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MULTI-YEAR FINANCIAL PROJECTIONS/RESERVES - The district is projecting to meet the
2009-10 minimum state reserves of 3%. However, the district is not projecting to meet the minimum
state reserve standard of 3% in 2010-11 or in 2011-12. The district’s ending fund balance in 2010-11
is projected as negative $6,793,150 and in 2011-12 is projected as negative $22,984,020. In order to
meet the minimum state reserves of 3%, the district will need a minimum of $11,977,043 in ongoing
reductions within the 2010-11 fiscal year, and another $16,282,696 in total reduction in fiscal year
2011-12. As noted earlier, if the district’s actual P2 ADA comes in lower than projected, the district
will need to make further reductions in the two future years. The district’s Governing Board will
need to adopt a fiscal action plan in order to meet the required reserve, reduce deficit spending in all
future fiscal years, and remain fiscally solvent.

LONG TERM DEBT - The Second Interim Financial Report includes non-voter approved long-term
debt of $108,594,202 which constitutes 71.11% of the district’s projected general fund budget.
However, the districts 2008-09 General Long Term Debt schedule indicates that the amount is
$110,632,940, which constitutes 72.44% of the district’s projected general fund budget. The debt
repayment is budgeted in the General, Capital Facilities, Special Reserve Fund for Capital Outlay
Projects, and Debt Service Funds. It was also noted that the district has not budgeted or recorded the
activities of those debt funds that are being handled by their fiscal agent. It is recommended that
these activities be recorded and submitted with the end of the year projections. The district should
closely monitor the revenue stream of these funds to ensure that adequate revenues are received to
provide for the current debt repayment schedule for principal and interest payments, and take
appropriate action should revenues not materialize as anticipated. . It is recommended that a
district with a debt ratio greater than 25% increase its minimum unrestricted reserve levels to
twice the state standard to ensure funds will be available to meet the repayment obligations.
Any district with a debt ratio exceeding 25% must also complete the Form MYP-O for the fund that
includes the debt repayment, so our office can analyze if available ongoing revenues are sufficient.

Our office did not receive Form MYP-O for Fund 25, 40, or 56. Please submit as part of the
End of Year (Third Interim) Financial report submission.

OTHER FUNDS - The district has indicated that the Cafeteria Fund will be repaying the Capital
Facilities Fund (25) for a cafeteria building that was fronted with capital facilities fund. The
repayment has not been budgeted in the Cafeteria Fund, but the revenue has been budgeted in the
Capital Facilities Fund. This also needs to be revised with the End of the Year Projection Report.

CHARTER SCHOOLS - As the chartering authority of the La Verne Elementary Preparatory
Academy, Mirus Secondary, Summit Leadership Academy, Crosswalk, Pathways to College, and
Encore High School for the Performing and Visual Arts Charter Schools, Education Code Section
47604.32 requires that “...each charter school under its authority complies with all reports required
of charter schools by law and use these reports to monitor the fiscal condition”. The 2009-10 Second
Interim Financial Report for each of the Charter Schools was submitted to the district. Our review
noted that the district did submit a fiscal review analysis document and copies of correspondence to
the charter reflecting the district’s oversight review of each of the charter’s Second Interim Financial
Report documents. As noted by the district, each of the Charter Schools was given a positive
certification, except Encore High School for the Performing and Visual Arts Charter. Due to
incorrect information reported in the Encore’s Second Interim Financial Report, the district has
indicated that the charter school’s fund balance is actually negative in all three years. The district is
requiring the charter school to submit an end of the year projection with approved reductions to bring
the charter school back to a solvent position.
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Our office recommends that the district continue to be proactive by developing contingency plans
in response to the current state economy and potential for ongoing state budget reductions in the
Governor’s May Revise Budget proposals for the balance of fiscal years 2009-10 and 2010-11.

If you have any questions concerning our review of the district’s 2009-10 Second Interim Financial Report,
please contact the undersigned.

Sincerely,

%1 o M‘p
CynndHinkle, Advisor
Business Advisory Services

(909) 777-0745

J:\Financial Reporting\2009-10\2nd Interim letters\Hesperia- Qualified.doc
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Gary S. Thomas, Ed.D., Superintendent

San Bernardmo County Superintendent of Schools

April 15, 2010

Mr. Mark McKinney, Superintendent . Bl
Hesperia Unified School District i i
15576 Main Street '
Hesperia, CA 92345-3643

Dear Mr. McKinney,

California Education Code section 1240 requires that I visit all deciles 1-3 schools (Williams
monitored schools currently based on the 2006 Academic Performance Index [API]) identified in
our county and report to you the results of my findings on a quarterly basis. Commencing with
2008/09, Education Code section 52055.740 (4) requires that my visits include Quality Education
Investment Act schools (even if they are not currently identified as Williams monitored schools)
as they are subject to meeting all of the Williams Settlement requirements.

The instructional materials sufficiency reviews, facilities inspections, School Accountability
Report Card (SARC) reviews, and California High School Exit Examination (CAHSEE) site
validation reviews (as appropriate) were conducted during the first quarter of the 2009/10 school
year and the findings were reported to you in October 2009. The annual teacher assignment
monitor and review process began November 30, 2009 and concludes by report to the California
Commission on Teacher Credentialing on July 1, 2010. The final teacher assignment information
will be provided in the fourth quarterly report.

In summary, there are no findings to report in the following areas:

1. Instructional Materials
2. School Facilities

3. SARC

4. Teacher Assignment

In summary, my findings were as follows:

5. CAHSEE Intensive Instruction and Services (as appropriate)
The 2009/10 Valenzuela Documentation review was conducted to determine the
extent to which pupils who have not passed the CAHSEE by the end of grade 12
are informed of their eligibility to receive CAHSEE intensive instruction and
services for up to two consecutive years after grade 12, and the extent to which
pupils who have elected to receive services are being served for the Classes of

2008 and 2009.

County Superintendent’s Office
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Through our review, we have determined your district to be in compliance with
the terms of the Valenzuela Settlement Legislation.

This report serves as your district’s third quarterly report for the 2009/10 school year. Please
agendize this report for your next regularly scheduled Board meeting.

It has been a pleasure to work in partnership with you and the staff of the Hesperia Unified
School District.

Sincerely,

County Superintendent

cc: Mr. A. Hardy Black, Board President
Mr. Darrel Nickolaisen, Williams Liaison
Mr. Theodore Alejandre, SBCSS Assistant Superintendent, Business Services
Mr. Dennis Mobley, SBCSS Governance Liaison
Mr. James Kruk, SBCSS Williams Settlement Manager
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Regular Meeting
May 3, 2010

15.  BOARD MEMBER’S REPORT
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Regular Meeting
May 3, 2010

16.  ITEMS FOR FUTURE BOARD MEETINGS
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