DEL MAR UNION SCHOOL DISTRICT
COUNTY OF SAN DIEGO
DEL MAR, CALIFORNIA

AUDIT REPORT

JUNE 30, 2008

Wilkinson Hadley King & Co. LLP
CPA’s and Advisors
250 E. Douglas Ave
El Cajon, CA 92020
Tel 619-447-6700 Fax 619-447-6707



introductory Section



Del Mar Union School District
Audit Report
For The Year Ended June 30, 2008

TABLE OF CONTENTS

FINANCIAL SECTION

Independent Auditor's Report on Financial Statements.................ccoecevveeeeicereveeessseenenessnas
Management's Discussion and Analysis (Required Supplementary Information).................

Basic Financial S n

Government-wide Financial Statements:
Statement 0f NEt ASSEIS......ccciieiieeiei ittt e e s e vssee st esteeastsaneseseeseessneestens
StatemMeEnt Of ACHVITIES. .......ccoueeuiiiice et eee et e e e e se e eseea e e e eeeeemeemees
Fund Financial Statements:
Balance Sheet - Governmental FUNGS..............ooooeirieeeceeeceieereteeetiee e eee e evevaneessans
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net ASSEIS........covieveiriciriciiiicee e er e eene s
Statement of Revenues, Expenditures, and Changes in
Fund Balances - Governmental FUNGS...........cccooeevieiiiceiieeeeceeceeee e seesreee e
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities..................
Staternent of Net Assets - Enterprise FUNd................ccoovviciniiniciiineeeceee e,
Statement of Revenues, Expenses, and Changes in
Fund Net Assets - ENterprise FUNG.........cccveceeericecccee et ress s et
Statement of Cash Flows - Proprietary FUNds...............ccco e,
Statement of Fiduciary Net Assets - Fiduciary Funds............ccccvcveevecvicenccciiceeeee,
Statement of Changes in Fiduciary Net Assets - Fiduciary FUNdS..........cccvovivien e
Notes to the Financial Statements ...t e ec st e ese e e e aeneas

Required Suppl n Inf .
Budgetary Comparison Schedules:

GENBIAL FUNG....... it v e eeeeasent s essseasanasatsesssanssannesenssanareneesasenamnns

Combining Balance Sheet - All Nonmajor Governmental Funds...........cccoeevnmevvecivensnins
Combining Statement of Revenues, Expenditures and Changes in
Fund Balances - All Nonmajor Governmental Funds.............cccocovieviiiiieceeeieieeeenne

Special Revenue Funds:
Combining Balance Sheet - Nonmajor Special Revenue Funds..........cccocvvieeeveeevieeane,

Combining Statement of Revenues, Expenditures and Changes
in Fund Balances - Nonmajor Special Revenue FUnds..............ccoeeevveevieeesieceeenns

[ Y

Exhibit A-1
Exhibit A-2

Exhibit A-3
Exhibit A-4
Exhibit A-5

Exhibit A-6
Exhibit A-7

Exhibit A-8
Exhibit A-9

Exhibit A-10
Exhibit A-11

Exhibit B-1

Exhibit C-1

Exhibit C-2

Exhibit C-3

Exhibit C-4



Del Mar Union School District
Audit Report
For The Year Ended June 30, 2008

TABLE OF CONTENTS

OTHER SUPPLEMENTARY INFORMATION SECTION

Local Education Agency Organization SIrUCIUIE..............cccueeevviieiiiceniceseee s eee e e eseeseans
Schedule of Average Daily AHENAANCE. ...........ccccvicueerietiiri e s s eeees s avsneeen e
Scheduie of INStrUCHONA] TIME........cccceriieeiee ettt s e e e eee e e s s e anesana
Schedule of Financial Trends and ANAWYSIS..............ccovirerieieie ettt eseeesens
Reconciliation of Annual Financial and Budget Report

With Audited Financial Statements...............coouivieiiciiecee et e e e srees
Schedule of Chaner SChOOIS..........c.ccieiiit et e e s et et easeenee

Schedule of Expenditures of Federal AWards ...............ccccceveeerveeneenicconensicsieree e eeseesesseeneas
Notes to the Scheduie of Expenditures of Federal AWards.............ccoeeveereeeereeeeeessesennenns
Report on Internal Control over Financial Reporting and on Compliance and

Other Matters Based on an Audit of Financial Statements Performed

in Accordance with Government Auditing StaNAArds.................ccoovvoveceevcveersreeeeeeeseanns
Report on Compliance with Requirements Applicable

To each Major Program and Internal Control over Compliance

In Accordance With OMB Circular A-183....... ... reen s e
Auditor's Report on State COmMPlIANCE.........c.cc.eoeeciee et eeee s s e,
Schedule of Findings and QUeSHonad COSES .............ccooviiieeeeeeeeee e eee e eeseresesressrens
Summary Schedule of Prior Audit FINAINGS.......c.coveeeer ettt e ens s eans

Table D-1
Table D-2
Table D-3

Table D-4
Table D-5
Table D-6
Table D-7



Financial Section



Wilkinson Hadley King & Co. LLP
CPA's and Advisors
250 E. Douglas Avenue
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

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, 2008, 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, 2008, 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 Governmeni Auditing Standards, we have also issued our report dated November 7,
2008, 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 considered in assessing the results of our audit.

The Management's Discussion and Analysis and the budgetary comparison 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
ol States, Local Govemments ana Non-Profii 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.

wm% Ling, & Lo, LLP

El Cajon, California
November 7, 2008



Del Mar Union School District
Management Discussion and Analysis
Fiscal Year Ending June 30, 2008

(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,
2008. 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 Statenent 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 govemnmental, 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 2008 are as follows:
Total net assets (including Business Type Activities) for the District are $115,631,695.

Outstanding Capital I.ease-Purchase Debt decreased from 402,717 to $291,157during the 2007-08 fiscal
year,

The District student enrollment increased to 4,057 in 2007-08.
Property tax revenue increased by 9% on 2007-08 over the 2006-07 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 this year?” 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.



Del Mar Union School District
Management Discussion and Analysis
Fiscal Year Ending June 30, 2008

(Unaudited)

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 activites 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.

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

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.
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(Unaudited)

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 of 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 $ 114,352,083  as of June 30, 2008. 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.

2006-07 2007-08 Variance
Assets
Cash $27,129,926 $25,033,752 -$2,096,174
Receivables 2,042,351 4,766,193 2,723,842
Due from (to) other funds 77,255 8,132 -69,123
Prepaid expenses 1,116,131 1,076,942 -39,189
Capital assets:
Land 36,366,607 34,912,432 -1,454,175
Site improvements 1,930,301 1,919,001 -11,300
Buildings 79,441,779 91,500,302 12,058,523
Equipment 2,829,780 2,977,349 147,569
Work in progress 4,120,962 0 -4,120,962
Less accumulated depreciation. -13,552 887 -15,173,955 -1,621,068
Total Assets 141,502,205 147,020,148 5,517,943
Liabilities
Accounts payable & liabilities 554,394 1,215,783 661,389
Current loans 4,250,000 0 -4,250,000
Deferred revenue 388,253 707,522 319,269
Long-term liabilities 30,964,085 30,744,760 -219,325
Due within one year 248,362 833,128 584,766
Due in more than one year 30,715,723 29,911,632 -804,091
Total Liabilities 36,156,732 32,668,065 -3,488,667
Net Assets
Invested in capital assets 89,062,100 85,678,973 -3,383,127
Restricted:
Capital projects 12,811,937 11,199,039 -1,612,898
Debt service 248,362 0 -248,362
Other purposes (expendable) 965,209 14,898,965 13,933,756
Other purposes {nonexpendable) 2,257,865 2,575,106 317,241
Unrestricted 0 0 0
Total Net Assets $105,345,473 $114,352,083 9,006,610
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Management Discussion and Analysis
Fiscal Year Ending June 30, 2008

(Unaudited)

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’s schools. Revenues from the District’s
governmental activities were $41,751,961 (see Table A-2) while expenditures were $35,708,854 (see Table
A-3).

Table A-2
Revenue for Governmental Activities

2006-07 2007-08
Program Revenue $ 4,794,286 $ 6,043,107
General Revenues 35,152,118 44,715,465
$39,946,404 $50,758,572

The primary sources of general revenue are federal revenue, state revenue, and local property taxes and
represent approximately 79% of general revenues. The remaining 21% 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
Expenditures for Government Activities

2006-07 2007-08

Classroom Instruction $25,068,713 $28,777,463
Instructional Services 3412314 3,697,886
Pupil Services 1,791,370 2,017,226
General Administration 1,933,423 1,691,791
Plant Services 3,353,364 3,625,303
Other Services & Activities 2,174,141 1,942,292

$37,733,319 $41,751,961

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 $28.4 million. In
Table A-4 is a list of all the various District funds balances at the end of the 2006-07 and 2007-08 fiscal

years. The variance between years is also listed. The fund types are described in the Fund Financial
Statements section of this report,
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Table A4

Ending Fund Balances by Type

2006-07 2007-08 Variance
General Fund $9,499.717 $11,481,756 $1,982,039
Cafeteria 34,324 9 -34 315
Deferred Maintenance 524,266 801,444 277,178
Special Reserve 1,242,494 1,307,746 65,252
Capital Facilities 35,434 98,078 62,644
8pecial Reserve for Capital Projects 19,823 7,833,784 7,813961
Community Facilities District 95-1, 99-1 12,894,495 6,865,256 -6,029,239
Total Governmentzl Funds $24,250,553 $28,388,073 4,137,520
Other Enterprise 1,046,413 1,279,612 233,199
Total Proprietary Funds 1,046,413 1,279,612 233,199
Foundation Trust 42,584 44,371 1,787
Total Fiduciary Funds 42,584 44,371 1,787
Total All Funds $25,339,550 $29,712,056 $4,373,506

Long-Term Debt

At year end, the District had over $30 million in capital leases payable, special tax 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
statemnents.

Table A-5
Outstanding Long-Term Debt
2006-07 2007-08
Special Tax Bonds 30,305,000 30,165,000
Other General Long-Term Debt 86,561 83,676
Capital Lease Payable 402,717 291,157
Compensated Absences 169,807 204,927
Total 30,964,085 30,744,760

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, 2009 and prepaid in full on September 1, 2009. Interest on the
Bonds is payable on September 1, 2007 and semi-annually thereafter on each September 1 and March 1.
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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 2003, the Del Mar Community Facilities District
99-1 issued $10,620,000 in Special Tax Bonds. Proceeds from the sale of the bonds were 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 debt service and interest payments for both the COP’s and the Special Tax 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 at
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 2007-08 fiscal year, the district had $131,309,084 invested in land, land improvements,
buildings, equipment, and capital equipment.  After accumulated depreciation of $15,173,955 is applied,
the value of net capital assets is $116,135,129.

Current Financial Related Activities

Over the years, Del Mar Union School District has maintained a strong, financially respongible 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 chalienges. 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 Whittington,
Assistant Superintendent of Business Services, at Del Mar Union School District, 225 9 Street, Del Mar,
CA 92014.
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DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF NET ASSETS
JUNE 30, 2008

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

LIABILITIES:
Accounts Payable
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

Other Purposes (expendable)

Other Purposes (nonexpendable)
Unrestricted
Total Net Assets

Primary Government

EXHIBIT A-1

Governmental Business-type Component
Activities Activities Total Unit

$ 24,292,657 $ 1,285,811 § 25,578,468 $ -

20,000 - 20,000 176,772
721,095 - 721,085 -
4,766,193 11,939 4,778,132 -
8,132 (8,132) - -
1,076,942 - 1,076,942 -
34,912,432 - 34,912,432 -
1,919,001 - 1,919,001 -
91,500,302 - 91,500,302 .
2,977,349 - 2,977,349 -
{15,173,955) - {15,173,955) -

147,020,148 1,289,618 148,309,766 176,772

1,215,783 10,006 1,225,789 1,978
707,522 - 707,522 -
833,128 - 833,128 -
29,911,632 - 29,911,632 -

32,668,085 10,006 32,678,071 1,978
85,678,973 - 85,678,973 -
11,198,039 - 11,199,039 -

14,898,965 1,279,612 16,178,577 47,021
2,575,106 - 2,575,106 -

- - - 127,773

$ 114,352,083 § 1,279,612 $_ 115631,695 % 174,794

The accompanying notes are an integral part of this statement.



DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

Functions/Programs

PRIMARY GOVERNMENT:
Government Activities:
Instruction
Instruction-Related Services
Pupil Services
General Administration
Plant Services
Interest on Long-Term Debt
Other Quigo

Total Governmental Activities

Business-type Activitios:
Enterprising Activities
Total Primary Government

COMPONENT UNIT:
Del Mar Education Foundation

Program Revenues

Charges for

Expenses Services

$ 28,777,463 $ -
3,697,886 -

2,017,226 608,153
1,691,791 -
3,625,303 -
1,576,901 -
365,391 -

41,751,961 608,153

2,441,286 -

$_ 44,193,247 $ 608,153

$ 725,063 $ -

General Revenues:
Taxaes and Subventions
Federal and State Revenues, not restricted
Interest and Investments
Interagency Revenues
Miscellaneous
Special and Extraordinary ltems
Total General Revenues
Change in Net Assets
Net Assets - Beginning
Net Assets - Ending

The accompanying notes are an integral part of this statemant.
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Operating
Grants and

$ 3,037,129
319,072
215,948

258
1,504,875

357,672
5,434,954

$ 5,434,954



Net (Expense) Ravenue and Changes in Net Assets

Governmental Business-type Component
Activities Activities Totat Unit
$ (25,740,334) $ (25,740,334)
(3,378,814) (3,378,814}
(1,193,125) (1,193,125)
(1,691,533) (1,691,533)
(2,120,428) (2,120,428)
(1,576,901) (1,576,901)
(7,719) (7,719)
(35,708,854) {35,708,854)
- $ (2,441,286) {2,441,286)
{35,708,854) (2,441,286) {38,150,140)
- - - 725,063
32,376,851 - 32,376,851 -
3,022,118 - 3,022,118 -
793,777 55,067 848,844 8,197
255,946 - 255,846 -
1,422,048 2,619,418 4,041,466 709,802
6,844,725 - 6,844,725 -
44,715,465 2,674,485 47,389,950 717,999
9,006,611 233,199 9,239,810 (7,064)
105,345,472 1,046,413 106,391,885 181,858
$ 114,352,083 § 1,279,612 § 115631695 $ 174,794

11
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DEL MAR UNION SCHOOL DISTRICT
BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2008
Special
General Reserve
Fund Fund
ASSETS:
Cash in County Treasury $ 11,280,306 $ 4,707,354
Cash in Revolving Fund 20,000 -
Cash with a Fiscal Agent/Trustee - -
Accounts Receivable 1,127,546 3,515,780
Due from Other Funds 438,093 -
Total Assets $ 12,865,945 $ 8,223,134
LIABILITIES AND FUND BALANCE:
Liabilities:

Accounts Payable $ 610,736 $ -

Due to Other Funds 65,930 389,350

Deferred Revenue 707,523 -

Total Liabilities 1,384,189 389,350
Fund Balance:
Reserved Fund Balances:

Reserve for Revolving Cash 20,000 -
Designated Fund Balances:

Other Designated 2,575,105 -
Unreserved 8,886,651 7,833,784
Unreserved, reported in nonmajor:

Special Revenue Funds - -

Capital Projects Funds - -

Total Fund Balance 11,481,756 7,833,784
Total Liabilities and Fund Balances $ 12,865,945 $ 8,223,134

The accompanying notes are an integral part of this statement.
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Capital Project
Fund for Biended
Component Unit

$ 6,087,400

721,085
56,761

$ 6,865,256

6,865,256

T 6,865,256

$__ 6865266

Other
Governmental
Funds

$ 2,217,597

66,107
65800
$: 2,349,504

$ 101,746
40,481

’ 142,227

2,109,199
98,078

’ 2,207,277

$:_ 2,348,504
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EXHIBIT A-3

Total
Governmental
Funds

$ 24,202,657
20,000

721,095
4,766,194

503,893

$ 30,303,839

$ 712,482
495,761
707,523

1,915,766

20,000

2,675,105
23,585,691

2,109,198
98,078

28,388,073

$ 30,303,839




EXHIBIT A-4

DEL MAR UNION SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

JUNE 20, 2008

Total fund balances - governmental funds balance sheet $ 28,388,073
Amounts reported for governmental activities in the statement of net assets are different 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 131,309,084
Accumulated depreciation {15,173,955)
Net 116,135,129

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: 1,076,941

Unmatured interest on long-term debt: In governmental funds, interest on long-term debt is not
recognized until the period in which it matures and is paid. in the government-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: (503,300}

Long-term liabilities: In governmental 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:

Other general long-term debt 83,676
Compensated absences payable 204,927
Capital leases payable 291,157
Special tax bonds payable 30,165,000
Totai (30,744,760}
Net assets of governmental activities - statement of net assets $ 114,352,083

The accompanying notes are an integral part of this statement.
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DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2008

General
Fund
Revenues,

Revenue Limit Sources:

State Apportionments $ {3,687)

Local Sources 30,108,768
Federal Revenue 748,617
Other State Revenue 4,353,449
Other Lecal Revenue 3,672,804

Total Revenues 38,879,951
Expenditures:

Instruction 26,731,499
Instruction - Related Services 3,694,396
Pupil Services 1,201,327
General Administration 1,631,926
Plant Services 3,462,617
Other Qutgo 232,613
Debt Service:

Principal 111,560

Interest L 14,793

Total Expenditures 37,080,731
Excess (Deficiency)} of Revenues

Over (Under) Expenditures 1,799,220
Other Financing Sources (Uses):

Transfers In 645,296

Transfers Out (462,477)

Cther Sources -

Other Uses -

Total Other Financing Sources (Uses) 182,819
Net Change in Fund Balance 1,982,039
Fund Balance, July 1 9,499,717
Fund Balance, June 30 3 11,481,756

The accompanying notes are an integral part of this statement.
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Special
Reserve

Fund

16,438
16,438

5,228

5,228

11,210

(389,350)
8,500,000
(307,899)

7,802,751

7,813,961

19,823

7,833,784



EXHIBIT A-5

Capital Project Other Total
Fund for Blended Governmentat Governmental
Component Unit __Funds Funds

$ - $ - $ (3.687)
- . 30,108,768

- 91,472 840,089

- 148,611 4,502,060
3,959,445 817,929 8,466,616
3,958,445 1,088,012 43,913,846

- - 26,731,499

- - 3,694,396

- 849,255 2,050,582

- 9,7:M1 1,641,717
8,807,632 34,738 12,310,215

50 - 232,663

- 140,000 251,560

- 1,041,002 1,055,795
8,807,682 2,074,786 47,968,427
(4,848,237} _ {1,018,774) (4,054,581}

- 1,643,479 2,288,775
(1,181,002) (255,946) (2,288,775}

- - 8,500,000
- - ~ {307,899)

(1,181,002) 1,387,533 8,192,101
(6,029,239) 370,759 4,137,520
12,894,495 1,836,518 24,250,653

$ 6,865,256 $ 2,207,277 $ 28,388,073
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EXHIBIT A-6

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, 2008

Net change in fund balances - total governmental funds $ 4,137,520
Amounts reported for governmental activities in the statement of activities are different because:

Capital outtay: 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 outlay expenditures and depreciation expense for the period is:

Expenditures for capital outiay 8,825,295
Depreciation expense (2,156,480}
Net 6,668,815

Debt service: In governmental funds, repayments of long-term debt are reported as expenditures.
In the government-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: 251,560

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:

Issue costs incurred during the period 211,474
Issue costs amortized for the period (36,304)
Net 175,170

Gain or loss from disposal of capital assets: In governmental funds, the entire proceeds from
disposal of capital assets are reported as revenue. In the statement of activities, only the
resuiting gain or loss is reported. The difference between the the proceeds from disposal of
capitat assets and the resulting gain or loss is: (1,670,228)

Unmatured interest on long-term debt: In governmental funds, interest on long-term debt is
recognized in the period that it becomes due. In the government-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: (309,632)

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: (35,120)

Amortization of debt issue premiurmn or discount: In governmental funds, if debt is issued at a
premium or at a discount, the premium or discount is recognized as an Other Financing Source
or an Other Financing Use in the period it is incurred. In the government-wide statements, the
premium or discount is amortized as interest over the life of the debt. Amortization of premium or
discount for the period is: (211,474)

Change in net assets of governmental activities - stalement of activities $ 9,006,611

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, 2008

ASSETS:

Current Assets:

Cash in County Treasury

Accounts Receivable

Due from Other Funds
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 integrai part of this statement.
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Enterprise
Fund

Enterprise
Fund

1,285,811
11,939
130

1,297,880
1,297,880

10,006
8,262

18,268
18,268

1,279,612

1,279,612

EXHIBIT A-7



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

FOR THE YEAR ENDED JUNE 30, 2008

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 Assels

Total Net Assets - Beginning
Total Net Assets - Ending

The accompanying notes are an integral part of this statement.
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EXHIBIT A-8

Enterprise
Fund

Enterprise
Fund

2,674,485

2,674,485

65,395
1,680,816
354,282
187,340
153,453

2,441,286

$ 1,279,612

233,199

233,199

1,046,413



DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF CASH FLOWS

ENTERPRISE FUND

FOR THE YEAR ENDED JUNE 30, 2008

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

Reconciilation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income (Loss)
Change in Assets and Liabilities:
Decrease (Increase) in Receivables
Decrease (Increase) in Due From
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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EXHIBIT A-9

Enterprise
Fund

$ 2,544,237
(2,100,493}
{336,379)

107,365

55,067
55,067

162,432
1,123,379
$ 1,285,811

$ 233,199

2,771
{130)
(4,415)
(68,993)
(70,767)

$ 162,432
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DEL MAR UNION SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

JUNE 30, 2008

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

44,090
381

$ 44,471

$ 100

100

44,371

$ 44,371

EXHIBIT A-10



EXHIBIT A-11

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

FOR THE YEAR ENDED JUNE 30, 2008

Foundation
Private-Purpose
Trust
Fund
Additions:
Investment Income $ 1,987
Total Additions 1,987
Deductions:
Administrative Expenses 200
Total Deductions 200
Change in Net Assets 1,787
Net Assets-Beginning of the Year 42,584
Net Assets-End of the Year $ 44 371

The accompanying notes are an integrai part of this statement.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Del Mar Union School District (District) accounts for its financial transactions in accordance with the policies and
procedures of the Depariment 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).

A

1.

Reporting Enti

The Districts 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 bae sued in its name)

- the District holds the corporate powers of the organization

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

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

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

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 aimost entirely for the direct benefit of the District, its component units or its constituents; and 2) The
District or its component units is entilled 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 thase 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 Schoois
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 ion. Basis of A fi
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 externat parties.

The statement of activities presents a comparison between diract 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 confributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues that are not classified as program
revenues, inciuding all taxes, are presented as general revenues.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

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.

Proptietary fund operating revenues, such as charges for services, result 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 eamings,
result from nonexchange transactions or ancillary activities.

The District reports the following major governmental funds:

General Fund. This is the Districts 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).

Special Reserve for Capital Qutlay Fund. This fund is used for the accumulation of resources to be used
to acquire capital assets.

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.

b. Measurement Focus, Basis of Accounting

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
earmed and expenses are recorded at the time lizbilities are incurred, regardless 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, entittements, 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, entitements, and donations is recognized in the fiscal year in which all
eligitility requirements have been satisfied.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Governmental Fund Financial Statements: Governmental 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 revenuss 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 untif actually received. Investment earnings are recorded as
earned, 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
Governmental Entities That Use Propristary Fund Accounting," all proprietary funds will continue to follow
Financial Accounting Standards Board ("FASB") standards issued on or before MNovember 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 iabili | Eaui

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 collateralized. For
purposes of the statement of cash flows, highly liquid investments are considered to be cash equivatents if
they have a maturity of three months or less when purchased.

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

The county is authorized to deposit cash and invest excess funds by California Government Code Section
53648 et seq. The funds maintained by the county are either secured by federal depository insurance or are
collateralized.

Information regarding the amount of dollars invested in derivatives with San Diego County Treasury was
not available.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

b. S I ; P id E i
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 optien 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 Assels
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 Usetul Lives

Infrastructure 30

Buildings 25-50

Building Improvements 20

Vehicles 5-15

Office Equipment 5-15

Other Equipment 5-15

d. Receivabie 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 liabilities of the District. The current
portion of the liabilities is recognized in the general fund at year end.

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.

Deferred Bevenue
Cash received for federal and state speciai 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.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

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 reimbursemant. 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.

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.

Eund Bal A | Designati

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.

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 Compl Y bil

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

2. 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
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANGIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

E ¢ Expendi Over A -

As of June 30, 2008 expenditures exceeded appropriations in individual funds as follows:

C.

D.

Excess
Appropriations Category Expenditures
General Fund:
Debt service-principal $ 111,560
Debt service-interest 14,793
Cash and Investments

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 ($25,622,558 as of June 30, 2008). The fair
value of the District's portion of this pool as of that date, as provided by the pool sponsor, was $25,622,558,
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, 2008 are shown beilow.

Fair
Investment or Investment Type Value
Blackrock T-Funds $ 721,095
Total Investments $ 721,095

Analvsis of Specific Deposit and Invest Risl

GASB Statement No. 40 requires a determination as to whather 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 tc custodial credit risk it 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, 2008

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
depariment or agent but not in the District's name. At year end, the District was not exposed to custodial
credit risk.

¢. 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. lnvestment Accounting Policy

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 "nonparicipating” means that the investment's value does not vary with market interest rate
changes. Nonnegotiable certificates of deposit are examples of nonparticipating interest-earning investment
contracts.

The District's investments in external investment pools are reported at an amount determined by the fair value
per share of the pool's underlying portfolio, unless the pool is 2a7-like, in which case they are reported at share
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 TQO THE FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008

E.

Capital Assets

Capital asset activity for the year ended June 30, 2008 was as follows:

G | activities:
Capital assets not being depreciated:

Land

Work in progress
Total capital assets not being depreciated

Capital assets being depreciated:

Buildings
Improvements
Equipment

Total capital assets being depreciated

Less accumulated depreciation for:

Buildings
Improvements
Equipment

Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities capital assets, net

Depreciation was charged to functions as follows:

Instruction

Instruction-Related Services

Pupil

Services

Plant Services
Unallocated

Interfund Bal | Activiti

1.

Due To and From Other Funds

Beginning Ending
Balances Increases Decreases Balances
36,366,607 $ - 3 1,454,175 § 34,912,432
4,120,962 - 4,120,962 -
40,487,569 - 5,675,137 34,912,432
79,441,779 12,772,523 714,000 91,500,302
1,930,301 - 11,300 1,819,001
2,829,780 173,734 26,165 2,977,349
84,201,860 12,946,257 751,465 96,396,652
(11,271,288) {(1,901,290) (512,900) (12,659,678)
(963,435) (88,100) (11,300) (1,040,235)
(1,318,164) (167,090) (11,212) (1,474,042)
(13,552,887) {2,156,480) (535,412) {15,173,955)
70,648,973 10,789,777 216,053 81,222,697
111,136,542 $ 10,789,777 $ 5,791,190 $ 116,135,129

2,080,140
61,460
2,372
12,508

$___ 2,156,480

Balances due to and due from other funds at June 30, 2008 consisted of the following:

Due To Fund

Due From Fund

Amount

General Fund
General Fund
General Fund

Cafeteria Fund
Enterprise Fund

Enterprise Fund
Cafeteria Fund

Special Reserve Fund

General Fund
General Fund

All amounts due are scheduled to be repaid within one year.

8,262
40,481
389,350
65,800
130

504,023



DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

2.  Transfers To and From Other Funds

Transfers to and from other funds at June 30, 2008 consisted of the foltowing:

Transfers From Transfers To Armount

General Fund Deferred Maintenance Fund $ 140,731
Special Reserve Fund General Fund 255,946
Special Reserve Fund General Fund 389,350
General Fund Cafeteria Fund 65,800
General Fund Special Reserve Fund 255,946
Blended Component Unit Fund Blended Component Unit Fund 1,181,002

$ 2,288,775
G. 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 $ 4,250,000 $ 4,000,000 $ 8,250,000 % -

H. 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, 2008 are as follows:

Amounts

Beginning Ending Due Within

Balance increases Decreases Balance One Year
Special tax bonds $ 30,305,000 $ - $ 140,000 $ 30,165,000 % 515,000
Capital leases 402,717 - 111,560 291,157 110,316
Compensated absences * 169,807 35,120 - 204,927 204,927
Unamortized premium 86,561 - 2,885 83,676 2,885
Total governmental activities $ 30,964,085 $ 35,120 $ 254,445 $ 30,744,760 $ 833,128

* 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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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

2.  Debt Service Requirements
Debt service requirements on long-term debt at June 30, 2008 are as follows:

Governmental Activities

Year Ending June 30, Principal Interest Total

2009 $ 833,128 § 1,509,388 $ 2,342,516
2010 632,499 1,483,884 2,116,383
2011 644,113 1,458,827 2,102,940
2012 577,885 1,433,218 2,011,103
2013 602,885 1,408,206 2,011,091
2014-2018 3,444,427 6,613,514 10,057,941
2018-2023 4,289,427 5,734,695 10,024,122
2024-2028 5,449,427 4,542 041 9,991,468
2029-2033 7,014,427 2,924,291 9,938,718
2034-2038 6,581,542 973,250 7,554,792
2037-2041 675,000 19,828 694,828
Totals $ 30,744,760 % 28,101,142 $ 58,845,902

3. Capital Leases

Commitments under capitalized lease agreements for facilities and equipment provide for minimum future lease payments
as of June 30, 2008 are as follows:

Year Ending June 30:

2009 $ 119,840
2010 99,402
2011 88,175
Total Minimum Lease Payments $ 307,417
L.ess Amounts Representing Interest (16,260)
Net Minimum Lease Payments 3 291,157

4,  Unamortized Premium

Special Tax 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 as of June 30, 2008 was $83,676 resulting in a carrying value of $30,248,676.

. Joint Ventures (Joint Powers Agresments)

The District participates in one joint powers agreement (JPA) entity, the San Diego County Scheels 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.
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Combined condensed unaudited financial information of the District's share of the JPA for the year ended June 30,
2008 is as follows:

Total Assets $ 654,939
Total Liabilities 65,987
Total Fund Balance 588,952
Total Cash Receipts 527,606
Total Cash Disbursements 676,041
Net Change in Fund Balance (148,435)

J.  Employee Retirement Systems

Qualified employees are covered under multiple-employer defined benefit pensicn plans maintained by agencies of the
State of California. Certificated employees are members of the State Teachers' Retirement Systemn (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
legisiatively amended, within the Public Employees' Refirement 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 2007-08 was 9.32%
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, 2008, 2007 and 2006 were $554,198, $470,034 and
$413,331, respectively, and equal 100% of the required contributions for each year. The amount contributed by the
State on behalf of the District was $0.

STRS:
Plan D -

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 comprehansive 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,
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DEL MAR UNION SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Funding Poli

Active plan members are required to confribute 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 2007-08 was 8.25%
of annual payroll. The contribution requirements of the pian members are established by state statute. The District's
contributions to STRS for the fiscal year ending June 30, 2008, 2007 and 2006 were $1,636,650, $1,486,577 and
$1,388,824, respectively, and equal 100% of the required contributions for each year. The amount contributed by the
State on behalf of the District was $1,198,523.

K.  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 up to $14,000 per year of their salary before taxes. The plan earns interest and is paid out upon
terminaticn of service, death, or in-service withdrawal,

L. Postemp} Benefits Other Than Pension Beneii

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, 2008, 23 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 2008,
expenditures of $114,657 were racognized 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.

M. Commitments and Contingencies
State and Federal Aliowances, 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. Afthough such audits could generate expenditure disallowances under terms of the grants, it is believed
that any required reimbursement will not be material.

N.  Subsequent Events

The district issued $3,800,000 of Tax Revenue Anticipation Notes (TRANS) with an interest rate of 3.50% dated
July 1, 2008. The TRANS was sold to supplement the district’s cash flow and matures on June 30, 2009.

0. GASB Statement No. 45

In June 2004, the Governmental Accounting Standards Board (GASB) issued Statement No. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The pronouncement will
require employers providing postemployment benefits, commonly referred to as other postemployment benefits, or
OPEB, to recognize and account for the costs of providing these benefits on an accrual basis and provide footnote
disclosure on the progress toward funding the benefits. The implementation date for thig pronouncement will be
phased in over three years based upon the entity's revenues. GASB Statement No. 45 will be effective for the Del
Mar Union School District beginning in the 2008-09 fiscal year. The effect of this pronouncement on the financial
condition of the District has not been determined.
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Required Supplementary Information

Required supplementary information includes financial information and disclosures required by the Governmental
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DEL MAR UNION SCHOOL DISTRICT EXHIBIT B-1
GENERAL FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED JUNE 30, 2008

Variance with

Final Budget
Budgeted Amounts Positive
Qriginal Final Actual {Negative)
Revenues:
Revenue Limit Sources:

State Apportionments $ (4,264) $ (3,687) $ (3,687) § -

Local Sources 28,208,280 30,108,770 30,108,768 (2)
Federal Revenue 707,124 776,683 748,617 (28,066)
Other State Revenue 3,884,977 4,370,095 4,353,449 (16,646)
Other Local Revenue 2,787,583 3,679,739 3,672,804 (6,935)

Total Revenues 35,583,700 38,931,600 38,879,951 (51,649)
Expenditures:

Instruction 24,746,650 27,823,492 26,731,499 1,091,993
instruction - Related Services 3,853,340 3,960,861 3,694,396 266,465
Pupil Services 1,208,668 1,247,138 1,201,327 45,811
General Administration 1,890,207 1,753,083 1,631,926 121,157
Plant Services 3,461,481 3,964,117 3,462,617 501,500
Other Outgo 351,279 360,958 232,613 128,345
Debt Service:

Principal - - 111,560 {111,560}

Interest - - 14,793 {14,793)

Total Expenditures 35,511,625 39,109,649 37,080,731 2,028,918
Excess (Deficiency) of Revenues

Over (Under) Expenditures 72,075 (178,049) 1,799,220 1,977,269
Other Financing Sources (Uses):

Transfers In - 645,295 645,296 1

Transters Out (153,500) (462,477) (462,477) -

Total Other Financing Sources (Uses) (153,500) 182,818 182,819 1
Net Change in Fund Balance (81,425) 4,769 1,982,039 1,977,270
Fund Balance, July 1 9,499,717 9,499,717 9,499,717 -

Fund Balance, June 30 $§ 9418292 $ 9504486 $ 11,481,756 $ 1,977,270
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Combining Statements and Budget Comparisons
as Supplementary Information

This supplementary information includes financial statements and schedules not required by the Governmental Accounting
Standards Board, nor a part of the basic financial statements, but are presented for purposes of additional analysis,



DEL MAR UNION SCHOOL DISTRICT
COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2008

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 Capital
Service Projects Total
Fund Fund Nonmajor
Special Blended Capital Governmental
Revenue Component Facilities Funds (See
Funds Unit Fund Exhibit A-3)
2,119,949 § - 97,648 § 2,217,597
65,317 - 790 66,107
65,800 - - 65,800
2,251,066 % - 98,438 $ 2,349,504
101,386 § - 360 § 101,746
40,481 - - 40,481
141,867 - 360 142,227
2,109,199 - - 2,109,199
- - 98,078 98,078
2,109,199 - 98,078 2,207,277
2,251,066 $ - 98,438 $ 2,349,504
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DEL MAR UNION SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUNDS

EXHIBIT C-2

FOR THE YEAR ENDED JUNE 30, 2008 Debt Capital
Service Projects Total
Fund Fund Nonmajor
Special Blended Capital Governmental
Revenue Component Facilities Funds (See
Funds Unit Fund Exhibit A-5)
Revenues:
Federal Revenue $ 91,472 § - - 91,472
Other State Revenue 148,611 - - 148,611
Other Local Revenue 745,494 - 72,435 817,929
Total Revenues 985,577 - 72,435 1,058,012
Expenditures:
Pupil Services 849,255 - - 849,255
General Administration - - 9,791 9,791
Plant Services 34,738 - - 34,738
Debt Service:
Principal - 140,000 - 140,000
Interest - 1,041,002 - 1,041,002
Total Expenditures 883,993 1,181,002 9,791 2,074,786
Excess (Deficiency) of Revenues
Over (Under) Expenditures 101,584 (1,181,002) 62,644 (1,016,774)
Other Financing Sources (Uses):
Transfers In 462,477 1,181,002 - 1,643,479
Transfers Qut {255,946) - - {255,946)
Total Other Financing Sources (Uses) 206,531 1,181,002 - 1,387,533
Net Change in Fund Balance 308,115 - €2,644 370,759
Fund Balance, July 1 1,801,084 - 35,434 1,836,518
Fund Balance, June 30 $ 2,109,199 $ - 98,078 2,207,277
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DEL MAR UNION SCHOOL DISTRICT
COMBINING BALANCE SHEET

NONMAJOR SPECIAL REVENUE FUNDS

JUNE 30, 2008

ASSETS:

Cash in County Treasury

Accounts Receivable

Due from Other Funds
Total Assets

LIABILITIES AND FUND BALANCE;
Liabilities:

Accounts Payable

Due to Other Funds
Totai Liabilities

Fund Balance:
Unreserved, reparted in nonmajor:
Special Revenue Funds
Total Fund Balance

Totai Liabilities and Fund Balances

EXHIBIT C-3

Totai
Nonmajor
Special
Deferred Special Revenue
Cafeteria Maintenance Reserve Funds (See
Fund Fund Fund Exhibit C-1)
29,951 794,584 § 1,295,414 2,119,949
46,125 6,860 12,332 65,317
65,800 - - 65,800
141,876 801444 $ 1,307,746 2,251,066
101,386 - $ - 101,386
40,481 - B - 40,481
141,867 - - 141,867
9 801,444 1,307,746 2,109,198
9 801,444 1,307,746 2,109,199
141,876 801,444 § 1,307,746 2,251,066
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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, 2008

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

Expenditures:
Pupil Services
Plant Services
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses):
Transfers In
Transfers Out
Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance, July 1
Fund Balance, June 30

EXHIBIT C-4

Total
Nonmajor
Special
Deferred Special Revenue
Cafeteria Maintenance Reserve Funds (See
Fund Fund Fund Exhibit G-2)

91472 - $ - $ 91,472
4,913 143,698 - 148,611
652,755 27,487 65,252 745,494
749,140 171,185 65,252 985,677
840,255 - - 849,255

- 34,738 - 34,738
849,255 34,738 - 883,993
(100,115) 136,447 65,252 101,584
65,800 140,731 255,946 482,477
- - (255,9486) {255,946)

65,800 140,731 - 206,531
(34,315) 277,178 65,252 308,115
34,324 524,266 1,242,494 1,801,084

9 8 801,444 § 1,307,746 § 2,109,199
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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, 2008

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 December 10, 2010

Katherine White Clerk Four year term
Expires December 10, 2008

Doug Perkins Member Four year term
Expires December 10, 2008

Steven McDowell Member Four year term
Expires December 10, 2010

Dr. Janet Lamborghini Member Four year term
Expires December 10, 2010

Administration

Janet Bernard
Interim 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, 2008

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

Elementary totals

ADA totals

TABLE D-1
Second Period

Report Annual Report
547.00 543.50
1,778.44 1,757.66
1,715.37 1,699.49
4410 48.97
4,085.91 4,049.62
4,085.91 4,049.62

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, 2008

Number Number
1986-87 of Days of Days
1982-83 Minutes 2007-08 Traditional  Multitrack
Grade Leve| 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, inctuding 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, 2008
(Budget)

General Fund 2009 2008 2007 2006
Revenues and other financial sources 37664211 % 39,525,247 36,103,824 32,469,022
Expenditures, other uses and
transfers out 38,894,394 37,543,208 33,368,516 31,343,638
Change in fund balance (deficit) {1,230,183) 1,982,038 2,735,308 1,125,384
Ending fund balance 10,251,573 § 11,481,756 9,499,717 6,764,408
Available reserves 9,092,345 § 10,322,528 8,218,035 6,744,408
Available reserves as a percentage

of total outgo 23.4% 27.5% 24.6% 21.5%
Total long-term debt 29911632 § 30,744,760 30,964,085 22,890,183
Average daily attendance at P-2 3,925 4,086 3,719 3,609

This schedule discloses the district's financial trends by displaying past years' data along with current ysar budgst 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 $5,842,731 over the past three years. The fiscal year 2008-09
budget projects a decrease of $1,230,183. For a district this size, the state recommends avallable reserves of at least
3% of total general fund expenditures, other uses and transfers out.

Long-term debt has increased by $7,321,487 over the past three years.

Average daily attendance (ADA) has increased by 161 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, 2008

The fund balances for all funds reported in the accompanying audited financial statements are in agresment 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.



DEL MAR UNION SCHOOL DISTRICT TABLE D-5
SCHEDULE OF CHARTER SCHOOLS
YEAR ENDED JUNE 30, 2008

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 TABLE D-6
SCHEDULE OF EXCESS SICK LEAVE
YEAR ENDED JUNE 30, 2008

The foliowing disclosure is made for excess sick leave as that term is defined in subdivision (c) 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’
i Contract? Employee? Excess Sick Leave Contract?
None N/A N/A N/A N/A
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DEL MAR UNION SCHOOL DISTRICT TABLE D-7
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2008
Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Entity Identifying Federal
Program Title Number Number Expenditures
Passed Through State Department of Education:
Special Education * 84.027 03379 541,215
Preschoot * 84.173 03430 111,007
Emergency Response & Crisis Management 84.184 03453 32,654
Title IV - Safe and Drug Free Schools 84.186 03453 12,414
Title V - Innovative 84.208 03340 2,926
Title il - Teacher Quality 84.367 04035 48,402
Total Passed Through State Department of Education 748,618
Total U. S. Department of Education 748,618
U, S. DEPARTMENT OF AGRICULTURE
Passed Through State Department of Education:
National Schoot Lunch * 10.555 05310 91,471
Total U. S, Department of Agriculture 91,471
TOTAL EXPENDITURES OF FEDERAL AWARDS 840,089

* 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, 2008

Basis of P .

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Del Mar
Union Schoeol 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 Govemments, 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 King & Co. LLP
CPA's and Advisors
250 E. Douglas Avenue
El Cajon, CA 92020
Tel 619-447-6700C Fax 619-447-6707

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

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, 2008, which collectively comprise the Del
Mar Union School District's basic financial statements and have issued our report thereon dated November 7,
2008. 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 entity, 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.

WM\% k’-b? 4lo,LLp

E{ Cajon, California
November 7, 2008
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Wilkinson Hadley King & Co. LLP
CPA's and Advisors
250 E. Douglas Avenue
El Cajon, CA 92020
Tel 619-447-6700 Fax 619-447-6707

Bepart on Compliance with Bequirements Applicable. .
MWMW A I With OMB Circular A-133

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

Members of the Board of Trustees:

Compliance

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, 2008. Del
Mar Union School District's major federal programs are identified in the summary of auditor's resuits 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 District's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination 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, 2008.

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 De! 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 resuits in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federai
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 over
compliance that we considered to be material weaknesses.

This report is intended solely for the information and use of management, others within the entity, 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.

WM% Koy & bo, LLp

El Cajon, California
November 7, 2008
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Wilkinson Hadley King & Co. LLP
CPA's and Advisors
250 E. Douglas Avenue
El Cajon, CA 92020
Tel 619-447-6700 Fax 619-447-6707

Auditor's B State Compli

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

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, 2008, and have issued our report thereon dated November 7, 2008. Qur audit was made
in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Govermment Auditing Standards, issued by the Comptroller
General of the United States; and the State’s audit guide, Standards ana Procedures for Audits of
California K-12 Local Education Agencies 2007-08, published by the Education Audit Appeais 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
Classroom Teacher Salaries 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
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
Mathematics and Reading Professional Development
Class Size Reduction Program (Including In Charter Schools):
General Requirements
Option One Classes
Option Two Classes
Only One School Serving Grades K-3
After School Education and Safety Program:
Genera! Requirements
After School
Before School
Contemporanecous Records of Attendance, For Charter Schools
Mode of Instruction, for Charter Schools

Nonclassroom-Based Instruction/Independent Study, For Charter Schools

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

Annual Instructional Minutes - Classroom Based, For Charter Schools

- = b BobWw~N ALWWNN = N = 0

—
a

W ow

Yes
Not Applicable
Yes

Yes
Yes
Yes
Not Applicable
Yes
Not Applicable

Yes

Yes
Not Applicable
Not Applicable

Not Applicable
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, except as described in the Findings and Recommendations section of
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.

WM% %*CO-)LLP

El Cajon, California
November 7, 2008



Findings and Recommendations Section



DEL MAR UNION SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

A. Summary of Auditor's Results

1.

Financial Statements

Type of auditor's report issued: Unqualified
Internal control over financial reporting:
One or more material weaknesses identified? Yes
One or more significant deficiencies identified that are
are not considered to be material weaknesses? Yes
Noncompliance material to financial
statements noted? Yes
Federal Awards
Internal control over major programs:
Cne or more material weaknesses identified? Yes
One or more significant deficiencies identified that
are not considered to be material weaknesses? Yes
Type of auditor's report issued on compliance
for major programs: Ungqualified
Any audit findings disclosed that are required
to be reported in accordance with section 510(a)
of Circular A-1337 Yes
Identification of major programs:
CFDA Number(s) F P r Cl
10.555 Child Nutrition
84173 Preschool
84.367 Title Il Teacher Quality
Dollar threshold used to distinguish between
type A and type B programs: $300,000
Auditee qualified as low-risk auditee? X Yes
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X No

X  None Reported

X No

X No

X  None Reponed
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DEL MAR UNION SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

3.

State Awards
Internal control over state programs:
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

Type of auditor's report issued on compliance

for state programs: Unqualified

B. Financial Statement Findings

None

C. Federal Award Findings and Questioned Costs

None

D. State Award Findings and Questioned Costs

Finding 2008-1 (10000)
Attendance

Determine that the Second Period and Annual reports of attendance submitted to the California
Department of Education reconcile to the supporting documents and summaries maintained by the

District.

Condition

In review of the P2 Second Period attendance report, the attendance for extended year special
education calculated on the District recap summary was not inciuded. The extended year special
education attendance was included on the P1 First Period and Annual reports; however, the average
daily attendance was inadvertently not disclosed and reported on the P2 Second Period report.

Questioned Costs
Understated 6.04 ADA at P2. No amount due-Basic Aid District.

Recommendation

Amend the P2 Second Period report to reflect the additional attendance for extended year special
education. In future periods, include all components of attendance on the reports submitted to the
California Department of Education and reconcile all amounts reported to supporting documents and
summaries prepared by the District prior to submissicn.

LEA’s Response

The District has amended the P2 Second Period report to reflect the additional attendance for
extended year special education. In future periods, the District will implement an additional review
process to ensure all submitted components of attendance on the reports submitted to the California
Department of Education are included.
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DEL MAR UNION SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2008

Finding/Recommendation

Current Status

Management's Explanation
If Not Implemented

The were no findings reported in the June 30, 2007
audit report.
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