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Chico Unified School District (the District) is governed by an elected five member board.  The 
District operates twelve elementary schools, three junior high schools, two high schools, one 
continuation school, one community day school, one opportunity school, and one charter 
school in Chico, California.  This District is the sponsoring local education agency for seven 
charter schools. 

On November 6th, 2012, the District’s voters approved, by more than the required 55% 
favorable vote, Measure E, authorizing the issuance and sale of general obligation bonds, not 
to exceed $78,000,000.  On May 30, 2013, bonds in the amount of $15,000,000 were issued 
at a premium of $1,765,340. Measure E was designed to finance the “improving student 
access to computers and modern technology, repairing or replacing leaky roofs and plumbing 
systems, upgrading heating, ventilation and cooling systems.” 

Measure E is a Proposition 39 bond.  The passage of Proposition 39 on November 2000 
amended the California Constitution to include accountability provisions.  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 the bonds until all of the proceeds have been expended 
for facilities projects.  

Upon passage of Proposition 39, an accompanying piece of legislation, AB 1908 (Chapter 44, 
Statues of 2000) 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 Measure E including formation, composition and 
purpose of the Citizens’ Oversight Committee, and authorization for injunctive relief against the 
improper expenditure of bond revenues. 

The Citizens’ Oversight Committee had the following members as of June 30, 2015 all of 
whom were appointed by the District’s Board of Trustees.   

Name Representation Education Code Section
Seth Derish Parent of a Child Enrolled in the District 15282(a)(4)

Robert Todd Sturgis  Parent of a Child Enrolled in the District and active in a 
Parent-Teacher Organization 

15282(a)(5)

Gary Loustale  Parent of a Child Enrolled in the District and active in a 
Parent-Teacher Organization 

15282(a)(5)

Les Heringer, Jr. Active in a Business Organization 15282(a)(1)
Mark Francis Active in a Business Organization 15282(a)(1)
Peter Milbury Active in a Senior Citizens' Organization 15282(a)(2)

"Vacant" Active in a Bona-fide Taxpayers' Association 15282(a)(3)
Tino Nava Community -at- Large 15282(a)

Sean Greenwald Community -at- Large 15282(a)
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INDEPENDENT AUDITORS’ REPORT  
Continued 

As discussed in Note 1, the financial statements present only the individual Proposition 39 
and Measure E Bond Building Fund, consisting of the net construction proceeds of the 
Measure E general obligation bonds as issued by the District, through the County of Butte, 
and are not intended to present fairly the financial position of the District in conformity with 
generally accepted accounting principles. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the Measure E Proposition 39 Bond Building 
Fund of Chico Unified School District as of June 30, 2015, and the respective changes in 
financial position for the year ended in accordance with accounting principles generally 
accepted in the United States of America. 

Other Matters 

Supplementary Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Proposition 39 and Measure E Bond Building Fund’s basic financial 
statements.  The supplementary information listed in the table of contents is presented for 
purposes of additional analysis and is not a required part of the basic financial statements. 

The supplementary information listed in the table of contents is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the basic financial statements.  Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements 
and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures 
in accordance with auditing standards generally accepted in the United States of America.  
In our opinion, the supplementary information is fairly stated, in all material respects, in 
relation to the basic financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
January 22, 2016 on our consideration of the Proposition 39 and Measure E Bond Building 
Fund’s internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The 
purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance.  That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the 
Proposition 39 and Measure E Bond Building Fund’s internal control over financial reporting 
and compliance. 
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INDEPENDENT AUDITORS’ REPORT  
Continued 

Report on Other Legal and Regulatory Requirements 

In accordance with the requirements of Proposition 39, as incorporated in California 
Constitution Article 13A, we have also issued our performance audit report dated    January 
22, 2016 on our consideration of the Proposition 39 and Measure E Bond Building Fund’s 
compliance with the requirements of Proposition 39.  That report is an integral part of our 
audit of the Proposition 39 and Measure E Bond Building Fund for the year ended June 30, 
2015 and should be considered in assessing the results of our financial audit. 

 

January 22, 2016 
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ASSETS

Cash in county treasury 8,443,148$          

Accounts receivable 8,069                   

Due from other funds 1,500                   

Total Assets 8,452,717$          

LIABILITIES AND FUND BALANCE

LIABILITIES

Accounts payable 887,301$             

Due to other funds 810                      

Total Liabilities 888,111               

FUND BALANCE  

Restricted for capital projects 7,564,606            

Total Liabilities and Fund Balance 8,452,717$          



CHICO UNIFIED SCHOOL DISTRICT 
PROPOSITION 39 AND MEASURE E BOND BUILDING FUND 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 
FOR THE YEAR ENDED JUNE 30, 2015 

 

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

Interest income 28,539$               

Increase in fair value of investments 4,667                   

Total Revenues 33,206                 

EXPENDITURES

Classified salaries 39,406                 

Employee benefits 8,404                   

Books and supplies 18,684                 

Services and operating expenditures 439,136               

Capital outlay 4,867,855            

Total Expenditures 5,373,485            

Net Change in Fund Balance (5,340,279)           

Fund Balance, July 1, 2014 12,904,885          

Fund Balance, July 1, 2015 7,564,606$          



 
CHICO UNIFIED SCHOOL DISTRICT 
PROPOSITION 39 AND MEASURE E BOND BUILDING FUND 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 
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NOTE 1. SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity 

Chico Unified School District (the District) operates twelve elementary schools, three 
junior high schools, two high schools, one continuation school, one community day 
school, one opportunity school, and one charter school in Chico, California.  This District 
is the sponsoring local education agency for seven charter schools. 

On November 6th, 2012, the District’s voters approved, by more than the required 55% 
favorable vote, Measure E, authorizing the issuance and sale of general obligation 
bonds, not to exceed $78,000,000. On May 30, 2013, bonds in the amount of 
$15,000,000 were issued at a premium of $1,765,340.  Measure E was designed to 
finance the “improving student access to computers and modern technology, repairing or 
replacing leaky roofs and plumbing systems, upgrading heating, ventilation and cooling 
systems.” 

An oversight committee to the District’s Governing Board and a Superintendent called 
the Citizens’ Oversight Committee (COC), was established pursuant to the 
requirements of state law and the provisions of the Measure E bonds.  The COC is 
required by state law to actively review and report on the proper expenditure of 
taxpayers’ money for school construction.  The COC provides oversight and advises 
the public whether the District is spending the Measure E Bond funds for school capital 
improvements within the scope of projects outlined in the Measure E Bond project list.  
In fulfilling its duties, the COC reviews, among other things, the District’s annual 
performance and the financial audits of Measure E activity. 

The statements presented are for the individual Proposition 39 and Measure E Bond 
Building Fund of the District, consisting of the new construction proceeds of the 
Measure D general obligation bonds issued by the District, through the County of 
Butte, and are not intended to be a complete presentation of the District’s financial 
position or results of operations.  There are no related parties or component units 
included in this financial statement presentation. 

Accounting Policies 

The accounting policies of the District conform to generally accepted accounting 
principles as prescribed by the Governmental Accounting Standards Board (GASB) 
and the American Institute of Certified Public Accountants (AICPA). 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures 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. 

The financial statements are presented on the modified accrual basis of accounting.  
Under the modified accrual basis of accounting, revenues are recorded when 
susceptible to accrual; i.e., both measurable and available.  “Available” means 
collectible within the current fiscal year.  Expenditures are generally recognized under 
the modified accrual basis of accounting when the related liability is incurred. 
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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 the reported amounts of 
revenues and expenditures during the reported period.  Actual results could differ from 
those estimates. 

 Fund Balance 

Under GASB Statement No. 54, fund balance is divided into five classifications based 
primarily on the extent to which the District is bound to observe constraints imposed 
upon the use of resources in the governmental funds.  The fund balance in the 
Proposition 39 and Measure E Bond Building Fund is considered restricted.   

The restricted fund balance classification reflects amounts subject to externally 
imposed and legally enforceable constraints.  Such constraints may be imposed by 
creditors, grantors, contributors, or laws or regulations of other governments, or may 
be imposed by law through constitutional provisions or enabling legislation. 

Capital Assets and Long-Term Debt 

The accounting and reporting treatment applied to the capital assets and long-term 
liabilities associated with the Proposition 39 and Measure E Bond Building Fund are 
determined by its measurement focus.  The Proposition 39 and Measure E Bond 
Building Fund is accounted for on a spending or “financial flow” measurement focus.  
This means that only current assets and current liabilities are generally included on the 
balance sheet.  The reported fund balance is considered a measure of “available 
spendable resources”.  Thus, the capital assets and long-term liabilities associated 
with the Proposition 39 and Measure E Bond Building Fund are accounted for in the 
government-wide financial statements of the Chico Unified School District. 
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NOTE 2. MEASURE E GENERAL OBLIGATION BONDS 

As of June 30, 2015, the principal balance outstanding on the District’s Measure E 
general obligation bonds is indicated as follows: 

Date of Interest Maturity Original Outstanding Outstanding
Issue Rate % Date Issue July 1, 2014 Additions Deletions June 30, 2015

2013 5.00% 2044 15,000,000$      15,000,000$  -$             -$             15,000,000$   
 

The annual requirements to amortize all Measure E general obligation bonds payable, 
outstanding as of June 30, 2015, are as follows: 

Year Ending June 30 Principal Interest Total

2016 -$                         750,000$             750,000$             
2017 -                           750,000               750,000               
2018 -                           750,000               750,000               
2019 -                           750,000               750,000               
2020 -                           750,000               750,000               

2021-2025 -                           3,750,000            3,750,000            
2026-2030 195,000                3,745,125            3,940,125            
2031-2035 2,510,000             3,451,500            5,961,500            
2036-2040 5,625,000             2,428,625            8,053,625            
2041-2044 6,670,000             703,250               7,373,250            

15,000,000$         17,828,500$        32,828,500$        
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SUPPLEMENTARY INFORMATION 



CHICO UNIFIED SCHOOL DISTRICT 
PROPOSITION 39 AND MEASURE E BOND BUILDING FUND 
SCHEDULE OF EXPENDITURES BY PROJECT FOR MEASURE E 
JUNE 30, 2015 
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Year Ended
Prior June 30, 2015 Total

Project Name Budget Expenditures Expenditures Expenditures Status
Bond Issuance Costs 271,000$      271,000$      -$               271,000$      Complete
Measure E Facilities Master Plan 638,741        638,741        -                 638,741        Complete
Canopy Replacement Chico Junior High & Rosedale 248,277        248,277        -                 248,277        Complete
Chico High HVAC Replacement 260,180        260,180        -                 260,180        Complete
Pleasant Valley Athletic Facility Planning 100,000        20,478          -                 20,478          In progress
Chico High Athletic Facility Planning 100,000        20,478          -                 20,478          In progress
ADA Phase 1 484,278        -                 204,108        204,108        Complete
Safety & Security 942,000        34,640          242,871        277,511        In progress
Energy Efficiency 3,391            3,391            -                 3,391            Complete
Technology Infrastructure 2,574,000     156,520        2,120,930     2,277,450     In progress
Marsh Junior Multipurpose Building 411,229        411,229        -                 411,229        Complete
Junior High Planning 46,952          48,820          (1,868)           46,952          Complete
Marsh Junior High Site Drainage 418,719        5,637            413,082        418,719        Complete
Bidwell Junior High Conversion/Modernization 5,740,500     4,697            1,915,272     1,919,969     In progress
Technology Infrastructure Phase II 2,760,733     -                 479,090        479,090        In progress
Total 15,000,000$ 2,124,088$   5,373,485$   7,497,573$   

 

Each of the projects has been given a specific project identification number within the 
District’s building fund.  Budgets for each project are included in the financial reporting 
system and actual expenditures are matched against this budget. 
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INDEPENDENT AUDITORS’ 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 
Continued 

COMPLIANCE AND OTHER MATTERS 

As part of obtaining reasonable assurance about whether the District’s Proposition 39 and 
Measure E Bond Building Fund’s financial statements are free of material misstatement, we 
performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts.  However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion.  The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 

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. 

 

January 22, 2016 
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BACKGROUND INFORMATION 

On November 6th, 2012, the District’s voters approved, by more than the required 55% 
favorable vote, Measure E, authorizing the issuance and sale of general obligation bonds, not 
to exceed $78,000,000.  On May 30, 2013, bonds in the amount of $15,000,000 were issued 
at a premium of $1,765,340. Measure E was designed to finance the “improving student 
access to computers and modern technology, repairing or replacing leaky roofs and plumbing 
systems, upgrading heating, ventilation and cooling systems.” 

Pursuant to the requirements of Proposition 39, and related State legislation, the Board of 
Trustees of the District established a Citizens' Oversight Committee and appointed its 
members. The principal purpose of the Citizens' Oversight Committee, as set out in State 
law, is to inform the public as to the expenditures made using the proceeds of the bonds 
issued pursuant to the Measure E bond authorization. The Citizens' Oversight Committee is 
required to issue at least one report annually as to its activities and findings. 
 
Section 1(b)(3)(C) of Article XIIIA of the California Constitution requires the District to 
conduct an annual independent performance audit to ensure that the proceeds of the bonds 
deposited into the General Obligation Bond Funds have been expended only for the 
authorized bond projects. Consistent with this provision, Section 15286 of the California 
Education Code requires the performance audit to be conducted in accordance with 
Government Auditing Standards issued by the comptroller General of the United States and 
be submitted to the Citizen's Oversight Committee by March 31st of each year. 

 
OBJECTIVES 

The objectives of our performance audit were to: 
 

• Document the expenditures charged to the Chico Unified School District General 
Obligation Bond Funds. 
 

• Determine whether expenditures charged to the General Obligation Bond Funds 
have been made in accordance with the bond project list approved by the voters 
through the approval of Measure E on November 2012. 
 

• Determine compliance with specific Education Codes Sections related to oversight of 
bond expenditures. 
 

• Note any incongruities or system weaknesses, or non-compliance with specific 
Education Code Sections related to oversight of fund expenditures and provide 
recommendations for improvement. 
 

• Provide the District Board and the Citizens' Oversight Committee with a performance 
audit as required under the requirements of the California Constitution and 
Proposition 39. 
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SCOPE OF AUDIT 

The scope of our performance audit covered the fiscal period from July 1, 2014 to June 30, 
2015. The sample of expenditures tested included 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 the proceeds of the 
bonds, were not included within the scope of our audit. Expenditures incurred subsequent to 
June 30, 2015, 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 fiscal year ended June 30, 2015 for the Measure E General Obligation Bond Fund. 
We also reviewed documentation, including the District website, for compliance with 
Education Code Sections 15264 and 15272 - 15286. Within the fiscal year audited, we 
obtained the actual invoices and other supporting documentation for expenditures to ensure 
compliance with the requirements of Proposition 39 and Measure E with regards to the 
approved bond projects list and performed the following procedures: 
 

• We reviewed the projects listed to be funded with general obligation bond proceeds 
as set out in the Measure E election documents. 
 

• We selected a sample of expenditures from the bond measure for the fiscal year 
ended June 30, 2015, and reviewed supporting documentation to ensure that such 
funds were properly expended on the authorized bond projects. 

 
•    We verified that funds from the General Obligation Bond funds were generally 

expended for the construction, reconstruction, acquisition, technological upgrades, 
furnishing and equipping of District facilities constituting the authorized bond projects 
and we verified that funds held in the General Obligation Bond Funds were not used 
for salaries of school administrators or other operating expenses of the District. 

CONCLUSION 

The results of our tests indicated that, in all significant respects, the Chico Unified School 
District has properly accounted for the expenditures of the funds held in the Measure E 
General Obligation Bond Fund and that such expenditures were made on authorized bond 
projects. Further, it was noted that the funds held in the Measure E General Obligation Bond 
Funds and expended by the District were not expended for salaries of school administrators 
or other operating expenditures.  

In addition, the results of our tests indicated that, in all significant respects, the District 
complied with certain provisions of the California Education Code requirements for which the 
purpose of a Citizens' Oversight Committee is established. 
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There are no current year findings or recommendations related to the audit of the Measure E 
Proposition 39 Bond Building Fund for the year ended June 30, 2015. 



CHICO UNIFIED SCHOOL DISTRICT 
PROPOSITION 39 AND MEASURE E 
GENERAL OBLIGATION BONDS 
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There were no prior year findings or recommendations. 
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