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INTRODUCTION AND BACKGROUND  

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 was established 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 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:  

 A statement indicating whether the District is in compliance with the requirements of Article 

XIVA, Section 1(b)(3) of the California Constitution; 

 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 2018-19 
through January 2020. This will be the Fifteenth and Final Annual Report to the Board for Measure B.    

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 various categories of membership is included in Attachment 2.  

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, construction, finance, and business.    

COMMITTEE MEETINGS  

The Committee operates under the requirements of the Brown Act.  The agendas are posted and efforts 

are underway to proactively communicate the agenda beyond the normal legal minimum requirements.  
The Committee meetings are normally held quarterly at 8:30 a.m. at the District office.  Attendance by 
the public has been sparse.    

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. An 
agenda for the most recent meeting is included in Attachment 4 to provide information on the structure 

and items generally discussed at a meeting.  The committee met on October 11, 2018, February 7, 2019 

and January 23, 2020 during this reporting period.  

Additionally, District staff prepares Meeting Minutes after the meeting for review by the Committee 
members and to memorialize the meeting activities.  A copy of the Minutes from a recent meeting 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.  District staff prepares a list of 
requested items with the status of the request.  A key item of information discussed at each meeting is a 

staff provided Consolidated Expenditure Report, which is included as Attachment 6.    

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.  

COMPLIANCE WITH ARTICLE XIIIA, 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 reviews expenditure reports for school improvements at every 

meeting. This is prepared by District Accounting staff. The reports showed that all expenditures identified 

were project related expenditures plus other miscellaneous costs allowed in the Constitution. The 
Committee reviews the reports and found them acceptable.   

Status of Construction Activities:  All construction funded by Measure B have been completed.  

Annual Financial and Performance Audit: The members of the Committee received the following reports 
prepared by the District’s Auditor Eide Bailly LLP (previously Vavrinek, Trine, Day & Co., LLP)  

Financial and Performance Audits 

Building Fund (Measure B) 

June 30, 2019 

Saddleback Valley Unified School District 

 

Presentation to the Board of Education: The Committee authorized the transmittal of this report to the 

Board and its presentation to the Board of Education meeting on February 13, 2020 which is included as 
Attachment 7.  



 

 

COMMITTEE’S PROCEEDINGS AND ACTIVITIES  

The primary activities of the Committee for 2018-19 through January 2020 were: 

 attend regular committee meetings 

 attend ribbon cutting events 

 monitor status of the school improvement projects 

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

SUMMARY  

The Committee is a well-organized and cooperative group who has served the District for 15 years.  

Measure B in combination with State funding completed projects totaling $325 million.  All Bond Proceeds 
have been spent and all projects funded by the Bond Proceeds are completed.  At the January 23, 2020 

meeting, the members of the Committee voted to dissolve and terminate the Measure B Citizens’ 

Oversight Committee.  

ATTACHMENTS  

1. Committee Member Bylaws 

2. Committee Members 

3. Biographical Information 

4. Most Recent Meeting Agenda 

5. Most Recent Members Approved Minutes 

6. Most Recent Consolidated Expenditure Report 

7. Annual Financial and Performance Audit Report 

  



 

 

Attachment 1 
AMENDED AND RESTATED INDEPENDENT CITIZENS’ OVERSIGHT COMMITTEE BYLAWS 

 
Section 1. COMMITTEE ESTABLISHED 

The Board of Trustees (the “Board”) of the Saddleback Valley Unified School District (the 
“District”) hereby establishes the Independent Citizens’ Oversight Committee (the “Committee”) which 
shall have the purposes and duties set forth in these Bylaws. 

Section 2. PURPOSE 

The purpose of the Committee is to inform the public at least annually concerning the expenditure 
of bond proceeds approved by the voters March 2, 2004 (the “Bond Proceeds”) by issuing a written report. 

Section 3. DUTIES 

To carry out its stated purpose, the Committee shall perform the following duties: 

3.1 Review Expenditures.  The Committee shall review quarterly expenditure reports 
produced by the District to (a) ensure that Bond Proceeds are expended only for the purposes set forth in 
the ballot measure; (b) ensure that no Bond Proceeds are used for any teacher or administrative salaries 
or other operating expenses; and (c) verify that capital facilities work is executed.  

3.2 Annual Report.  The Committee shall present to the Board an annual written report (the 
“Annual Report”) which shall include the following: 

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

(b) A summary of the Committee’s proceedings and activities for the preceding year; and 

(c) An annual presentation to the Board of the annual financial and performance audits. 

Section 4. AUTHORIZED ACTIVITIES 

4.1 In order to perform the duties set forth in Section 3, the Committee may engage in the 
following authorized activities: 

(a) Receive and review copies of the District’s annual independent performance audit and 
annual independent financial audit required by Article XIIIA of the California Constitution. 

(b) Inspect school site facilities and grounds for which Bond Proceeds have been or will be 
expended, in accordance with any access procedure established by the Superintendent 
or his/her designee. 

(c) Review the District’s efforts to maximize Bond Proceeds in ways designed to:  (1) reduce 
costs of professional fees or site preparation; (2) incorporate efficiencies in school site 
design; (3) encourage joint use of core facilities; or (4) involve cost-effective and efficient 
reusable facility plans. 



 

 

4.2 Any Committee requests for copies or inspection of District records shall be made in 
writing to the Superintendent of the District or his/her designee. 

Section 5. MEMBERSHIP 

5.1 Number.  The Committee shall consist of 7-10 members, as follows: 

(a) After interviewing potential members, the Board shall appoint members of the 
Committee. 

(b) The Committee shall include: 

(1) one member who is active in a business organization representing the 
business community located within the District; 

(2) one member active in a senior citizens’ organization; 

(3) one member who is the parent or guardian of a child enrolled in the 
District; 

(4) one member who is both a parent or guardian of a child enrolled in the 
District and active in parent-teacher organization; 

(5) one member who is active in a bona fide taxpayer’s organization; 

(6) 2-5 general member 

5.2 Qualification Standards. 

(a)  To be a qualified member of the Committee, a person must: 

(1) be at least 18 years of age and a resident of the state in accordance with 
Government Code section 1020; 

(2) reside within the geographic boundaries of the District; 

(3) not be an employee or official of the District; and 

(4) not be a vendor, contractor, or consultant of the District. 

(b)  If a member fails to meet the qualification standards set forth above at any time during 
the term of service, such member shall be disqualified and the position shall be declared 
vacant.  The Board shall appoint a new person to serve the remainder of the term, in 
accordance with the appointment process set forth in Section 5.3 below. 

5.3 Appointment.  The Board shall appoint members to the Committee.  Prior to 
appointment, the District Superintendent or his/her designee shall conduct a nomination process to 
ensure that each person nominated meets the qualification standards set forth in Section 5.2.  The 
Superintendent or his/her designee shall establish a process that provides reasonable notice to Board 
members and specified nominating organizations.  When an appointment is necessary to fill a vacancy, 



 

 

the Superintendent or his/her designee shall ensure that a nomination is received from the same 
organization or category as the Committee member whose position is vacant. 

5.4 Ethics; Conflicts of Interest.  By accepting appointment to the Committee, each member 
agrees to comply with Article 4 (commencing with Section 1090) and Article 4.7 (commencing with Section 
1125) of Division 4 of Title 1 of the Government Code and the Political Reform Act (Gov. Code §§ 81000, 
et seq.), and to complete the Form 700 as required by all “designated employees” of the District.  
Additionally, each member shall comply with the Committee Ethics Policy attached as Exhibit A to these 
Bylaws. 

5.5 Term.  Each member of the Committee shall serve for a term of two years and for no more 
than two consecutive terms. If necessary, the District may request a Waiver from the State Board of 
Education to allow a member or members to serve more than two consecutive terms. 

5.6 Removal; Vacancy.  The Board may remove any Committee member for cause, including 
failure to attend three consecutive committee meetings.  Upon the removal of a member, his or her seat 
shall be declared vacant.  The Board shall fill any vacancies on the Committee in accordance with the 
appointment process set forth in Section 5.3. 

5.7 Compensation.  The Committee members shall not be compensated for their services. 

Section 6. MEETINGS OF THE COMMITTEE 

6.1 Regular Meetings.  The Committee shall establish a schedule for the date and time of 
regular meetings to be held at least once each year.  

6.2 Location.  All meetings shall be held at the administrative offices of the District located at 
25631 Peter A. Hartman Way, Mission Viejo, California 92691 or other District facilities. 

6.3 Procedures.  All meetings shall be open and public in accordance with the Ralph M. Brown 
Act, Government Code Section 54950, et seq. (the “Brown Act”).  Meetings shall be conducted according 
to such procedural rules as the Committee may adopt.  A majority of the number of Committee members 
shall constitute a quorum for the transaction of any business except adjournment. 

Section 7. DISTRICT SUPPORT 

7.1 The District shall provide to the Committee necessary technical and administrative 
assistance as follows: 

(a) preparation of and posting of public notices as required by the Brown Act ensuring that 
all notices to the public are provided in the same manner as notices regarding meetings 
of the Board; 

(b) provision of a meeting room, including any necessary audio/visual equipment; 

(c) preparation and copies of any documentary meeting materials, such as agendas and 
reports; and 



 

 

(d) retention of all minutes of the proceedings of the Committee and all documents received 
and reports issued by the Committee and any other Committee records, and providing 
public access to such records, including the posting of minutes of the proceedings of the 
Committee and all documents received and reports issued by the Committee and any 
other Committee records on the Internet website maintained by the District. 

7.2 District staff shall attend all Committee proceedings in order to report on the status of 
projects and expenditure of the Bond Proceeds. 

7.3 The Committee may request the Board to authorize legal counsel to advise the Committee 
on legal matters relating to the operation and/or subject matter of the Committee. 

7.4 The District shall not use any Bond Proceeds to provide the support set forth in this 
Section 7.0. 

Section 8. OFFICERS 

The Committee shall elect a Chair and a Vice-Chair who shall act as Chair only when the Chair is 
absent, which positions shall continue for two year terms.  No person shall serve as Chair for more than 
two consecutive terms. 

Section 9. AMENDMENT OF BYLAWS 

Any amendment to these Bylaws shall be approved by a two-thirds vote of the entire Committee 
and must be approved by the Board prior to becoming effective.  

Section 10. TERMINATION 

The Committee shall automatically terminate and disband at the earlier of the date when (a) the 
Committee issues a final report after all Bond Proceeds are spent, or (b) the Committee issues a final 
report after all projects funded by Bond Proceeds are completed. 

Section 11. APPLICABILITY OF THE CALIFORNIA LAW 

The Committee was established by the District in order to comply with Sections 15278 et seq. of 
the California Education Code (the “Code”).  Nothing in these Bylaws shall be interpreted in a manner that 
is inconsistent with the provisions of the Code. 

 



 

 

EXHIBIT A 

INDEPENDENT CITIZENS’ OVERSIGHT COMMITTEE 

ETHICS POLICY STATEMENT 

This Ethics Policy Statement provides general guidelines for Committee members to follow.  Not 
all ethical issues that Committee members face are covered in this Ethics Policy Statement.  However, the 
guidelines set forth in this Ethics Policy Statement are not exhaustive and do not excuse Committee 
members from existing laws, rules, policies and procedures as well as from concepts that define generally 
accepted good business practices and professional conduct.  Committee members are expected to adhere 
strictly to the provisions of this Ethics Policy Statement.  All capitalized terms used herein shall have the 
meanings set forth in the Bylaws of the Committee. 

POLICY 

 CONFLICT OF INTEREST.  A Committee member shall not make or influence a District decision 
related to:  (1) any contract funded by Bond Proceeds or (2) any construction project which will 
benefit a Committee member’s outside employment, business, or personal finances or benefit an 
immediate family member, such as a spouse, child or parent. 

 OUTSIDE EMPLOYMENT.  A Committee member shall not use his or her authority over a particular 
matter to negotiate future employment with any person or organization that relates to:  (1) any 
contract funded by Bond Proceeds, or (2) any construction project.  A Committee member shall 
not make or influence a District decision related to any construction project involving the interests 
of a person with whom the member has an agreement concerning current or future employment, 
or remuneration of any kind.  For a period of two (2) years after leaving the Committee, a former 
Committee member may not represent any person or organization for compensation in 
connection with any matter pending before the District that, as a Committee member, he or she 
participated in personally and substantially.  Specifically, for a period of two (2) years after leaving 
the Committee, a former Committee member and the companies and businesses for which the 
member works shall be prohibited from contracting with the District with respect to:  (1) bidding 
on projects funded by the Bond Proceeds; and (2) any construction project. 

 COMMITMENT TO UPHOLD LAW.  A Committee member shall uphold the federal and California 
Constitutions, the laws and regulations of the United States and the State of California and all 
other applicable government entities, and the policies, procedures, rules and regulations of the 
District. 

 COMMITMENT TO DISTRICT.  A Committee member shall place the interests of the District above 
any personal or business interests of the member. 

  



 

 

Attachment 2 

Saddleback Valley Unified School District 
Measure B 

Citizens’ Oversight Committee Members 
Fiscal Year 2018-19 through January 2020 

 

 

Donald Froelich, Chair 

Business Organization, General Member, Senior Citizen’s Organization, Taxpayer’s Association 

 

Ernestine Jones, Vice Chair 

Business Organization 

 

Walter Fawcett 

Business Organization, General Member, Parent of SVUSD Student 

 

Matthew Kasa 

Parent of SVUSD Student, Parent-Teacher Organization 

 

Laura Mahfood 

General Member 

 

Stuart Luce 

Senior Citizen’s Organization 

 

Mark Tettemer 

General Member 

 



 

 

 
Attachment 3 

Saddleback Valley Unified School District 
Measure B 

Citizens’ Oversight Committee 
Biographical Information 

 
 
DONALD R. FROELICH – Chair 
donaldfroelich@cox.net 
 
Donald R. Froelich has significant hands-on experience in the implementation of large public works 
construction projects. Mr. Froelich was employed by the Metropolitan Water District for 24 years as a 
supervising engineer in planning for water supplies and water facilities for southern California and later 
served as the Water Utility Manager for the City of Glendale for 14 years before recently entering into 
semi-retirement. He currently is Vice President of the Board of Directors of the Moulton Niguel Water 
District. In these capacities, Mr. Froelich worked on numerous public works projects, helping ensure that 
the projects were completed on time and on budget. 
 
A registered civil engineer and member of the California Bar, he earned bachelor and a master's 
degree in Civil Engineering from the University of Southern California and a law degree from Blackstone 
College. In addition to his engineering background, Mr. Froelich was an adjunct professor at Santiago 
Canyon College in Orange teaching Water Utility Management. He resides in Laguna Hills. 
 
ERNESTINE JONES – Vice Chair 
ecrjones@aol.com 
 
Ernestine Jones brings a solid mix of public and private sector experience to the Bond Measure 
Citizens’ Oversight Committee. As the Finance Director for a Municipality, Ms. Jones regularly deals with 
issues concerning municipal finance and accountability. She is a CA Certified Municipal Treasurer and 
holds a Business degree from Auburn University and Master’s Degrees in Business and Management 
from Webster University.  She is an active member of the CA Municipal Treasurers Association and CA 
Society of Municipal Treasurers Association board member.   
 
The parent of a Trabuco Hills High School graduate, Ms. Jones has been active in District activities for many 
years. She was a member and previously served as the Auditor for the Trabuco Hills High School 
Parent Teacher Association (PTA). She also served as the Education Council representative at Los Alisos 
Intermediate School. Ms. Jones is a former member of the Del Lago Elementary School PTA and a 
representative on the school's Site Council. 
 
WALTER FAWCETT– Member 
fawcett@cox.net 
 
Walter Fawcett is the founder and president of Fawcett Technology Advisors, a consulting firm that 
helps businesses manage growth with Client Relationship Management software.  Walter has over 25 
years of experience in a broad range of business technology disciplines including consulting, application 
development and infrastructure design. He has worked for a range of companies including IBM, Oracle, 
Wal-Mart, Affinity Development Group, Boeing and USF&G Insurance. 

mailto:donkarn1@earthlink.net
mailto:ecrjones@aol.com
mailto:fawcett@cox.net


 

 

 
Walter lives in south Orange County with his wife and three daughters (MVHS 2012, MVHS 2015 and 
MVHS 2019). Walter’s wife, Joy Fawcett, played 18 years with the US National Soccer team which 
included 2 Olympic Gold Medals and 2 World Cup Championships. Walter has served on Board of 
Directors for South Slammers FC, Saddleback United Soccer Club and the Orange County Chapter of the 
Association for Corporate Growth. 
 
MATTHEW A. KASA – Member 
mkasa@woodburyfinancial.net 
 
As a Financial Advisor, Matthew is passionate about helping Saddleback Valley families and small 
businesses realize their financial goals. Matthew’s wife and three children live in Lake Forest and all 
three children will eventually attend school at Saddleback Valley School District. Matthew is a member 
of his child’s parent-teacher organization at Gates Elementary School and has more than 12 years of 
professional experience. After an honorable discharge for the U.S. Marine Corps, Matthew graduated 
from California State University, Fullerton with a Bachelor’s degree in Business Administration 
concentrating in Financial Planning. 
 
STUART LUCE – Member 
swluce@cox.net 
 
Stuart Luce and his wife have lived in Laguna Hills since 1980 where their two daughters attended 
several Saddleback Valley Unified School District schools: Valencia Elementary, Los Alisos Intermediate 
and Laguna Hills High from which they both graduated. Both daughters have also lived in Laguna Hills, off 
and on, with t h e i r  respective families. The oldest granddaughter was a cheerleader for the 
(undefeated) 2009 LHHS football team before graduating that spring, and two grandsons attended 
Valencia Elementary before their family moved to Ohio. Mr. Luce retired after 33 years with the 
McDonnell Douglas Aircraft Company where he held System Engineering and Program Management 
positions. He received his  Bachelor of Science Degree in Electrical Engineering from North Carolina 
State College in  1961 and furthered his education with graduate level engineering and business 
management courses at UCLA. 
 
LAURA MAHFOOD – Member 
limahfood@gmail.com 

Ms. Mahfood graduated from Capistrano Valley High School and earned her Bachelors of Arts Degree in 

Economics from San Diego State University.  She is a resident of Laguna Hill’s since 1995.  Her son and 

daughter went to Valencia Elementary school where she volunteered in the Art Master’s program 

teaching art lessons to her children’s classes.  Both children graduated from Laguna Hills High School and 

were active in water polo and tennis.  Ms. Mahfood is currently the Facilities Manager at Garden Grove 

Unified School District and has worked both as a consultant and district employee.  She has been involved 

in planning and construction and is knowledgeable in budgets and schedules for public works contracts.    

MARK TETTEMER – Member 
tettemer4@cox.net 
 
Mark Tettemer has many years of experience in the public sector, both as staff as well as an elected 
official, where he has worked on planning, policy, legislation, and regulatory matters. For the past 
thirteen years, Mr. Tettemer has worked for a regional water agency where he works on water resource 

mailto:mkasa@woodburyfinancial.net
mailto:swluce@cox.net
mailto:limahfood@gmail.com
mailto:tettemer4@cox.net


 

 

issues. Mr. Tettemer served on the City of Lake Forest Planning Commission from 2002 – 2004, was on 
City Council from 2005 – 2012, and served as the Mayor of the City of Lake Forest in 2008, 2009 & 2019.  
He also was a Board Member on the Orange County Fire Authority from 2006 – 2012 and served as the 
Chairman of the Board from December 2010 – August 2012. Mr. Tettemer has been active with 
SVUSD for many years. He was a member of PTA for many years while his kids attended La Madera 
Elementary School and has volunteered at El Toro High School’s Grad Night and on the El Toro High School 
Boys Volleyball Booster Club.  Mr. Tettemer is married to his wife of 28 years, Brenda, and has two kids, 
daughter Kylie (ETHS Class of 2012) who is graduated from California State University, Fullerton and 
son Garrett (ETHS Class of 2016) who is attending California Polytechnic, San Luis Obispo. Mr. Tettemer 
has a Business Degree and a Master’s Degree in Public Administration. 
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Most Recent Consolidated Expenditure Report 
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INDEPENDENT AUDITOR'S REPORT 

 

 

 

Governing Board and 

 Citizens Oversight Committee 

Saddleback Valley Unified School District 

Mission Viejo, California 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the Saddleback Valley Unified School District's 

(the District), Building Fund (Measure B), as of and for the year ended June 30, 2019, and the related notes to the 

financial statements, as listed in the table of contents.  

 

Management's Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statement in accordance with 

accounting principles generally accepted in the United States of America; this includes the design, implementation, 

and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 

free from material misstatement, whether due to fraud or error.  

 

Auditor's Responsibility 

 

Our responsibility is to express an opinion 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; and Appendix A to the 2018-2019 Guide for Annual Audits of K-12 Local Education Agencies 

and State Compliance Reporting, issued by the California Education Audit Appeals Panel as regulations.  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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 

statements.  The procedures selected depend on the auditor's judgment, including the assessment of the risks of 

material misstatement of financial statements, whether due to error or fraud.  In making those risk assessments, the 

auditor considers internal control relevant to the District's Building Fund (Measure B) preparation and fair 

presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the District's Building Fund (Measure B) 

internal control.  Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 

of accounting principles used and the reasonableness of significant accounting estimates made by management, as 

well as evaluating the overall financial statement presentation.  

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 

opinion. 

 

What inspires you, inspires us. | eidebailly.com
10681 Foothill Blvd., Ste. 300  |  Rancho Cucamonga, CA 91730-3831  |  T 909.466.4410  |  F 909.466.4431  |  EOE
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Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 

financial position of the Building Fund (Measure B) of the District at June 30, 2019, and the respective changes in 

financial position for the year then ended in accordance with accounting principles generally accepted in the United 

States of America. 

 

Emphasis of Matter 

 

As discussed in Note 1, the financial statements of the Building Fund specific to Measure B are intended to present 

the financial position and the changes in financial position attributable to the transactions of that Fund.  They do 

not purport to, and do not, present fairly the financial position of Saddleback Valley Unified School District as of 

June 30, 2019, and the changes in its financial position for the year then ended in accordance with accounting 

principles generally accepted in the United States of America.  Our opinion is not modified with respect to this 

matter. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated January 22, 2020, on our 

consideration of the District's Building Fund (Measure B) 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 solely 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 effectiveness of the District's 

Building Fund (Measure B) internal control over financial reporting or on compliance.  That report is an integral 

part of an audit performed in accordance with Government Auditing Standards in considering the District's Building 

Fund (Measure B) internal control over financial reporting and compliance.  

 

 

 

 

Rancho Cucamonga, California 

January 22, 2020 
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The accompanying notes are an integral part of these financial statements. 
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ASSETS

Investments 29,935$              

Accounts receivable 1,115                  

Total Assets 31,050$              

LIABILITIES

Accounts payable 17,359$              

Due to other funds 13,691                

Total Liabilities 31,050$              

 
 

 

 

 

 



SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT 

BUILDING FUND (MEASURE B) 

 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 

 IN FUND BALANCE 

FOR THE YEAR ENDED JUNE 30, 2019 

 

The accompanying notes are an integral part of these financial statements. 
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REVENUES

Local revenue

Interest income 55,535$              

Other local sources 15,023                

Total Revenues 70,558                

EXPENDITURES

Current

Salaries and benefits 139,996              

Supplies

Materials 32,126                

Services

Contracted services 10,365                

Capital outlay

Building and improvements to buildings 2,316,609           

Equipment 74,199                

Total Expenditures 2,573,295           

DEFICIENCY OF REVENUES OVER EXPENDITURES (2,502,737)          

NET CHANGE IN FUND BALANCE (2,502,737)          

FUND BALANCE - BEGINNING 2,502,737           

FUND BALANCE - ENDING -$                        
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

The accounting policies of the Saddleback Valley Unified School District's (the District) Building Fund 

(Measure B) conform to accounting principles generally accepted in the United States of America as prescribed by 

the Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public Accountants 

(AICPA).  The District Building Fund accounts for financial transactions in accordance with the policies and 

procedures of the California School Accounting Manual. 

 

Financial Reporting 

 

The financial statements include only the Building Fund of the District used to account for Measure B projects.  

This Fund was established to account for the expenditures of general obligation bonds issued under Measure B.  

These financial statements are not intended to present fairly the financial position and results of operations of the 

District in compliance with accounting principles generally accepted in the United States of America. 

 

Fund Accounting 

 

The operations of the Building Fund are accounted for in a separate set of self-balancing accounts that comprise its 

assets, liabilities, fund balance, revenues, and expenditures.  Resources are allocated to and accounted for in the 

fund based upon the purpose for which they are to be spent and the means by which spending activities are 

controlled. 

 

Basis of Accounting 

 

The Building Fund is accounted for using a flow of current financial resources measurement focus and the modified 

accrual basis of accounting.  With this measurement focus, only current assets and current liabilities generally are 

included on the balance sheet.  The statement of revenues, expenditures, and changes in fund balance reports on the 

sources (revenues and other financing sources) and uses (expenditures and other financing uses) of current financial 

resources. 

 

Budgets and Budgetary Accounting 

 

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the United States 

of America for all governmental funds.  The District's governing board adopts an operating budget no later than 

July 1 in accordance with State law.  A public hearing must be conducted to receive comments prior to adoption.  

The District's governing board satisfied these requirements.  The Board revises this budget during the year to give 

consideration to unanticipated revenue and expenditures primarily resulting from events unknown at the time of 

budget adoption.  The District employs budget control by minor object and by individual appropriation accounts.  

Expenditures cannot legally exceed appropriations by major object account. 

 

Encumbrances 

 

The District utilizes an encumbrance accounting system under which purchase orders, contracts and other 

commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable 

appropriation.  Encumbrances are liquidated when the commitments are paid, and all outstanding encumbrances 

lapse at June 30. 



SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT 

BUILDING FUND (MEASURE B) 

 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2019 

 

 
 
7 

Spending Order Policy 

 

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available, 

the District considers restricted funds to have been spent first.  When an expenditure is incurred for which 

committed, assigned, or unassigned fund balances are available, the District considers amounts to have been spent 

first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless the governing 

board has provided otherwise in its commitment or assignment actions. 

 

Use of Estimates 

 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 

States of America requires management to make estimates and assumptions that affect the reported amounts of 

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

reported amounts of revenues and expenditures/expenses during the reporting period.  Actual results could differ 

from those estimates. 

 

 

 

NOTE 2 - INVESTMENTS  

 

Policies and Practices 

 

The District is authorized under California Government Code to make direct investments in local agency bonds, 

notes, or warrants within the State: U.S. Treasury instrument; registered State warrants or treasury notes; securities 

of the U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit placed with 

commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreement; medium term 

corporate notes; shares of beneficial interest issued by diversified management companies, certificates of 

participation, obligations with first priority security, and collateralized mortgage obligations.  

 

Investment in the County Treasury 

 

The District is considered to be an involuntary participant in an external investment pool as the District is required 

to deposit all receipts and collections of monies with their County Treasurer (Education Code Section 41001).  The 

fair value of the District's investment in the pool is reported in the accounting financial statement at amounts based 

upon the District's pro-rata share of the fair value provided by the County Treasurer for the entire portfolio (in 

relation to the amortized cost of that portfolio).  The balance available for withdrawal is based on the accounting 

records maintained by the County Treasurer, which is recorded on the amortized cost basis. 
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General Authorizations 

 

Limitation as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated in the 

schedules below:  

 

Maximum Maximum Maximum

Authorized Remaining Percentage Investment

Investment Type Maturity of Portfolio in One Issuer

Local Agency Bonds, Notes, Warrants 5 years None None

Registered State Bonds, Notes, Warrants 5 years None None

U.S. Treasury Obligations 5 years None None

U.S. Agency Securities 5 years None None

Banker's Acceptance 180 days 40% 30%

Commercial Paper 270 days 25% 10%

Negotiable Certificates of Deposit 5 years 30% None

Repurchase Agreements 1 year None None

Reverse Repurchase Agreements 92 days 20% of base None

Medium-Term Corporate Notes 5 years 30% None

Mutual Funds N/A 20% 10%

Money Market Mutual Funds N/A 20% 10%

Mortgage Pass-Through Securities 5 years 20% None

County Pooled Investment Funds N/A None None

Local Agency Investment Fund (LAIF) N/A None None

Joint Powers Authority Pools N/A None None

 
Interest Rate Risk 

 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an investment.  

Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value is to changes in 

market interest rates.  The District does not have a formal investment policy that limits investment maturities as a 

means of managing its exposure to fair value losses arising from increasing interest rates.  The District manages its 

exposure to interest rate risk by investing in the Orange County Treasury Investment Pool.  The District maintains 

a Building Fund (Measure B) investment of $29,935 with the Orange County Treasury Investment Pool with an 

average maturity of 310 days. 

 

Credit Risk 

 

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment.  

This is measured by the assignment of rating by a nationally recognized statistical rating organization.  The District's 

investment in the Orange County Treasury Investment Pool as of June 30, 2019, has been rated Aaa.  
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NOTE 3 - FAIR VALUE MEASUREMENTS 

 

The District categorizes the fair value measurements of its investments based on the hierarchy established by 

generally accepted accounting principles.  The fair value hierarchy, which has three levels, is based on the valuation 

inputs used to measure an asset's fair value.  The following provides a summary of the hierarchy used to measure 

fair value: 

 

Level 1 - Quoted prices in active markets for identical assets that the District has the ability to access at the 

measurement date.  Level 1 assets may include debt and equity securities that are traded in an active 

exchange market and that are highly liquid and are actively traded in over-the-counter markets. 

  

Level 2 - Observable inputs, other than Level 1 prices, such as quoted prices for similar assets in active 

markets, quoted prices for identical or similar assets in markets that are not active, or other inputs that are 

observable, such as interest rates and curves observable at commonly quoted intervals, implied volatilities, 

and credit spreads.  For financial reporting purposes, if an asset has a specified term, a Level 2 input is 

required to be observable for substantially the full term of the asset.  

 

Level 3 - Unobservable inputs should be developed using the best information available under the 

circumstances, which might include the District's own data.  The District should adjust that data if 

reasonably available information indicates that other market participants would use different data or certain 

circumstances specific to the District are not available to other market participants.  

 

Uncategorized - Investments in the Orange County Treasury Investment Pool are not measured using the input 

levels above because the District's transactions are based on a stable net asset value per share.  All contributions 

and redemptions are transacted at $1.00 net asset value per share. 

 

The District's fair value measurements are as follows at June 30, 2019: 

 

Reported

Amount Uncategorized

Orange County Treasury Investment Pool 29,935$              29,935$              

 
 

 

NOTE 4 - ACCOUNTS RECEIVABLE 

 

Accounts receivable at June 30, 2019, consisted of the following:  

 

Interest 1,115$                
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NOTE 5 - INTERFUND TRANSACTIONS 

 

Interfund Receivables/Payables (Due To/Due From) 

 

Interfund receivable and payable balances arise from interfund transactions and are recorded by all funds affected 

in the period in which transactions are executed.  Interfund receivable and payable balances at June 30, 2019, 

between the Building Fund (Measure B) and the Internal Service Fund are as follows: 

 

Interfund payable balance at June 30, 2019, was as follows:

Due to other funds 13,691$         

 
A balance of $11,203 is due to the Capital Facilities Fund from the Building Fund (Measure B) for the correction 

of bond balance. 

 

A balance of $2,488 is due to the Self-Insurance Fund from the Building Fund (Measure B) for health and welfare 

contributions. 

 

 

 

NOTE 6 - ACCOUNTS PAYABLE 

 

Accounts payable at June 30, 2019, consisted of the following: 

 

Salaries and benefits 17,330$              

Vendor payables 29                       

17,359$              

 
 

 

NOTE 7 - COMMITMENTS AND CONTINGENCIES 

 

Litigation 

 

The District is not currently a party to any legal proceedings specific to the Building Fund (Measure B) as of 

June 30, 2019. 
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INDEPENDENT AUDITOR'S 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 

 

 

 

Governing Board and 

Citizens Oversight Committee 

Saddleback Valley Unified School District 

Mission Viejo, California 

 

We have audited, in accordance with the 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, the accompanying financial statements of the Saddleback Valley Unified School 

District (the District) Building Fund (Measure B), as of and for the year ended June 30, 2019, and the related notes 

of the financial statements, and have issued our report thereon dated January 22, 2019. 

 

Emphasis of Matter 

 

As discussed in Note 1, the financial statements of the Building Fund specific to Measure B are intended to present 

the financial position and the changes in financial position attributable to the transactions of that Fund.  They do 

not purport to, and do not, present fairly the financial position of Saddleback Valley Unified School District as of 

June 30, 2019, and the changes in its financial position for the year then ended in accordance with accounting 

principles generally accepted in the United States of America.  Our opinion is not modified with respect to this 

matter. 

 

Internal Control Over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the District's Building Fund 

(Measure B) internal control over financial reporting (internal control) to determine the audit procedures that are 

appropriate in the circumstances 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 District's Building Fund (Measure B) internal 

control.  Accordingly, we do not express an opinion on the effectiveness of the District's Building Fund (Measure B) 

internal control. 

 

A deficiency in internal control 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 and correct 

misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal 

control, such that there is a reasonable possibility that a material misstatement of the District's Building Fund 

(Measure B) financial statements will not be prevented or detected and corrected on a timely basis. A significant 

deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material 

weakness, yet important enough to merit attention by those charged with governance. 

 

What inspires you, inspires us. | eidebailly.com
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 

was not designed to identify all deficiencies in internal control that might be material weakness or significant 

deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that 

we consider to be material weaknesses. However, material weaknesses may exist that have not been identified. 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the District's Building Fund (Measure B) financial 

statements are free from 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. 

 

Purpose of This Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 

results of that testing, and not to provide an opinion on the effectiveness of the District's Building Fund (Measure B) 

internal control or on compliance.  This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the District's Measure B internal control and compliance.  

Accordingly, this communication is not suitable for any other purpose. 

 

 

 

 

Rancho Cucamonga, California 

January 22, 2020 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

 

 

eidebailly.com



SADDLEBACK VALLEY UNIFIED SCHOOL DISTRICT 

BUILDING FUND (MEASURE B) 

 

FINANCIAL STATEMENT FINDINGS 

JUNE 30, 2019 

 

 

 

15 

None reported 
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There were no audit findings reported in the prior year's Schedule of Findings and Questioned Costs. 
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INDEPENDENT AUDITOR'S REPORT ON PERFORMANCE 

 

 

 

Governing Board and 

 Citizens Oversight Committee 

Saddleback Valley Unified School District 

Mission Viejo, California 

 

We were engaged to conduct a performance audit of the Saddleback Valley Unified School District 

(the District), Building Fund, Measure B funds for the year ended June 30, 2019. 

 

We conducted this performance audit in accordance with the standards applicable to performance 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 sufficient, appropriate evidence to 

provide a reasonable basis for our conclusion based on our audit objectives.  We believe that the evidence 

obtained provides a reasonable basis for our conclusions based on our audit objectives. 

 

Our audit was limited to the objectives listed within the report which includes determining the District's 

compliance with the performance requirements as referred to in Proposition 39 and outlined in 

Article XIIIA, Section 1(b)(3)(C) of the California Constitution.  Management is responsible for the 

District's compliance with those requirements. 

 

In planning and performing our performance audit, we obtained an understanding of the District's internal 

control in order to determine if the internal controls were adequate to help ensure the District's compliance 

with the requirements of Proposition 39 and outlined in Article XIIIA, Section 1(b)(3)(C) of the California 

Constitution.  Accordingly, we do not express an opinion on the effectiveness of the District's internal 

control. 

 

The results of our tests indicated that the District expended Building Fund, Measure B funds only for the 

specific projects approved by the voters, in accordance with Proposition 39 and outlined in Article XIIIA, 

Section 1(b)(3)(C) of the California Constitution. 

 

 

 

 

Rancho Cucamonga, California 

January 22, 2020 
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AUTHORITY FOR ISSUANCE 

 

The general obligation bonds associated with Measure B were issued pursuant to the Constitution and laws of the 

State of California (the State), including the provisions of Chapters 1 and 1.5 of Part 10 of the California Education 

Code, and other applicable provisions of law.  The bonds are authorized to be issued by a resolution adopted by the 

Board of Supervisors of the County on March 2, 2004 (the Resolution), pursuant to a request of the District made 

by a resolution adopted by the Board of Education of the District on December 2, 2003. 

 

The District received authorization from an election held on March 2, 2004, to issue bonds of the District in an 

aggregate principal amount not to exceed $180,000,000 to finance specific construction and renovation projects 

approved by eligible voters within the District.  The proposition required approval by at least 55 percent of the votes 

cast by eligible voters within the District (the 2000 Authorization).  The bonds represent all series of the authorized 

bonds to be issued under the 2000 Authorization. 

 

PURPOSE OF ISSUANCE 

 

The general obligation bond funds of Saddleback Valley Unified School District would be used to improve 

student safety, to repair, and to upgrade every neighborhood school in the District.  Procedures include, but 

not limited to, fixing leaky roofs, removing asbestos, upgrading outdated plumbing/sewer systems, installing fire 

safety equipment, upgrading heating/ventilation systems, and electrical wiring for technologies, and 

repairing/constructing/equipping classrooms, libraries, science labs, sites, and facilities. 

 

AUTHORITY FOR THE AUDIT 

 

On November 7, 2000, California voters approved Proposition 39, the Smaller Classes, Safer Schools, and Financial 

Accountability Act.  Proposition 39 amended portions of the California Constitution to provide for the issuance of 

general obligation bonds by school districts, community college districts, or county offices of education, "for the 

construction, reconstruction, rehabilitation, or replacement of school facilities, including the furnishing and 

equipping of school facilities, or the acquisition or lease of rental property for school facilities", upon approval by 

55 percent of the electorate.  In addition to reducing the approval threshold from two-thirds to 55 percent, 

Proposition 39 and the enacting legislation (AB 1908 and AB 2659) requires the following accountability measures 

as codified in Education Code sections 15278-15282: 

 

1. Requires that the proceeds from the sale of the bonds be used only for the purposes specified in 

Article XIIIA, Section 1(b)(3)(C) of the California Constitution, and not for any other purpose, 

including teacher and administrator salaries and other school operating expenses. 

2. The school district must list the specific school facilities projects to be funded in the ballot measure, 

and must certify that the governing board has evaluated safety, class size reduction and information 

technology needs in developing the project list. 

3. Requires the school district to appoint a citizen's oversight committee. 

4. Requires the school district to conduct an annual independent financial audit and performance audit in 

accordance with the Government Auditing Standards issued by the Comptroller General of the United 

States of the bond proceeds until all of the proceeds have been expended. 

5. Requires the school district to conduct an annual independent performance audit to ensure that the funds 

have been expended only on the specific projects listed. 
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OBJECTIVES OF THE AUDIT 

 

1. Determine whether expenditures charged to the Building Fund have been made in accordance with the 

bond project list approved by the voters through the approval of Measure B. 

2. Determine whether salary transactions, charged to the Building Fund were in support of Measure B and 

not for District general administration or operations. 

 

SCOPE OF THE AUDIT 

 

The scope of our performance audit covered the period of July 1, 2018 to June 30, 2019.  The population of 

expenditures tested included all object and project codes associated with the bond projects.  The propriety of 

expenditures for capital projects and maintenance projects funded through other State or local funding sources, 

other than proceeds of the bonds, were not included within the scope of the audit.  Expenditures incurred subsequent 

to June 30, 2019, were not reviewed, or included within the scope of our audit or in this report. 

 

PROCEDURES PERFORMED 

 

We obtained the general ledger and the project expenditure reports prepared by the District for the period 

July 1 2018 through June 30, 2019, for the Building Fund (Measure B).  Within the fiscal year audited, we obtained 

the actual invoices and other supporting documentation for a sample of expenditures to ensure compliance with the 

requirements of Article XIIIA, Section 1(b)(3)(C) of the California Constitution and Measure B as to the approved 

bond projects list.  We performed the following procedures: 

 

1. We selected a sample of expenditures for the period starting July 1, 2018 and ending June 30, 2019, 

and reviewed supporting documentation to ensure that such funds were properly expended on the 

specific projects listed in the ballot text.  

2. Our sample included transactions totaling $2,307,132.  This represents 90 percent of the total 

expenditures of $2,573,295. 

3. Based on our testing, we verified that funds from the Building Fund (Measure B) were expended for 

the construction, renovation, furnishing and equipping of District facilities constituting authorized bond 

projects.  In addition, we verified that funds held in the Building Fund (Measure B) were used for 

salaries of administrators only to the extent they perform administrative oversight work on construction 

projects as allowable per Opinion 04-110 issued on November 9, 2004 by the State of California 

Attorney General. 

 

CONCLUSION 

 

The results of our tests indicated that, in all significant respects, the District has properly accounted for the 

expenditures held in the Building Fund (Measure B) and that such expenditures were made for authorized Bond 

projects.  Further, it was noted that funds held in the Building Fund (Measure B), and expended by the District, 

were used for salaries of administrators only to the extent they perform administrative oversight work on 

construction projects as allowable per Opinion 04-110 issued on November 9, 2004, by the State of the California 

Attorney General.  
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None reported. 
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There were no audit findings reported in the prior year's Schedule of Findings and Questioned Costs. 
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