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LEMON GROVE SCHOOL DISTRICT
PROPOSITION 39 GENERAL OBLIGATION BONDS
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
INTRODUCTION AND CITIZENS’ OVERSIGHT COMMITTEE MEMBER LISTING
On November 4, 2008 the Lemon Grove School District was successful in obtaining authorization from
District voters to issue up to $28,000,000 in General Obligation Bonds pursuant to a 55% vote in a Bond
election under Proposition W. The General Obligation Bonds are considered Proposition 39 bonds. On
November 4, 2014 the Lemon Grove School District was successful in obtaining re-authorization from
District voters to issue up to $10,000,000 in General Obligation Reauthorization Bonds pursuant to a 55%
vote in a bond election under Measure R. The General Obligation Reauthorization Bonds are considered
Proposition 39 bonds. The issuance of the new bonds will not increase the total authorized debt as approved
on November 4, 2008. The passage of Proposition 39 in November 2000 amended the California
Constitution to include accountability measures. Specifically, the District must conduct an annual,
independent performance audit to ensure that funds have been expended only on the specific projects listed
as well as an annual independent financial audit of the proceeds from the sale of bonds until all proceeds
have been expended.
Upon passage of Proposition 39, an accompanying piece of legislation, AB 1908 was also enacted, which
amended the Education Code to establish additional procedures which must be followed if a District seeks
approval of a bond measure pursuant to the 55% majority authorized in Proposition 39 including formation,
composition and purpose of the Independent Citizens' Oversight Committee, and authorization for
injunctive relief against improper expenditure of bond revenues.
The Lemon Grove School District Proposition W and Measure R Independent Citizens' Oversight
Committee as of June 30, 2016 was comprised of the following members:

Jon Pettis
William Baber
Cary Demaree
Norberto Gonyea
Ilse Hanning
Pastor Eric Miller
Gerard Selby
Toni Shaw

Chair
Member
Member
Member
Member
Member
Member
Member
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INDEPENDENT AUDITOR’S REPORT
Governing Board Members and
Citizens’ Oversight Committee
Lemon Grove School District
Lemon Grove California
Report on Financial Statements
We have audited the accompanying financial statements of Proposition W Building Fund (21-39) and
Measure R Building Fund (21-33) of Lemon Grove School District, which comprise the balance sheet as
of June 30, 2016, and the related statements of revenues, expenditures, and changes in fund balance for the
year then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements 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. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from 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 the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s 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 entity’s internal
control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.
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Emphasis of Matter
As discussed in Note B, the financial statements present Building Fund (21-39) which is specific to
Proposition W and Building Fund (21-33) which is specific to Measure R, and is not intended to present
fairly the financial position and results of operations of Lemon Grove School District in conformity with
accounting principles generally accepted in the United States of America. Our opinion is not modified with
respect to this matter.
Change in Accounting Principles
As described in Note B to the financial statements, in 2016, Lemon Grove School District adopted new
accounting guidance, Governmental Accounting Standards Board Statement No. 72, Fair Value. Our
opinions not modified with respect to this matter.
As described in Note B to the financial statements, in 2016, Lemon Grove School District adopted new
accounting guidance, Governmental Accounting Standards Board Statement No. 73, Accounting and
Financial Reporting for Pensions and Related Assets That Are Not within the Scope of GASB Statement
68, and Amendments to Certain Provisions of GASB Statements 67 and 68. Our opinion is not modified
with respect to this matter.
As described in Note B to the financial statements, in 2016, Lemon Grove School District adopted new
accounting guidance, Governmental Accounting Standards Board Statement No. 76, Hierarchy of GAAP.
Our opinion is not modified with respect to this matter.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Proposition W Building Fund (21-39) and Measure R Building Fund (21-33) of Lemon Grove
School District as of June 30, 2016, and the result of its operations for the year then ended in conformity
with accounting principles generally accepted in the United States of America.
Other Matters
Other Information
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying supplementary information, as required by the 2015-16 Guide for Annual Audits of K-12
Local Education Agencies and State Compliance Reporting, prescribed in Title 5, California Code of
Regulations, section 19810 is presented for purposes of additional analysis and is not a required part of the
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated, in all material
respects, in relation to the financial statements as a whole.
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Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated March 17, 2017
on our consideration of Lemon Grove 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 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 Lemon Grove School District’s internal
control over financial reporting and compliance.

El Cajon, California
March 17, 2017
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FINANCIAL STATEMENTS

LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Balance Sheet
June 30, 2016

ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable
Total Current Assets
TOTAL ASSETS

$

6,395,312
9,193
6,404,505

$

6,404,505

$

11,814
1,274
13,088

LIABILITIES AND FUND BALANCE
Current Liabilities
Accounts payable
Due to other funds
Total Current Liabilities
Total Liabilities

13,088

Fund Balance
Restricted for capital projects
Assigned for capital projects
Total Fund Balance
TOTAL LIABILITIES AND FUND BALANCE

5,960,667
430,750
6,391,417
$

6,404,505

The accompanying notes to the financial statements are an integral part of this statement.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Statement of Revenues, Expenditures and Changes in Fund Balance
Year Ended June 30, 2016

REVENUES
Interest income
TOTAL REVENUES AND SUPPORT

$

39,357
39,357

EXPENDITURES
Classified salaries
Taxes and employee benefits
Non-Capitalized Equipment
Services and other operating expenditures
Capital outlay:
Equipment
Land improvements
Building improvements

35,469
158,020
1,896,132

TOTAL EXPENDITURES

2,136,349

32,134
10,234
2,689
1,671

EXCESS OF EXPENDITURES OVER REVENUES

(2,096,992)

NET CHANGE IN FUND BALANCE

(2,096,992)

FUND BALANCE, BEGINNING OF YEAR
FUND BALANCE, END OF YEAR

8,488,409
$ 6,391,417

The accompanying notes to the financial statements are an integral part of this statement.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements
Year Ended June 30, 2016
A. Definition of the Fund
Building Fund (21-39) and Building Fund (2I-33) were formed to account for renovation of schools in
the Lemon Grove School District (District), through expenditures of general obligation bonds issued
under the General Obligation Bonds Election of 2008.
B. Summary of Significant Accounting Policies
Basis of Presentation
The accompanying financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America, as prescribed by the Governmental Accounting
Standards Board (GASB) and Audits of State and Local Governmental Units issued by the American
Institute of Certified Public Accountants.
Fund Structure
The accompanying financial statements are used to account for the transactions of the Building Fund
specific to Proposition W and Measure R as defined in Note A and are not intended to present fairly
the financial position and results of operations of Lemon Grove School District in conformity with
accounting principles generally accepted in the United States of America.
Basis of Accounting
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of
measurement made, regardless of the measurement focus applied.
Building Funds (21-39) and (21-33) are maintained on the modified accrual basis of accounting. Its
revenues are recognized in the accounting period in which they become both measurable and available
to finance expenditures of the current fiscal period. Expenditures are recognized in the accounting
period in which the liability is incurred (when goods are received or services rendered). 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.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016
Budgets and Budgetary Accounting
The Board of Trustees adopts an operating budget no later than July 1 in accordance with state law.
This budget is revised by the Board of Trustees 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 at June 30 since they do not constitute
expenditures or liabilities.
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
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
reported amounts of revenues and expenses during the reporting periods. Actual results could differ
from those estimates.
Cash in County Treasury
In accordance with Education Code §41001, the District maintains a substantial amount of 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 fair value, in
accordance with the requirements of GASB Statement No. 31.
Interest earned is deposited quarterly into participating funds. 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
§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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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

Receivables and Payables
Transactions between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as interfund receivables/payables. Accounts receivable are
recorded net of estimated uncollectible amounts. There were no significant receivables that are not
scheduled for collection within one year of year-end.
Fund Balances – Governmental Funds
Fund balances of the governmental funds are classified as follows:
Nonspendable Fund Balance – represents amounts that cannot be spent because they are either not in
spendable form (such as inventory or prepaid insurance) or legally required to remain intact (such as
notes receivable or principal of a permanent fund).
Restricted Fund Balance – represents amounts that are constrained by external parties, constitutional
provisions or enabling legislation.
Committed Fund Balance – represents amounts that can only be used for a specific purpose because of
a formal action by the District’s governing board. Committed amounts cannot be used for any other
purpose unless the governing board removes those constraints by taking the same type of formal action.
Committed fund balance amounts may be used for other purposes with appropriate due process by the
governing board. Commitments are typically done through adoption and amendment of the budget.
Committed fund balance amounts differ from restricted balances in that the constraints on their use do
not come from outside parties, constitutional provisions, or enabling legislation.
Assigned Fund Balance – represents amounts which the District intends to use for a specific purpose,
but that do not meet the criteria to be classified as restricted or committed. Intent may be stipulated by
the governing board or by an official or body to which the governing board delegates the authority.
Specific amounts that are not restricted or committed in a special revenue, capital projects, debt service
or permanent fund are assigned for purposes in accordance with the nature of their fund type or the
fund’s primary purpose. Assignments within the general fund conveys that the intended use of those
amounts is for a specific purpose that is narrower than the general purposes of the District itself.
Unassigned Fund Balance – represents amounts which are unconstrained in that they may be spent for
any purpose. Only the general fund reports a positive unassigned fund balance. Other governmental
funds might report a negative balance in this classification because of overspending for specific
purposes for which amounts had been restricted, committed or assigned.
When an expenditure is incurred for a purpose 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.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

Deferred Inflows and Deferred Outflows of Resources
Deferred outflows of resources is a consumption of net assets or net position that is applicable to a
future reporting period. Deferred inflows of resources is an acquisition of net assets or net position that
is applicable to a future reporting period. Deferred outflows of resources and deferred inflow of
resources are recorded in accordance with GASB Statement numbers 63 and 65. At June 30, 2016 the
District’s Proposition W Building Fund (21-39) and Measure R Building Fund (21-33) did not have
any Deferred Inflows or Deferred Outflows of Resources.
Fair Value Measurements
The District categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles as defined by Governmental Accounting Standards Board
(GASB) Statement No. 72. The hierarchy is based on the valuation inputs used to measure the fair value
of the asset. The hierarchy is detailed as follows:
Level 1 Inputs: Quoted prices (unadjusted) in active markets for identical assets or liabilities that
a government can access at the measurement date.
Level 2 Inputs: Inputs other than quoted prices included within Level 1 that are observable for
an asset or liability, either directly or indirectly.
Level 3 Inputs: Unobservable inputs for an asset or liability.
For the current fiscal year the District did not have any recurring or nonrecurring fair value
measurements.
Change in Accounting Policies
In February 2015 the Governmental Accounting Standards Board (GASB) issued Statement No. 72
Fair Value Measurement and Application. This statement addresses accounting and financial reporting
issues related to fair value measurements. The definition of fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. This Statement provides guidance for determining a fair value measurement for
financial reporting purposes. This Statement also provides guidance for applying fair value to certain
investments and disclosures related to all fair value measurements. The District has implemented the
guidance under GASB Statement No. 72 into their accounting policies affective for the fiscal year
ending June 30, 2016.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

In June 2015 the Governmental Accounting Standards Board (GASB) issued Statement No. 76 The
Hierarchy of Generally Accepted Accounting Principles for State and Local Governments. The
objective of this Statement is to identify - in the context of the current governmental financial reporting
environment - the hierarchy of generally accepted accounting principles (GAAP). The "GAAP
hierarchy" consists of the sources of accounting principles used to prepare financial statements of state
and local governmental entities in conformity with GAAP and the framework for selecting those
principles. This Statement reduces the GAAP hierarchy to two categories of authoritative GAAP and
addresses the use of authoritative and nonauthoritative literature in the event that the accounting
treatment for a transaction or other event is not specified within a source of authoritative GAAP. This
Statement supersedes Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles
for State and Local Governments. The District has implemented the guidance under GASB Statement
No. 76 into their accounting policies effective for the fiscal year ending June 30, 2016.
In June 2015 the Governmental Accounting Standards Board (GASB) issued Statement No. 7
Accounting and Financial Reporting for Pensions and Related Assets That Are Not Within the Scope
of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements 67 and 68. The
objective of this Statement is to improve the usefulness of information about pensions included in the
general purpose external financial reports of state and local governments for making decisions and
assessing accountability. This Statement results from a comprehensive review of the effectiveness of
existing standards of accounting and financial reporting for all postemployment benefits with regard to
providing decision-useful information, supporting assessments of accountability and inter-period
equity, and creating additional transparency.
This Statement establishes requirements for defined benefit pensions that are not within the scope of
Statement No. 68, Accounting and Financial Reporting for Pensions, as well as for assets accumulated
for purposes of providing those pensions. In addition, it establishes requirements for defined
contribution pensions that are not within the scope of Statement 68. It also amends certain provisions
of Statement No. 67, Financial Reporting for Pension Plans, and Statement 68 for pension plans and
pensions that are within their respective scopes.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

The requirements of this Statement extend the approach to accounting and financial reporting
established in Statement 68 to all pensions, with modifications as necessary to reflect that for
accounting and financial reporting purposes, any assets accumulated for pensions that are provided
through pension plans that are not administered through trusts that meet the criteria specified in
Statement 68 should not be considered pension plan assets. It also requires that information similar to
that required by Statement 68 be included in notes to financial statements and required supplementary
information by all similarly situated employers and non-employer contributing entities.
This Statement also clarifies the application of certain provisions of Statement 67 and 68 with regard
to the following issues:
1. Information that is required to be presented as notes to the 10-year schedules of required
supplementary information about investment-related factors that significantly affect trends in
the amounts reported.
2. Accounting and financial reporting for separately financed specific liabilities of individual
employers and non-employer contributing entities for defined benefit pensions.
3. Timing of employer recognition of revenue for the support of non-employer contributing
entities not in a special funding situation.
The District has adopted the provisions of GASB Statement No. 73 effective for the year ending June
30, 2016.
C. Cash and Investments
1. Cash in County Treasury
The District maintains significantly all of its cash in the San Diego County Treasury as part of the
common investment pool. As of June 30, 2016, the portion of cash in county treasury attributed to
Building Funds (21-39) and (21-33) was $6,395,312. The fair value of Building Funds (21-39) and
(21-33)’s portion of this pool as of that date, as provided by the pool sponsor, was $6,395,312.
Assumptions made in determining the fair value of the pooled investment portfolios are available
from the County Treasurer.
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 investments in the pool is reported
in the accounting financial statements as 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
the 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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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

The San Diego County Treasury is not registered with the Securities and Exchange Commission
(SEC) as an investment company; however, the County Treasury acts in accordance with investment
policies monitored by a Treasury Oversight Committee consisting of members appointed by
participants in the investment pool and up to five members of the public having expertise, or an
academic background, in public finance. In addition, the County Treasury is audited annually by an
independent auditor.
2. Analysis of Specific Deposit and Investment Risks
GASB Statement No. 40 requires a determination as to whether the District was exposed to the
following specific investment risks at year end and if so, the reporting of certain related disclosures:
a. Credit Risk
Credit Risk is the risk that an issuer or their 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. The San Diego County
Investment Pool is rated AAAf by Standard & Poors.
b. Custodial Credit Risk
Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the
deposits are uncollateralized, collateralized with securities held by the pledging financial institution,
or collateralized with securities held by the pledging financial institution’s trust department or agent
but not in the District’s name. At year end, the District’s Building Funds (21-39) and (21-33) was
not exposed to custodial credit risk.
c. Concentration of Credit Risk
This risk is the risk of loss attributed to the magnitude of a government’s investment in a single
issuer. At year end, the District’s Building Funds (21-39) and (21-33) was not exposed to
concentration of credit risk.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

d. Interest Rate Risk
This is the risk that changes in 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 to
changes in market interest rates. The District manages its exposure to interest rate risk by investing
in the county pool.
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’s Building Funds (21-39) and (21-33) was not exposed to foreign currency risk.
f. Investment 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-earning investment contracts using a costbased measure; however, if the fair value of an investment is significantly affected by the impairment
of the credit standing of the issuer or by other factors, it is reported at fair value.
All other investments are reported at fair value unless a legal contract exists which guarantees a
higher value. The term “short-term” refers to investments which have a remaining term of one year
or less at time of purchase. The term “nonparticipating” means that the investment’s value does not
vary with market interest rate changes. Nonnegotiable certificates of deposits are examples of
nonparticipating interest-earning investment contracts.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

g. General Authorizations
Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated
in the schedules below:

Authorized Investment Type

Maximum
Remaining
Maturity

Maximum
Percentage of
Portfolio

Maximum
Investment in
One Issuer

Local Agency Bonds, Notes, Warrants
Registered State Bonds, Notes, Warrants
U.S. Treasury Obligations
U.S. Agency Securities
Banker's Acceptance
Commercial Paper
Negotiable Certificates of Deposit
Repurchase Agreements
Reverse Repurchase Agreements
Medium-Term Corporate Notes
Mutual Funds
Money Market Mutual Funds
Mortgage Pass-Through Securities
County Pooled Investment Funds
Local Agency Investment Funds
Joint Powers Authority Pools

5 Years
5 Years
5 Years
5 Years
180 Days
270 Days
5 Years
1 Year
92 Days
5 Years
N/A
N/A
5 Years
N/A
N/A
N/A

None
None
None
None
40%
25%
30%
None
20% of Base
30%
20%
20%
20%
None
None
None

None
None
None
None
30%
10%
None
None
None
None
10%
10%
None
None
None
None

D. Accounts Receivable
As of June 30, 2016 accounts receivable consisted of:
Interest

$

9,193

Total Accounts Receivable

$

9,193

15

LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

E. Accounts Payable
As of June 30, 2016 accounts payable consisted of:
Vendor payables
Payroll and related benefits

$

11,564
250

Total

$

11,814

F. Interfund Transactions
Interfund receivable and payable balances at June 30, 2016 are as follows:
Due To General Fund

$

1,274

The amount due to the General Fund is for reimbursement of construction costs and fees and the amount
due to the General Fund is for reimbursement of the portion of other post-employment benefits (OPEB)
designated to the Building Fund at year end. These expenses were attributed to the work necessary for
the bond projects and in conjunction with the Bond Project List as listed in the full text of the ballot
measure.
G. General Obligation Bonds
In May 2009, the District issued $5,000,000, 2008 Election, Series A General Obligation Bonds,
approved by the registered voters of the District in November 2008, for the purpose of financing the
renovation, construction, and improvement of school facilities. The bonds mature on August 7,2033
and bears an interest rate of 3.75% to 6.20%. At June 30, 2016, $4,525,000 of the bonds were
outstanding.
In October 2010, the District issued $7,999,480, 2008 Election, Series B General Obligation Bonds,
approved by the registered voters of the District in November 2008, for the purpose of financing the
renovation, construction, and improvement of school facilities. The bonds mature on August l, 2050
and bears an interest rate of 5.79% to 6.20%. At June 30, 2016, $7,999,480 of the bonds were
outstanding.
In March 20ll, the District issued $5,000,000, 2008 Election, Series C General Obligation Bonds,
approved by the registered voters of the District in November 2008, for the purpose of financing the
renovation, construction, and improvement of school facilities. The bonds mature on August 1, 2028
and bears an interest rate of 2.0% to 5.0%. At June 30, 2016, $4,460,000 of the bonds were outstanding.
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LEMON GROVE SCHOOL DISTRICT
PROPOSITION W BUILDING FUND (21-39)
MEASURE R BUILDING FUND (21-33)
GENERAL OBLIGATION BONDS
Notes to the Financial Statements, Continued
Year Ended June 30, 2016

In June 2016, the District issued $5,000,000, 2014 Election Series A (GO Reauthorization Bonds)
General Obligation Bonds and $1,000,000 2014 Election Series B (GO Reauthorization Bonds) General
Obligation Bonds, approved by the registered voters of the District in November 2014 for the purpose
of financing the renovation, construction and improvement of school facilities and increasing student
computer/technology access. The bonds mature August 2044 (Series A) and August 2018 (Series B)
and bear an interest rate of 2.00%-4.00%. At June 30,2016 $6,000,000 of the bonds were outstanding.
The outstanding bond debt of Proposition W Building Fund (21-39) and Measure R Building Fund
(21-33) is as follows:

2008 Election Series A
2008 Election Series B
2008 Election Series C
2014 Election Series A
2014 Election Series B
Total GO Bonds

2008 Election Series A
2008-A Bond Premium
2008 Election Series B
2008-B Bond Premium
2008-B Accreted Interest
2008 Election Series C
2008-C Bond Premium
2014 Election Series A
2014-A Bond Premium
2014 Election Series B
2014-B Bond Premium
Total GO Bonds

Date of
Issuance
05/07/2009
09/23/2010
03/15/2011
06/15/2015
06/15/2015

Interest
Rate
3.75-6.20%
5.79-6.20%
2.00-5.00%
2.00-3.00%
3.50-4.00%

Beginning
Balance
$ 4,540,000
224,630
7,999,480
346,772
2,460,275
4,615,000
144,405
5,000,000
222,078
1,000,000
56,234
$ 26,608,874

Increases
673,979
$
673,979
$

17

Maturity
Date
08/01/2033
08/01/2050
08/01/2028
08/01/2044
08/01/2018

Original Issue
Amount
5,000,000
7,999,480
5,000,000
5,000,000
1,000,000
$ 23,999,480

Decreases
$
15,000
12,480
9,908
155,000
10,314
7,931
18,745
$
229,378

Ending
Balance
$ 4,525,000
212,150
7,999,480
336,864
3,134,254
4,460,000
134,091
5,000,000
214,147
1,000,000
37,489
$ 27,053,475
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GENERAL OBLIGATION BONDS
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Year Ended June 30, 2016

The annual requirements to amortize the general obligation bonds payable outstanding as of June 30,
2016 is as follows:
Year
Ending
June 30,
2017
2018
2019
2020
2021
2022-2026
2027-2031
2032-2036
2037-2041
2042-2046
2047-2051
Totals

Principal
570,000
710,000
620,000
310,000
360,000
3,345,000
4,458,417
2,558,638
2,762,452
5,472,137
1,817,836
22,984,480

Interest
676,663
655,403
631,556
613,081
596,969
2,585,856
3,594,903
4,952,341
4,617,875
2,201,863
21,126,510

Accreted
Interest
46,583
2,526,362
5,347,548
8,232,863
18,278,331
34,431,687

Total
1,246,663
1,365,403
1,251,556
923,081
956,969
5,930,856
8,099,903
10,037,341
12,727,875
15,906,863
20,096,167
78,542,677

Note: Amounts represented in the repayment schedule of accreted interest are reflective of 100% of
amounts to be repaid. Amounts represented as accreted interest in the debt summary are reflective of
amounts that have been accrued as of June 30, 2016. Accreted interest is the process of systematically
increasing the carrying amount of capital appreciation bonds to their estimated value at the maturity
date of the bond. The district inputs the effective interest rate, using the present value, the face value,
and the period of the bond and multiplies the effective interest rate by the book value of the debt at the
end of the period.
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H.

Debt Issue Premium
Debt issue premium arises when the market rate of interest is higher than the stated interest rate on the
debt. Generally Accepted Accounting Principles (GAAP) require that the premium increase the face
value of the debt and then amortize the premium over the life of the bond.
The District has issued bonds and certificates of participation at a premium. The premiums are being
amortized over the life of the debt using the straight line method.
Premiums issued on the debt resulted in an effective interest rate as follows:

Total Interest Payments on Bond
Less Bond Premium
Net Interest Payments
Par amount of Bonds
Periods
Effective Interest Rate

Total Interest Payments on Bond
Less Bond Premium
Net Interest Payments
Par amount of Bonds
Periods
Effective Interest Rate

H.

2008
Series A
Bonds
$ 4,865,097
299,508
$ 4,565,589

2008
Series B
Bonds
$ 47,261,287
396,312
$ 46,864,975

2008
Series C
Bonds
$ 2,642,039
185,659
$ 2,456,380

$

$

$

5,000,000
39
3.652%

7,999,480
39
15.022%

2014
Series A
Bonds
$ 3,748,488
222,078
$ 3,526,410

2014
Series B
Bonds
$
85,375
56,234
$
29,141

$

$

5,000,000
28
2.518%

5,000,000
18
2.729%

1,000,000
3
0.971%

Construction Commitments
As of June 30, 2016 the Building Funds (21-39) and (21-33) did not have any commitments with respect
to unfinished capital projects.
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I. Pension Plans
The following information presented below is the District’s government-wide pension plan amounts
for CalPERS. The bond fund is 0.45% of the District’s total classified salaries.
1. General Information About the Pension Plan
Plan Descriptions
Qualified employees are covered under multiple-employer defined benefit pension plans
maintained by agencies of the State of California. Classified employees are members of the
California Public Employees' Retirement System (CalPERS). Benefit provisions under the Plan are
established by State statute and Local Government resolution. CalPERS issues publicly available
reports that include a full description of the pension plan regarding benefit provisions, assumptions
and membership information that can be found on their website.
Benefits Provided
CalPERS provides service retirement and disability benefits, annual cost of living adjustments and
death benefits to plan members. Benefits are based on years of credited service, equal to one year
of full-time employment. Members with five years of total service are eligible to retire at age 62
for normal benefits or at age 55 with statutorily reduced benefits. Employees hired prior to January
1, 2013 are eligible to retire at age 60 for normal benefits or at age 55 with statutorily reduced
benefits. All members are eligible for non-duty disability benefits after 10 years of service. All
members are eligible for death benefits after one year of total service.
The Plan’s provisions and benefits in effect at June 30, 2016 are summarized as follows:

Hire Date
Benefit Formula
Benefit Vesting Schedule
Benefit Payments
Retirement Age
Monthly benefits, as a % of eligible compensation
Required employee contribution rates (at June 30, 2015)
Required employer contribution rates (at June 30, 2015)
Required employee contribution rates (at June 30, 2016)
Required employer contribution rates (at June 30, 2016)

CalPERS
Before
On or After
Jan. 1, 2013
Jan. 1, 2013
2% at 55
2% at 62
5 years
5 years
Monthly for Life
Monthly for Life
50-62
52-67
1.1 - 2.5%
1.0-2.5%*
7.000%
6.000%
11.771%
11.771%
7.000%
6.000%
11.847%
11.847%

*Amounts are limited to 120% of Social Security Wage Base.
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Contributions – CalPERS
Section 20814(c) of the California Public Employees' Retirement Law requires that the employer
contribution rates for all public employers be determined on an annual basis by the actuary and
shall be effective on the July 1 following notice of a change in the rate. The CalPERS Board retains
the authority to amend contribution rates. The total plan contributions are determined through
CalPERS' annual actuarial valuation process. The actuarially determined rate is the estimated about
necessary to finance the costs of benefits earned by employees during the year, with an additional
amount to finance any unfunded accrued liability. The employer is required to contribute the
difference between the actuarially determined rate and the contribution rate of employees. For the
measurement period ended June 30, 2015 (measurement date), the average active employee
contribution rate is 6.974% of annual pay, and the employer's contribution rate is 11.771% of
annual payroll. For the fiscal year ending June 30, 2016, the average active employee contribution
rate is 6.974% and the employer’s contribution rate is 11.847%.
For the year ended June 30, 2016, the contributions recognized as part of pension expense for
CalPERS is as follows:

Contributions - Employee
Contributions - Employer
Total Contributions

District Share of
CalPERS
$
364,285
605,406
$
969,691

Bond Share of
CalPERS
$
1,677
2,787
$
4,464

District Share of
CalPERS
$
1,478,102

Bond Share of
CalPERS
$
5,925

Pension expense for the CalPERS plan was as follows:

Change in Net Pension Liability
Change in contributions made subsequent to
measurement date
Change in difference between actual & expected experience
Changes in assumptions
Changes in proportionate shares
Net difference between projected and actual earnings
Total Pension Expense
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$

(59,511)
(419,167)
450,641
70,929
(1,578,286)
(57,292)

$

(162)
(1,930)
2,074
1,030
(7,341)
(404)
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2. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions
As of June 30, 2016, the District reported net pension liabilities for its proportionate shares of the
net pension liability of the plan as follows:
District
Bond
Proportionate
Proportionate
Share of Net
Share of Net
Pension Liability
Pension Liability
CalPERS

$

6,817,159

$

31,382

The District's net pension liability for the Plan is measured as the proportionate share of the net pension
liability. The net pension liability of the Plan is measured as of June 30, 2015, and the total pension
liability for the Plan used to calculate the net pension liability was determined by an actuarial valuation
as of June 30, 2014 rolled forward to June 30, 2015 using standard update procedures. The District's
proportion of the net pension liability was based on a projection of the District's long-term share of
contributions to the pension plan relative to the projected contributions of all participating employers,
actuarially determined.
The District's proportionate share of the net pension liability for the Plan as of June 30, 2014 and 2015
was as follows:
District Share
CalPERS
0.0470%
0.0462%
-0.0008%

Proportion - June 30, 2014
Proportion - June 30, 2015
Change - Increase (Decrease)
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Bond Share
CalPERS
0.0002%
0.0002%
0.0000%
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For the year ended June 30, 2015, the District recognized pension expense for CalPERS of ($57,292)
of which ($404) is attributable to the Bond Fund. At June 30, 2016, the District reported deferred
outflows of resources and deferred inflows of resources related to CalPERS pensions from the
following sources:
District Share of CalPERS
Deferred
Deferred
Outflows of
Inflows of
Resources
Resources
$ 2,581,063
$
424,113
(450,641)

Pension contributions subsequent to measurement date
Differences between actual and expected experience
Changes in assumptions
Change in employer's proportion and differences between
the employer's contributions and the employer's
proportionate share of contributions
Net difference between projected and actual earnings
on plan investments
Total

$

1,177,483

(70,929)

1,119,646

(1,387,886)

5,302,305

$ (1,909,456)

Bond Share of CalPERS
Deferred
Deferred
Outflows of
Inflows of
Resources
Resources
$
2,949
$
1,930
(2,074)

$

-

(1,030)

5,154

(6,561)

10,033

$

(9,665)

$2,581,063, of which $2,949 is attributable to the Bond Fund, reported as deferred outflows of
resources related to CalPERS contributions subsequent to the measurement date will be recognized as
a reduction of the net pension liability in the year ended June 30, 2016. The other amounts reported as
deferred outflows of resources and deferred inflows of resources related to pensions will be recognized
as pension expense as follows:

Year Ended
June 30
2017
2018
2019
2020
Total

District Share of CalPERS
Deferred
Deferred
Outflows of
Inflows of
Resources
Resources
$
680,311
$
(592,341)
680,311
(592,341)
680,311
(592,341)
680,309
(132,433)
$
2,721,242
$
(1,909,456)
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Bond Share of CalPERS
Deferred
Deferred
Outflows of
Inflows of
Resources
Resources
$
1,771
$
(2,964)
1,771
(2,964)
1,771
(2,964)
1,771
(773)
$
7,084
$
(9,665)
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Actuarial Assumptions
The total pension liabilities in the June 30, 2014 actuarial valuations were determined using the
following assumptions:
CalPERS
Valuation Date
June 30, 2014
Measurement Date
June 30, 2015
Actuarial Cost Method
Entry Age - Normal Cost Method for CalPERS
Actuarial Assumptions:
Discount Rate
7.65%
Inflation
2.75%
Payroll Growth
3.00%
Projected Salary Increase
3.20%-10.80% (1)
Investment Rate of Return
7.65% (2)
Mortality
0.00125-0.45905 (3)
(1) Depending on age, service and type of employment
(2) Net of pension plan investment expenses, including inflation
(3) Industry standard published by the Society of Actuaries

Discount Rate
The discount rate used to measure the total pension liability was 7.6500% for CalPERS. The
projection of cash flows used to determine the discount rate assumed the contributions from plan
members, employers, and state contributing agencies will be made at statutory contribution rates.
To determine whether the District bond rate should be used in the calculation of a discount rate for
the plan, CalPERS stress tested plans that would most likely result in a discount rate that would be
different from the actuarially assumed discount rate. Based on the testing, none of the tested plans
run out of assets. Therefore, the current discount rates are adequate and the use of the District bond
rate calculation is not necessary for the plan. The stress test results are presented in a detailed report
that can be obtained from the CalPERS websites.
The CalPERS discount rate was increased from 7.50% in 2015 to correct for an adjustment to
exclude administrative expenses.
According to Paragraph 30 of GASB Statement No. 68, the long-term discount rate should be
determined without reduction for pension plan administrative expense. The investment return
assumption used in the accounting valuations is net of administrative expenses. Administrative
expenses are assumed to be 15 basis points. An investment return excluding administrative
expenses would have been 7.65%. Using this lower discount rate has resulted in a slightly higher
Total Pension Liability and Net Pension Liability. CalPERS checked the materiality threshold for
the difference in calculation and did not find it to be a material difference.
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CalPERS is scheduled to review all actuarial assumptions as part of their regular Asset Liability
Management (ALM) review cycle that is scheduled to be completed in February 2018. Any changes
to the discount rate will require board action and proper stakeholder outreach. For these reasons,
CalPERS expects to continue using a discount rate net of administrative expenses for GASB 67
and GASB 68 calculations through at least the 2017-18 fiscal year. CalPERS will continue to check
the materiality of the difference in calculation until such time as they have changed their
methodology.
The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class.
In determining the long-term expected rate of return, CalPERS took into account both short-term
and long-term market return expectations as well as the expected pension fund cash flows. Using
historical returns of all the funds' asset classes, expected compound returns were calculated over
the short-term (first 10 years) and long-term (11-60 years) using a building-block approach. Using
the expected nominal returns for both short-term and long-term, the present value of benefits was
calculated for each fund. The expected rate of return was set by calculating the single equivalent
expected return that arrived at the same present value of benefits for cash flows as the one calculated
using both short-term and long-term returns. The expected rate of return was then set equivalent to
the single equivalent rate calculated above and rounded down to the nearest quarter of one percent.
The table below reflects the long-term expected real rate of return by asset class. The rate of return
was calculated using the capital market assumptions applied to determine the discount rate and
asset allocation. These rates of return are net of administrative expenses.

Asset Class
Global Equity
Global Fixed Income
Inflation Sensitive
Private Equity
Real Estate
Absolute Return
Plan Level
Liquidity

Strategic
Allocation
53.80%
17.60%
5.20%
9.60%
10.50%
0.40%
0.40%
2.50%

(1) An expected inflation of 2.5% used for this period
(2) An expected inflation of 3.0% used for this period
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Real Return
(Years 1-10)(1)
5.25%
0.99%
0.45%
6.83%
4.50%
-0.55%

Real Return
(Years 11+)(2)
5.71%
2.43%
3.36%
6.95%
5.13%
-1.05%
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Sensitivity to Proportionate Share of the Net Pension Liability to Changes in the Discount Rate
The following represents the District’s proportionate share of the net pension liability for the Plan,
calculated using the discount rate for the Plan, as well as what the District’s proportionate share of
the net pension liability would be if it were calculated using a discount rate that is 1 percentage
point lower or 1 percentage point higher than the current rate:
District Share of
CalPERS
1% Decrease
Net Pension Liability
Current Discount Rate
Net Pension Liability
1% Increase
Net Pension Liability

$

6.65%
11,098,494

$

7.65%
6,817,159

$

8.65%
3,259,437

Bond Share of
CalPERS

$

6.65%
51,078

$

7.65%
31,382

$

8.65%
15,005

Total Pension Liability, Pension Plan Fiduciary Net Position, and Net Pension Liability
CalPERS - District Share
Total
Pension
Liability
(a)
Balance at June 30, 2015

$

Changes for the year:
Adjustment for Change in Proportionate Share
Service cost
Interest
Differences between expected and
actual experience
Changes in assumptions
Contributions - Employer
Contributions - Employee
Net plan to plan resource movement
Net investment income
Benefit payments, including refunds
of employee contributions
Administrative expenses
Net Changes
Balance at June 30, 2016

$

26

32,118,144

Increase (Decrease)
Plan
Fiduciary
Net Position
(b)
$

26,779,087

Net
Pension
Liability
(a) - (b)
$

5,339,057

(533,359)
751,545
2,382,992

(444,698)
-

(88,661)
751,545
2,382,992

523,959
(563,301)
-

605,406
364,285
(60)
588,458

523,959
(563,301)
(605,406)
(364,285)
60
(588,458)

(1,541,982)
1,019,854

(1,541,982)
(29,657)
(458,248)

33,137,998

$

26,320,839

29,657
1,478,102
$

6,817,159
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CalPERS - Bond Share
Total
Pension
Liability
(a)
Balance at June 30, 2015

$

Changes for the year:
Adjustment for Change in Proportionate Share
Service cost
Interest
Differences between expected and
actual experience
Changes in assumptions
Contributions - Employer
Contributions - Employee
Net plan to plan resource movement
Net investment income
Benefit payments, including refunds
of employee contributions
Administrative expenses
Net Changes
Balance at June 30, 2016

$

153,145

Increase (Decrease)
Plan
Fiduciary
Net Position
(b)
$

127,688

Net
Pension
Liability
(a) - (b)
$

25,457

(7,745)
3,460
10,970

(6,457)
-

(1,288)
3,460
10,970

2,412
(2,593)
-

2,787
1,677
2,709

2,412
(2,593)
(2,787)
(1,677)
(2,709)

(7,098)
(594)

(7,098)
(137)
(6,519)

137
5,925

152,551

$

121,169

$

31,382

Detailed information the pension plan’s fiduciary net position is available in the separately issued
CalPERS financial reports.
J. Postemployment Benefits Other Than Pension Benefits
The following information presented below is the District’s government-wide liability for OPEB.
The bond fund is 0.03224% of the District’s total salaries.
Plan Description
The Lemon Grove School District (District) administers a single-employer healthcare plan (Plan).
The plan provides retiree health benefits, an employee must retire from PERS on or after age 55
with at least 10 years of District eligible service. The District’s financial obligation is to provide a
percentage of the cost of coverage which may vary based on age at retirement. Coverage typically
includes medical and dental coverage. Some employee groups also receive a financial contribution
for vision and/or life insurance coverage.
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Contribution Information
The contribution requirements of Plan members and the District are established and amended by
the local California Service Employees Association (CSEA). The required contribution is based on
projected pay-as-you-go financing requirements. For fiscal year 2015-16, the District contributed
$395,060 to the Plan, all of which was used for current premiums.
Annual OPEB Cost and Net OPEB Obligation
The District's annual other post employment benefit (OPEB) cost (expense) is calculated based on
the annual required contribution of the employer (ARC), an amount actuarially determined in
accordance with the parameters of GASB Statement No. 45. The ARC represents a level of funding
that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial accrued liabilities (UAAL) (or funding excess) over a period not to exceed thirty
years. The following table shows the components of the Districts annual OPEB cost of the year,
the amount actually contributed to the plan and changes in the District's net obligation to the Plan:

Annual required contribution
Contribution made
Increase in net OPEB obligation
Net OPEB obligation, beginning of year
Net OPEB obligation, end of year
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District Wide
$
952,804
(395,060)
557,744
2,402,031
$
2,959,775

Bond Fund
$
3,072
(1,274)
1,798
7,744
$
9,542
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The annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the net
OPEB obligation for 2013, 2014, 2015 and 2016 was as follows:

Year Ended
June 30,
2013
2014
2015
2016

Year Ended
June 30,
2013
2014
2015
2016

District Wide
Annual OPEB
Percentage
Cost
Contributed
$

960,284
976,551
931,781
952,804

60.68%
89.01%
148.41%
41.46%

Bond Fund
Annual OPEB
Percentage
Cost
Contributed
$

3,096
3,148
3,004
3,072

60.68%
89.01%
148.41%
41.46%

Net OPEB
Obligation
$ 2,746,379
2,853,624
2,402,031
2,959,775

Net OPEB
Obligation
$

8,854
9,200
7,744
9,542

Funding Status and Funding Progress
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents
multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.
Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan
as understood by the employer and the Plan members) and include the types of benefits provided
at the time of each valuation and the historical pattern of sharing benefit costs between the employer
and Plan members to that point. The actuarial methods and assumptions used include techniques
that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the
actuarial value of assets, consistent with the long-term perspective of the calculations.
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In the July 1, 2015 actuarial valuation, the actuarial cost method used was Projected Unit Credit
with service prorate. Under this method, the Actuarial Accrued Liability is the present value of
projected benefits multiplied by the ratio of benefit service as of the valuation date to the projected
benefit service at retirement, termination, disability or death. The Normal Cost for a plan year is
the expected increase in the Accrued Liability during the plan year. All employees eligible as of
the measurement date in accordance with the provisions of the Plan listed in the data provided by
the Employer were included in the valuation.
Medical cost trend rates ranged from an initial rate of 7.0% reduced to a rate of 5.0% after four
years. The UAAL is being amortized at a level dollar method with the remaining amortization
period at July 1, 2015 of 23 years. The actuarial value of assets was not determined in this actuarial
valuation; however, any assets of the plan to be determined will be on a market basis.

K.

Subsequent Events
GASB Statement No. 74
In June 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 74,
Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans. The objective of this
Statement is to improve the usefulness of information about postemployment benefits other than
pensions (other postemployment benefits or OPEB) included in the general purpose external financial
reports of state and local governmental OPEB plans for making decisions and assessing accountability.
This Statement results from a comprehensive review of the effectiveness of existing standards of
accounting and financial reporting for all postemployment benefits (pensions and OPEB) with regard
to providing decision-useful information, supporting assessments of accountability and inter-period
equity, and creating additional transparency.
This Statement replaces Statements No. 43, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans, as amended, and No. 57, OPEB Measurements by Agent Employers and
Agent Multiple-Employer Plans. It also includes requirements for defined contribution OPEB plans
that replace the requirements for those OPEB plans in Statement No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, as amended,
Statement 43, and Statement No. 50, Pension Disclosures.
The District has adopted the provisions of GASB Statement No. 74 effective for the 2016-17 fiscal
year.
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GASB Statement No. 77
In August 2015, the Governmental Accounting Standards Board issued Statement No. 77, Tax
Abatement Disclosures. Financial statements prepared by state and local governments in conformity
with generally accepted accounting principles provide citizens and taxpayers, legislative and oversight
bodies, municipal bond analysts, and others with information they need to evaluate the financial health
of governments, make decisions, and assess accountability. This information is intended, among other
things, to assist these users of financial statements in assessing (1) whether a government’s currentyear revenues were sufficient to pay for current-year services (known as inter-period equity), (2)
whether a government complied with finance-related legal and contractual obligations, (3) where a
government’s financial resources come from and how it uses them, and (4) a government’s financial
position and economic condition and how they have changed over time.
Financial statement users need information about certain limitations on a government’s ability to
raise resources. This includes limitations on revenue-raising capacity resulting from government
programs that use tax abatements to induce behavior by individuals and entities that is beneficial to the
government or its citizens. Tax abatements are widely used by state and local governments, particularly
to encourage economic development. For financial reporting purposes, this Statement defines a tax
abatement as resulting from an agreement between a government and an individual or entity in which
the government promises to forgo tax revenues and the individual or entity promises to subsequently
take a specific action that contributes to economic development or otherwise benefits the government
or its citizens.
Although many governments offer tax abatements and provide information to the public about them,
they do not always provide the information necessary to assess how tax abatements affect their financial
position and results of operations, including their ability to raise resources in the future. This Statement
requires disclosure of tax abatement information about (1) a reporting government’s own tax abatement
agreements and (2) those that are entered into by other governments and that reduce the reporting
government's tax revenues.
This Statement requires governments that enter into tax abatement agreements to disclose the following
information about the agreements:
 Brief descriptive information, such as the tax being abated, the authority under which tax
abatements are provided, eligibility criteria, the mechanism by which taxes are abated,
provisions for recapturing abated taxes, and the types of commitments made by tax
abatement recipients.
 The gross dollar amount of taxes abated during the period.
 Commitments made by a government, other than to abate taxes, as a part of a tax abatement
agreement.
Governments should organize those disclosures by major tax abatement program and may disclose
information for individual tax abatement agreements within those programs.
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Tax abatement agreements of other governments should be organized by the government that entered
into the tax abatement agreement and the specific tax being abated. Governments may disclose
information for individual tax abatement agreements of other governments within the specific tax being
abated. For those tax abatement agreements, a reporting government should disclose:
 The names of the governments that entered into the agreements.
 The specific taxes being abated.
 The gross dollar amount of taxes abated during the period.

The District has adopted the provisions of GASB Statement No. 77 effective for the 2016-17 fiscal
year.
GASB Statement No. 78
In December 2015 the Governmental Accounting Standards Board (GASB) issued Statement No. 78
Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans. The objective
of this Statement is to address a practice issue regarding the scope and applicability of Statement No.
68, Accounting and Financial Reporting for Pensions. This issue is associated with pensions provided
through certain multiple-employer defined benefit pension plans and to state or local governmental
employers whose employees are provided with such pensions. Prior to the issuance of this Statement,
the requirements of Statement 68 applied to the financial statements of all state and local governmental
employers whose employees are provided with pensions through pension plans that are administered
through trusts that meet the criteria in paragraph 4 of that Statement.
This Statement amends the scope and applicability of Statement 68 to exclude pensions provided to
employees of state or local governmental employers through a cost-sharing multiple-employer defined
benefit pension plan that (1) is not a state or local governmental pension plan, (2) is used to provide
defined benefit pensions both to employees of state or local governmental employers and to employees
of employers that are not state or local governmental employers, and (3) has no predominant state or
local governmental employer (either individually or collectively with other state or local governmental
employers that provide pensions through the pension plan). This Statement establishes requirements
for recognition and measurement of pension expense, expenditures, and liabilities; note disclosures;
and required supplementary information for pensions that have the characteristics described above.
The District has adopted the provisions of GASB Statement No. 78 effective for the 2016-17 fiscal
year.
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GASB Statement No. 79
In December 2015 the Governmental Accounting Standards Board (GASB) issued Statement No. 79
Certain External Investment Pools and Pool Participants This Statement addresses accounting and
financial reporting for certain external investment pools and pool participants. Specifically, it
establishes criteria for an external investment pool to qualify for making the election to measure all of
its investments at amortized cost for financial reporting purposes. An external investment pool qualifies
for that reporting if it meets all of the applicable criteria established in this Statement. The specific
criteria address (1) how the external investment pool transacts with participants; (2) requirements for
portfolio maturity, quality, diversification, and liquidity; and (3) calculation and requirements of a
shadow price. Significant noncompliance prevents the external investment pool from measuring all of
its investments at amortized cost for financial reporting purposes. Professional judgment is required to
determine if instances of noncompliance with the criteria established by this Statement during the
reporting period, individually or in the aggregate, were significant.
If an external investment pool does not meet the criteria established by this Statement, that pool should
apply the provisions in paragraph 16 of Statement No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools, as amended. If an external investment pool
meets the criteria in this Statement and measures all of its investments at amortized cost, the pool’s
participants also should measure their investments in that external investment pool at amortized cost
for financial reporting purposes. If an external investment pool does not meet the criteria in this
Statement, the pool’s participants should measure their investments in that pool at fair value, as
provided in paragraph 11 of Statement 31, as amended.
This Statement establishes additional note disclosure requirements for qualifying external investment
pools that measure all of their investments at amortized cost for financial reporting purposes and for
governments that participate in those pools. Those disclosures for both the qualifying external
investment pools and their participants include information about any limitations or restrictions on
participant withdrawals.
The District has adopted the provisions of GASB Statement No. 79 effective for the 2016-17 fiscal
year.
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GASB Statement No. 80
In January 2016 the Governmental Accounting Standards Board (GASB) issued Statement No. 80
Blending Requirements for Certain Component Units—an amendment of GASB Statement No. 14.
The objective of this Statement is to improve financial reporting by clarifying the financial statement
presentation requirements for certain component units.
This Statement amends the blending requirements established in paragraph 53 of Statement No. 14,
The Financial Reporting Entity, as amended.
This Statement amends the blending requirements for the financial statement presentation of component
units of all state and local governments. The additional criterion requires blending of a component unit
incorporated as a not-for-profit corporation in which the primary government is the sole corporate
member. The additional criterion does not apply to component units included in the financial reporting
entity pursuant to the provisions of Statement No. 39, Determining Whether Certain Organizations Are
Component Units.
The District has adopted the provisions of GASB Statement No. 80 effective for the 2016-17 fiscal
year.
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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 Members and
Citizens’ Oversight Committee
Lemon Grove School District
Lemon Grove 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 financial statements of Proposition W Building
Fund (21-39) and Measure R Building Fund (21-33) of Lemon Grove School District, which comprise the
balance sheet as of June 30, 2016, and the related statements of revenues, expenditures, and change in fund
balance for the year then ended, and the related notes to the financial statements, and have issued our report
thereon dated March 17, 2017.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered Lemon Grove School
District’s internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of Lemon Grove School District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of Lemon Grove School
District’s 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 a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
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.
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
weaknesses 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 or significant deficiencies.
However, material weaknesses or significant deficiencies may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether Lemon Grove School District’s 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 entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

El Cajon, California
March 17, 2017
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INDEPENDENT AUDITOR’S REPORT ON PERFORMANCE

Governing Board Members and
Citizens’ Oversight Committee
Lemon Grove School District

Lemon Grove California
We have audited the financial statements of the Proposition W Building Fund (21-39) and Measure R
Building Fund (21-33) of Lemon Grove School District as of and for the fiscal year ended June 30, 2016
and have issued our report thereon dated March 17, 2017. Our audit was made in accordance with generally
accepted auditing standards in the United States of America and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circumstances.
We conducted this performance audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and conclusions based on
our audit objectives.
In connection with our performance audit, we performed an audit for compliance as required in the
performance requirements for the Proposition 39 Proposition W and Measure R General Obligation Bonds
for the fiscal year ended June 30, 2016. The objective of the audit of compliance applicable to Lemon Grove
School District is to determine with reasonable assurance that:
•

The proceeds from the sale of the Proposition W Bonds and Measure R Bonds were only used for
the purposes set forth in the ballot measure and not for any other purpose, such as teacher and
administrative salaries.

•

The Governing Board of the District, in establishing the approved projects set forth in the ballot
measure to modernize, replace, renovate, construct, acquire, equip, furnish, and otherwise improve
facilities of the District as noted in the bond project list.

In performing our audit of compliance, we performed procedures including but not limited to those listed
as follows:
Internal Control Evaluation
Procedure Performed:
Inquiries were made of management regarding internal controls to:
 Prevent fraud, waste , or abuse regarding Proposition W and Measure R resources
 Prevent material misstatement in the Proposition W and Measure R Building Fund financial
statements
 Ensure all expenditures are properly allocated
 Ensure adequate separation of duties exists in the accounting of Proposition W and Measure R
funds
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Purchase requisitions are required for all expenditures. All Proposition W and Measure R purchase order
transmittals get approval by the Assistant Superintendent of Business Services and Proposition W and
Measure R Owner's Representative. The Assistant Superintendent of Business Services, Proposition W and
Measure R Owner's Representative, and Projects and Facilities Supervisor verifies that all expenditures are
properly recorded by project and expense category. When the purchase requisition had gone through the
approval process, it will then be turned into a purchase order. Purchase orders are then processed via the
District's normal purchase order system.
Purchase orders are then provided to the vendor who then proceeds to perform the requested service or
provide the requested item. After the service is performed or item received and subsequent invoice is
received requesting payment, the Assistant Superintendent of Business Services, Proposition W and
Measure R Owner's Representative, and Projects and Facilities Supervisor verifies the services were
performed or the items were received, then the invoices are processed for payment. The District has
established a separate Building Fund to properly account for the receipt of bond proceeds and expenditures.
The District has properly recorded receipts of bond proceeds within the Building Funds.
Results of Procedures Performed
The results of our audit determined the internal control procedures as implemented are sufficient to meet
the financial and compliance objectives required by generally accepted accounting principles and applicable
laws and regulations.
Tests of Expenditures
Procedures Performed:
We tested expenditures to determine whether funds were spent solely on voter and Board approved school
facilities projects as set forth in the Bond Project Lists and language of the Proposition W ballot measure.
Our testing included a sample of vendors and payroll payments, totaling approximately $1,943,739 or
approximately 91% of total expenditures for the year.
Results of Procedures Performed:
We found no instances where expenditures tested were not in compliance with the terms of Proposition W
ballot measure and applicable state laws and regulations.
Tests of Contracts and Bid Procedures
Procedures Performed:
We reviewed the District’s board minutes for approval of construction contracts and change orders, if any,
to determine compliance with the District’s policy and Public Contract Code provisions related to biddings
and contracting.
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Results of Procedures Performed:
We noted no instances where the District was out of compliance with respect to contracts and bidding
procedures.
Citizens’ Oversight Committee
Procedures Performed:
We have reviewed the minutes of the Independent Citizens’ Oversight Committee meetings to verify
compliance with Education Code sections 15278 through 15282.
Results of Procedures Performed:
We have determined the Lemon Grove School District’s Citizens’ Oversight Committee and its
involvement is in compliance with Education Code sections 15278 through 15282.
Our audit of compliance made for the purposes set forth in the second and third paragraphs of this report
above would not necessarily disclose all instances of noncompliance.
In our opinion, the District complied, in all material respects, with the compliance requirements for the
Proposition W Building Fund (21-39) and Measure R Building Fund (21-33), for the fiscal year ended June
30, 2016.
This report is intended solely for the information and use of the District’s Governing Board, the Citizens’
Oversight Committee, management, others within the entity, and the taxpayers of Lemon Grove School
District and is not intended to be and should not be used by anyone other than these specified parties.

El Cajon, California
March 17, 2017
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There were no findings to report.
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There were no findings reported for the year ended June 30, 2015.
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