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Management’s Discussion and Analysis 
 

The Management’s Discussion and Analysis (MD&A) Section of the audit report is District 
management’s overall view of the District’s financial condition and provides an opportunity to 
discuss important fiscal issues with the Board and the public.  The MD&A is an element of the 
reporting model adopted by the Governmental Accounting Standards Board.  Certain 
comparative information is required to be presented in this document. 
 
District Overview 
 
Sacramento City Unified School District (the “District”), located in Sacramento County, is the 
twelfth largest school district in California in terms of student enrollment.  The District provides 
educational services to the residents in and around Sacramento, the state capital.  The District 
operates under the jurisdiction of the Superintendent of Schools of Sacramento County, 
although the District has attained “fiscal accountability” status under the State Education Code. 
 
The District operates 50 elementary schools, five K-8 schools, nine middle schools, one 7 – 12 
school, seven comprehensive high schools (9-12), one independent study school, two 
continuation/alternative schools, two special education centers, three adult education centers, 
and 12 charter schools (including both dependent and independent) and 47 children’s 
centers/preschools serving infants through age 12.   
 
For the 2011-12 school year, the District’s CBEDs enrollment was 47,939.  Much like the rest of 
the state, the District has experienced declining enrollment in past years.  An increase in 
enrollment for 2011-12 was welcome news to the District; however, enrollment is projected to 
continue its downward trend.  
 
The District is governed by a Board of Education consisting of seven members and one student 
member.  The regular members are elected to staggered four-year terms every two years.  As a 
result of the passage of two ballot measures at the November 7, 2006 election, Board member 
elections starting with the November 4, 2008 election, are no longer held district-wide, but  
instead are held among voters who reside in each of seven newly created trustee areas. 
 
Mission and Strategic Plan 
 
The District’s Mission: 
 

Students graduate as globally competitive lifelong learners, prepared to succeed in a 
career and higher education institution of their choice to secure gainful employment and 
contribute to society. 
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The District’s Strategic Plan 2010-14: Putting Children First 
 

• Career and College Ready Students:  When children graduate from our schools, they 
will leave us as globally competitive, lifelong learners, prepared for college or a 21st 
Century career path of their choosing. 

 
• Family and Community Engagement:  Families are our most important allies, and we 

will develop opportunities for them to participate in their children’s education.  We will 
remake our campuses into welcoming, vibrant community hubs and seek out 
community partners who can provide broad learning opportunities for students. 

 
• Organizational Transformation:  Our structure will transform to better serve our school 

sites, provide acute focus on teaching and learning and create a culture of continuous 
improvement.  We will recruit, train, retain and compensate a highly capable and 
diverse workforce.  We will hold ourselves accountable for results. 

 
District Practices 
 
In 2005, the District received a three year ISO 9001:2000 certification by ABS Quality 
Evaluations, Inc. with respect to certain district central office operations found to be in 
conformity with international standards, including accounting, budget and information services, 
risk management, internal audit and seven other areas of management controls.  The District 
was re-certified in May 2008 and again in 2011.  ISO 9001:2000 is an internationally recognized 
standard developed by ISO, the International Organization of Standardization that provides 
organizations guidance for establishing, improving and maintaining effective management 
systems.  ISO is a non-governmental network of the national standards institutes of 162 
countries that develops standards for various industries and sectors through technical 
committees comprising experts from the relevant sector.  The District is one of a very small 
number of school districts in the country to have received the certification, and is the first school 
district in California to have done so. 
 
Financial Reports 
 
The audit report consists of a series of financial reports.  The Statement of Net Assets and 
Statement of Activities report the district-wide financial condition and activities of the District 
taken as a whole.  These two financial statements start on page 11.  The individual fund 
statements, which focus on reporting the District’s operations in more detail, begin on page 13.   
 
District-wide Financial Condition 
 
The Statement of Net Assets is a district-wide financial statement that reports all that the District 
owns (assets) and owes (liabilities).  Fiscal year 2001-02 was the first year the District 
accounted for the value of fixed assets and included these values as part of financial 
statements.  We display the book value of all district assets including buildings, land and 
equipment and related depreciation in this financial statement. Land is accounted for at 
purchase cost, not market value, and is not depreciated.  Many of our school sites have low 
values for even today’s market because the district acquired the land many decades ago.  
School buildings are valued at their historical construction cost less depreciation.   
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Comparative financial information as of June 30, from the Statement of Net Assets is 
summarized in the following table: 
 

 June 30, 2012 June 30, 2011 
Capital Assets  $ 497,156,835  $ 506,092,680 
Other Assets  $ 210,023,174  $ 212,689,249 
     Total Assets  $ 707,180,009  $ 718,781,929 

 
Current and Other Liabilities  $ 114,147,721  $ 84,103,282 
Long-Term Liabilities  $ 567,575,412  $ 556,010,216 
     Total Liabilities  $ 681,723,133  $ 640,113,498 
     
Net Assets Invested in 
Capital Assets (net of related 
debt) 

 $ 82,620,106  $ 90,446,147 

Restricted Net Assets  $ 70,465,246  $ 92,956,612 
Unrestricted Net Assets  $ -127,628,476   $ -104,734,328 
     Total Net Assets  $ 25,456,876  $ 78,668,431 

 
Total Net Assets decreased primarily due to an increase in total accumulated depreciation and 
smaller increases in buildings and improvements.
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The statement of activities is a district-wide financial statement that reports the District’s cost of 
instruction and other district activities, and the resources that fund individual and general 
activities of the District.  Comparative financial information for the year ended June 30 is 
presented in the following table: 
 

 June 30, 2012 June 30, 2011 
Expenses   
Governmental Activities:   
   Instruction $ 330,723,808 $ 306,887,194 
   Instruction-Related Services $ 62,720,728 $ 66,802,679 
   Pupil Services $ 56,869,086 $ 55,084,410 
   General Administration $ 20,912,299 $ 18,066,997 
   Plant Services $ 44,073,004 $ 45,395,940 
   Interest on Long-Term Debt  $ 15,840,293 $ 21,766,932 
   All Other Expenses and Outgo $ 5,875,554 $ 4,330,093 
        Total Governmental Activity 
Expenses 

$ 537,014,772 $ 518,334,245 

      
Revenues   
Charges For Services $ 2,117,528 $ 2,237,629 
Operating Grants and Contributions $ 152,108,398 $ 167,029,411 
Capital Grants and Contributions $ 731,519 $ 572,374            
Taxes Levied for General Purposes $ 60,169,688 $ 61,609,735 
Taxes Levied for Debt and Special 
Purposes 

$ 29,389,711 $ 28,985,489 

Unrestricted Federal and State Aid $ 227,134,803 $ 227,074,595 
Interest and Investment Earnings $ 876,395 $ 459,920 
Interagency Revenues $ 0 $  1,524,095        
Miscellaneous $ 11,275,175 $ 9,978,447 
      Total Revenues $ 483,803,217 $ 499,471,695 
      Change in Net Assets $ -53,211,555 $ -18,862,550  

 
General Administration expenses were up in 2011-12 as negative expenditures increased by 
approximately $1.5 million due to additional indirect costs of ARRA grants and higher indirect.  
In 2011-12 CASA fees were paid, an expense that did not occur in 2010-11.   
   
District revenues were adversely affected by a significant reduction in operating grants and 
contributions.  $14,258,671 of American Recovery Reinvestment Act Funds available in 2010-
11 were no longer available in 2011-12. 
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General Fund Financial and Budgetary Highlights 
 
The General Fund accounts for the primary operations of the District.  The District’s initial 
budget is adopted by July 1.  Over the course of the year, the District’s budget is revised several 
times to take into account revised and new categorical funding appropriations and related 
expenditures, and to update budgets for prior year carryover amounts.  The budget may also be 
revised to reflect mid-year changes to the State Budget which affect district funding.   
Additionally, the District is required to prepare expenditure reports and must include multi-year 
projections at least twice a year.  The following table summarizes the General Fund budget to 
actual information for the year ended June 30, 2012: 
 
 

 Adopted Budget Year End 
Budget Actual 

Total Revenues  $ 363,645,123  $ 403,288,875  $ 389,906,120 
Total Expenditures  $ 364,535,036  $ 432,042,932  $ 408,025,782 
Total Other 
Sources/(Uses) 

 $ 4,680,250  $ 4,798,411  $ 4,833,733 

 
The net revenue increase between Adopted and Year End budget was $39,643,752 due to 
current year budgets for categorical funds, which are budgeted as grant award documents are 
received.  Also, the budgets for prior year unspent restricted and unrestricted program funds 
(carryover) are appropriated mid-year. 
 
The net increase to the total expenditure budget between Adopted and Year End budget was 
$67,507,904, due to revisions to set up expenditures related to categorical program funds which 
are budgeted after July 1 as grant award documents are received and school site plans are 
approved. 
 
The net change to the total Other Financing Sources and Uses budget between Adopted and 
Year End budget was $118,161 due to additional funds transferred from the Deferred 
Maintenance Fund (Tier III program) to cover planned operating expenditures in the General 
Fund.    
 
Actual revenues were $13,382,755 or 3.4%, below Year End budget due primarily to unspent 
and unearned categorical revenue.  Actual expenditures were $24,017,150, or 5.6%, below 
Year End budget due to unspent categorical revenue and unspent school site program funds. 
 
The following table summarizes the General Fund operational fund financial statements for the 
year ended June 30, 2012: 
 
 

Total Revenue  $ 389,906,120 
Total Expenditures  $ 408,025,782 
Other Financing Sources & Uses  $ 4,833,733 
Net Change  $ -13,285,929 
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The General Fund ending balance increased based on planned carryover to assist with the 
budget shortfall for 2012-13.  Future financial performance is dependent on management’s 
ability to continue to control expenses and maintain revenue levels. As evidenced in previous 
years’ budget reductions, the Board has been proactive in making any necessary budget 
adjustments to maintain district fiscal integrity. 
 
Capital Projects 
  
Modernization and construction projects are scheduled to continue as we update our existing 
facilities and continue to close out construction projects.  With the recent passage of Bond 
Measures Q and R we will begin the planning and design of facility improvements to enhance 
the learning environment. 
 
District Indebtedness 
 
As of June 30, 2012 the District has incurred $567,575,412 of long-term liabilities.  Of this 
amount, $313,677,966 is General Obligation Bonds backed by property tax increases voted on 
by district residents in 1999 and 2002, and $1,230,000 is a Special Tax Bond, also backed by 
property tax increases voted on by residents.   
 
Financial Issues 
 
Over the last several years, California has experienced severe budget crises, causing 
fluctuations in available revenues.  While there was a slight increase in funding for school 
districts for the 2007-08 fiscal year, the continuous variation makes it very difficult for planning 
and providing a high level of programs and support for our students.  The table below shows the 
unstable trend in state school funding. 
 
 
Change in Per Pupil Funding  
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Funding  
 
The District’s average daily attendance decreased by 231 over the prior year.  Declining 
enrollment and new charter schools contributed to the reduction.  Staff have made student 
attendance a priority and are working diligently to identify student absences early in the school 
year to provide supports to increase the time spent in the classroom. 
 
Health Care Costs 
 
District-wide Health Care costs have been growing dramatically and continue to do so in this 
budget year.  Rate increases continue to rise much faster than funding increases which 
negatively impacts the District’s budget. 
 
The District provides lifetime health benefits to all retired teachers and certain other employees 
who meet predetermined criteria.  The annual actual payments for retiree benefits are included 
in the District-wide Health Care costs.  The District obtains an actuarial report at least every 
three years to determine the unfunded future liability for lifetime benefits. 
 
 

December 2006 Liability    $ 505.7 Million 
December 2008 Liability  $ 552.4 Million 
December 2010 Liability  $ 591.6 Million 
Total Increase from 2006  $ 85.9 Million 

 
Through the negotiations process, efforts to fund the liability have started.  Changes effective 
with the 2010-11 school year have been implemented.  An updated actuarial report will be 
presented to the Board in the spring of 2013. 
 
Categorical Funding 
 
As school revenues increased during the boom times of the late 1990s, much of the funds came 
to schools with strings attached.  The 2008-09 fiscal year was instrumental in freeing up some 
of the strings attached to many state categorical programs – known as Tier III programs.  As 
most state programs received a reduction in funding, districts were provided flexibility to use 
these funds to support any educational program.  The use of these funds was again 
instrumental in allowing the district to maintain a balanced budget while facing mid-year 
reductions.   
 
The District’s Future 
 
During many years of funding reductions and increasing costs, the District has had to 
significantly reduce expenditures.  The Board of Education and Superintendent have made it a 
priority to limit reductions that affect the classroom.  However, despite best efforts, budget 
reductions have had a negative impact on the classroom.  These difficult decisions helped 
enable the District to bring its General Fund expenditures in line with its revenue.   
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However, the District is again facing financial challenges.  State direction to districts for 2012-13 
is to budget for flat funding from the prior year.  Mid-year budget reductions remain a possibility.  
In addition, on-going expenditure increases such as health and welfare increases and the use of 
one-time funds to balance 2012-13 will create the need for additional budget reductions.   
 
The District will be looking at its Strategic Plan 2010-14: Putting Children First to fund priorities 
as the budget cycle continues. 
 
Additionally, the Board of Education, Superintendent and staff have dedicated substantial time 
reviewing and discussing the criteria and process for school consolidation and closures. District-
wide, schools are operating at 56% of student capacity.  There is no doubt that the next several 
years will continue to be difficult financially.  As we continue to work with our stakeholders and 
partners, their input, ideas and support will be necessary to maintain a fiscally sound district.  
Staff will continue to work closely with the Board of Education to ensure the District maintains its 
solid fiscal status. 
 
Contacting the District’s Financial Management 
 
If you have questions regarding this report or need additional financial information, contact the 
Chief Business Officer at (916) 643-9055. 
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