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Certified Public Accountants serving
‘ K-12 School Districts and Charter
Schools throughout California

INDEPENDENT AUDITORS’ REPORT

Governing Board
Barstow Unified School District
Barstow, 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 Barstow Unified School District, as of and for the year ended June 30,
2019, and the related notes to the financial statements, which collectively comprise the Barstow Unified School
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 opinions 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. 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 entity'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 entity'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
opinions.

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 Barstow
Unified School District, as of June 30, 2019, and the respective changes in financial position thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

348 Olive Street 0: 619-270-8222
San Diego, CA F: 619-260-9085
92103 christywhite.com



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required supplementary
information, such as management’s discussion and analysis, budgetary comparison information, schedules of
proportionate share of net pension liability, and schedules of District contributions for pensions be presented to
supplement the basic financial statements. Such information, although not 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 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Barstow Unified School District’s basic financial statements. The supplementary information listed in the table of
contents, including the 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, is presented for purposes of additional analysis and is not a required part of the basic financial
statements.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 13, 2019 on
our consideration of Barstow Unified 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 Barstow Unified
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 Barstow Unified School District’s
internal control over financial reporting and compliance.

San Diego, California
December 13, 2019



BARSTOW UNIFIED SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

INTRODUCTION

Our discussion and analysis of Barstow Unified School District’s (District) financial performance provides an overview
of the District’s financial activities for the fiscal year ended June 30, 2019. It should be read in conjunction with the

District’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

»  The District’s total net position was $21,781,015 at June 30, 2019. This was a decrease of $814,830 from the

prior year.

»  Overall revenues were $83,458,133 which was exceeded by expenses of $84,272,963.

OVERVIEW OF FINANCIAL STATEMENTS

Components of the Financials Section

Management's
Discussion &
Analysis

Basic Financial
Statements

Required
Supplementary
Information

Government-Wide
Financial Statements

Fund Financial
Statements

Notes to the Financial
Statements

Summary <

Detail




BARSTOW UNIFIED SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS, continued
FOR THE YEAR ENDED JUNE 30, 2019

OVERVIEW OF FINANCIAL STATEMENTS (continued)
Components of the Financials Section (continued)

This annual report consists of three parts — Management’s Discussion and Analysis (this section), the basic financial
statements, and required supplementary information. The three sections together provide a comprehensive overview
of the District. The basic financial statements are comprised of two kinds of statements that present financial
information from different perspectives:

» Government-wide financial statements, which comprise the first two statements, provide both short-term
and long-term information about the entity’s overall financial position.

»  Fund financial statements focus on reporting the individual parts of District operations in more detail. The
fund financial statements comprise the remaining statements.

» Governmental Funds provide a detailed short-term view that helps you determine whether there
are more or fewer financial resources that can be spent in the near future to finance the District’s
programs.

» Fiduciary Funds report balances for which the District is a custodian or trustee of the funds, such
as Associated Student Bodies and pension funds.

The financial statements also include notes that explain some of the information in the statements and provide more
detailed data. The basic financial statements are followed by a section of required and other supplementary
information that further explain and support the financial statements.

Government-Wide Statements

The government-wide statements report information about the District as a whole using accounting methods similar
to those used by private-sector companies. The statement of net position includes all of the government’s assets and
liabilities. All of the current year’s revenues and expenses are accounted for in the statement of activities, regardless
of when cash is received or paid.

The two government-wide statements report the District’s net position and how it has changed. Net position is one
way to measure the District’s financial health. Over time, increases or decreases in the District’s net position are an
indicator of whether its financial health is improving or deteriorating, respectively.

The government-wide financial statements of the District include governmental activities. All of the District’s basic
services are included here, such as regular education, food service, maintenance and general administration. Local
control formula funding and federal and state grants finance most of these activities.



BARSTOW UNIFIED SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS, continued
FOR THE YEAR ENDED JUNE 30, 2019

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE

Net Position

The District's net position was $21,781,015 at June 30, 2019, as reflected in the table below. Of this amount,
$67,977,160 was unrestricted. 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 that net position for day-to-day

operations.

Governmental Activities

2019 2018 Net Change
ASSETS
Current and other assets $ 60,952,615 $ 59,064,132 $ 1,888,483
Capital assets 76,410,053 44,461,388 31,948,665
Total Assets 137,362,668 103,525,520 33,837,148
DEFERRED OUTFLOWS OF RESOURCES 21,118,036 18,359,445 2,758,591
LIABILITIES
Current liabilities 16,738,145 14,024,218 2,713,927
Long-term liabilities 117,699,232 83,172,914 34,526,318
Total Liabilities 134,437,377 97,197,132 37,240,245
DEFERRED INFLOWS OF RESOURCES 2,262,312 2,091,988 170,324
NET POSITION
Net investment in capital assets 75,643,939 22,658,392 52,985,547
Restricted 14,114,236 21,484,174 (7,369,938)
Unrestricted (67,977,160) (21,546,721)  (46,430,439)
Total Net Position $ 21,781,015 $ 22595845 $ (814,830)




BARSTOW UNIFIED SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS, continued
FOR THE YEAR ENDED JUNE 30, 2019

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE (continued)

Changes in Net Position

The results of this year’s operations for the District as a whole are reported in the Statement of Activities. The table
below takes the information from the Statement, and rearranges it slightly, so you can see our total revenues and

expenses.

Governmental Activities

2019 2018 Net Change
REVENUES
Program revenues
Charges for services $ 327,728 $ 484,746 $ (157,018)
Operating grants and contributions 12,989,845 12,588,809 401,036
General revenues
Property taxes 8,366,798 6,852,829 1,513,969
Unrestricted federal and state aid 60,539,400 54,322,753 6,216,647
Other 1,234,362 1,086,361 148,001
Total Revenues 83,458,133 75,335,498 8,122,635
EXPENSES
Instruction 46,433,582 42,010,262 4,423,320
Instruction-related services 9,655,819 7,467,039 2,188,780
Pupil services 10,203,593 9,067,192 1,136,401
General administration 6,006,669 4,701,123 1,305,546
Plant services 8,914,216 8,158,445 755,771
Debt service 1,918,030 887,715 1,030,315
Other outgo 1,141,054 1,669,436 (528,382)
Total Expenses 84,272,963 73,961,212 10,311,751
Change in net position (814,830) 1,374,286 (2,189,116)
Net Position - Beginning 22,595,845 21,221,559 1,374,286
Net Position - Ending $ 21,781,015 $ 22,595,845 $ (814,830)

The cost of all our governmental activities this year was $84,272,963 (refer to the table above). The amount that our
taxpayers ultimately financed for these activities through taxes was only $8,366,798 because the cost was paid by
other governments and organizations who subsidized certain programs with grants and contributions.



BARSTOW UNIFIED SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS, continued
FOR THE YEAR ENDED JUNE 30, 2019

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE (continued)
Changes in Net Position (continued)
In the table below, we have presented the net cost of each of the District’s functions. 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.

Net Cost of Services

2019 2018

Instruction $ 40,466,164 $ 36,009,085
Instruction-related services 8,149,926 6,763,155
Pupil services 5,854,608 5,286,938
General administration 5,385,676 4,389,152
Plant services 8,085,344 7,353,442
Debt service 1,918,030 887,715
Transfers to other agencies 1,095,642 198,170

Total Expenses $ 70,955,390 $ 60,887,657

FINANCIAL ANALYSIS OF THE DISTRICT’S MAJOR FUNDS

The financial performance of the District as a whole is reflected in its governmental funds as well. As the District
completed this year, its governmental funds reported a combined fund balance of $45,887,878, which is less than
last year’s ending fund balance of $45,993,466. The District's General Fund had $3,087,437 more in operating
revenues than expenditures for the year ended June 30, 2019. The Building Fund had $2,941,950 more in
expenditures than operating revenue for the year ended June 30, 2019, along with other financing sources of
$12,995,505 related to the issuance of the Election of 2016, Series B. The Special Reserve Fund for Capital Outlay
Projects had $30,289,449 more in expenditures than operating revenues for the year ended June 30, 2019, along
with other financing sources of $20,731,539, related to transfers in and sources from the issuance of the certificates
of participation.

CURRENT YEAR BUDGET 2018-2019

During the fiscal year, budget revisions and appropriation transfers are presented to the Board for their approval on
a frequent basis to reflect changes to both revenues and expenditures that become known during the year. In addition,
the Board of Education approves financial projections included with the Adopted Budget, First Interim, and Second
Interim financial reports. The Unaudited Actuals reflect the District’s financial projections and current budget based
on State and local financial information.



BARSTOW UNIFIED SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS, continued
FOR THE YEAR ENDED JUNE 30, 2019

CAPITAL ASSETS AND LONG-TERM LIABILITIES
Capital Assets
By the end of 2018-2019 the District had invested $76,410,053 in capital assets, net of accumulated depreciation.

Governmental Activities

2019 2018 Net Change
CAPITAL ASSETS
Land $ 3073792 $ 3,083,792 $  (10,000)
Construction in progress 36,122,158 18,819,253 17,302,905
Land improvements 6,816,872 6,979,779 (162,907)
Buildings & improvements 57,703,316 43,073,783 14,629,533
Furniture & equipment 7,012,299 6,783,857 228,442
Accumulated depreciation (34,318,384)  (34,279,076) (39,308)
Total Capital Assets $ 76,410,053 $ 44,461,388 $ 31,948,665

Long-Term Liabilities

At year-end, the District had $117,699,232 in long-term liabilities, an increase of 41.51% from last year — as shown in
the table below. (More detailed information about the District’s long-term liabilities is presented in footnotes to the
financial statements.)

Governmental Activities

2019 2018 Net Change
LONG-TERM LIABILITIES
Total general obligation bonds $ 40,900,573 $ 27,687,458 $ 13,213,115
Total certificates of participation 15,709,790 - 15,709,790
Compensated absences 992,942 830,122 162,820
Net pension liability 61,242,421 55,327,440 5,914,981
Less: current portion of long-term liabilities (1,146,494) (672,106) (474,388)
Total Long-term Liabilities $ 117,699,232 §$ 83,172,914 $ 34,526,318




BARSTOW UNIFIED SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS, continued
FOR THE YEAR ENDED JUNE 30, 2019

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

At the time these financial statements were prepared and audited, the District was aware of several circumstances
that could affect its future financial health.

The US economy continues to grow slowly, but the State economic growth is slowing down due to low levels of
available employees. However, the State is still experiencing overall economic prosperity. The State Budget for
Education contained an increase of 3.26% in fiscal year 2019-20, plus $3.15 billion in non-Proposition 98 funding for
school employer pension relief.

The fiscal policy for the funding of public education changes annually, based on fluctuations in State revenues. The
UCLA Anderson Forecast (June 2019) noted that the risk of recession is about 50% within the next 5-8 quarters
depending on the model, the biggest economic threat being from the escalating trade war with China and Mexico. If
a recession were to happen, State revenues for public education would be negatively impacted.

Landmark legislation passed in Year 2013 reformed California school district finance by creating the Local Control
Funding Formula (LCFF). The LCFF is designed to provide a flexible funding mechanism that links student
achievement to state funding levels. The LCFF provides a per pupil base grant amount, by grade span, that is
augmented by supplemental funding for targeted student groups in low income brackets, those that are English
language learners and foster youth.

Factors related to LCFF that the District is monitoring include: (1) estimates of funding in the next budget year and
beyond; (2) the Local Control and Accountability Plan (LCAP) that aims to link student accountability measurements
to funding allocations; (3) ensuring the integrity of reporting student data through the California Longitudinal Pupil
Achievement Data System (CALPADs); and, (4) meeting annual compliance and audit requirements.

The District participates in state employee pensions plans, PERS and STRS, and both are underfunded. The District’s
proportionate share of the liability is reported in the Statement of Net Position as of June 30, 2019. The amount of the
liability is material to the financial position of the District. To address the underfunding issues, the pension plans
received a one-time funding allocation from the 2019-20 State Budget and continue to raise employer rates in future
years. The projected increased pension costs to school employers remain a significant fiscal factor.

Enrollment can fluctuate due to factors such as population growth, competition from private, parochial, inter-district
transfers in or out, economic conditions and housing values. Losses in enrollment will cause a school district to lose
operating revenues without necessarily permitting the district to make adjustments in fixed operating costs.

All of these factors were considered in preparing the District’s budget for the 2019-20 fiscal year.

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 the Chief Business Official/Business
Manager, at Barstow Unified School District, 551 South Avenue "H"; Barstow, California 92311.



BARSTOW UNIFIED SCHOOL DISTRICT
STATEMENT OF NET POSITION
JUNE 30, 2019

Governmental
Activities
ASSETS
Cash and investments $ 53,140,882
Accounts receivable 7,450,201
Inventory 321,183
Prepaid expenses 40,349
Capital assets, not depreciated 39,195,950
Capital assets, net of accumulated depreciation 37,214,103
Total Assets 137,362,668
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 20,826,956
Deferred amount on refunding 291,080
Total Deferred Outflows of Resources 21,118,036
LIABILITIES
Accrued liabilities 15,247,078
Unearned revenue 344,573
Long-term liabilities, current portion 1,146,494
Long-term liabilities, non-current portion 117,699,232
Total Liabilities 134,437,377
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions 2,262,312
Total Deferred Inflows of Resources 2,262,312
NET POSITION
Net investment in capital assets 75,643,939
Restricted:
Capital projects 7,607,277
Debt service 2,312,670
Educational programs 2,113,028
All others 2,081,261
Unrestricted (67,977,160)
Total Net Position $ 21,781,015

The accompanying notes are an integral part of these financial statements.
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BARSTOW UNIFIED SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2019

Net (Expenses)
Revenues and

Changes in
Program Revenues Net Position
Operating
Charges for Grants and Governmental
Function/Programs Expenses Services Contributions Activities
GOVERNMENTAL ACTIVITIES
Instruction $ 46433582 $ 5 § 5967359 $ (40,466,164)
Instruction-related services
Instructional supervision and administration 1,988,671 - 981,299 (1,007,372)
Instructional library, media, and technology 886,448 - 52,292 (834,156)
School site administration 6,780,700 - 472,302 (6,308,398)
Pupil services
Home-to-school transportation 3,460,734 - 561 (3,460,173)
Food services 3,224,510 156,701 3,430,249 362,440
All other pupil services 3,518,349 - 761,474 (2,756,875)
General administration
Centralized data processing 1,634,663 - 22,400 (1,612,263)
All other general administration 4,372,006 7,501 591,092 (3,773,413)
Plant services 8,914,216 143,491 685,381 (8,085,344)
Other outgo 1,141,054 19,976 25,436 (1,095,642)
Total Governmental Activities $ 84,272,963 $ 327,728 $ 12,989,845 (70,955,390)
General revenues
Taxes and subventions
Property taxes, levied for general purposes 5,515,336
Property taxes, levied for debt service 2,650,668
Property taxes, levied for other specific purposes 200,794
Federal and state aid not restricted for specific purposes 60,539,400
Interest and investment earnings 719,737
Miscellaneous 514,625
Subtotal, General Revenue 70,140,560
CHANGE IN NET POSITION (814,830)
Net Position - Beginning 22,595,845
Net Position - Ending $ 21,781,015

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