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ORGANIZATION

The Palm Springs Unified School District is comprised of an area located in Riverside County. It encompasses

the incorporated cities of Palm Springs, Desert Hot Springs, Rancho Mirage, Cathedral City and the

unincorporated communities of Thousand Palms and North Palm Springs. The Palm Springs Unified School

District was formed in 1948, combining the Palm Springs High School District and the Desert School District.

The District is currently operating fourteen elementary schools, four middle schools, two high schools, two

continuation high schools, and an adult education program.
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Vavrinek, Trine, Day & Co., LLP

Certified Public Accountants

Members:
e American Institute of Certified Public Accountants
e SEC Practice Section
e California Society of Certified Public Accountants
e Western Association of Accounting Firms

INDEPENDENT AUDITORS' REPORT

Governing Board
Palm Springs Unified School District
Palm Springs, California

We have audited the accompanying general-purpose and combining financial statements of the Palm Springs
Unified School District, as of and for the year ended June 30, 1998, as listed in the table of contents. These
financial statements are the responsibility of the District's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards, the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States, and Standards and Procedures for Audits of California K-12 Local Educational Agencies, prescribed by
the State Controller. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In common with other school districts, the District has not maintained a complete historical cost record of its
general fixed assets and, accordingly, the financial statements do not include the general fixed assets group of
accounts required by generally accepted accounting principles. The amount that should be recorded in the
general fixed assets account group relates to historical data that is not currently available.

In our opinion, except for the effect on the financial statements of the omission of the general fixed asset group
of accounts, the general-purpose and combining financial statements referred to above present fairly, in all
material respects, the financial position of the Palm Springs Unified School District at June 30, 1998, and the
results of its operations for the year then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated October 9, 1998, on

our consideration of the District's internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grants.

with Offices Located: Fresno

8270 Aspen Street ¢ Rancho Cucamonga, CA 91730 Pleasanton
P.O. Box 4407 ¢ Rancho Cucamonga, CA 91729-4407 Laguna Hills
(909) 466-4410 » FAX (909) 466-443 1 San Jose

www.rancho@vtdcpa.com 1.1 Carmichael



Our audit was performed for the purpose of forming an opinion on the general-purpose financial statements taken
as a whole and on the combining financial statements of Palm Springs Unified School District. The
accompanying financial and statistical information listed in the table of contents, including the Schedule of
Expenditures of Federal Awards which is required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, is presented for purposes of additional
analysis and is not a required part of the financial statements of Palm Springs Unified School District. Such
information has been subjected to the auditing procedures applied in the audit of the general-purpose and
combining financial statements and, in our opinion, is fairly stated in all material respects, in relation to the
general-purpose and combining financial statements taken as a whole.

\/W,L ‘wawq 0' C), LLp

Rancho Cucamonga, California
October 9, 1998
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

ALL FUND TYPES AND ACCOUNT GROUPS

COMBINED BALANCE SHEET

JUNE 30, 1998

ASSETS
Cash

Investments

Accounts receivable
Due from other funds

Stores inventory

Amount available for the retirement
of general long-term debt

Amount to be provided for the retirement
of general long-term debt

Total Assets

LIABILITIES AND FUND EQUITY

LIABILITIES
Accounts payable
Due to other funds
Deferred revenue

Due to student groups
General long-term debt
Total Liabilities

FUND EQUITY
Fund balances

Reserved
Unreserved

Designated

Undesignated
Total Fund Equity
Total Liabilities
and Fund Equity

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
50,000 $ 646,104
18,831,269 1,494,730 § 2,067,503 $§ 12,708,429
4,290,234 663,632 2,384,116
3,432,995 2,567,410 72,392,299
275,458 89,728
26,879,956 § 5,461,604 $ 2,067,503 § 87,484,844
3,170,982 123,897 5,392,786
11,209,416 1,198,787 65,984,501
1,345,255
15,725,653 1,322,684 71,377,287
1,120,573 92,758
8,491,608 4,046,162 16,107,556
1,542,122 2,067,503 1
11,154,303 4,138,920 2,067,503 16,107,557
26,879,956 § 5,461,604 $ 2,067,503 $§ 87,484,844

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

Fiduciary Group

Fund Types General Total
Expendable = Long-Term (Memorandum
Trust Debt Only)
$ 458,985 - $ 1,155,089

35,101,931

7,337,982

78,392,704

365,186

$ 2,067,503 2,067,503

57,416,520 57,416,520

$ 458,985 § 59,484,023 $ 181,836,915
33,044 8,720,709
78,392,704

1,345,255

177,427 177,427
59,484,023 59,484,023

210,471 59,484,023 148,120,118
1,213,331

28,893,840

248,514 3,609,626
248,514 33,716,797

$ 458,985 § 59,484,023 $ 181,836,915

1.3



PALM SPRINGS UNIFIED SCHOOL DI

STRICT

ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUNDS
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 1998

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
REVENUES
Revenue Limit Sources :
State apportionments $ 44,090,329 $§ 405,429
Local sources 23,012,454
Total Revenue Limit Sources 67,102,783 405,429
Federal revenues 5,178,823 3,102,833
Other state revenues 17,504,178 864,816 $§ 80,015
Other local revenues 4,373,205 2,732,024 4,485,448 $ 3,648,358
Tuition and transfers 120,295
Total Revenues 94,279,284 7,105,102 4,565,463 3,648,358
EXPENDITURES
Current Expenditures
Certificated salaries 44,332,519 799,621
Classified salaries 11,807,112 2,034,782 404,721
Employee benefits 13,983,903 910,009 108,477
Books and supplies 5,385,477 2,104,721 55,107
Services and other operating expenditures 10,372,130 355,341 980,865
Other outgo 249,630 542,331 26,897
Capital outlay 4,258,998 453,733 26,927,176
Debt service - principal 1,145,000
Debt service - interest and other 3,183,795
Total Expenditures 90,389,769 7,200,538 4,328,795 28,503,243
EXCESS OF REVENUES OVER/
(UNDER) EXPENDITURES 3,889,515 (95,436) 236,668 (24,854,885)
OTHER FINANCING SOURCES/(USES)
Operating transfers in 600,001 67,259 23,731,636
Operating transfers out (2,947,394) (1) (21,451,501)
Other sources 10,635,983
Total Other Financing Sources/(Uses) (2,347,393) 67,259 (1) 12,916,118
EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER/(UNDER)
EXPENDITURES AND OTHER USES 1,542,122 (28,177) 236,667 (11,938,767)
FUND BALANCE, BEGINNING OF YEAR 9,612,181 4,167,097 1,830,836 28,046,324

FUND BALANCE, END OF YEAR

$ 11,154,303 § 4,138,920 $2,067,503 $ 16,107,557

The accompanying notes are an integral part of these financial statements.
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Fiduciary
Fund Type Total

Expendable = (Memorandum
Trust Only)

$§ 44,495,758
23,012,454

67,508,212

8,281,656

18,449,009

687,618 15,926,653
120,295

687,618 110,285,825

45,132,140

14,246,615

15,002,389

7,545,305

719,679 12,428,015
818,858

31,639,907

1,145,000

3,183,795

719,679 131,142,024

(32,061)  (20,856,199)

24,398,896
(24,398,896)
10,635,983

10,635,983

(32,061)  (10,220,216)
280,575 43,937,013

248,514 § 33,716,797




PALM SPRINGS UNIFIED SCHOOL DISTRICT

ALL GOVERNMENTAL FUND TYPES

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 1998

REVENUES
Revenue Limit Sources
State apportionments
Local sources
Total Revenue Limit Sources
Federal revenues
Other state revenues
Other local revenues
Tuition and transfers
Total Revenues
EXPENDITURES
Current Expenditures
Certificated salaries
Classified salaries
Employee benefits
Books and supplies
Services and operating expenditures
Other outgo
Capital outlay
Debt service - principal
Debt service - interest and other
Total Expenditures
EXCESS OF REVENUES OVER/
(UNDER) EXPENDITURES
OTHER FINANCING SOURCES/(USES)
Operating transfers in
Operating transfers out
Other sources
Total Other Financing Sources/(Uses)
EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER/(UNDER)
EXPENDITURES AND OTHER USES
FUND BALANCE, BEGINNING OF YEAR
FUND BALANCE, END OF YEAR

General
Variance
Favorable
Budget Actual (Unfavorable)
$ 43,175,614 $ 44,090,329 $ 914,715
22,721,033 23,012,454 291,421
65,896,647 67,102,783 1,206,136
4,783,821 5,178,823 395,002
18,212,635 17,504,178 (708,457)
5,073,478 4,373,205 (700,273)
119,055 120,295 1,240
94,085,636 94,279,284 193,648
45,205,191 44 332,519 872,672
12,223,698 11,807,112 416,586
14,225,894 13,983,903 241,991
6,577,376 5,385,477 1,191,899
11,100,737 10,372,130 728,607
375,078 249,630 125,448
7,304,231 4,258,998 3,045,233
97,012,205 90,389,769 6,622,436
(2,926,569) 3,889,515 6,316,084
750,000 600,001 (149,999)
(993,355) (2,947,394) (1,954,039)
(243,355) (2,347,393) (2,104,038)
(3,169,924) 1,542,122 4,712,046
9,612,181 9,612,181
$ 6,442,257 $ 11,154,303 $ 4,712,046

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



Special Revenue

Debt Service

Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ 391,763 $ 405,429 $ 13,666
391,763 405,429 13,666
3,294,236 3,102,833 (191,403)
888,487 864,816 (23,671) $ 80,015 $ 80,015
2,737,711 2,732,024 (5,687) 4,485,448 4,485,448
7,312,197 7,105,102 (207,095) 4,565,463 4,565,463
827,108 799,621 27,487
2,070,220 2,034,782 35,438
956,801 910,009 46,792
2,245,286 2,104,721 140,565
387,333 355,341 31,992
548,087 542,331 5,756
461,945 453,733 8,212
1,145,000 1,145,000
3,183,795 3,183,795
7,496,780 7,200,538 296,242 4,328,795 4,328,795
(184,583) (95,436) 89,147 236,668 236,668
84,750 67,259 (17,491)
Ms ¢))
84,750 67,259 (17,491) (1) (1)
(99,833) (28,177) 71,656 236,668 236,667 (€9)
4,167,097 4,167,097 1,830,836 1,830,836
$ 4,067,264 § 4,138,920 $ 71,656 $§ 2,067,504 $§ 2,067,503 $ (1)
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

ALL GOVERNMENTAL FUND TYPES

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 1998

Capital Projects
Variance
Favorable
Budget Actual (Unfavorable)
REVENUES
Revenue Limit Sources
State apportionments
Local sources
Total Revenue Limit Sources
Federal revenues
Other state revenues
Other local revenues $ 2,975,210 $ 3,648,358 $ 673,148
Tuition and transfers
Total Revenues 2,975,210 3,648,358 673,148
EXPENDITURES
Current Expenditures
Certificated salaries
Classified salaries 402,442 404,721 (2,279)
Employee benefits 108,477 108,477
Books and supplies 72,825 55,107 17,718
Services and operating expenditures 991,992 980,865 11,127
Other outgo 24,341 26,897 (2,556)
Capital outlay 32,514,781 26,927,176 5,587,605
Debt service - principal
Debt service - interest and other
Total Expenditures 34,114,858 28,503,243 5,611,615
EXCESS OF REVENUES OVER/
-(UNDER) EXPENDITURES (31,139,648) (24,854,885) 6,284,763
OTHER FINANCING SOURCES/(USES)
Operating transfers in 22,227,441 23,731,636 1,504,195
Operating transfers out (22,068,836) (21,451,501) 617,335
Other sources 14,278,857 10,635,983 (3,642,874)
Total Other Financing Sources/(Uses) 14,437,462 12,916,118 (1,521,344)
EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER/(UNDER)
EXPENDITURES AND OTHER USES (16,702,186) (11,938,767) 4,763,419
FUND BALANCE, BEGINNING OF YEAR 28,046,324 28,046,324
FUND BALANCE, END OF YEAR $ 11,344,138 § 16,107,557 $ 4,763,419

The accompanying notes are an integral part of these financial statements.
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Total (Memorandum Only)

Variance
Favorable
Budget Actual (Unfavorable)
$ 43,567,377 $ 44,495,758 $ 928,381
22,721,033 23,012,454 291,421
66,288,410 67,508,212 1,219,802
8,078,057 8,281,656 203,599
19,181,137 18,449,009 (732,128)
15,271,847 15,239,035 (32,812)
119,055 120,295 1,240
108,938,506 109,598,207 659,701
46,032,299 45,132,140 900,159
14,696,360 14,246,615 449,745
15,291,172 15,002,389 288,783
8,895,487 7,545,305 1,350,182
12,480,062 11,708,336 771,726
947,506 818,858 128,648
40,280,957 31,639,907 8,641,050
1,145,000 1,145,000
3,183,795 3,183,795
142,952,638 130,422,345 12,530,293
(34,014,132)  (20,824,138) 13,189,994
23,062,191 24,398,896 1,336,705
(23,062,191)  (24,398,896)  (1,336,705)
14,278,857 10,635,983 (3,642,874)
14,278,857 10,635,983 (3,642,874)
(19,735,275)  (10,188,155) 9,547,120
43,656,437 43,656,438 1

$ 23,921,162 § 33,468,283 § 9,547,121
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1998

NOTE #1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Palm Springs Unified School District conform to generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board (GASB) and the American Institute of
Certified Public Accountants, (except that a complete historical cost record of fixed assets has not been
maintained). The Palm Springs Unified School District accounts for its financial transactions in accordance with
the policies and procedures of the California School Accounting Manual.

A. Financial Reporting Entity

The District includes all funds and account groups that are controlled by or dependent on the District's
governing board for financial reporting purposes. The District has considered all potential component units
in determining how to define the reporting entity using criteria set forth in generally accepted accounting
principles. The District determined that there are no potential component units that meet the criteria for
inclusion within the reporting entity.

B. Fund Accounting

The accounts of the District are organized on the basis of funds or account groups, each of which is
considered to be a separate accounting entity. The operations of each fund are accounted for with a separate
set of self-balancing accounts that comprise its assets, liabilities, fund balance, revenues, and expenditures (or
expenses)), as appropriate. District resources are allocated to and accounted for in individual funds based
upon the purpose for which they are to be spent and the means by which spending activities are controlled.
The District accounts are organized into fund types and account groups as follows:

Governmental Funds

e General Fund is the general operating fund of the District. It is used to account for all financial resources
except those required to be accounted for in another fund.

e Special Revenue Funds are used to account for specific revenue sources that are legally restricted to
expenditures for specific purposes.

e Debt Service Funds are used to account for the accumulation of resources for and the payment of general
long-term debt principal, interest, and related costs.

e Capital Projects Funds are used to account for the acquisition and/or construction of all major
governmental general fixed assets.

Fiduciary Funds

e Expendable Trust Funds are used to account for assets held by the District as trustee.
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1998

Account Group

e General Long-Term Debt Account Group is used to account for long-term liabilities expected to be
~ financed from governmental fund types.

C. 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.

Governmental funds are generally accounted for using the modified accrual basis of accounting. Their
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).

Fiduciary fund assets and liabilities are also accounted for on the modified accrual basis.

D. Budgets and Budgetary Accounting

The District’s governing board 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. It is this final
revised budget that is presented in these financial statements. The District employs budget control by minor
object and by individual appropriation accounts. Expenditures cannot legally exceed appropriations by major
object account. A public hearing must be conducted to receive comments prior to adoption. The District's
Board of Education satisfied these requirements.

E. Encumbrances

The District utilizes an encumbrance accounting system under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation. Encumbrances are liquidated when the commitments are paid and all outstanding
encumbrances were liquidated at June 30 since they do not constitute expenditures or liabilities.

F. Inventory of Supplies

Inventory is valued at cost utilizing the first in - first out (FIFO) method. Inventory in the applicable Funds
consists of expendable supplies held for consumption. The cost is recorded as an expenditure at the time
individual inventory items are withdrawn from the stores inventory for consumption. Reported inventories
are equally offset by a fund balance reserve which indicates that these amounts are not "available for
appropriation and expenditure" even though they are a component of net current assets.
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1998

G. Compensated Absences

Accumulated unpaid employee vacation benefits are recognized as liabilities of the District. The amount of
the liability expected to be paid from current resources is recognized at year end in the governmental fund
that will pay the benefit. (The noncurrent portion of the liability is recognized in the general long-term debt
account group.)

Accumulated sick leave benefits are not recognized as liabilities of the District. The District's policy is to
record sick leave as an operating expense in the period taken since such benefits do not vest nor is payment
probable. However, unused sick leave is added to the creditable service period for calculation of retirement
benefits when the employee retires if the employee was hired prior to July 1, 1980.

H. Fund Balance Reserves and Designations

Reservations of the ending fund balance indicate the portions of fund balance not available for appropriation
or amounts legally segregated for a specific future use.

Designations of the ending fund balance indicate tentative plans for financial resource utilization in a future
period.

L. Property Tax

Secured property taxes attach as an enforceable lien on property as of March 1. Taxes are payable in two
installments on November 15 and March 15. Unsecured property taxes are payable in one installment on or
before August 31. The County of Riverside bills and collects the taxes for the District. Tax revenues are
recognized by the District when received.

J. Deferred Revenue

Deferred revenue arises when a potential revenue does not meet both the "measurable” and "available"
criteria for recognition in the current period or when resources are received by the District prior to the
incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met
or when the District has a legal claim to the resources, the liability for deferred revenue is removed from the
combined balance sheet and revenue is recognized.

K. 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 expenses during the reporting period. Actual results could differ from those estimates.
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1998

L. Total (Memorandum Only) Columns on Combined Statements
The District has presented these column totals only to satisfy various reporting requirements. This
information shall take into consideration that it does not represent consolidated financial information.
NOTE #2 - CASH

Cash at June 30, 1998, is presented below, categorized separately to give an indication of the level of risk
assessment with each deposit:

Bank Balance -
Category * Carrying
1 2 3 Total Amount
Categorized
Deposits
Cash on hand and in banks $ 248,000 § 919,243 $1,167,243 § 1,102,059
Cash in revolving fund 53,030 53,030 53,030
Total Deposits $ 301,030 $ 0 $ 919243 § 1,220,273_ $ 1,155,089

*These categories are as follows:
Category 1: Insured or collateralized with securities held by the District or by its agent in the District's name.

Category 2:  Collateralized with securities held by the pledging financial institution's trust department or agent
in the District's name. :

Category 3: Uncollateralized. This includes any bank balance that is collateralized with securities held by the
pledging financial institution, or by its trust department or agent but not in the District's name.
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1998

B. Operating Transfers

Interfund transfers consist of operating transfers from funds receiving revenue to funds through which the
resources are to be expended. Interfund transfers for the year ended June 30, 1998, are as follows:

The General fund transferred to the Child Development fund $ 67,259
The General fund transferred to the State School Building fund 183,246
The General fund transferred to the Special Reserve Capital Projects fund 2,696,889
The Debt Service fund transferred to the General fund 1
The Capital Facilities fund transferred to the State School Building fund 7,219
The State School Building fund transferred to the State School Building fund 33,741
The Special Reserve (Non-Capital) fund transferred to the General fund 600,000
The Building fund transferred to the State School Building fund 20,810,541

Total $24,398,896

NOTE #6 - ACCOUNTS PAYABLE

Accounts payable at June 30, 1998, consist of the following:

Special Capital Expendable
General Revenue Projects Trust Total
Accrued salary and benefits $ 945066 $ 19,670 $ 2,696 $ 967,432
Other 2,225,916 104,227 5,390,000 $ 33,044 7,753,277
Total $3,170,982 § 123,897 $ 5,392,786 $ 33,044 $8,720,709

NOTE #7 - DEFERRED REVENUE

Deferred revenue at June 30, 1998, consists of the following:

General
Federal financial assistance $ 238,226
State categorical aid 1,052,871
Other local 54,158
Total $1,345,255
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NOTE #8 - FUND BALANCES

Fund balances are composed of the following elements:

Reserved
Revolving cash
Stores inventory
Restricted programs
Total Reserved
Unreserved
Designated
Economic uncertainties
Other designations
Undesignated
Total Unreserved
Total

Special Debt Capital
General Revenue Service Projects
$ 50,000 $ 3,030
275,458 89,728
795,115
1,120,573 92,758
4,257,711 221,242
5,776,019 3,824,920 $ 16,107,556
$ 2,067,503
10,033,730 4,046,162 16,107,556
$ 11,154,303 $4,138920 $ 2,067,503 § 16,107,556
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PALM SPRINGS UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1998

NOTE #9 - GENERAL LONG-TERM DEBT

A. Long-term Debt Summary

A schedule of changes in long-term debt for the year ended June 30, 1998, is shown below:

Balance
Beginning  Additions and Balance

of Year Adjustments ~ Deductions  End of Year
General obligation bonds $48,950,000 $ 10,000,000 $ 1,145,000 $ 57,805,000
Accumulated vacation - net 360,872 51,839 412,711
Postemployment benefits 335,181 32,306 302,875
State school building match 725,535 725,535
Capital leases 356,368 118,466 237,902

$50,002,421 § 10,777,374 $ 1,295,772 59,484,023

Amount currently available and reserved
for retirement of general long-term debt

Bond interest and redemption 2,067,503
Amount to be provided for retirement of
general long-term debt $ 57,416,520

B. Bonded Debt

The outstanding general obligation bonded debt is as follows:

Bonds
Outstanding Bonds
Issue Maturity Interest Original Beginning Outstanding
Date Date Rate Issue of Year Redeemed End of Year
3-1-93 3-1-18 7.75 $ 5,000,000 $ 4,895,000 $ 45,000 $ 4,850,000
5-1-94 5-1-19 5.85-6.1 10,000,000 9,535,000 245,000 9,290,000
5-15-95 2-1-20 5.90-6.13 20,000,000 19,630,000 390,000 19,240,000
6-1-96 2-1-21 5.0-8.0 15,000,000 14,890,000 285,000 14,605,000
7-15-97 2-1-22 5.0 10,000,000 10,000,000 180,000 9,820,000

$ 48,950,000 $ 965,000 $ 57,805,000
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NOTES TO FINANCIAL STATEMENTS
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Debt Service Requirements to Maturity

Interest to
Fiscal Year Principal Maturity Total
1999 $ 1,220,000 $ 3,358,166 $ 4,578,166
2000 1,295,000 3,275,736 4,570,736
2001 1,380,000 3,188,221 4,568,221
2002 1,475,000 3,095,266 4,570,266
- 2003 1,570,000 3,006,274 4,576,274
Thereafter 50,865,000 36,469,756 87,334,756

$ 57,805,000 $52,393,419 $110,198,419

C. Accumulated Unpaid Employee Vacation

The long-term portion of accumulated unpaid employee vacation for the District at June 30, 1998, amounted
{ to $412,711.

D. Postemployment Benefits

The District provides postemployment health care benefits, in accordance with District employment
contracts, to all employees who retire from the District on or after attaining age 55 with at least 10 years of
service. Currently, 25 employees meet those eligibility requirements. Expenditures for postemployment
benefits are recognized on a pay-as-you-go basis, as retirees’ premiums are paid. During the year,
expenditures of $163,923 were recognized for retirees' health care benefits.

The approximate accumulated future liability for the District at June 30, 1998, amounts to $302,875. This

amount was calculated based upon the number of retirees receiving benefits multiplied by the yearly district
payment per employee in affect at June 30, 1998, multiplied by the number of years of payments remaining.

E. Capital Leases

The District's liability on lease agreements with options to purchase are summarized below:

Vans Equipment Total
Balance, Beginning of Year $ 376 $ 414,428 $ 414,804
Payments (376) (136,285) (136,661)
Balance, End of Year : $ 278,143 $§ 278,143

I.16



PALM SPRINGS UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1998

The capital leases have minimum lease payments as follows:

Year Ending Lease
June 30, Payment

1999 : $ 136,285
2000 136,285
2001 5,573

Total T 278,143

Less: Amount Representing Interest (40,241)

Present Value of Minimum Lease Payments $ 237,902

F. State School Building Match

The District has agreed with the Office of Public School Construction (OPSC) that the District’s state school
building funds owe an additional $725,535 to the State for match requirements. The District has reached an
agreement with the State that these funds will be withheld from funding for future state school building
projects.

NOTE #10 - EMPLOYEE RETIREMENT SYSTEMS

A. Description of Plans

Qualified employees are covered under multiple-employer contributory retirement plans maintained by
agencies of the State of California. Certificated employees are members of the State Teachers' Retirement
System (STRS) and classified employees are members of the Public Employees' Retirement System (PERS).

STRS

The District contributes to the California State Teachers’ Retirement System (STRS), a cost-sharing multiple-
employer public employee retirement system defined benefit pension plan administered by STRS. The plan
provides retirement and disability benefits and survivor benefits to beneficiaries. Benefit provisions are
established by State statutes, as legislatively amended, within the State Teachers’ Retirement Law. STRS
issues a separate comprehensive annual financial report that includes financial statements and required
supplementary information. Copies of the STRS annual financial report may be obtained from STRS, 7667
Folsum Boulevard, Sacramento, CA 95826.
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PERS

The District contributes to the School Employer Pool under the California Public Employees’ Retirement
System (CalPERS), a cost-sharing multiple-employer public employee retirement system defined benefit
pension plan administered by CalPERS. The plan provides retirement and disability benefits, annual cost-of-
living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established
by State statutes, as legislatively amended, within the Public Employees’ Retirement Laws. CalPERS issues
a separate comprehensive annual financial report that includes financial statements and required
supplementary information. Copies of the CalPERS’ annual financial report may be obtained from the
CalPERS Executive Office, 400 P Street, Sacramento, CA 95814.

B. Funding Policy
STRS

Active plan members are required to contribute 8.0% of their salary and the District is required to contribute
an actuarially determined rate. The actuarial methods and assumptions used for determining the rate are
those adopted by STRS Teachers’ Retirement Board. The required employer contribution rate for fiscal
1997-98 was 8.25% of annual payroll. The contribution requirements of the plan members are established by
State statute. The District’s contributions to STRS for the fiscal year ending June 30, 1998, 1997, and 1996
were $3,401,744, $2,992,920, and $2,704,606, respectively, and equal 100% of the required contributions for
each year.

PERS

Active plan members are required to contribute 7.0% of their salary (7% of monthly salary over $133.33 if
the member participates in Social Security) and the District is required to contribute an actuarially determined
rate. The actuarial methods and assumptions used for determining the rate are those adopted by the CalPERS
Board of Administration. The required employer contribution rate for fiscal 1997-98 was 6.172% of annual
payroll (decreasing to 6.033% of pay under a special funding situation effective with the January 1998
payroll period due to the State’s direct reimbursement to CalPERS of the cost for certain legislated benefit
increases in the plan). The contribution requirements of the plan members are established by State statute.
The District’s contributions to CalPERS for the fiscal year ending June 30, 1998, 1997, and 1996 were
$783,142, $887,720, and $821,478, respectively, and equal 100% of the required contributions for each year.
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C. On Behalf Payments

The State of California makes contributions to STRS and PERS on behalf of the District. These payments
consist of State General Fund contributions to STRS in the amount of $2,803,861 (7.017 percent of salaries
subject to STRS) and mandated costs for STRS and PERS benefits in the amount of $171,118 (0.415 percent
of salaries subject to STRS) and $11,952 (.093 percent of salaries subject to PERS). Under generally
accepted accounting principles, these amounts are to be reported as revenues and expenditures, however,
guidance received from the California Department of Education advises local educational agencies not to
record these amounts in the Annual Financial and Budget Report (J-200). These amounts also have not been
recorded in these financial statements.

NOTE #11 - RISK MANAGEMENT - CLAIMS

A. Description

The District’s risk management activities are recorded in the General fund. Employee life, health, and
disability programs are administered by the General Fund through the purchase of commercial insurance.
Refer to Note #13 for additional information regarding the JPAs.

For insured programs, there have been no significant reductions in insurance coverage. Settlement amounts
have not exceeded insurance coverage for the current year or the three prior years.

NOTE #12 - COMMITMENTS AND CONTINGENCIES
A. Litigation

The District is involved in various litigation. In the opinion of management (and legal counsel), the
disposition of all litigation pending will not have a material effect on the District's financial statements.

B. Sick Leave

Sick leave is accumulated without limit for each employee at the rate of one day for each month worked.
Leave with pay is provided when employees are absent for health reasons; however, the employees do not
gain a vested right to accumulated sick leave. Employees, therefore, are never paid for any sick leave balance
at termination of employment or any other time. Therefore, not appropriate to accrue the value of
accumulated sick leave is not recognized in the District’s financial statements.
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C. State and Federal Allowances, Awards and Grants

The District has received State and Federal funds for specific purposes that are subject to review and audit by
the grantor agencies. Although such audits could generate expenditure disallowances under terms of the
grants, in the opinion of management any required reimbursements will not be material.

D. Construction Commitments

As of June 30, 1998, the District had the following commitments with respect to the unfinished capital
projects:

Remaining Expected
Construction Date of

CAPITAL PROJECT Commitment  Completion
Two Bunch Palms Elementary $ 3,511,460 12/01/98
Two Bunch Palms Elementary 283,700 12/01/98
Desert Hot Springs High School 9,244,142 04/01/99
Service Center 861,111 01/01/99

E. State School Building Match

The District has amounts set up as accounts receivable in the State School Building Funds for projects that
have not been approved for State funding. These projects within the State School Building Fund have been
approved as state school building projects, but have not been approved for state school building funding.
The District believes that with the passage of the most recent state school building bond on November 3,
1998 that these projects will be approved for State funding.

In addition the Office of Public School Construction (OPSC) has provided the District with Exhibit A’s for
several of the completed state school building projects. (This is the form prepared by OPSC to summarize the
financial status of each project.) As of June 30, 1998 the District was in the process of submitting additional
documentation for approximately $700,000 of costs questioned by OPSC. The ultimate outcome of the
eligibility for these costs is unknown as of the audit date. As of the audit date there are also several projects
for which the Exhibit A has not been received.

As discussed above, the District is currently involved various construction and modernization projects
funded through the State School Building program. All projects, both ongoing and completed projects, are
subject to future audit by the State. These audits may result in adjustments to the State School Building
Funds that cannot be determined at this time.
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NOTE #13 - PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWERS AUTHORITIES

The District is a member of the Desert School's Self-Insurance Program for Employees (DSSIPE), Riverside
School's Insurance Authority (RSIA), and Riverside Employer/Employee's Partnership for Benefits (REEP)
public entity risk pools. The District pays an annual premium to each entity for its health, workers'
compensation, and property liability coverage. The relationships between the District, the pools and the JPA's
are such that they are not component units of the District for financial reporting purposes.

These entities have budgeting and financial reporting requirements independent of member units and their

financial statements are not presented in these financial statements; however, fund transactions between the
entities and the District are included in these statements.
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C. Participants

D. verning Boar
Audited Fi ial Info
Assets
Liabilities
Fund Equity
Revenues
Expenses

Gain on investment

Net Increase in Fund Equity

* Most recent information available.

DSSIPE

Operating and
maintaining a
fully insured
program for,
but not limited
to, worker's
compensation.

School districts
within the
Coachella
Valley Desert
area.

Elected board
by the
participating
district's
governing
boards.

ation Follow

June 30, 1997*

RSIA

Property and
liability
coverage.

School districts
participating
within the
desert area.

Representative
from each
member
district.

June 30, 1997*

REEP

Health, life,
and vision
insurance
coverage.

Certain
Riverside
County school
districts.

Representative
from each
member
district.

June 30, 1997*

$ 5,992,042

§ 8,932,523

$ 11,955,477

(3,507,435) (4,129,821) (2,115,110)

$ 2,484,607 § 4,802,702 $ 9,840,367

T 724,152 5244827 20,206,862

(1,994,317) (5,061,496)  (18,599,770)
35,335

$ (1,234,830)
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