554,394 -344,540
3,500,000 4,250,000 750,000
123,474 388,253 264,779
22,890,183 30,964,085 8,073,902
517,195 423,169 -94,026
22,372,988 30,540,916 8,167,928
27,412,591 36,156,732 8,744,141
82,104,855 89,062,100 6,957,245
10,173,821 12,811,937 2,638,116
0 423,169 423,169
2,763,508 790,403 -1,973,105
1,392,680 2,257,865 865,185
4,742,142 0 -4,742,142
$100,434,022 105,345,473 4,168,467



Governmental Activities

Revenue in the Governmental Funds is divided into general revenue, which funds the basic on-
going instructional programs and related support services, and program revenue, which funds
specific program activities that support the children enrolled in Del Mar schools. Revenues form
the District’s governmental activities were $39,342,520 (see Table A-2) while expenditures were

$37,733,319 (see Table A-3).

Table A-2
Revenue for Governmental Activities
2005-2006 2006-2007
Program Revenue $ 3,964,841 $4,794,286
General Revenues 32,830,137 35,152,118
$36,794,978 $39,946,405

The primary sources of general revenue are state revenue and local property taxes and represent
approximately 92% of general revenues. The remaining 8% of general revenues consists of
interest earnings, other agency transfers and local income. The primary sources of program
revenues are the State of California and the Federal Government which fund many of the

programs operated by the district.

The table below presents the cost of each of the District’s largest functions by expenditure total.

Table A-3
Expenditure For Government Activities
2005-2006 2006-2007

Classroom Instruction $23,674,269 $25,068,713
Instructional Services 3,409,197 3,412,314
Pupil Services 1,488,179 1,791,370
General Administration 1,642,893 1,933,423
Plant Services 3,050,505 3,353,364
Other Services & Activities 3,625,009 2,174,135

$36,890,052 $37,733,319



FINANCIAL ANALAYSIS OF THE DISTRICT’S FUNDS

The financial performance as a whole is reflected in the District’s governmental funds. As the
District completed the year, the governmental funds reported a combined fund balance of over
$19.3 million. Below in Table A-4 is a list of all the various District funds balances at the end of
the 2005-2006 and 2006-2007 fiscal years. The variance between years is also listed. The fund
types are described in the Fund Financial Statements section of this report.

Table A-4

Ending Fund Balances By Type

General Fund

Cafeteria

Deferred Maintenance

Special Reserve

Capital Facilities

Special Reserve for Capital Projects
Community Facilities District 95-1, 99-1
Total Governmental Funds

Other Enterprise
Total Proprietary Funds

Foundation Trust
Total Fiduciary Funds

Total Al Funds

2005-2006 2006-2007 Variance
$6,764,409 $9,499,716 $2,735,307
97,746 34,325 -63,421
356,919 524,266 167,347
1,182,580 1,242,494 59,914
62,295 35,434 -26,861
1,537,250 19,823 -1,517,427
8,574,276 12,894,495 -4,320,219
$18,575,475 $24,250,553 5,675,078
766,653 1,046,413 279,760
766,653 1,046,413 279,760
41,813 42,584 771
41,813 42,584 771
$19,383,941 $17,490,437 $1,893,504



Long-Term Debt

At year end, the District had over $30 million in certificates of participation, capital leases
payable, lease revenue bonds, and other long-term debt outstanding. More detail about the
District’s long-term debt is detailed in Table A-5 below. Additional information regarding the
long-term liabilities is presented in the notes to the financial statements.

Table A-6
Outstanding Long-Term Debt
2005-2006 2006-2007

Certificate of Participation 11,700,000 0
General Obligation Bond 0 19,955,000
Other General Long-Term 0 86,561
Debt 10,485,000 10,350,000
Lease Revenue Bonds Payable

Capital Lease Payable 521,329 402,716
Compensated Absences 183,854 169,807
Total 22,890,183 30,964,084

CFD 95-1

On June 28, 2007 the Del Mar Community Facilities District (CFD) 95-1 issued $19,955,000
Series 2007 Special Tax Bonds. Proceeds from the Bonds will be used primarily to finance the
acquisition and construction of Ocean Air School and prepay the 1999 Certificates of
Participation. The current outstanding principal balance on the 1999 Certificates of Participation
is $11,435,000 and will be paid as they become due prior to September 1, 2029 and prepaid in
full on September 1, 2009.

CFD 99-1

Pursuant to the formation resolution and the bond authorization resolution which was approved
by the Board of Trustees on May 12, 1999. An election was held on September 28, 1999 which
allowed the Community Facilities District 99-1 to finance the cost of public facilities by incurring
bonded indebtedness. More than two-thirds of the votes cast were in favor of the “Series 2003
Special Tax Bonds” maturing on September 1, 2029 and September 1, 2038. In October of 2003
the Del Mar Community Facilities District 99-1 issued $10,620,000 in Lease Revenue Bonds.
Proceeds from the sale of the bonds are being used to purchase the land and construct the Pacific
Highlands Ranch School #7 named Sycamore Ridge. The first interest payment on the bonds was
paid on March 1, 2004 and is due semi-annually thereafter on March 1 and September 1. The
interest rate varies; in 2005 it is 2% and increases to 5.875% in 2025 through 2038. The first
principal payment of $135,000 is due on September 1, 2005.

The debt service and interest payments for both the COP’s and the Lease Revenue Bonds will be
paid with revenues generated from the two CFD’s. No District general operating funds will be
used.



General Fund Budgetary Highlights

Information about the district’s major funds, including the General Fund, is shown later in this
report. The General Fund is accounted for using the modified accrual basis of accounting. The
district’s budget is prepared according to California law and is based on accounting for certain
transactions on a basis of cash receipts, disbursements and encumbrances.

During the course of the year, interim reports are used for each major budget revision and are
presented ot the Governing Board for review and approval and regularly scheduled Board
meetings and in accordance with deadlines established by the California Department of
Education.

Capital Assets

At the end of the 2006-07 fiscal year, the district had $120,568,467 invested in land, land
improvements, buildings, equipment, and capital equipment. $4,120,962 of the assets is “Work
In Progress” for Ocean Air School. After accumulated depreciation of $13,552,887 is applied,
the value of net capital assets is $111,136,542.

Current Financial Related Activities

Over the years, Del Mar Union School District has maintained a strong, financially responsible
budget. Each year the district takes a careful look at revenue and expenditure projections on a
multi-year basis and adjusts it’s budget accordingly. Adjustments are necessary in order to
maintain an acceptable and safe reserve balance. As the preceding information shows, assets are
substantial and the amount of debt paid from general revenues is a very small percentage of the
overall budget. However, the financial future is still full of challenges. Prudent planning and
conservative spending must be a priority as the uncertainty of basic aid funding will continue.
The reserves will help to minimize the impact of any loss of revenue and will allow sufficient
planning time to secure alternative funding sources and reduce programs if necessary.

Contacting the District

The financial report is designed to provide our citizens, taxpayers, investors, and creditors with a
general overview of the district’s finances and to show the district’s accountability for the money
it receives. If you have questions about this report or need additional financial information,
contact Dena Whittintghton, Assistant Superintendent of Business Services, at the Del Mar Union
School District, 225 9" Street, Del Mar, CA 92014.

10



Basic Financial Statements



DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF NET ASSETS
JUNE 30, 2007

ASSETS:
Cash in County Treasury
Cash on Hand and in Banks
Cash in Revolving Fund
Cash with a Fiscal Agent/Trustee
Accounts Receivable
Internal Balances
Prepaid Expenses
Capital Assets:
Land
Improvements
Buildings
Equipment
Work in Progress
Total Accumulated Depreciation
Total Assets

LIABILITIES:
Accounts Payable
Current Loans
Deferred Revenues
Long-term Liabilities
Due within one year
Due in more than one year
Total Liabilities

NET ASSETS:
Invested in capital assets, net of related debt
Restricted For:

Capital Projects

Debt Service

Other Purposes (expendable)

Other Purposes (nonexpendable)
Unrestricted
Total Net Assets

Primary Government

EXHIBIT A-1

Governmental Business-type Component
Activities Activities Total Unit

$ 14,106,016 $ 1,123,379 $ 15,229,395 §$ -

- - - 182,958
20,000 - 20,000 -
13,003,912 - 13,003,912 -

2,042,350 14,710 2,057,060 3,900
77,255 (77,255) - -
1,116,131 - 1,116,131 -
36,366,607 - 36,366,607 -
1,930,301 - 1,930,301 -
79,441,779 - 79,441,779 -
2,829,780 - 2,829,780 -
4,120,962 - 4,120,962 -
(13,552,887) - (13,552,887) -

141,502,206 1,060,834 142,563,040 186,858

554,394 14,421 568,815 5,000
4,250,000 - 4,250,000 -
388,253 - 388,253 -
423,169 - 423,169 -
30,540,916 - 30,540,916 -

36,156,732 14,421 36,171,153 5,000
89,062,100 - 89,062,100 -
12,811,937 - 12,811,937 -
423,169 - 423,169 -

790,403 - 790,403 51,245
2,257,865 1,046,413 3,304,278 -

- - - 130,613

$ 105345474 $ 1,046,413 $ 106,391,887 $ 181,858

The accompanying notes are an integral part of this statement.
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Net (Expense) Revenue and Changes in Net Assets

Governmental Business-type Component
Activities Activities Total Unit
$  (21,890,359) $  (21,890,359)
(3,103,954) (3,1083,954)
(1,022,644) (1,022,644)
(1,898,470) (1,898,470)
(3,185,382) (3,185,382)
(1,210,579) (1,210,579)
(618,140) (618,140)
(9,505) (9,505)
(32,939,033) (32,939,033)
- $ (2,295,173) (2,295,173)
(32,939,033) (2,295,173) (35,234,206)
(1,059,010)
29,269,958 - 29,269,958 -
3,017,266 - 3,017,266 -
759,299 45,838 805,137 18,361
41,852 - 41,852 -
2,063,744 2,529,095 4,592,839 998,715
35,152,119 2,574,933 37,727,052 1,017,076
2,213,086 279,760 2,492,846 (41,934)
101,177,006 766,653 101,943,659 223,792
1,955,382 - 1,955,382 -
$ 105345474 $ 1,046,413 $ 106,391,887 181,858

13
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EXHIBIT A-3
DEL MAR UNION SCHOOL DISTRICT
BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2007
Capital Project Other Total
General Fund for Blended Governmental Governmental
Fund Component Unit Funds Funds
ASSETS:
Cash in County Treasury $ 8,240,420 $ 4,092,102 $ 1,773,494 § 14,106,016
Cash in Revolving Fund 20,000 - - 20,000
Cash with a Fiscal Agent/Trustee 4,284,077 8,719,835 - 13,003,912
Accounts Receivable 1,875,955 82,558 83,837 2,042,350
Due from Other Funds 88,255 - 15,624 103,879
Total Assets $ 14,508,707 $ 12,804,495 § 1,872,955 $ 29,276,157
LIABILITIES AND FUND BALANCE:
Liabilities:
Accounts Payable $ 355,113 § - $ 5613 § 360,726
Due to Other Funds 15,624 - 11,000 26,624
Current Loans 4,250,000 - - 4,250,000
Deferred Revenue 388,253 - - 388,253
Total Liabilities 5,008,990 - 16,613 5,025,603
Fund Balance:
Reserved Fund Balances:
Reserve for Revolving Cash 20,000 - - 20,000
Reserve for Prepaid Items - 568,606 - 568,606
Reserve for Legally Restricted Balance 1,261,680 - - 1,261,680
Designated Fund Balances:
Designated for Economic Uncertainties 996,184 - - 996,184
Other Designated 1,923,498 - - 1,923,498
Unreserved 5,298,355 12,325,889 - 17,624,244
Unreserved, reported in nonmajor:
Special Revenue Funds - - 1,801,085 1,801,085
Capital Projects Funds - - 55,257 55,257
Total Fund Balance 9,499,717 12,894,495 1,856,342 24,250,554
Total Liabilities and Fund Balances $ 14,508,707 $ 12,894,495 $ 1,872,955 $ 29,276,157

The accompanying notes are an integral part of this statement.
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EXHIBIT A-4
DEL MAR UNION SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2007

Total fund balances - governmental funds balance sheet $ 24,250,554

Amounts reported for assets and liabilities for governmental activities in the statement of net
assets are different from amounts reported in governmental funds because:

Capital assets: In governmental funds, only current assets are reported. In the statement of
net assets, all assets are reported, including capital assets and accumulated depreciation.

Capital assets relating to governmental activities, at historical cost 124,689,429
Accumulated depreciation (13,552,887)
Net 111,136,542

Unamortized costs: In governmental funds, debt issue costs are recognized as expenditures
in the period they are incurred. In the government-wide statements, debt issue costs are
amortized over the life of the debt. Unamortized debt issue costs included in prepaid
expense on the statement of net assets are: 1,116,131

Unmatured interest on long-term debt: In govemmental funds, interest on long-term debt is
not recognized until the period in which it matures and is paid. In the govemment-wide
statement of activities, it is recognized in the period that it is incurred. The additional
liability for unmatured interest owing at the end of the period was: (193,668)

Long-term liabilities: In govermnmental funds, only current liabilities are reported. In the
statement of net assets, all liabilities, including long-term liabilities, are reported. Long-term
liabilities relating to governmental activities consist of;

General obligation bonds payable 20,041,561
Compensated absences payable 169,807
Capital leases payable 402,717
Lease revenue bonds payable 10,350,000
Total (30,964,085)
Net assets of governmental activities - statement of net assets $ 105,345,474

The accompanying notes are an integral part of this statement.
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EXHIBIT A-5
DEL MAR UNION SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2007

Capital Project Other Total
General Fund for Blended Governmental Governmental
Fund Component Unit Funds Funds
Revenues:
Revenue Limit Sources:
State Apportionments $ 9860 $ - $ - $ 9,860
Local Sources 27,027,892 - - 27,027,892
Federal Revenue 677,188 - 109,831 787,019
Other State Revenue 4,759,592 - 148,553 4,908,145
Other Local Revenue 3,629,292 2,667,582 916,612 7,213,486
Total Revenues 36,103,824 2,667,582 1,174,996 39,946,402
Expenditures:
Instruction 23,399,740 - - 23,399,740
Instruction - Related Services 3,470,770 - - 3,470,770
Pupil Services 1,067,312 - 757,655 1,824,967
General Administration 1,966,280 - 35,682 2,001,962
Plant Services 2,944,696 4,202,240 1,924,481 9,071,417
Other Outgo 218,978 673,983 - 892,961
Debt Service:
Principal 117,196 11,700,000 400,000 12,217,196
Interest 21,170 246,136 1,166,565 1,433,871
Total Expenditures 33,206,142 16,822,359 4,284,383 54,312,884
Excess (Deficiency) of Revenues
Over (Under) Expenditures 2,897,682 (14,154,777) (3,109,387) (14,366,482)
Other Financing Sources (Uses):
Transfers In - - 1,728,939 1,728,939
Transfers Out . (162,374) (1,566,565) - (1,728,939)
Proceeds From Sale of Bonds - 19,955,000 - 19,955,000
Other Sources - 86,561 - 86,561
Total Other Financing Sources (Uses) (162,374) 18,474,996 1,728,939 20,041,561
Net Change in Fund Balance 2,735,308 4,320,219 (1,380,448) 5,675,079
Fund Balance, July 1 6,764,409 8,574,276 3,236,790 18,575,475
Fund Balance, June 30 $ 9,499,717 $ 12,894,495 $ 1,856,342 $ 24,250,554

The accompanying notes are an integral part of this statement.
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EXHIBIT A6
DEL MAR UNION SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Net change in fund balances - total governmental funds $ 5,675,079

Amounts reported for governmental activities in the statement of activities are different from
amounts reported in governmental funds because:

Capital outlay: In governmental funds, the costs of capital assets are reported as
expenditures in the period when the assets are acquired. in the statement of activities, costs
of capital assets are allocated over their estimated useful lives as depreciation
expense. The difference between capital outiay expenditures and depreciation expense
for the period is:

Expenditures for capital outlay 6,180,833
Depreciation expense (1,994,711)
Net 4,186,122

Debt service: In governmental funds, repayments of long-term debt are reported as
expenditures. In the govemment-wide statements, repayments of long-term debt are
reported as reductions of liabilities. Expenditures for repayment of the principal portion of
long-term debt were: 12,217,195

Debt proceeds: In govemmental funds, proceeds from debt are recognized as Other
Financing Sources. In the government-wide statements, proceeds from debt are reported as
increases to liabilities. Amounts recognized in governmental funds as proceeds from debt,
net of issue premium or discount, were: (20,041,561)

Debt issue costs: In governmental funds, debt issue costs are recognized as expenditures in
the period they are incurred. In the government-wide statements, issue costs are amortized
over the life of the debt. The difference between debt issue costs recognized in the current
period and issue costs amortized for the period is: (61,089)

Unmatured interest on long-term debt: In govermmental funds, interest on long-term debt is
recognized in the period that it becomes due. In the govemment-wide statement of
activities, it is recognized in the period that it is incurred. Unmatured interest owing at the
end of the period, less matured interest paid during the period but owing from the prior
period, was: 223,293

Compensated absences: In governmental funds, compensated absences are measured by
the amounts paid during the period. In the statement of activities, compensated absences
are measured by the amounts earned. The difference between compensated absences paid
and compensated absences earned was: 14,047

Change in net assets of governmental activities - statement of activities $ 2,213,086

The accompanying notes are an integral part of this statement.
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DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF NET ASSETS

ENTERPRISE FUND

JUNE 30, 2007

ASSETS:

Current Assets:

Cash in County Treasury

Accounts Receivable
Total Current Assets
Total Assets

LIABILITIES:
Current Liabilities:
Accounts Payable
Due to Other Funds
Total Current Liabilities
Total Liabilities

NET ASSETS:
Unrestricted Net Assets
Total Net Assets

The accompanying notes are an integral part of this statement.
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Enterprise
Fund

Enterprise
Fund

1,123,379
14,710
1,138,089

1,138,089

14,421
77,255
91,676
91,676

1,046,413

1,046,413
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DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET ASSETS - ENTERPRISE FUND

FOR THE YEAR ENDED JUNE 30, 2007

Operating Revenues:
Local Revenue
Total Revenues

Operating Expenses:

Certificated Personnel Salaries

Classified Personnel Salaries

Employee Benefits

Books and Supplies

Services and Other Operating Expenses
Total Expenses

Income (Loss) before Contributions and Transfers
Change in Net Assets

Total Net Assets - Beginning
Total Net Assets - Ending

The accompanying notes are an integral part of this statement.
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Enterprise
Fund

Enterprise
Fund

2,574,933

2574933

61,020
1,594,487
312,283
181,861
145,522

2,295,173

279,760

279,760

766,653

1,046,413
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DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2007

Cash Flows from Operating Activities:

Cash Received from Customers

Cash Payments for Payroll and Related Benefits

Cash Payments to Other Suppliers for Goods and Services
Net Cash Provided (Used) by Operating Activities

Cash Flows from Investing Activities:
Interest and Dividends on Investments
Net Cash Provided (Used) for Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income (Loss)
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities
Change in Assets and Liabilities:
Decrease (Increase) in Receivables
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Due to
Total Adjustments
Net Cash Provided (Used) by Operating Activities

The accompanying notes are an integral part of this statement.
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Enterprise
Fund

2,529,095
(1,967,790)
(331,827)

229,478

42,157

42,157

271,635
851,744

1,123,379

279,760

(3.681)
(4,899)
455

(8,125)

271,635




DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

JUNE 30, 2007

ASSETS:

Cash in County Treasury

Accounts Receivable
Total Assets

LIABILITIES:
Accounts Payable
Total Liabilities

NET ASSETS:
Held in Trust
Total Net Assets

The accompanying notes are an integral part of this statement.
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Private-Purpose
Trust
Funds

Foundation
Private-Purpose

Trust Fund

42,113
571
42,684

100
100

42,584
42,584
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EXHIBIT A-11
DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Foundation
Private-Purpose
Trust
Fund
Additions:
Investment Income $ 2,112
Total Additions 2,112
Deductions:
Administrative Expenses 1,341
Total Deductions 1,341
Change in Net Assets 771
Net Assets-Beginning of the Year 41,813
Net Assets-End of the Year $ 42,584

The accompanying notes are an integral part of this statement.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

A.

S { Significant 2 ting Polici

Del Mar 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 (GAAP) as prescribed by
the Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public Accountants
(AICPA).

1.

Reporting Enit

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," include 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 benefitburden on the District
- there is fiscal dependency by the organization on the District

The District also evaluated each legally separate, tax-exempt organization whose resources are used principally
to provide support to the District to determine if its omission from the reporting entity would result in financial
statements which are misleading or incomplete. GASB Statement No. 14 requires inclusion of such an
organization as a component unit when: 1) The economic resources received or held by the organization are
entirely or almost entirely for the direct benefit of the District, its component units or its constituents; and 2) The
District or its component units is entitled to, or has the ability to otherwise access, a majority of the economic
resources received or held by the organization; and 3) Such economic resources are significant to the District.

Based on these criteria, the District has two component units, the Del Mar Schools Community Facilities Districts
and the Del Mar Schools Education Foundation. The Del Mar Schools Community Facilities Districts are
presented as a blended component unit in the District's audited financial statements. The Del Mar Schools
Education Foundation, a California non-profit public benefit corporation which raises funds for the benefit of the
District is presented as a discretely presented component unit in the District's audited financial statements.

Additionally, the District is not a component unit of any other reporting entity as defined by the GASB statement.

Basis of P tation, Basis of A .
a. Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities include the
financial activities of the overall government, except for fiduciary activities. Eliminations have been made
to minimize the double-counting of internal activities. These statements distinguish between the
governmental and business-type activities of the District. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other nonexchange transactions. Business-type activities
are financed in whole or in part by fees charged to external parties.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

The statement of activities presents a comparison between direct expenses and program revenues for the
different business-type activities of the District and for each function of the District's governmental activities.
Direct expenses are those that are specifically associated with a program or function and, therefore, are
clearly identifiable to a particular function. The District does not allocate indirect expenses in the statement
of activities. Program revenues include (a) fees, fines, and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the District's funds,
with separate statements presented for each fund category. The emphasis of fund financial statements is on
major governmental and enterprise funds, each displayed in a " separate column. All remaining
governmental and enterprise funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, resuit from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party receives
and gives up essentially equal values. Nonoperating revenues, such as subsidies and investment earnings,
result from nonexchange transactions or ancillary activities.
The District reports the following major governmental funds:

General Fund. This is the District's primary operating fund. It accounts for all financial resources of the
District except those required to be accounted for in another fund.

Capital Project Fund for Blended Component Unit. This fund is used to account for the transactions that are
associated with the capital projects of the District's Community Facilities Districts (CFD).

The District reports the following major enterprise funds:

Other Enterprise Fund. This fund accounts for the financial resources of the district associated with the
operation of the district's child care programs.

In addition, the District reports the following fund types:

Special Revenue Funds. These funds are used to account for the proceeds of specific revenue sources that
are legally restricted to expenditures for specific purposes.

Capital Projects Funds. These funds are used to account for the proceeds of bond issuances and for the
acquisition of capital assets of the district.

Private-Purpose Trust Funds. These funds are used to report trust arrangements under which principal and
income benefit individuals, private organizations, or other governments not reported in other fiduciary fund types.

Fiduciary funds are reported in the fiduciary fund financial statements. However, because their assets are held in

a trustee or agent capacity and are therefore not available to support District programs, these funds are not
included in the government-wide statements.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

b.

M E Basis of A ,

Government-wide, Proprietary, and Fiduciary Fund Financial Statements: These financial statements are
reported using the economic resources measurement focus. The government-wide and proprietary fund
financial statements are reported using the accrual basis of accounting. Revenues are recorded when
eamed and expenses are recorded at the time liabilities are incurred, regardiess of when the related cash
flows take place. Nonexchange transactions, in which the District gives (or receives) value without directly
receiving (or giving) equal value in exchange, include property taxes, grants, entitements, and donations.
On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are
levied. Revenue from grants, entitiements, and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Govemmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method, revenues
are recognized when measurable and available. The District does not consider revenues collected after its
year-end to be available in the current period. Revenues from local sources consist primarily of property
taxes. Property tax revenues and revenues received from the State are recognized under the
susceptible-to-accrual concept. Miscellaneous revenues are recorded as revenue when received in cash
because they are generally not measurable until actually received. Investment earmnings are recorded as
eamed, since they are both measurable and available. Expenditures are recorded when the related fund
liability is incurred, except for principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures to the extent they have matured. General
capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing sources.

When the District incurs an expenditure or expense for which both restricted and unrestricted resources may
be used, it is the District's policy to use restricted resources first, then unrestricted resources.

Under GASB Statement No. 20, "Accounting and Financial Reporting for Proprietary Funds and Other
Govemmental Entites That Use Proprietary Fund Accounting," all proprietary funds will continue to follow
Financial Accounting Standards Board (‘FASB") standards issued on or before November 30, 1989.
However, from that date forward, proprietary funds will have the option of either 1) choosing not to apply
future FASB standards (including amendments of earlier pronouncements), or 2) continuing to follow new
FASB pronouncements unless they conflict with GASB guidance. The District has chosen to apply future
FASB standards.

3. Encumbrances

Encumbrance accounting is used in all 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.

4 Liabilit | Equi

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 held by the financial institutions is fully insured or collateraiized. 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.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

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 earmned
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, S Inventori | Prepaid. E it

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. Capital Assets
Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated fixed assets
are recorded at their estimated fair value at the date of the donation. The cost of normal maintenance and repairs
that do not add to the value of the asset or materially extend assets' lives are not capitalized. A capitalization
threshold of $5,000 is used.

Capital assets are being depreciated using the straight-line method over the following estimated useful lives:

Estimated
Asset Class Useful Lives
Infrastructure 30
Buildings 25-50
Building Improvements 20
Vehicles 3-15
Office Equipment 3-15
Computer Equipment 3-15

d. Beceivable and Payable Balances
The District believes that sufficient detail of receivable and payable balances is provided in the financial
statements to avoid the obscuring of significant components by aggregation. Therefore, no disclosure is provided
which disaggregates those balances.
There are no significant receivables which are not scheduled for collection within one year of year end.

e. Compensated Absences

Accumulated unpaid employee vacation benefits are recognized as liabilites of the District. The current
portion of the liabilities is recognized in the general fund at year end.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

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.  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.

g. Interfund Activity

Interfund activity results from loans, services provided, reimbursements or transfers between funds. Loans are
reported as interfund receivables and payables as appropriate and are subject to elimination upon consolidation.
Services provided, deemed to be at market or near market rates, are treated as revenues and expenditures or
expenses. Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and
reduces its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers In
and Transfers Out are netted and presented as a single "Transfers" line on the government-wide statement of
activities. Similarly, interfund receivables and payables are netted and presented as a single “Internal Balances"
line of the government-wide statement of net assets.

h. Property Taxes

Secured property taxes attach as an enforceable lien on property as of March 1. Taxes are payable in two
installments on November 15 and March 15. Unsecured property taxes are payable in one installment on or
before August 31. The County of San Diego bills and collects the taxes for the District.

i.  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.

j-  Use of Estimates

The preparation of financial statements in conformity with GAAP requires the use of management's estimates.
Actual results could differ from those estimates.

B. G i | £ bili
1. Finance-Related Legal and Contractual Provisions

In accordance with GASB Statement No. 38, "Certain Financial Statement Note Disclosures," violations of finance-
related legal and contractual provisions, if any, are reported below, along with actions taken to address such violations:

Violation Action Taken
None reported Not applicable
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

Deficit Fund Balance or Fund Net Assets of Individual Funds

Following are funds having deficit fund balances or fund net assets at year end, if any, along with remarks which address
such deficits:

Deficit
Fund Name Amount Remarks
None reported Not applicable  Not applicable

C. Cash and Investments

1.

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 ($15,271,508 as of June 30, 2007). The fair
value of the District's portion of this pool as of that date, as provided by the pool sponsor, was $15,271,508.
Assumptions made in determining the fair value of the pooled investment portfolios are available from the
County Treasurer.

Cash on Hand. in Ban| | in Revolving Fund

Cash balances in banks and in the revolving fund ($20,000) are insured up to $100,000 by the Federal
Depository Insurance Corporation. All cash held by the financial institution is fully insured or collateralized.

Investments:

The District's investments at June 30, 2007 are shown below.

Fair
Investment or Investment Type Value
Blackrock T-Funds $ 8,719,835
Investment Agreement 4,284,077
Total Investments $ 13,003,912

Analysis of Specific D it and | Ris!

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 other counterparty to an investment will not fulfill its obligations. The
county is restricted by Government Code Section 53635 pursuant to Section 53601 to invest only 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. The ratings of securities by nationally recognized rating agencies are designed to
give an indication of credit risk. At year end, the District was not exposed to credit risk.

b. Custodial Credit Risk
Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the
deposits are uncollateralized, collateralized with securities held by the pledging financial institution, or

collateralized with securities held by the pledging financial institution's trust department or agent but not in the
District's name.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered
in the name of the government, and are held by either the counterparty or the counterparty's trust
department or agent but not in the District's name. At year end, the District 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. At year
end, the District was not exposed to concentration of credit risk.

d. Interest Rate Risk

This is the risk that changes in interest rates will adversely affect the fair value of an investment. At year end,
the District was not exposed to interest rate risk.

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 was not exposed to foreign currency risk.

5. 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-eaming investment contracts at amortized cost and to report nonparticipating
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 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-eamning 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
value. 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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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

D.

Capital Assets

Capital asset activity for the year ended June 30, 2007 was as follows:

Beginning Ending
Balances Increases Decreases Balances
G tal activities:
Capital assets not being depreciated:
Land $ 34,889,107 $ 1,477,500 $ - 36,366,607
Work in progress - 4,120,962 - 4,120,962
Total capital assets not being depreciated 34,889,107 5,598,462 - 40,487,569
Capital assets being depreciated:
Buildings 79,359,023 82,756 - 79,441,779
Improvements 1,894,608 35,693 - 1,930,301
Equipment 2,462,201 463,922 96,343 2,829,780
Total capital assets being depreciated 83,715,832 582,371 96,343 84,201,860
Less accumulated depreciation for:
Buildings (9,498,616) (1,772,672) - (11,271,288)
Improvements (876,227) (87,208) - (963,435)
Equipment (1,279,676) (134,831) (96,343) (1,318,164)
Total accumulated depreciation (11,654,519) (1,994,711) (96,343) (13,552,887)
Total capital assets being depreciated, net 72,061,313 (1,412,340) - 70,648,973
Governmental activities capital assets, net $ 106,950,420 $ 4,186,122 $ - 111,136,542

Depreciation was charged to functions as follows:

Instruction $ 1,914,663
Instruction-Related Services 56,739
Pupil Services 2,240
Plant Services 11,564
Unallocated 9,505

$ 1,994,711
Interfund Bal | Activiti

1. Due To and From Other Funds

Balances due to and due from other funds at June 30, 2007 consisted of the following:

Due To Fund Due From Fund Amount

General Fund Enterprise Fund $ 77,255
General Fund Cafeteria Fund 11,000
Deferred Maintenance Fund General Fund 13,874

Cafeteria Fund General Fund 1,750

$ 103,879

All amounts due are scheduled to be repaid within one year.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

2. Transfers To and From Other Funds

Transters to and from other funds at June 30, 2007 consisted of the following:

Transfers From Transfers To Amount
General Fund Deferred Maintenance Fund $ 162,374
Capital Project Fund Blended Component Unit Fund 1,566,565

$___ 1,728,939
F.  Short-Term Debt Activity

The District accounts for short-term debts for maintenance purposes through the General Fund. The proceeds from
loans are shown in the financial statements as Other Resources.

Beginning Ending
Balance Issued Redeemed Balance

D inti

Tax anticipation notes $ 3,500,000 $ 4,250,000 $ 3,500,000 $ 4,250,000

G. Long-Term Obligations

1.  Long-Term Obligation Activity

Long-term obligations include debt and other long-term liabilities. Changes in long-term obligations for the year ended
June 30, 2007 are as follows:

Amounts
Beginning Ending Due Within
Balance Increases Decreases Balance One Year

G tal activities:
General obligation bonds $ - $ 19,955,000 $ - $ 19,955,000 -
Capital leases 521,328 - 118,611 402,717 113,362
Certificates of participation 11,700,000 - 11,700,000 - -
Lease revenue bonds 10,485,000 - 135,000 10,350,000 140,000
Compensated absences * 183,854 - 14,047 169,807 169,807
Unamortized premium - 86,561 - 86,561 -
Total governmental activites $ 22,890,182 $ 20,041,561 $ 11,967,658 $ 30,964,085 $ 423,169

* Other long-term liabilities
The funds typically used to liquidate other long-term liabilities in the past are as follows:

Liability Activity Type Fund
Compensated absences Governmental  General
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NOTES TO THE FINANCIAL STATEMENTS
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2. Debt Service Requirements

Debt service requirements on long-term debt at June 30, 2007 are as follows:

Governmental Activities

Year Ending June 30, Principal Interest Total

2008 $ 423,169 $ 1,220,754 $ 1,643,923
2009 623,513 1,509,207 2,132,720
2010 629,612 1,483,883 2,113,495
2011 641,230 1,458,826 2,100,056
2012 575,000 1,432,218 2,007,218
2013-2017 3,285,000 6,761,212 10,046,212
2018-2022 4,085,000 6,057,470 10,142,470
2023-2027 5,170,000 4,812,027 9,982,027
2028-2032 6,655,000 3,283,843 9,938,843
2033-2037 7,480,000 1,348,649 8,828,649
2037-2041 1,310,000 78,137 1,388,137
Totals $ 30,877,524 $ 29,446,226 $ 60,323,750

3. Advance Refunding of Debt

"GASB Statement No. 7, "Advance Refundings Resulting in Defeasance of Debt," provides that refunded debt
and assets placed in escrow for the payment of related debt service be excluded from the financial statements.
As of June 30, 2007, outstanding balances of debt issues that have been refunded and defeased in-substance by
placing existing assets and the proceeds of new bonds in an irrevocable trust to provide for all future debt service
payments are as follows.

Debt Issue Amount
1999 Certificates of Participation $ 11,700,000
Total $ 11,700,000

4. Capital Leases

Commitments under capitalized lease agreements for facilities and equipment provide for minimum future lease payments
as of June 30, 2007 are as follows:

Year Ending June 30:

2008 $ 128,337
2009 117,856
2010 99,400
2011 88,176
Total Minimum Lease Payments $ 433,769
Less Amounts Representing Interest (31,052)
Net Minimum Lease Payments $ 402,717

5.  Unamortized Premium

General Obligation Bonds issued in the year ended June 30, 2007 were sold at a premium, meaning that the
market rate of interest was lower than the stated rate of interest on the Bonds; therefore, they were sold for more
than the face value. Generally Accepted Accounting Principles (GAAP) requires that this premium be amortized
over the life of the debt. The carrying value reported on the government-wide balance sheet was presented in
accordance with GAAP and was the face value of the debt plus the unamortized premium. The total premium
for the debt was $86,561 resulting in a carrying value of $20,041,561.
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H.

Joint V. Joint P ; |

The District participates in one joint powers agreement (JPA) entity, the San Diego 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 insurance for its member districts as requested. The JPA is
governed by a board consisting of a representative 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,
2007 is as follows:

Total Assets $ 804,445

Total Liabilities 55,708

Total Fund Balance 748,737

Total Cash Receipts 470,061

Total Cash Disbursements 347,595

Net Change in Fund Balance 122,466
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 D inti

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.

Funding Poli

Active plan members are required to contribute 7% 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 CalPERS Board of Administration. The required employer contribution rate for fiscal year 2006-07 was 9.12%
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, 2007, 2006 and 2005 were $470,034, $413,331 and
$394,655, respectively, and equal 100% of the required contributions for each year. The amount contributed by the
State on behalf of the District was $0.
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STRS:
Plan D ipti

The District contributes to the State Teachers' Retirement System (STRS), a cost-sharing multiple-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 95826.

Funding Pol

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 2006-07 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, 2007, 2006 and 2005 were $1,486,577, $1,388,824 and
$1,227,415, respectively, and equal 100% of the required contributions for each year. The amount contributed by the
State on behalf of the District was $813,923.

J.  Alternative Pension Plan

The District participates in one alternative pension plan through the Fringe Benefit Consortium (FBC). The FBC was
formed in October 1982 as part of a Joint Powers Agreement (JPA) of the San Diego County Office of
Education. The FBC provides 401(a), 457(b), and 403(b) investment programs. Under these plans, eligible
employees will contribute between $20 and $14,000 per year of their salary before taxes. The plan eams interest and
is paid out upon termination of service, death, or in-service withdrawal.

K. Postempl { Benefits Other Than Pension Benefit

The District provides postretirement health care benefits, as established by board policy, to all employees who retire
from the District on or after attaining age 55 with at least 10 years of service. On June 30, 2007, sixteen retirees met
these eligibility requirements.

The District pays health insurance premiums on behalf of qualified pre-Medicare retirees at a rate ranging from 50%
to 100% of the cost, depending on length of service and other factors. During the year ended June 30 2007,
expenditures of $87,445 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.

L. Commitments and Contingencies
Litiati

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.
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M.  Subsequent Events

The district issued $4,000,000 of Tax Revenue Anticipation Notes (TRANS) with an interest rate of 4.50% dated
July 3, 2007. The TRANS was sold to supplement the district's cash flow and matures on June 30, 2008.

N.  Adiust Beginning Net Asset

A clerical emor in preparing the depreciation schedule in the year ended June 30, 2006 resulted in an overstatement
of accumulated depreciation in the amount of $1,955,382. The accumulated depreciation has been corrected and
beginning net assets has been restated accordingly.
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DEL MAR UNION SCHOOL DISTRICT
GENERAL FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED JUNE 30, 2007

Revenues:

Revenue Limit Sources:
State Apportionments
Local Sources

Federal Revenue

Other State Revenue

Other Local Revenue
Total Revenues

Expenditures:

Instruction
Instruction - Related Services
Pupil Services
General Administration
Plant Services
Other Outgo
Debt Service:

Principal

Interest

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses):
Transfers Out
Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balance, July 1
Fund Balance, June 30

EXHIBIT B-1

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
$ 9,860 $ 9,860 $ 9,860 $ -
26,310,916 27,027,892 27,027,892 -
704,534 677,188 677,188 -
3,702,896 4,759,592 4,759,592 -
2,156,758 3,629,292 3,629,292 -
32,884,964 36,103,824 36,103,824 -
22,134,082 24,404,686 23,399,740 1,004,946
3,878,524 3,877,058 3,470,770 406,288
1,033,576 1,112,636 1,067,312 45,324
1,936,809 1,991,060 1,966,280 24,780
3,053,445 3,170,520 2,944,696 225,824
196,199 224,951 218,978 5,973
115,000 117,196 117,196 -
21,000 21,170 21,170 -
32,368,635 34,919,277 33,206,142 1,713,135
516,329 1,184,547 2,897,682 1,713,135
(106,118) (162,374) (162,374) -
(106,118) (162,374) (162,374) -
410,211 1,022,173 2,735,308 1,713,135
6,764,409 6,764,409 6,764,409 -
$_ 7174620 $ 7,786582 $ 9499717 $ 1,713,135
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This supplementary information includes financial statements and schedules not required by the Govermental Accounting
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DEL MAR UNION SCHOOL DISTRICT

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2007

ASSETS:

Cash in County Treasury

Accounts Receivable

Due from Other Funds
Total Assets

LIABILITIES AND FUND BALANCE:
Liabilities:

Accounts Payable

Due to Other Funds
Total Liabilities

Fund Balance:
Unreserved, reported in nonmajor:
Special Revenue Funds
Capital Projects Funds
Total Fund Balance

Total Liabilities and Fund Balances

EXHIBIT C-1

Debt
Service Total

Fund Nonmajor
Special Blended Capital Governmental

Revenue Component Projects Funds (See

Funds Unit Funds Exhibit A-3)
1,731,035 - 42459 § 1,773,494
70,540 - 13,297 83,837
15,624 - - 15,624
1,817,199 - 55,756 $ 1,872,955
5114 - 499 $ 5,613
11,000 - - 11,000
16,114 - 499 16,613
1,801,085 - - 1,801,085
- - 55,257 55,257
1,801,085 - 55,257 1,856,342
1,817,199 - 55,756 $ 1,872,955
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DEL MAR UNION SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Revenues:
Federal Revenue
Other State Revenue
Other Local Revenue
Total Revenues

Expenditures:
Pupil Services
General Administration
Plant Services
Debt Service:
Principal
Interest
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses):
Transfers In
Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balance, July 1
Fund Balance, June 30

EXHIBIT C-2

Debt
Service Total
Fund Nonmajor
Special Blended Capital Governmental
Revenue Component Projects Funds (See
Funds Unit Funds Exhibit A-5)

109,831 $ - - $ 109,831
148,553 - - 148,553
692,451 - 224,161 916,612
950,835 - 224,161 1,174,996
757,655 - - 757,655
34,733 - 949 35,682
156,981 - 1,767,500 1,924,481

- 400,000 - 400,000

- 1,166,565 - 1,166,565
949,369 1,566,565 1,768,449 4,284,383
1,466 (1,566,565) (1,544,288) (3,109,387)
162,374 1,566,565 - 1,728,939
162,374 1,566,565 - 1,728,939
163,840 - (1,544,288) (1,380,448)
1,637,245 - 1,599,545 3,236,790
1,801,085 § - 55,257 $ 1,856,342
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NONMAJOR SPECIAL REVENUE FUNDS

JUNE 30, 2007

EXHIBIT C-3

Total
Nonmajor
Special
Deferred Special Revenue
Cafeteria Maintenance Reserve Funds (See
Fund Fund Fund Exhibit C-1)
ASSETS:
Cash in County Treasury $ 1,178 § 503,678 1,226,179 § 1,731,035
Accounts Receivable 47,511 6,714 16,315 70,540
Due from Other Funds 1,750 13,874 - 15,624
Total Assets $ 50,439 $ 524,266 1,242,494 $ 1,817,199
LIABILITIES AND FUND BALANCE:
Liabilities:
Accounts Payable $ 5114 § - - $ 5114
Due to Other Funds 11,000 - - 11,000
Total Liabilities 16,114 - - 16,114
Fund Balance:
Unreserved, reported in nonmajor:
Special Revenue Funds 34,325 524,266 1,242,494 1,801,085
Total Fund Balance 34,325 524,266 1,242,494 1,801,085
Total Liabilities and Fund Balances $ 50,439 $ 524,266 1,242,494 $ 1,817,199
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EXHIBIT C-4
DEL MAR UNION SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
NONMAJOR SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Total
Nonmajor
Special
Deferred Special Revenue
Cafeteria Maintenance Reserve Funds (See
Fund Fund Fund Exhibit C-2)
Revenues:
Federal Revenue $ 109,831 § - $ - $ 109,831
Other State Revenue 3,202 145,351 - 148,553
Other Local Revenue 615,934 16,603 59,914 692,451
Total Revenues 728,967 161,954 59,914 950,835
Expenditures:
Pupil Services 757,655 - - 757,655
General Administration 34,733 - - 34,733
Plant Services - 156,981 - 156,981
Total Expenditures 792,388 156,981 - 949,369
Excess (Deficiency) of Revenues
Over (Under) Expenditures (63,421) 4,973 59,914 1,466
Other Financing Sources (Uses):
Transfers In - 162,374 - 162,374
Total Other Financing Sources (Uses) - 162,374 - 162,374
Net Change in Fund Balance (63,421) 167,347 59,914 163,840
Fund Balance, July 1 97,746 356,919 1,182,580 1,637,245
Fund Balance, June 30 $ 34325 § 524,266 $ 1,242,494 $ 1,801,085
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EXHIBIT C-5
DEL MAR UNION SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR CAPITAL PROJECTS FUNDS

JUNE 30, 2007
Total
Nonmajor
Capital
Capital Special Projects
Facilities Reserve Funds (See
Fund Fund Exhibit C-1)
ASSETS:
Cash in County Treasury $ 26,038 $ 16,421 $ 42,459
Accounts Receivable 9,895 3,402 13,297
Total Assets $ 35,933 $ 19,823 $ 55,756
LIABILITIES AND FUND BALANCE:
Liabilities:

Accounts Payable $ 499 $ - $ 499
Total Liabilities 499 - 499
Fund Balance:

Unreserved, reported in nonmajor:
Capital Projects Funds 35,434 19,823 55,257
Total Fund Balance 35,434 19,823 55,257
Total Liabilities and Fund Balances $ 35,933 $ 19,823 $ 55,756
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DEL MAR UNION SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
NONMAJOR CAPITAL PROJECTS FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Revenues:
Other Local Revenue
Total Revenues

Expenditures:
General Administration
Plant Services
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Net Change in Fund Balance

Fund Balance, July 1
Fund Balance, June 30

Total
Nonmajor
Capital
Capital Special Projects
Facilities Reserve Funds (See
Fund Fund Exhibit C-2)
164,088 $ 60,073 $ 224,161
164,088 60,073 224,161
949 - 949
190,000 1,577,500 1,767,500
190,949 1,577,500 1,768,449
(26,861) (1,517,427) (1,544,288)
(26,861) (1,517,427) (1,544,288)
62,295 1,537,250 1,699,545
35,434 $ 19,823 $ 65,257
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Other Supplementary Information

This section includes financial information and disclosures not required by the Governmental Accounting Standards
Board and not considered a part of the basic financial statements. It may, however, include information which is
required by other entities.
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DEL MAR UNION SCHOOL DISTRICT
LOCAL EDUCATION AGENCY
ORGANIZATION STRUCTURE

JUNE 30, 2007

The Del Mar Union School District was established in 1906 and became a Union District in 1949. There were no
changes in the boundaries of the district during the current fiscal year. The district is currently operating seven
elementary schools.

Governing Board

Name Office Term and Term Expiration

Dr. Annette Easton President Four year term
Expires June 30, 2010

Dr. Janet Lamborghini Clerk Four year term
Expires June 30, 2008

Linda Crawford Member Four year term
Expires June 30, 2008

Steven McDowell Member Four year term
Expires June 30, 2010

Katherine White Member Four year term
Expires June 30, 2010

Administration

Thomas Bishop
Superintendent

Janet Bernard
Assistant Superintendent
Curriculum & Instruction

Dena Whittington

Assistant Superintendent
Business Services
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DEL MAR UNION SCHOOL DISTRICT
SCHEDULE OF AVERAGE DAILY ATTENDANCE
YEAR ENDED JUNE 30, 2007

Elementary:
Kindergarten
Grades 1 through 3
Grades 4 through 6
Special education

Elementary totals

ADA totals

TABLE D-1

Second Period
Report Annual Report
504.07 507.36
1,597.63 1,607.00
1,578.23 1,683.74
38.97 38.66
3,718.90 3,736.76

3,718.90 3,736.76

Average daily attendance is a measurement of the number of pupils attending classes of the district. The purpose of
attendance accounting from a fiscal 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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DEL MAR UNION SCHOOL DISTRICT TABLE D-2
SCHEDULE OF INSTRUCTIONAL TIME
YEAR ENDED JUNE 30, 2007
Number Number
1986-87 of Days of Days
1982-83 Minutes 2006-07 Traditional  Multitrack

Grade Level Actual Minutes  Requirement Actual Minutes Calendar Calendar Status
Kindergarten 31,680 36,000 42,530 180 - Complied
Grade 1 51,200 50,400 54,570 180 - Complied
Grade 2 51,200 50,400 54,570 180 - Complied
Grade 3 51,200 50,400 54,570 180 - Complied
Grade 4 51,200 54,000 54,570 180 - Complied
Grade 5 51,200 54,000 54,570 180 - Complied
Grade 6 51,200 54,000 54,570 180 - Complied

Districts, including basic aid districts, must maintain their instructional minutes at either the 1982-83 actual minutes or
the 1986-87 requirements, whichever is greater, as required by Education Code Section 46201. This schedule is

required of all districts, including basic aid districts.

The district has received incentive 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 46200 through 46206.
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DEL MAR UNION SCHOOL DISTRICT TABLE D-3
SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS
YEAR ENDED JUNE 30, 2007

(Budget)
General Fund 2008 2007 2006 2005

Revenues and other financial sources $ 35,583,700 $ 36,103,824 $ 32,469,022 $ 29,355,227

Expenditures, other uses and

transfers out 35,665,125 33,368,516 31,343,638 29,204,013
Change in fund balance (deficit) (81,425) 2,735,308 1,125,384 151,214
Ending fund balance $ 9,418,292 $ 9,499,717 $ 6,764,409 $ 5,639,025
Available reserves $ 8,055,259 $ 8,218,035 $ 6,744,408 $ 5,406,797
Available reserves as a percentage

of total outgo 22.6% 24.6% 21.5% 18.5%
Total long-term debt $ 30,540,916 $ 30,964,085 $ 22,890,183 $ 23,423,272
Average daily attendance at P-2 3,720 3,719 3,609 3,556

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 district's general fund balance has increased by $4,011,906 over the past three years. The fiscal year 2007-08
budget projects a decrease of $81,425. For a district this size, the state recommends available reserves of at least 3%
of total general fund expenditures, other uses and transfers out.

Long-term debt has increased by $7,181,948 over the past three years.

Average daily attendance has increased by 328 over the past three years.
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DEL MAR UNION SCHOOL DISTRICT TABLE D-4
RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET

REPORT WITH AUDITED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2007

The fund balances for all funds reported in the accompanying audited financial statements are in agreement with
the fund balances reported by the district in their unaudited 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 SACS report to the audited financial statements. Funds

that required no adjustment are not presented.
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DEL MAR UNION SCHOOL DISTRICT TABLE D-5
SCHEDULE OF CHARTER SCHOOLS
YEAR ENDED JUNE 30, 2007

No charter schools are chartered by Del Mar Union School District.

Included In
Charter Schools Audit?
None N/A
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DEL MAR UNION SCHOOL DISTRICT
SCHEDULE OF EXCESS SICK LEAVE
YEAR ENDED JUNE 30, 2007

TABLEL

The following disciosure is made for excess sick leave as that term is defined in subdivision (¢) of Education Code

Section 22170.5:
Is Excess Was Excess Is Excess
Sick Leave Sick Leave Sick Leave
Titles of Authorized By Found To Be Authorized In
Employees Exhibiting Employee's Accrued For Contract Authorizing Teachers'
Excess Sick Leave Contract? Employee? Excess Sick Leave Contract?
Superintendent Yes Yes Employment Contract No
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DEL MAR UNION SCHOOL DISTRICT TABLE D-7
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2007
Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Entity Identifying Federal
Program Title Number Number Expenditures
U. S, DEPARTMENT OF EDUCATION
Passed Through State Department of Education:
Special Education * 84.027 03379 581,015
Preschool * 84.173 03430 27,911
Title IV - Safe and Drug Free Schools 84.186 03453 4,656
Title V - Innovative 84.298 03340 2,668
Title Il - Technology 84.318 04045 4,049
Title Ill - LEP 84.365 03249 15,925
Title Il - Teacher Quality 84.367 04035 40,964
Total Passed Through State Department of Education 677,188
Total U. S. Department of Education 677,188
U, S. DEPARTMENT OF AGRICULTURE
Passed Through State Department of Education:
National School Lunch * 10.555 05310 109,831
Total U. S. Department of Agriculture 109,831
TOTAL EXPENDITURES OF FEDERAL AWARDS 787,019

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

The accompanying notes are an integral part of this schedule.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2007

Basis of P tat

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Del Mar
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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WILKINSON HADLEY & CO,LLP
CPA's and Advisors
250 E. Douglas Ave., Suite 200
El Cajon, CA 92020
Tel (619) 447-6700 Fax (619) 447-6707

WWWWI Matters Based Audit of Financial Staf s Perf T
E I ith G ¢ Audifing Standard

Board of Trustees
Del Mar Union School District
Del Mar, California 92014

Members of the Board of Trustees:

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of Del
Mar Union School District as of and for the year ended June 30, 2007, which collectively comprise the Del
Mar Union School District's basic financial statements and have issued our report thereon dated November
21, 2007. 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.

In planning and performing our audit, we considered Del Mar Union School District's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements but not for the purpose of expressing an opinion on the effectiveness of
the Del Mar Union School District's internal control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the Del Mar Union School District's internal control over financial
reporting. A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the Del Mar Union School District's ability to initiate, authorize, record,
process or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the Del Mar Union School District's financial
statements that is more than inconsequential will not be prevented by the Del Mar Union School District's
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the Del Mar Union School District's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we considered to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Del Mar Union School District's financial
statements are free of 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.

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.

W%% 4 lo, LLP

Wilkinson Hadley & Co., LLP
November 21, 2007
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WILKINSON HADLEY & CO,LLP
CPA's and Adyvisors
250 E. Douglas Ave., Suite 200
El Cajon, CA 92020
Tel (619) 447-6700 Fax (619) 447-6707

Beport on Compliance with Bequirements Applicaple.
W‘W ; I With OMB Circular A-133

Board of Trustees
Del Mar Union School District
Del Mar, California 92014

Members of the Board of Trustees:

We have audited the compliance of Del Mar Union School District with the types of compliance requirements
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, 2007. Del
Mar 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 Del
Mar Union School District's management. Our responsibility is to express an opinion on Del Mar Union School
District's compliance based on our audit.

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, Audits of
States, 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 Del Mar Union
School Districts 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 of Del Mar Union School District's compliance with
those requirements.

In our opinion, Del Mar 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, 2007.

The management of Del Mar Union School District is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts and grants applicable
to federal programs. In planning and performing our audit, we considered Del Mar Union School District's
internal control over compliance with the 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, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Del Mar Union School
District's internal control over compliance.
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A control deficiency in an entity's internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity's ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control that
we considered 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.

Wobisor Wallley 4 Co, LLP

Wilkinson Hadley & Co., LLP
November 21, 2007
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WILKINSON HADLEY & CO,LLP
CPA's and Advisors
250 E. Douglas Ave., Suite 200
El Cajon, CA 92020
Tel (619) 447-6700 Fax (619) 447-6707

Auditor's Report on State Compli

Board of Trustees
Del Mar Union School District
Del Mar, California 92014

Members of the Board of Trustees:

We have audited the basic financial statements of the Del Mar Union School District ("District") as of and for the
year ended June 30, 2007, and have issued our report thereon dated November 21, 2007. 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 Compiroller
General of the United States; and the State's audit guide, Standards and Procedures for Audits of
California K-12 Local Education Agencies 2006-07, published by the Education Audit Appeals Panel.
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
for 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 Procedures

Description Audit Guide Performed
Attendance Accounting:

Attendance Reporting 8 Yes

Kindergarten Continuance 3 Yes

independent Study 23 Not Applicable

Continuation Education 10 Not Applicable

Adult Education 9 Not Applicable

Regional Occupational Centers and Programs 6 Not Applicable

Instructional Time:

School Districts 6 Yes

County Offices of Education 3 Not Applicable
Community Day Schools 9 Not Applicable
Morgan-Hart Class Size Reduction Program 7 Not Applicable
Instructional Materials:

General Requirements 12 Yes

Grades K-8 Only 1 Yes

Grades 9-12 Only 1 Not Applicable
Ratios of Administrative Employees to Teachers 1 Yes
Early Retirement Incentive Program 4 Not Applicable
GANN Limit Calculation 1 Yes
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School Construction Funds:

School District Bonds

State School Facilities Funds
Alternative Pension Plans
Excess Sick Leave
Notice of Right to Elect California State Teachers

Retirement System (CalSTRS) Membership
Proposition 20 Lottery Funds (Cardenas Textbook Act of 2000)
State Lottery Funds (California State Lottery Act of 1984)
California School Age Families Education (Cal-SAFE) Program
School Accountability Report Card
Class Size Reduction Program (Including In Charter Schools):

General Requirements

Option One Classes

Option Two Classes

Only One School Serving Grades K-3
Contemporaneous Records of Attendance, For Charter Schools
Mode of Instruction, for Charter Schools

Nonclassroom-Based Instruction/Independent Study, For Charter Schools

Determination of Funding for Nonclassroom-Based
Instruction, For Charter Schools

Annual Instructional Minutes - Classroom Based, For Charter Schools
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Yes

Not Applicable
Yes
Yes

Yes
Yes
Yes
Not Applicable
Yes

Yes

Yes
Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Applicable

Not Applicable
Not Applicable

The term "Not Applicable" is used above to mean either that the District did not offer the program during the

current fiscal year or that the program applies only to a different type of local education agency.

Based on our audit, we found that, for the items tested, Del Mar Union School District complied with the state
laws and regulations referred to above. this report. Further, based on our examination, for items not tested,
nothing came to our attention to indicate that the Del Mar 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.

W%% & lo LLP

Wilkinson Hadley & Co., LLP
November 21, 2007
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Findings and Recommendations Section



DEL MAR UNION SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007
A. Summary of Auditor's Results
1. Financial Statements
Type of auditor's report issued: Ungualified
Internal control over financial reporting:

One or more material weaknesses identified? Yes X No

One or more significant deficiencies identified that are
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:
One or more material weaknesses identified? Yes X No

One or more significant deficiencies 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-133? Yes X No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84.027 Special Education
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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DEL MAR UNION SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007
3. State Awards
Internal control over state programs:

One or more material weaknesses identified?

One or more significant deficiencies identified that are
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

D. State Award Findings and Questioned Costs

NONE
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DEL MAR UNION SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2007

Finding/Recommendation

Management's Explanation
Current Status If Not Implemented

Finding 2006-1 (60000)
Food Service Practices

The California Department of Education required the
district to complete a corrective action plan for several
violations of state and federal regulations involving the
district's food service practices.

We recommended the district continue to adhere to the
corrective action plan as set up, in order to comply with
the requirements as set forth by the California
Department of Education.

Finding 2006-2 (50000)
Payroll Documentation

In our review of payroll documentation for federal
programs we noted the certifications did not indicate the
period covered nor did it include a date signed on the
form.

We recommended the district review Procedure 905 in
the California School Accounting Manual and revise the
semi-annual certifications to include all required
information, including the period the certification is
covering and the date the certification is signed.

Finding 2006-3 (10000)
Attendance Reporting

A clerical error resulted in an overstatement of one
ADA on the Annual Report of Attendance submitted to
the California Department of Education.

We recommended the district amend the Annual Report

of Attendance and implement procedures to have all
reports reviewed prior to submission.
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