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The Independent Citizens” Oversight Committee (Committee) was formed by
appointment made by the Board of Education (Board) of the Saddleback Valley
Unified School District (District) to oversee the expenditure of funds from a $180
million “School Improvement and Repair Bond”. The Bond was approved as
Measure B by the voters in the general election held on March 4, 2004.
Additionally, the Committee is to assure that the improvement projects specified in
Measure B are completed within the funding available from the Bond proceeds.
The duties and charge of the Committee and its governance is specified in the
Committee Bylaws prepared by the District and included herein as Attachment 1.

The Bylaws state that the Committee is to prepare an Annual Report to the Board
at the end of each fiscal year and present the Annual Report to the Board at a
regular meeting of the Board. The Annual Report, as taken from the Bylaws, is to
include:

e A statement indicating whether the District is in compliance with the
requirements of Article XIVA, Section 1(b)(3) of the California
Constitution;

e A summary of the Committee’s proceedings and activities for the preceding
year; and

¢ A presentation to the Board of the annual financial and performance audits.

PURPOSE OF THIS REPORT

The purpose of this Annual Report is to cover the activities of the Committee for
Fiscal Year 2006-07. This will be the third Annual Report to the Board. This
report reflects new activities of the Committee including Site Inspection Tours as
well as comprehensive review of Measure B expenditures.

For the first report, a partial report was given to the Board of Education in July,
2005 with a supplemental report covering the financial audit of expenditures
presented on July 19, 2005 after the final audit became available. For Fiscal Year
ending June 30, 2006, it was deemed more efficient for the Annual Report to be
presented in conjunction with the Program Performance and Financial Audits
which were not available for committee review until January, 2007 following year-
end closing. Therefore, complete Annual Reports shall be presented to the Board
“of Education annually henceforth at the February meeting.

The organization of this Annual Report will follow what has been used in the
previous Annual Reports for consistency.
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COMMITTEE MEMBERSHIP

The Committee consists of members residing in the District representing various
community groups, interests, and background as identified by the District and
presented in Section 5 of the Bylaws. A listing of Committee members for the ten
(10) categories of membership is included in Attachment 2.

In this period, three of the original Committee Members submitted resignations
primarily because of moving out of the area with one appointed to the Mission
Viejo Planning Commission. Those individuals were; Pete Steffen, Eric Martin and
Michael C. Parris, P.E. Each resigning member cited their comfort working with
the Committee and voiced their opinion on how well run the Bond Program had
progressed and the professionalism of Committee Members and District staff.

The District advertised in the local paper and on the District’s website to invite
members of the SVUSD Community to apply for membership to the Committee.
Two new members were appointed by the Board of Education. The new members
are, David McClure representing the Parent category and George Perez,
representing the Engineering category.

Brief biographical information on each member of the Committee is provided in
Attachment 3. It shows the great diversity in the background of the Committee
members which clearly help in the work of the Committee. The Committee
members have background in such areas as community involvement, school
involvement, engineering and construction, finance, and business.

COMMITTEE MEETINGS

The Committee operates under the requirements of the Brown Act. The agendas
are posted on the District’s Measure B website along with meeting minutes.
Notices of all meetings are published in the local newspaper. The Committee held
each of its quarterly meetings in the District Board Room during this reporting
period. The Committee meets at 8:30 a.m.

The District staff provides clerical and professional support to the Committee, and
information as requested by the Committee members. Most of the communication
between District staff and the Committee members is by e-mail, which has proven
to be very efficient.

With respect to the agenda, the practice is for the District’s staff to prepare the

draft agenda, including the normal agenda items plus items requested by the
Committee members at the prior meeting. The Committee officers meet with the
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--District staff prior-to a COC meeting to review;-discuss-and finalize the agenda,

then staff distributes the agenda to Committee members and posts as required
under the Brown Act. An agenda for the last held meeting is included in
Attachment 4 to provide information on the structure and items generally discussed
at a meeting.

Additionally, District staff prepares Meeting Minutes shortly after the meeting for
review by the Committee members to memorialize the meeting activities. A copy
of the Minutes from the meeting last held is included as Attachment 5. The
Committee members generally request information from staff which is then
prepared for discussion and presentation at a future meeting.

With the purpose of this report identified, organizational structure and procedures
specified, the remainder of the report will cover the items required in the annual
report for presentation to the Board and other information that describes the
Committee’s activities. ' ‘

COMPILIANCE WITH ARTICLE XIIJA,
Section 1 (b) (3)
OF THE CALIFORNIA CONSTITUTION

Section 1 (b) (3) requires, in general, that the bond proceeds can only be used for
construction related purposes and specified school projects as determined by the
District in the Facilities Master Plan. This section further requires that a financial
audit be performed to ensure that funds have been expended for only specified
projects. In furtherance of this requirement, the Committee received the following
reports from staff for the Committee to review project and financial compliance.

Use of Bond Proceeds: The Committee reviewed the quarterly report of
expenditures for school improvements with the most recent dated January 24,
2008. This was prepared by TELACU Construction Management and District
Facilities staff. This report showed that all expenditures identified were project
related expenditures plus other miscellaneous costs allowed in the Constitution like
project management and project communication. The Committee reviewed this
report and found it acceptable, but requested additional information on the bond
category of costs called Bond Administration. This was discussed further at
subsequent committee meetings in 2007. At the request of the Committee, the
District reviewed and audited specific expenditures. As a result, the auditors
recommended that one particular company should “not” have been paid with
Measure B funds. This reconciliation will be addressed in the next audit report.
The quarterly report is included herein as Attachment 6.
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—Status of Construction Activities: Significant construction activities were

underway in the 2006-07 fiscal year. Progress to date suggests that the overall
program is on schedule.

Annual Financial and Performance Audit: The members of the Committee
received the following reports prepared by the District’s Auditor Vicenti-Lloyd-
Stutzman:

¢ SVUSD- Proposition 39 General Obligation Bond Measure B Bond Program
Performance Audit—For Fiscal Year Ended June 30, 2007, dated November
29, 2007; and

e SVUSD-Proposition 39 General Obligation Bond Measure B Bond Financial
Audit—For Fiscal Year Ended June 30, 2007, dated November 29, 2007.

A presentation was made by Tina Henton, the auditor with Vincenti-Lloyd-
Stutzman, on the two above reports at the January 24, 2008 meeting of the
Committee. The committee members asked a variety of questions and for further
information on some of the dollar figures presented in the reports. They were also
pleased that no findings or adjustments in District expenditures were necessary in
the reports. The Committee accepted the auditor’s reports.

Presentation to the Board--The Committee authorized the transmittal of this
report to the Board and its presentation to the Board of Education meeting on
February 26, 2008.

SUMMARY OF THE COMMITTEE’S
PROCEEDINGS AND ACTIVITIES

The primary activities of the Committee for 2006-07 were:

e monitor status of the school improvement projects

» review the expenditure of funds for improvements at each school site by
project

e report on the challenges being faced by staff as they proceed with the
improvement projects such as finances, and modification to proposed
improvements

e visit school improvement sites to see the actual construction work with
inspections scheduled on the third Thursday of each month at 8:00 a.m.
closely review the ratios of soft and hard construction costs

® Dbetter understand the Bond Administration expenditures
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- A key-aetivity-of the Committee has-been school site-inspections throughout the - - -

year. During these inspections, Committee members spent time with principals to
discuss construction activities as well District staff and consultants. The committee
visited a total of 16 campuses, they were:

El Toro High School

Mission Viejo High School

Laguna Hills High School
Esperanza Special Education School
La Paz Intermediate School

Los Alisos Intermediate School
Serrano Intermediate School
Rancho Canada Elementary School
San Joaquin Elementary School
Cordillera Elementary School
Valencia Elementary School

La Madera Elementary School
Lomarena Elementary School
Silverado High School

De Portola Elementary School
Melinda Heights Elementary School
Olivewood Elementary School

¢ & & & ¢ & & O ¢ & © ° ¢ O @0

The Committee also participated in Open Houses at three school sites in the city of
Lake Forest, The schools were, El Toro High School, Rancho Canada Elementary
School and Glen Yermo Elementary School. Parents, residents, school Board
Members and local elected officials were invited and attended. For many, this was
the first opportunity to actually see the results of the bond measure. The responses
were very positive.

The second series of 2007A Bonds were sold during this period. At the October 10,
2006 meeting, the SVUSD Board of Education authorized the Orange County
Board of Supervisors to issue the second series of 2007A Bonds in the amount of
$60 million at no additional cost to taxpayers. This is the second series of three,
leaving $20 million in bonds remaining to be sold.

Additional links were developed on the Committee’s website. One page allows
viewers the opportunity to see construction progress through a series of photo
power point presentations. The second link describes the sale of the 2007A Series
Bond sale. A counter was installed to track visitors on the website, over 10,000 hits
have occurred during this reporting period.
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expenditure of funds and improvements to the many school sites in conformity to
the Measure B improvement program. Additionally, the Committee will closely
review all construction and financial information as a possible warning sign that all
the projects in Measure B may not be completed because of fund availability
concerns.

KEY CONCERNS

Some of the key concerns of the Committee include:

e The acceleration of costs in the construction industry. The Committee
continues its concern of the continuing increase of construction costs
continue to increase at accelerated levels; will the District have the financial
resources to complete the identified projects? The District staff has provided
information on recent significant increases and continues to keep the
Committee apprised. Further, District staff reported that the overall program
in Measure B does contain a contingency amount thereby minimizing the
concern with these unexpected increases in costs.

e The Committee, like the District staff, is committed to ensure that the
identified projects are completed. The Committee utilizes the inspection
tours to gain valuable information from staff and school Principals.

* Replacing outgoing Committee members has been a challenge for the
Committee and District. The committee advertised in the local paper and
on the District website. A select few of community volunteers showed
interest with two candidates being selected. As a result, the District, working
with the Committee filed a request with the State Department of Education
for a waiver on the term limits for the COC. If approved, this waiver will
allow original Committee members, who were appointed in 2004 one
additional two-year, less one day term.

SUMMARY

The Committee is a well organized and cooperative group wanting to follow
through on their responsibilities. They represent a wide diversity of citizens in the
community and they all have different backgrounds making the group very
effective. District staff assistance from Laura Ott, Assistant to the Superintendent,
Steve McMahon, Assistant Superintendent of Business, Noemi Avila-Zamudio,
Senior Facilities Planner, and Manny Hernandez, TELACU Construction
Management have been supportive and accommodating to the Committee’s needs
and desires. This has been another great year for the Committee and we are
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---prepared-to-moeve-forward-in-fulfillment of our responsibilities-as the construction-— -

activities continue. We certainly look forward to any comments the Board of
Education may have on our efforts in meeting our responsibilities to the Board, the
District, and the community.

LIST OF ATTACHMENTS

Bylaws

Listing of Committee members by group they represent
Biographical information on the Committee members
Agenda for recent meeting

Meeting Minutes for recent meeting

Quarterly Report

O W
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SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

"PROPOSITION 39 GENERA

For the Fiscal Year Ended June 30,2007




SADDLEBACK VALLEY UNIFIED SCHOOL BISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM
FINANCIAL AUDIT
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: :{"he;Board of Education
“The Citizens” Oversight Commitiee
Saddleback Valley Unified School D1str1ct

In accordance with Government Auditing. Standards, we have also. issued-our report dated: November 29,
2007 on our consideration of the Saddleback Valley: Unified School District's internal control over financial

i‘épbiﬁng and ori-our tests of i:s comp_ ) ceithh certam.provxswns af laws regulatmns, contranx and grant

Nowember 29, 2007




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

BALANCE SHEET
BUILDING FUND ~MEASURE B BOND PROGRAM
Juse 30, 2007

ASSETS
Cash in County Treasury ' ©§ 90,505,051
Accounts Receivable:

TOTAL ASSETS § 90908922

LIABILITIES

Accounts Payable ) $
;gg 1o Otlier Funds




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE.
BUILDING FUND - MEASURE B BOND PROGRAM
‘For the Fiscal Year Ended June 30,2007

“Interest Income $ 3597128
UES | 3507198

TOTAL REVE

EXPENDITURES
Classified Salaries 278
Employee Bengfits: 59
‘Supphies and Matetials 285,520

Deficiency of Revenues over Expenditures T __(37685,045)

60,000,000
. 60.000000

Fund Balance 4t Beginning of Year

Fund Batance at Bud of Year

Ses thewocomipanyingoies to'the financial staemients.
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SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND. CHANGE IN.FUND BALANCE
BUDGET AND ACTUAL ~ BUILDING FUND - MEASURE B BOND* PROGRAM
For the Fiscal Year Ended June 30, 2007

Variance
Favorable:
Budget  Actual (Unfavorable)

‘TOTAL REVENUES - 597.128

_;Exmmﬁums

22
5,617,186
71,815,831

ployes Benefits

: and Materials
‘Contiacted Services and Other Expenses
‘Capital Qutlay

71,596.917
78,194,045

“FOTAL EXPENDITURES
Meﬁﬂeﬁf&fﬁncﬁafwaem;ea-mifE@andimr@s; 115,883,000

. 60,000,000

Puind Balance'at Bad of Year:

afiying higtes to:the financial statements.



SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM

NOTES TO FINANCIAL STATEMENTS
June 30, 2067

NOTE 1 SUMMARY, OF SIGNIFICANT ACCOUNTING POLICIES:

The aecempanymg- inancial atements havex been prepaved in confo

i : tan
- e and Local Govemmen{al Units issued by the Aineri
ublic. Accoimtants:




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM

NOTES TQ FINANCIAL STATEMENTS
June 30, 2007




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM

NOTES TO FINANCIAL STATEMENTS
June:30, 2007

'NOTE 3~ BONDED DEBT:

General Obligation Bonds

of ffhe schoéié Wzthm‘the Disma

igation bonded debt of Saddleback 'Valley ‘Unified

Patedf  Interest  Maturity
Fesue Rate% i Baie

‘Outstanding
July 1, 2005

812029

594,120, ﬁﬁ()=
3?1/2030 3

5&@2&&5

?E}. ’77‘ are as: foﬁsws*

"ms»«ﬁasa

‘Total debtservice:




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM

NOTES TO FINANCIAL STATEMENTS
June 30 2007

NOTE 3 - BONDED BEBT: (continied)

General Obligation Bonds (continued)

_Interest . Towal

2, 522 39’7
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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 STANDARDS

A materi Weakness is & SIgmﬁcant (ir:aﬁcme;ncy;~ or & combmatlon of. sxgmficant deficxencms that rcsuits in

-weaimessés as deﬁﬁed above

ol St

“November 29, 2007
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SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM

SCHEDULE OF FINDINGS AND - QUESTIONED COSTS
June 30,2007

here are no findings and questioned costs related to. Proposition 39 compliance for fiscal year
2@@64)7;_ Iy addition; 1io. ﬁndmgs were rioted for fistal year:2005-06.




‘SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSI TION BONDS

RAM

For the Kiscal Year Ended June:30,2007




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM
PERFORMANCE AUDIT
June 30, 2007
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SADDLEBACK :VALLEY:IEINIFiED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BON
PERFORMANCE AUBi'r

June 30,2007

The objectives of our perfornanice audit were to:

¢ dete the expcndzms charged to the Saddieback Valley Unified. School

determine whether ex =3 charged to the: Bmidmg ‘Fund have been made i
accordance-with: the bond projeet list: approved ‘by the voters through the-approval
of Measure B in March 2004,

% fiote any incongrnities or system: weaknesses and provide recommendations, for
improvement.

& prowdc: the sttrict Bﬂa:gi“ ‘and the C}iwens Over ',ht-- Committee: rthh =‘a:L




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT
PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND.PROGRAM

PERFORMANCE AUDIT
June30, 2007

BACKGROUND INFORMATION

In Novamber 120(}01

+he: voters ‘of the State of Cahfmrma appmved Proposm{m 39.

vo heen. exbeuded only for thie: authi

projects.




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

FPROPOSITION 39 GENERAL OBLIGATI.N BONDS
MEASURE B BOND PROGRAM.
PERFORMANCE AUDIT
June 36,2007

PROCEDURES PERFORMED

'We ob‘tmned the generai_ Iedgar and _.me-pmject_expendltugg repms prepaxed by ihea

.0106‘5 _'d othe Suj)poﬁmg documentatmn far
_—i‘eposmoa 39 and; Me' :

?ex'pend:mzes o ( ensure comp
B with ‘regards to the approved bond projects list:
procedures:

«  reviewed the: "‘iicts Izsied o he :ﬁmded Wﬁ}z general obligation bond praceeds as




SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BONB PROGRAM

CONCLUSION

tested, the Saddleback.
endﬁuras of the funds’
~ 'ndxmres were;-

Based up@ﬁ our procedurcs performed we -‘found that for the it

expanded fer saiarxes of schonl adnnmstraters or other epérg g €3 pnﬁilﬁw%



D SCHOOL DISTRICT

SADDLEBACK VALLEY UNIFIE

PROPOSITION 39 GENERAL OBLIGATION BONDS
MEASURE B BOND PROGRAM
PERFORMANCE AUDIT

Juneﬁ_ﬂ_ .399'?




