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INDEPENDENT CITIZENS 

BOND OVERSIGHT COMMITTEE

Annual Report

July 1, 2004 – June 30, 2005


We, the members of the Santa Ana Unified School District
Independent Citizens Measure C Bond Oversight Committee, submit this report to the Board of Trustees of the Santa Ana Unified School District.  As instructed by our by-laws, this report states whether or not the District is in compliance with Article XIIIA Section 1(b)(3) of the California State Constitution and reviews the activities of the Committee during the past twelve months, and serves as the Committee’s report to the public on the proper expenditure of bond funds at least once annually.    

The Committee wishes to thank those members of the District staff and the School Board who have so willingly and effectively worked with us to implement the many recommendations from our 2003-2004 Annual Report.  Working together, we were able to refine processes, and restore millions of dollars to the Measure C fund.  Moreover, we appreciate this opportunity to serve the children, parents, residents, voters and taxpayers of the District.   

The Committee also expresses their gratitude for the opportunity to work with Manuel Esqueda.  He was a strong advocate for children and education in Santa Ana, and fellow Committee member.  He passed away on September 6, 2005, two days before a school named in his honored opened to new students.   This report is dedicated to his memory.  We will forever miss his presence.

Respectfully submitted,

Michael Metzler, Chair

Santa Ana Unified School District 2004-2005 

Measure C Independent Citizens Bond Oversight Committee

Statement of Compliance

The Santa Ana Unified School District Independent Citizens Bond Oversight Committee submits this Annual Report to the Board of Trustees in conformance with the standards of the Strict Accountability in Local School Construction Bond Act of 2000, also known as Proposition 39.

Based on the information provided by the District for the reporting period of July 1, 2004 through June 30, 2005, the Committee finds that the Santa Ana Unified School District is in compliance with the requirements of Article XIIIA, Section 1(b) (3) of the California Constitution. 

*During this fiscal year, no funds were used for any teacher or administrative salaries or other operating expenses prohibited by Article XIIIA, Section 1(b) (3) (a) of the California Constitution.  Proceeds from the sale of bond funds in this reporting period were used only for the permitted purposes of construction, rehabilitation, and replacement of school facilities.  We note also that bond revenue was spent only as specified in the voters’ ballot and Board resolution of Measure C. 

*During this fiscal year, bond revenue has been expended only on new construction and modernization of projects listed in the School Board bond resolution and the SAUSD website. 

*Independent performance and financial audits were conducted for the reporting period.

Respectfully Submitted,


Michael Metzler, Chairperson

Santa Ana Unified School District

Independent Citizens’ Bond Oversight Committee

I.  Executive Summary

This second Annual Report reviews the 2004-2005 activities and findings of the Measure C Independent Citizens’ Bond Oversight Committee and is organized into the following topics:

· Executive Summary

· Measure C Bond Proposition

· Scope of the Bond Oversight Committee

· Committee Responsibilities

· Membership

· Meeting Dates

· Activities

· Statement of Compliance

· Findings

· Actions Taken on Recommendations From Last Annual Report

· Recommendations

· Attachments

         
-Committee Minutes and Selected Correspondence

               
-Master Plan Report (CPM)

               
-Status Report on Construction (SAUSD Facilities Department)

II.
Measure C Bond Proposition

In 1999, SAUSD went to the voters to raise money through a 145 million dollar bond request to construct two (2) high schools , eleven (11) elementary schools, renovation and expansion works at twenty (20) schools and additional improvements at all schools.  When combined with other facility and construction funding, this raised the total to $462 million dollars for school construction and modernization.   SAUSD citizens voted to pay for these projects through the approval of the Measure C school construction bond.  According to the ballot language, SAUSD would maximize the impact of the proceeds of the Measure C bond to build and modernize these schools by seeking State matching funds.  A Citizens Bond Oversight Committee would guarantee funds were spent only for specified purposes.

III. Scope of the Bond Oversight Committee

The School Board reorganized the Bond Oversight Committee in May 2003, relying on Article XIIIA Section 1 (b) (3) and Proposition 39 as the model.  These laws provide the scope and standard of review for this Annual Report.

1. Proposition XIIIA Section 1 (b) (3) and the original bond language require that proceeds from the sale of bond funds in this reporting period be used only for construction, rehabilitation, or replacement of school facilities. Unlike Article XIIIA Section 1 (b) (3), the original bond ballot language does not permit furnishings, equipping of school facilities or the lease of real property for school facilities.      

2. Proposition XIIIA Section 1 (b) (3) requires that a list of the specific school facilities projects to be funded using Measure C funds be published, generally in the bond ballot language, along with certification by the School Board that evaluation of safety, class size reduction, and information technology needs have been taken into account in developing that list. 

3. Proposition XIIIA Section 1 (b) (3) requires the District to conduct: 

a) An annual, independent performance audit to ensure that funds have been expended only on the specific projects listed.  

b) An annual, independent financial audit of the proceeds from the sale of the bonds until all of those proceeds have been expended for the school facilities projects.  

According to our bylaws, the Committee must oversee the bond program’s compliance with these accountability requirements.

IV. 
Committee Responsibilities

Under our new bylaws, the mission of the Committee is focused on overseeing the expenditures of taxpayer money for the construction, repair and modernization of schools by the District and to communicate its findings and recommendations to the School Board and the public so that Measure C bond funds are invested as the voters intended and projects are completed prudently and efficiently. The Committee oversees both internal and external controls and provides feedback to the School Board and public by highlighting successes, shortcomings and identifying areas for improvement. The committee monitors if our recommendations are acted on so the controls are constantly improved and updated. 

V.
Committee Membership

The Committee is composed entirely of District residents, including those with experience in business, government, finance, law, and education, as well as parents of school children, and members of parent-teacher organizations and a taxpayer association.

	Name
	Representative Group
	Term

	Michael Metzler, Chair


	Business Community
	Three Year Term

6/1/03 – 5/31/06

	Oscar Garza, Vice Chair


	Taxpayers Organization 
	Three Year Term

6/1/03 – 5/31/06

	Joseph J. Gerda, Clerk


	General Member
	Three Year Term

6/1/03 – 5/31/06

	Alfredo Amezcua, Member


	General Member

Term extended
	Two Year Term

6/1/03 – 5/31/05

6/1/04 – 5/31/06

	Manuel Esqueda, Member


	Senior Citizens Organization
	Two Year Term

6/1/03 – 5/31/05

	Roland Lujan, Member


	Parent of SAUSD Student
	Three Year Term

6/1/03 – 5/31/06

	Robert Muñoz, Member


	General Member

Resigned 2/24/05
	Two Year Term

6/1/03 – 5/31/05

	Irma Macias, Member


	Parent of SAUSD Student & Active PTO Member
	Three Year Term

6/1/03 – 5/31/06


VI.
 Meeting Dates
Committee bylaws require only that regular meetings be held quarterly.  The Committee met their requirement of meeting quarterly and included four special meetings.  

The Committee met on July 15, 2004; August 5, 2004; August 19, 2004; October 16, 2004; October 21, 2004; February 17, 2005; April 21, 2005; May 19, 2005.

VII. 
Committee Activities

During previous years the Committee focused on improving the procedures followed to obtain data from the District concerning project progress, budget information, and work quality.  This financial data gathering process was further refined during this reporting period.  The data gathering systems are now in place to provide the Committee with the essential reports needed to make it possible to conduct oversight of expenditures, and the status of the construction program.  

Committee members presented the Annual Report and updates to the SAUSD Board of Trustees on three occasions.

Oversight of Budget and Expenditures

The Committee 

1. Received regular monthly budget and expenditure reports and financial statements from the Financial Program Consultant, Capital Program Management (CPM) through November 2004.  Afterwards, this responsibility was taken on by District staff, covering funding sources, budgets, expenditures and status of all construction and modernization projects, according to their status as: projects under construction; projects with filed notice of completion; or pending projects with or without allocated State funding. 

2. Reviewed the pertinent portions of the SAUSD Annual Financial Report with District staff to determine the impact of the District budget concerns on the bond program.

3. Reviewed the procedures and status of District efforts to secure Proposition 47 State matching funds.

Oversight of the Progress and Management of the School Construction Program

The Committee

1. Reviewed monthly Measure C facilities and construction status reports, listing projects in priority order and showing what projects are in planning or construction phase, including new school construction and additions (P2P) and modernization projects.

2. Toured new construction and modernization sites.

VIII.
Statement of Compliance

The Committee finds that the District is, as of this reporting period, July 1, 2004 through June 30, 2005, in compliance with the standards of Article XIIIA Section 1 (b) (3) of the California State Constitution as described below.

IX.
Findings and Conclusions on Accountability Requirements

Based on information provided by the District, the Committee finds and concludes that from July 1, 2004 to June 30, 2005, the School District is in compliance with the accountability requirements of Article XIIIA, Section 1 (b) (3) and the original bond ballot and resolution language. 

X.
Actions Taken On Recommendations From Last Annual Report

The Committee recommended the following actions to the District, under the guidance of the Board, in the 2003-2004 Annual Report.  The District’s actions taken in response to the recommendation are listed in italics.

1. Develop a policy for use of interest money related to Measure C bond issuance.  In particular, we strongly recommend that interest bond monies be used for only the publicly approved Measure C projects listed on the District’s official website.  When loans are made using Measure C funds, full disclosure to the public and the Bond Oversight Committee regarding the terms, conditions and status of repayment should be made in a timely manner.

District Action:  On Measure C Bond funds, the District now follows the generally accepted accounting principles where interest follows the principle that earned the interest.  The District has now made full disclosure to the public and the Bond Oversight Committee regarding terms, conditions, and status of repayment of loans.  The District has reimbursed Measure C $1.4 million dollars from a Deferred Maintenance account (principle plus interest) for the monies spent on the Middle College buildings at Santa Ana College.  The District took title to the EL Sol property and is no longer a loan.
2. Reimburse Measure C Bond, Fund 21, for expenditures related to the legal costs for the Tustin Settlement Agreement.

District Action:  The District has reimbursed the Measure C Bond fund all legal costs related to the Tustin Settlement Agreement. 
3. At the close of escrow, deposit all net proceeds into Measure C Bond, Fund 21, from the sale of the Farmer’s site.   

District Action: All Measure C Bond funds used to purchase the Farmers site have been restored to the Measure C, Fund 21 account.
4. Adopt a “Best Practices Procedure” that addresses the awarding and hiring of Measure C Professional Services contracts over $15,000 to include Request for Qualifications, Request for Proposal and Board authorization.

District Action:  The District has confirmed that it has a “Best Practices Procedure” in place and is following it.

5. Conduct an Annual Independent Financial and Performance Audit of the Measure C Bond expenditures (Fund 21), as required by Article XIIIA Section 1(b) (3), for the period July 1, 2004 through June 30, 2005 to be included in the next Annual Report. 

District Action:  The District complied with this recommendation by hiring Nigro, Nigro & White, LLP to perform the Annual Independent Financial and Performance Audit. Additionally, the District’s independent auditor reviewed all funds, including Measure C, as part of their annual audit.

6. Require Board certification that evaluation of safety, class size reduction, and information technology needs have been taken into account in developing that list.

District Action:  The District provided documentation showing compliance at the time of the issuing of the original bond.  The Board updated this certification in March 2003.

7. Require detailed itemization of all expenditures of bond proceeds, including collaborative efforts. 


District Action:  The District implemented new accounting reports based on input from the Committee.  

8. Fund only those projects that cannot be funded from other sources.

District Action:  All construction projects using Measure C funds are carefully considered for other funding sources.  
9. Pay only for property and land that will be owned and operated by 

SAUSD.

District Action:  The District agrees with this recommendation.  All funds for the Middle College construction at Santa Ana College have been restored to Measure C.  The El Sol property is now owned by SAUSD.  All other Measure C funds spent or projected to be spent comply with this recommendation.
XI.  
Recommendation(s) for the next Annual Report

1. Update BOC website more frequently to keep the public properly informed.

2. The Annual Report be completed in the agreed upon time period.

XII. 
Attachments:

(1) Status Report On Construction Program (SAUSD Facilities Department)

(2) Measure C Master Program and Expenditures (Capital Program Management/District)

(3) Committee Minutes and Selected Correspondence

Our meeting minutes and various other documents are attached to this annual report, which provide further detail on BOC activities.  Additional information is also available on the District website, www.sausd.k12.ca.us.  If you have any questions about the local construction program, please contact the District at (714) 480-5371.
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