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Certified Public Accountants

VALUE THE

INDEPENDENT AUDITOR'S REPORT

Governing Board
Perris Union High School District
Perris, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Perris Union High School District (the District) as of and for the year
ended June 30, 2018, and the related notes to the financial statements, which collectively comprise the District's
basic financial statements as listed in the table of contents.

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; and the 2017-2018 Guide for Annual Audits of K-12 Local Education Agencies and State
Compliance Reporting, issued by the California Education Audit Appeals Panel as regulations. 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 District'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 District'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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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of the Perris Union High School District, as of June 30, 2018, and the respective changes in financial for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter - Change in Accounting Principles

As discussed in Note 1 and 16 to the financial statements, in 2018, the District adopted new accounting guidance,
GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 5 through 14, budgetary comparison schedule on page 69, schedule of the
District's proportionate share of the net OPEB liability - MPP program on page 70, schedule of the District's
proportionate share of the net pension liability on page 71, and the schedule of District contributions on page 72,
be presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Perris Union High School District's basic financial statements. The accompanying supplementary
information such as the combining and individual nonmajor fund financial statements and Schedule of
Expenditures of Federal Awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance) and the other supplementary information as listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The accompanying supplementary information 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 accompanying 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 November 28, 2018, on
our consideration of the Perris Union 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 solely 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 effectiveness of Perris Union
School District's 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 Perris Union School District's
internal control over financial reporting and compliance.

VDV(IDCK, T.fmﬂ ijf Co- LLP

Rancho Cucamonga, California
November 28, 2018
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This section of Perris Union High School District's (the District) (2017-2018) annual financial report presents our
discussion and analysis of the District's financial performance during the fiscal year that ended on June 30, 2018,
with comparative information from 2017. Please read it in conjunction with the District's financial statements,
which immediately follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS
The Financial Statements

The financial statements presented herein include all of the activities of the District and its component units using
the integrated approach as prescribed by Governmental Accounting Standards Board (GASB) Statement No. 34.

The Government-Wide Financial Statements present the financial picture of the District from the economic
resources measurement focus using the accrual basis of accounting. These statements include all assets of the
District, as well as all liabilities (including long-term obligations). Additionally, certain eliminations have
occurred as prescribed by the statements in regards to interfund activity, payables, and receivables.

The Fund Financial Statements include statements for each of the two categories of activities: governmental and
fiduciary.

The Governmental Funds are prepared using the current financial resources measurement focus and modified
accrual basis of accounting.

The Fiduciary Funds are prepared using the economic resources measurement focus and the accrual basis of
accounting.

The Primary unit of the government is the Perris Union High School District.
FINANCIAL HIGHLIGHTS OF THE PAST YEAR

With the Local Control Funding Formula or LCFF, the District is given flexibility to make funding decisions that
provide the most impact and be most beneficial for our students. Here at Perris Union High School District
(PUHSD), we embraced the opportunity for local control and are providing a vast array of innovative programs
and opportunities for our students. With this local control comes accountability, the District's Local Control
Accountability Plan, or LCAP goals are:

e Goal #1: All students will attain proficiency in English Language Arts and mathematics.

e Goal #2: All students will graduate from high school prepared for postsecondary and career options or
obtain a certificate of high school completion.

Board of Trustees: Dr. Jose Luis Araux - Edward Garcia - David G. Nelissen - Anthony T. Stafford, Sr. - Carolyn A. Twyman
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e Goal #3: All departments and sites will provide a safe and positive learning environment for all students
and staff.

e Goal #4: Secure and strengthen home-school-community connections and communications.

It is with these goals in mind that our District developed new and innovative programs and opportunities for our
students that guide spending.

During 2017-18 school year, the District has continued to focus on student engagement and course offerings to
increase student attendance. The continued focus on Science, Technology, Engineering, Arts and Math (STEAM)
has resulted in higher student test scores and graduation rates. In addition to its ongoing efforts in the
maintenance and repair of existing facilities, the District continued its aggressive facilities acquisition,
construction, and modernization programs. During the 2017-18 school year, construction was completed on the
Perris High School Phase 2B and Agricultural Facility Phase 2 Projects. These new facilities includes a Student
Union and an expanded kitchen facility along with new engineering and shop classrooms that provide
instructional opportunities for students to participate in and be part of a robust Robotics, Agricultural Mechanical,
Engineering and Auto Mechanics program. These expanded programs provide a hands on experience for students
as the new facilities include shop and lab areas for student use and instruction. These shop areas include a vehicle
lift, tire balancer and tire changer along with appropriate power and ventilation equipment to ensure students get
the opportunity to experience project based learning. Also part of the newly opened Phase 2 Project at Perris High
School is the new Agricultural Phase 2 Facility. This facility includes classrooms, science labs, a floral shop with
floral coolers for student use as well as a large lecture room and leadership room for student leaders to use. The
new Agricultural Phase 2 Facility provides the agricultural program at Perris High School with modern
instructional facilities that expand the opportunities offered to students in the Agriculture Program. In addition to
the Perris High School Projects, the District continues planning for the Perris High School Completion Phase
Project at Perris High School, which will include a new Administration, Theater and Athletics buildings. During
the 2017-18 year, planning and design preparation were under way for a new gymnasium at the California
Military Institute and a 10 classroom building and athletic facilities additions at Paloma Valley.

REPORTING THE DISTRICT AS A WHOLE
The Statement of Net Position and the Statement of Activities

The Statement of Net Position and the Statement of Activities report information about the District as a whole and
about its activities. These statements include all assets and liabilities of the District using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of the current year's
revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the District's net position and changes in them. Net position is the difference
between assets and deferred outflows of resources, and liabilities and deferred inflows of resources, which is one
way to measure the District's financial health, or financial position. Over time, increases or decreases in the
District's net position will serve as a useful indicator of whether the financial position of the District is improving
or deteriorating. Other factors to consider are changes in the District's property tax base and the condition of the
District's facilities.

The relationship between revenues and expenses is the District's operating results. Since the governing board's
responsibility is to provide services to our students and not to generate profit as commercial entities do, one must
consider other factors when evaluating the overall health of the District. The quality of the education and the
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safety of our schools will likely be an important component in this evaluation.
In the Statement of Net Position and the Statement of Activities, we present the District activities as follows:

Governmental Activities - The District reports all of its services in this category. This includes the education of
seventh through twelfth grade students, adult education students, the operation of a community day school
program, two charter schools, and the on-going effort to expand, improve, and maintain buildings and sites.
Property taxes, State income taxes, user fees, interest income, Federal, State, and local grants, as well as general
obligation bonds, finance these activities.

REPORTING THE DISTRICT'S MOST SIGNIFICANT FUNDS
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds - not the District as a
whole. Some funds are required to be established by State law and by bond covenants. However, management
establishes many other funds to help it control and manage money for particular purposes or to show that it is
meeting legal responsibilities for using certain taxes, grants, and other money that it receives from the
U.S. Department of Education.

Governmental Funds - All of the District's basic services are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end that are available for spending.
These funds are reported using an accounting method called modified accrual accounting, which measures cash
and all other financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the District's general government operations and the basic services it provides.
Governmental fund information helps determine whether there are more or fewer financial resources that can be
spent in the near future to finance the District's programs. The differences of results in the governmental fund
financial statements to those in the government-wide financial statements are explained in a reconciliation
following each governmental fund financial statement.

THE DISTRICT AS A TRUSTEE
Reporting the District's Fiduciary Responsibilities

The District is the trustee, or fiduciary, for funds held on behalf of others, such as funds for Special Tax Bonds
and associated student body activities. The District's fiduciary activities are reported in the Fiduciary Funds -
Statements of Net Position. We exclude these activities from the District's other financial statements because the
District cannot use these assets to finance its operations. The District is responsible for ensuring that the assets
reported in these funds are used for their intended purposes.
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THE DISTRICT AS A WHOLE
Net Position

The District's net position was $149,150,963 for the fiscal year ended June 30,2018. Of this amount,
($91,109,753) was unrestricted deficit. Restricted net position is reported separately to show legal constraints
from debt covenants and enabling legislation that limit the Governing board's ability to use net position for day-
to-day operations. Our analysis below, in summary form, focuses on the net position (Table 1) and change in net
position (Table 2) of the District's governmental activities.

Table 1
Governmental Activities
(As Restated)
2018 2017
Assets
Current and other assets $ 73,446,279 $ 88,090,794
Capital assets 312,160,368 298,962,468
Total Assets 385,606,647 387,053,262
Deferred Outflows of Resources 40,366,055 28,587,395
Liabilities
Current liabilities 8,763,014 11,632,550
Long-term obligations (includes current portion) 140,810,256 144,703,927
Net pension liability 120,179,737 106,444,298
Total Liabilities 269,753,007 262,780,775
Deferred Inflows of Resources 7,068,732 2,756,899
Net Position
Net investment in capital assets 210,549,097 194,606,607
Restricted 29,711,619 48,215,699
Unrestricted (Deficit) (91,109,753) (92,719,323)

Total Net Position $ 149,150,963 $ 150,102,983

The ($91,109,753) in unrestricted deficit of governmental activities represents the accumulated results of all past
years' operations.
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Changes in Net Position
The results of this year's operations for the District as a whole are reported in the Statement of Activities on
page 16. Table 2 takes the information from the Statement, rounds off the numbers, and rearranges them slightly
S0 you can see our total revenues for the year.

Table 2

Governmental Activities

2018 2017
Revenues

Program revenues:
Charges for services $ 2,043,863 $ 2,505,301
Operating grants and contributions 19,541,852 20,967,998
Capital grants and contributions 105,038 87,596

General revenues:
Federal and State aid, not restricted 83,700,584 82,168,348
Property taxes 38,318,131 36,405,092
Other general revenues 10,510,856 8,315,380
Total Revenues 154,220,324 150,449,715

Expenses

Instruction 87,545,325 83,431,091
Instruction-related 15,087,166 14,007,322
Pupil services 19,535,664 19,155,606
Administration 9,044,704 8,772,618
Maintenance and operations 13,546,232 12,515,571
Other outgo 10,413,253 8,852,303
Total Expenses 155,172,344 146,734,511
Change in Net Position $ (952,020) $ 3,715,204
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Governmental Activities

As reported in the Statement of Activities on page 16, the cost of all of our governmental activities this year was
$155,172,344. However, the amount that our taxpayers ultimately financed for these activities through local taxes
was only $38,318,131. The remaining cost was paid by those who benefited from the programs; $2,043,863, or
by other governments and organizations who subsidized certain programs with $19,646,890 in grants and
contributions. We paid for the remaining "public benefit" portion of our governmental activities with
$83,700,584 in State funds, and with $10,510,856 in other revenues, like interest and general entitlements.

In Table 3, we have presented the cost of each of the District's largest functions: instruction and instruction-
related, pupil services, administration, maintenance and operations, and other outgo. As discussed above, net cost
shows the financial burden that was placed on the District's taxpayers by each of these functions. Providing this
information allows our citizens to consider the cost of each function in comparison to the benefits they believe are
provided by that function.

Table 3
Total Cost of Services Net Cost of Services
2018 2017 2018 2017
Instruction and instruction-related $ 102,632,491 $ 97,438,413 $ 90,079,970 $ 84,433,716
Pupil services 19,535,664 19,155,606 13,815,058 13,511,697
Administration 9,044,704 8,772,618 8,170,809 7,545,584
Maintenance and operations 13,546,232 12,515,571 13,460,722 11,359,006
Other outgo 10,413,253 8,852,303 7,955,032 6,323,613
Total $ 155,172,344  $ 146,734,511 $ 133,481,591  $ 123,173,616
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THE DISTRICT'S FUNDS

As the District completed this year, our governmental funds reported a combined fund balance of $66,059,322
which is a decrease of $11,805,998, from last year (Table 4).

Table 4
Balances and Activity

July 1, 2017 Revenues Expenditures June 30, 2018
General Fund $ 14,479,514  $ 120,060,192 $122,179,912 $ 12,359,794
Charter School Fund 2,427,546 11,476,825 11,198,553 2,705,818
Building Fund 16,044,941 180,840 5,409,344 10,816,437
Capital Facilities Fund 7,705,852 2,248,196 2,550,679 7,403,369

Capital Projects Fund for Blended
Component Units 9,136,203 4,299,013 1,268,379 12,166,837
Bond Interest and Redemption Fund 10,856,891 9,493,241 8,513,293 11,836,839
Non-Major Governmental Funds 17,214,373 6,652,277 15,096,422 8,770,228
Total $ 77,865,320 $ 154,410,584 $ 166,216,582 $ 66,059,322

The primary reasons for the increases and decreases to the District's' fund balances are:

1. As the District’s principal operating fund, the General Fund is comprised of unrestricted as well as
restricted dollars. The fund balance in the General Fund decreased by $2,119,720. The net decrease is
primarily due to both restricted and unrestricted resources balances that were carried over from 2016-
2017 school year, and were spent in 2017-18 as planned.

2. The Charter School Fund balance increased by $278,272. The net increase is primarily due to receiving
unexpected prior year apportionments for Prop. 39 funding.

3. The Capital Facilities Fund and the Building Fund decreased by $5,530,987 collectively due to multi-year
facilities projects.
General Fund Budgetary Highlights
Over the course of the year, the District revises its budget as it attempts to manage unexpected changes in

revenues and expenditures. A schedule showing the District's original and final budget amounts compared with
amounts actually paid and received is provided in our audit report on page 69.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2018, the District had $312,160,368 in a broad range of capital assets (net of depreciation), including
land, buildings, and furniture and equipment. This amount represents a net increase (including additions,

deductions, and depreciation) of $13,197,900 or 4.41 percent, from last year (Table 5).

Table 5
Governmental Activities
2018 2017
Land and construction in progress $ 53,561,859 $ 63,008,713
Buildings and improvements, net of depreciation 256,657,793 233,922,657
Furniture and equipment, net of depreciation 1,940,716 2,031,098
Total $ 312,160,368 $ 298,962,468

This year's increase of $13,197,900 is primarily a result of facilities improvement projects, including new
construction and modernization projects. We present more detailed information about our capital assets in Note 5

to the financial statements.

Long-Term Obligations

At the end of this year, the District had $140,810,256 in long-term obligations outstanding versus $144,703,927

last year, a decrease of $3,893,671 or 2.69 percent. These long-term obligations consisted of:

Table 6
Governmental Activities
(As Restated)

2018 2017
General obligation bonds $ 126,112,537 $ 129,174,684
Certificates of participation 6,075,000 6,420,000
Qualified school construction bonds 1,336,654 1,457,084
Qualified zone academy bonds (QZAB) 5,000,000 5,000,000
Capital lease obligations 522,537 688,290
Net other postemployment benefits (OPEB) liability 701,451 803,440
Compensated absences 592,077 400,214
Supplemental employee retirement plan - 172,715
Choice 2000 settlement agreement 470,000 587,500
Total $ 140,810,256 $ 144,703,927

General obligation bonds, capital lease obligations, qualified school construction bonds, and certificates of
participation obligations decreased by the required annual principal payment. Other obligations include

12
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accumulated vacation payable, net OPEB liability, and Choice 2000 settlement agreement. We present more
detailed information regarding our long-term obligations in Note 9 of the financial statements.

Net Pension Liability (NPL)

At year-end, the District has a pension liability of $120,179,737 as a result of implementing GASB Statement
No. 68.

SIGNIFICANT ACCOMPLISHMENTS OF FISCAL YEAR 2017-2018

With the continuation of a seven-period day in the 2017-2018 school year, the District has continued to focus on
High School Graduation and College and Career preparedness by increasing the amount of rigorous college
preparatory courses offered and creating more opportunities for students to be future ready through more
exposure to college and career readiness activities. This additional period greatly increases our students chances
of completing their A-G requirements for colleges and universities. It has also given our students greater
opportunities to take foreign language, art, music, and career technical education classes, as well as the
additional opportunities for credit recovery or educational program enhancement.

In the area of College and Career preparedness; the number of 11th grade EAP/ELA scores by 3%, students
enrolled in CTE courses maintained a 95% CTE course completion rate, and there was a increase in student
participation in AVID by 12%.

Graduation rates increased for the following subgroups: Students with Disabilities by 6.4%, Foster Youth by
12.7%, and African American students by 1%.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

In considering the District Budget for the 2018-2019 year, the governing board and management used the
following criteria at adoption:

1. District enrollment of 10,097 and the Charter School’s enrollment of 1,000 were projected to be 11,097 in
total. This represented an increase of 0.01 percent District-wide. Overall District Average Daily
Attendance (ADA) including charters was projected to be 10,188.17. This represents an increase of
121.42 ADA.

2. Lottery funding for 2018-2019 was projected to be $194 per prior-year annual ADA. This per pupil rate
reflects $146 per pupil for unrestricted lottery revenues and $48 per pupil for lottery funding restricted to
the purchase of instructional materials.

3. LCFF was calculated at $11,335 per ADA. This included a statutory Cost of Living Adjustment (COLA)
of 3.0 percent and is a 1.92 percent increase to the 2017-2018 LCFF entitlement.

13
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CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, students, and investors and creditors with a
general overview of the District's finances and to show the District's accountability for the money it receives. If
you have questions about this report or need any additional financial information, contact Candace Reines,
Deputy Superintendent, Business Services, at Perris Union High School District, 155 E. 4" Street, Perris,
California 92570, or e-mail at candace.reines@puhsd.org.

14
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ASSETS
Deposits and investments
Receivables
Prepaid expenditures
Stores inventories
Capital assets
Land and construction in process
Other capital assets
Less: accumulated depreciation
Total Capital Assets
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources related to pensions

LIABILITIES
Accounts payable
Interest payable
Unearned revenue
Long-term Obligations

Current portion long-term obligations other than pensions
Noncurrent portion of long-term obligations other than pensions

Total Long-Term Obligations
Aggregate net pension liability
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to pensions

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Capital projects
Educational programs
Other activities
Unrestricted (Deficit)
Total Net Position

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

$ 69,990,652
3,197,620
227,371

30,636

53,561,859
361,413,253
(102,814,744)

312,160,368

385,606,647