
       
 

SACRAMENTO CITY UNIFIED SCHOOL DISTRICT 
             BOARD OF EDUCATION 

  
                                                                                                           Agenda Item# 10.1c     

 
 
 
 
 
Meeting Date:   June 5, 2014 
 
 
Subject:     Approve 2013-2014 Third Interim Financial Report 
 

 Information Item Only 
 Approval on Consent Agenda 
 Conference (for discussion only) 
 Conference/First Reading (Action Anticipated: ______________)  

  Conference/Action 
 Action 
 Public Hearing 

 
 

Division:  Business Services 
 
Recommendation:  Approve the 2013-14 Third Interim Financial Report. 
 
Background/Rationale:  Education Code Section 42130 requires school districts to prepare Interim 
Financial Reports each year.  The intent of these reports is to provide an “early warning” system to indicate 
whether a district can meet its current or future year financial obligations.  This is the third of three interim 
financial reports presented to the Board of Education for the 2013-14 year.  The report provides financial 
information as of April 30, 2014. 
 
Although The Governor May Revise projects state revenues to be $2.4 billion more than in January, there 
is no additional funding for schools and the CalSTRS employer rate will increase by 1.25% starting July 1, 
2014. Employers are expected to pay the increase from existing revenue sources. Based on information 
from School Services of California, the Governor’s May Revise will not stay unamended. 
 
Financial Considerations:  The district will take all necessary actions to ensure balanced budgets 
that maintain the required Economic Uncertainties Reserve as specified for the 2013-14, 2014-15 
and 2015-16 fiscal years. The Board approved recommendations to address the projected deficit 
for 2013-14 and we will be requesting the Board take the appropriate action for 2014-15. 
 
Documents Attached: 
1.  Executive Summary 
2.  2013-14 Third Interim Financial Report 
 
 
Estimated Time of Presentation:  None 
Submitted by:  Ken A. Forrest, Chief Business Officer 
   Gerardo Castillo, CPA, Director III, Fiscal Services  
Approved by:   Sara Noguchi, Ed.D., Interim Superintendent  
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School districts in qualified status are required to file three Interim Financial Reports during the year.  
The First Interim Report, as of October 31, requires Board approval by December 15th.  The Second 
Interim Report, as of January 31st, requires Board approval by March 15th, the third is as of April 30th and 
requires Board approval by June 15th. 
 
When interim reports are submitted, a district must designate a certification as to their financial 
condition.  A positive certification would indicate that the district would meet its financial obligations 
for the current fiscal year as well as the two subsequent fiscal years.  A qualified certification means 
that the district may not meet its financial obligations for the current fiscal year or two subsequent 
fiscal years.  A negative certification would mean that the district is unable to meet its financial 
obligations for the remainder of the current fiscal year or for the future fiscal year.   
 
At this time we are forecasting that the 2013-14 budget is balanced and we believe the district will end 
the current year once again in a qualified financial condition.  This status indicates that the district 
cannot certify that it will meet its financial obligations for the current fiscal year and two subsequent 
years.  While we believe that the district will meet all financial obligations for the current fiscal year and 
most probably next fiscal year, it is not possible for the district to certify that it will be able to meet its 
obligations for both FY 2014-2015 and FY 2015-2016 with absent complete information related to 
funding for the next two fiscal years.  As required for a “positive” certification by the Sacramento 
County Office of Education, Board action must be taken on all necessary budget adjustments for FY 
2014-15 and FY 2015-16 and the district must maintain its required 2% reserve for economic 
uncertainties.  Until more is known about upcoming expenditures as related to contract negotiations 
with all labor partners and the revenue to be received for the next two fiscal years the district believes 
that maintaining the required reserves and meeting all of its obligations without significant expenditure 
reductions especially in FY 2015-2016 will be impossible. 
 
Documents attached are primarily state-required reports.  Key information includes the budget 
assumptions, multi-year projections and Average Daily Attendance reporting. 
 

 
II. DRIVING GOVERNANCE: 

 
• Education Code section 42130 requires the Superintendent to submit three reports to the Board 

of Education during each fiscal year.  The first report shall cover the financial and budgetary 
status of the district for the period ending October 31.  The second report shall cover the 
financial and budgetary status of the district for the period ending January 31. All reports 
required shall be in a format or on forms prescribed by the Superintendent of Public Instruction. 

 
I. OVERVIEW/HISTORY: 
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• Education Code section 42131 requires the Board of Education to certify, in writing, whether the 
district is able to meet its financial obligations for the remainder of the fiscal year and, based on 
current forecasts, for the subsequent fiscal year.  Certifications shall be based on the Board’s 
assessment of the district budget.  Certifications shall be classified as positive, qualified or 
negative. This education code section also outlines the role of the County Office of Education.  

• Education Code section 42131 (3)(e) directs districts to provide additional reports to the County 
Office of Education as of June 15 if a Qualified or Negative Certification is reported as of the 
Second Interim Report.  

 
 

III. BUDGET: 
 
The budget is a fluid document and while the budget is balanced for FY 2013-2014, there are many 
unknowns at this time for fiscal year FY 2014-2015 and FY 2015-2016. Two items of major concern are 
the possible increase of State Teachers Retirement System (CalSTRS) and California Personnel 
Retirement System (CALPERS) rates for future years.  In preparing the assumptions for the multi-year 
projections items such as one-time funds used to balance FY 2013-2014, increased costs for step and 
column salary increases as well as health benefit increases have been factored in the projections. 
Revenue increases based on state projections as well as declining enrollment are included in the multi-
year projections. Staff continues to closely monitor enrollment, average daily attendance, state revenue 
and other areas that could impact the budget in the current or outlying years.  The Third Interim 
Financial Report includes assumptions and projections made with the best available information. 
 
IV. Goals, Objectives and Measures: 
 
Maintain a balanced budget for FY 2013-2014 and continue to follow the budget timeline and Local 
Control Accountability Plan (LCAP) to ensure a balanced FY 2014-2015 budget.  Begin planning to deal 
with anticipated revenue shortfalls and excess expenditures for the FY 2015-2016 budget.  It will be 
important to eliminate the reliance of one-time funds used to balance the budget, increase reserve and 
follow the Local Control Funding Formula (LCFF) and LCAP requirements. 
 
V. Major Initiatives: 
 
Use the Third Interim Financial Report information to help guide budget development for FY 2014-2015 
and FY 2015-2016.   
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VI. Results: 
 
Budget development for FY 2014-2015 will follow the calendar approved by the Board.  Required Board 
actions will take place in order to ensure a balanced Adopted Budget is in place on or before July 1, 
2014. 
 
VII. Lessons Learned/Next Steps: 
 

• Follow the approved calendar with adjustments made as necessary. 
• Continue to monitor the state budget and its impact on the district finances. 
• Continue to engage stakeholders in the budget development process through community 

budget meetings. 
• Meet and communicate with bargaining unit partners. 
• Ensure compliance with all LCFF and LCAP requirements. 
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Our Vision 
 

Let’s take a simple idea and start a revolution.   
Let’s pledge that children come first. 
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT - BUDGET SERVICES 

 
 

ESTIMATED FINANCIAL PROJECTION FACTORS 
 

 2013-14 2014-15 2015-16 

State Statutory COLA  1.565% .86% 2.30% 

GAP Funding Rate for 
Local Control Funding 
Formula (LCFF) 

11.78% 28.05% 20.88% 

California Consumer   
Price Index (CPI) 

1.40% 2.10% 2.30% 

 
 

LCFF ENTITLEMENT FACTORS FY 2014-2015 
Entitlement Factors per ADA K-3 4-6 7-8 9-12 

2013-14 Initial Grants $6,952 $7,056 $7,266 $8,419 
COLA at 0.86% $60 $61 $62 $72 
2014-15 Base Grants $7,012 $7,117 $7,328 $8,491 

Entitlement Factors per ADA K-3 4-6 7-8 9-12 
2014-15 Base Grants $7,012 $7,117 $7,328 $8,491 
Adjustment Factors 10.40% CSR - - 2.6% CTE 
CSR and CTE amounts $729 - - $221 
2014-15 Adjusted Base Grants $7,741 $7,117 $7,328 $8,712 

Supplemental Grants (% Adj. Base) 20% 20% 20% 20% 
Concentration Grants 50% 50% 50% 50% 
Concentration Grant Threshold 55% 55% 55% 55% 

 
 

MULTI-YEAR BUDGET ASSUMPTIONS:  2013-14 THROUGH 2015-16 
REVENUES:  

Local Control Funding                 
Formula (LCFF) 

 Fiscal Year (FY) 2013-14 is funded on 40,567.53 Average Daily 
Attendance (ADA). 

 FY 2013-14 Local Control Funding Formula (LCFF) ADA is based 
on greater of prior year or current year ADA. Since SCUSD is in 
declining enrollment, 2012-13 (prior year) ADA is used for 2013-
14. 

 FY 2013-14 assumes an increase of $334. 

 Local Control Funding Formula (LCFF) includes, formally Tier III 
programs, Transportation and TIIG.  

 FY 2014-15 assumes funded on 40,021 ADA (prior year ADA). 

 FY 2015-16 assumes funded on 39,341 ADA (prior year ADA). 
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Federal Revenues 

 

 Federal Revenues are maintained at 2012-13 funding levels for 
regular programs. FY 2013-14, 2014-15, and 2015-16 exclude the 
one-time funds received for 2012-13.  

 FY 2014-15 and FY 2015-16 assumes the same federal rates as FY 
2013-14. 

OTHER STATE REVENUES:  

Special Education & 
Transportation 

 Special Education is funded at the same ratio as FY 2012-13. It 
reflects the decline in ADA. 

 For 2013-14, 2014-15, and 2015-16 the Special Education and 
Transportation encroachment (contribution) is fully supported by 
the unrestricted monies from the General Fund.  

 For 2013-14, 2014-15, and 2015-16 Special Education 
Transportation Apportionments are maintained. 

State Categorical Programs  Includes resource funds outside the Local Control Funding Formula 
(LCFF). 

 FY 2013-14 and FY 2014-15 includes Common Core. 

 FY 2013-14 assumes loss of QEIA funding at two schools. 

 FY 2015-16 QEIA funding is eliminated at all schools. 

Class Size Reduction  FY 2013-14, 2014-15, and 2015-16 assumes K-3 CSR at contract 
maximum. 

Lottery  The expected annual funding is projected at $154 per ADA for 
2013-14 (unrestricted $124 and $30 restricted) and outlying years. 

LOCAL REVENUES:   

Other Local Revenue  Local Revenue assumes a similar level of funding in outlying years 
as 2013-14. As revenues are approved by the Board, they will be 
incorporated. 

EXPENDITURES:  

Certificated Salaries 

 

 

 

 

 

 

 

 

 Certificated staffing for FY 2013-14, 2014-15, and 2015-16 is based 
on 2012-13 staffing levels. Class sizes are to contract maximum as 
follows: 

- Kindergarten at 32:1 
- Grades 1-3 at 31:1 
- Grades 4-6 at 33:1 
- Grades 7-8 at 31:1 
- Grades 9-12 at 32:1 

 

 

 

 
         MULTI-YEAR BUDGET ASSUMPTIONS:  2013-14 THROUGH  2015-16 (Continued) 
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Certificated Salaries (cont.) 

 

 FY 2013-14 includes approved reductions for pool of 20 teachers, 
elimination of Common Core, Curriculum, and Associate 
Benchmarks out of unrestricted funds. 

 Salaries commensurate with approved salary schedules and 
contractual agreements.  This includes increases for salary schedule 
step and column movement less attrition credit.  

 FY 2013-14 assumes furlough days approved by bargaining units.  

 FY 2013-14 and 2014-15 includes the closure of seven elementary 
schools.  

 FY 2014-15 and 2015-16 does not include furlough days. The 
agreements for furlough days end on June 30, 2014. 

Classified Salaries  Classified staffing for FY 2013-14 is based on 2012-13 staffing 
levels.  

 FY 2013-14 assumes restoring 17 SPOM’s or custodians. 

 Salaries are commensurate with approved salary schedules and 
contractual agreements.  This includes salary step movement, less 
attrition credit. 

 FY 2013-14 includes the closure of seven elementary schools. 

 FY 2013-14 assumes furlough days approved by bargaining units.  

 FY 2014-15 and 2015-16 does not include furlough days. The 
agreements for furlough days end on June 30, 2014.  

 FY 2014-15 includes additional $2 million in custodial support. 

Employee Benefits  The estimated statutory benefits for Certificated staff is 11.97%. 

 The estimated statutory benefits for Classified 22.94%. 

 Health benefits are projected to increase approximately 10% for FY 
2014-15 and 2015-16, and will be funded dependent upon negotiated 
agreements with employee groups. FY 2012-13, 2013-14, and 2014-
15, and 2015-16 includes benefit reductions related to reduced staff 
and benefits changes. 

 Post-Retirement Health Benefits are based on FY 2012-13 
participation.  The district does not regularly pre-fund the future cost 
of post-retirement benefits. A negotiated agreement with SCTA 
includes a contribution from employees towards post-retirement 
benefits. 

Supplies, Services, Utilities, 
Capital Outlay 

 Custodial operational supplies increase in FY 2013-14 by $650,000. 
Reductions include contractual agreements as approved by the Board 
as part of the budget reductions. Budget is maintained in the outlying 
years. 

 FY 2014-15 is projected with a 10% increase in utilities.  

 
         MULTI-YEAR BUDGET ASSUMPTIONS:  2013-14 THROUGH  2015-16 (Continued) 
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Indirect Support 

 

 

 The indirect rate is consistently applied to each program as allowed 
by law. 

 The approved rate is 3.56% for FY 2013-14. 

Other Outgo/Transfers/ 
Contributions 

 Contributions to Restricted Programs – The FY 2013-14 budget and 
outlying years includes, contributions to cover program 
encroachments from the general unrestricted budget for the Special 
Education, Routine Restricted Maintenance, and Special Education 
Transportation programs. 

 In Lieu Property Taxes are transferred to charter schools. 

 FY 2013-14 assumes transfer of $841,000 from Adult Education to 
the General Fund. 

One-Time Revenues/Expenditures  FY 2015-16 does not include Common Core and QEIA. 

 

BEGINNING BALANCE/RESERVES: 

Beginning Balance  Based on FY 2012-13 actual ending fund balance. 

Reserves  The FY 2013-14, 2014-15, and 2015-16 projections fund the 2% 
General Fund Reserve for Economic 

 Uncertainty, provided steps are taken to reach budget reduction 
goals. 
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2013-2014 BUDGET OVERVIEW 
 

 
BUDGET OVERVIEW 
 
Sacramento City Unified School District financial goal is to maintain the required level of reserve, 
maximize district revenues and ensure district revenues are used to achieve the educational goals of the 
district. These documents reflect revisions to the budget for 2013-14 and multi-year projections for  
2014-15 and 2015-16. 
 
Sacramento City Unified School District Budget is comprised of three major components: (1) Fund Balance 
(Ending and Beginning Balance); (2) Revenues; and (3) Expenditures. 
 
 
Three conditions impact the Sacramento City Unified School District Budget: 

a. Revenue – State Budget   
b. Expenditures – increases in expenditures  
c. Enrollment  
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GENERAL FUND 
 
 
General Fund Definition  
 
 
The General Fund is the general operating fund of the District and accounts for all revenues and 
expenditures of the District not encompassed within other funds.  All general tax revenues and other receipts 
that are not allocated by law or contractual agreement to some other fund are accounted for in this fund.  
General operating expenditures and the capital improvement costs that are not paid through other funds are 
paid from the General Fund.  The General Fund also contains categorical programs such as the Common 
Core, QEIA, and No Child Left Behind Title I Program and others. 
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Revenues and Expenditures – Summary 
 
 

Local  Control  
Funding Formula 
$286,597,799

71%

Federal
$51,380,846 

13%

Other State
$56,621,220

14%

Other Local
$11,037,443

2%

2013‐14 Revenues 
General Fund
All Resources

 
 

Certificated Salaries   
$120,475,018 

47%

Classified Salaries   
$31,955,091

12%

Employee Benefits
$79,679,102 

30%

Books  and Supplies
$9,527,185 

4%

Operational  
Expenses   

$21,603,066 

8%

Capital  and Outgoing
($1,519,594)  

‐1%

2013‐14 Expenditures
Unrestricted 
General Fund 

 
 

Certificated Salaries   
$45,374.429

31%

Classified Salaries
$19,229,022 

13%

Employee Benefits
$35,488,907 

25%

Books  and Supplies   
$11,642,426 

8%

Operational  
Expenses   

$30,282,439

21%

Capital  and Outgoing  
$2,405,695 

2%

2013‐14 Expenditures 
Restricted Funds 
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SPECIAL REVENUE FUNDS 
 
 
Special Revenue Funds Definition 
 
 
The Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally 
restricted to expenditures for specified purposes.  This classification includes the Charter Schools, Adult 
Education, Child Development, Cafeteria and Deferred Maintenance Funds. 
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CAPITAL PROJECTS FUNDS 
 
 
Capital Projects Funds Definition 
 
 
The Capital Projects Funds are used to account for resources used for the acquisition or construction of 
capital facilities by the District.  This classification includes the Building and Capital Facilities Funds. 
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PROPRIETARY FUNDS 
 
 
Proprietary Funds Definition 
 
 
Proprietary Funds are used to account for activities that are more business-like than government-like in 
nature. Business-type activities include those for which a fee is charged to external users or to other 
organizational units of the LEA, normally on a full cost-recovery basis. Proprietary funds are generally 
intended to be self-supporting. This classification includes the Retiree Benefits fund and Self-Insurance 
fund, which includes the Dental/Vision fund. 
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