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Agenda Item#           .     

 
 
 

Meeting Date: June 13, 2013 
 
 
Subject: Approve 2012-13 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:  Administrative Services 
 
Recommendation:  Approve the 2012-13 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 and future year financial obligations.  This 
is the third of three interim financial reports presented to the Board of Education for the 2012-13 
year.  The report provides financial information as of April 30, 2013.  
 
The Governor’s January budget projection for 2013-14 provided flexibility under the Local Control 
Funding Formula (LCFF). The May Revise reverses the flexibility and creates restrictions with 
county and state oversight. We are currently analyzing the changes. 
 
Financial Considerations:  The district will take all necessary actions to ensure balanced budgets 
that maintain the required Economic Uncertainties Reserve as specified for the 2012-13, 2013-14, 
and 2014-15 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.  2012-13 Third Interim Financial Report 
 

 
 
 

Estimated Time of Presentation:  10 minutes 

Submitted by:  Ken A. Forrest, Chief Business Officer 

      Gerardo Castillo, CPA, Director III, Budget Services  

Approved by:  Jonathan P. Raymond, Superintendent  
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Board of Education Executive Summary
Administrative Services 
Approve 2012‐13 Third Interim Financial Report  
June 13, 2013 
 

 
 
 
 
 

All school districts are required to file two 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 31, requires Board approval by March 15th.  Districts that do not 
have a “positive” certification at their Second Interim are required to file a Third Interim report 
by  June  1st,  reflecting  the  financial  condition of  the District  through April  30th.     Due  to  the 
District’s May and  June Board meeting  schedule,  the Sacramento County Office of Education 
(SCOE)  has  granted  the  District  a waiver  from  this  deadline  so  that  we may  obtain  Board 
approval at the June 13th meeting. 
 
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 next fiscal year.   
 
Over the past several years, the impact of declining enrollment and reduced state funding has 
resulted  in  severe  budget  reductions,  the  district  has  submitted  its  interim  reports  as 
“Qualified”  and  the  Sacramento  County  Office  of  Education  has  agreed  with  the 
recommendation.   While our budget  is balanced  for  the  current  fiscal  year 2012‐13 and  the 
Board  has  approved  significant  reductions  to  balance  the  2013‐14  fiscal  year,  there  are  still 
many unknowns.   The exact amount of revenue the District will receive for the 2013‐14 fiscal 
year will not be known until the State budget is completed and signed by the Governor.  While 
we have every anticipation of increased revenues for both the 2013‐14 and 2014‐15 fiscal years 
expenditure increases in 2014‐15 are expected to outpace any possible revenue increases.  This 
will  require significant additional expenditure  reductions.   We will be presenting  the Board a 
plan of  action  related  to  fiscal  year 2014‐15 budget planning  as part of our 2013‐14 budget 
presentation.   
 
Because  the  District  submitted  a  “Qualified”  Second  Interim  report,  we  are  required  by 
Education Code to submit this Third Interim Report as outlined above.  This report reflects the 
period ending April 30th and provides projections of district funds and cash balances.    It  is the 
Third  Interim Financial Report that  is before the Board this evening.     We are not required to 
report  a  status, however, our  financial  condition would dictate  that we declare  that we  are 
“Qualified”. 
 

 
I. Overview/History: 
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Approve 2012‐13 Third Interim Financial Report  
June 13, 2013 
 

 
 
 

Documents attached are primarily state‐required reports.  Key information includes the budget 
assumptions, multi‐year projection and revenue limit summary. 
 
II. Driving Governance: 
 

 Education Code section 42130 requires the Superintendent to submit two 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 period ending January 31.  All reports required shall be in a format or on 
forms prescribed by the Superintendent of Public Instruction. 

 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 by June 1 if a Qualified or Negative Certification is reported 
as of the Second Interim Report.  The Third Interim Report is for the period ending April 
30.  

 
III. Budget: 
 
The budget  is a fluid document and while the budget  is balanced for fiscal years 2012‐13 and 
2013‐14,  there are  still many unknowns at  this  time  for  the outlying years.    In preparing  the 
assumptions for the multi‐year projections, items such as one‐time funds used to balance fiscal 
year 2012‐13,  increased  costs  for  step and  column  salary  increases as well as health benefit 
increases must be  factored  in. Declining enrollment  is  included  in  the multi‐year projections. 
Board  action  taken  to  balance  the  2013‐14  fiscal  year  have  been  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.  Information contained in the Governor’s May Revise was not conclusive 
and is, therefore, not factored into this Third Interim Report. 
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IV. Goals, Objectives and Measures: 
 

 Maintain  a  balanced  budget  for  fiscal  year  2012‐13  and  continue  to  closely  follow 
actions by  the  State  Legislator and  the Governor  to ensure a balanced 2013‐14  fiscal 
year budget. 

 
 Develop a recommendation for a Board approved fund balance policy and  incorporate 

this policy into future year’s budget development. 
 

 Develop  a  plan  to  address  the  ongoing  structural  deficit  through  appropriate  budget 
review and expenditure reductions.  

 
V. Major Initiatives: 
 
Use the Third Interim Financial Report information to help guide budget development for fiscal 
years 2013‐14 and 2014‐15.   
 
VI. Results: 
 
Budget development for the 2013‐14 fiscal year will follow the calendar approved by the Board.  
The Board will be presented with a balanced budget for the 2013‐14 fiscal year. 
 

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. 
 Meet and communicate with bargaining unit partners. 
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ESTIMATED FINANCIAL PROJECTION FACTORS 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
MULTI-YEAR BUDGET ASSUMPTIONS:  2012-13 THROUGH 2014-15 
 

REVENUES:  

Revenue Limit  Fiscal Year (FY) 2012-13 funded on 41,380 Average Daily 
Attendance (ADA). 

 FY 2012-13 Revenue Limit ADA is based on greater of prior year or 
current year ADA. Since SCUSD is in declining enrollment, 2011-12 
(prior year) ADA will be used for 2012-13. 

 FY 2013-14 assumes 800 declining enrollment with a decrease of 760 
ADA. Prior year ADA will be used for 2013-14 

 FY 2013-14 assumes an increase of $267 per ADA. 

 FY 2014-15 assumes funded on 39,539 ADA (prior year ADA). 

Federal Revenues  Federal Revenues are maintained at 2011-12 funding levels for 
regular programs. FY 2012-13 reflects the decrease of American 
Recovery and Reinvestment Act (ARRA) funds. Years 2013-14 and 
2014-15 exclude the one-time funds received for 2012-13.  

 FY 2013-14 reflects a 5.9% decrease for all federal programs due to 
sequestration. 

OTHER STATE REVENUES:  

Special Education & 
Transportation 

 Special Education is funded at the same ratio as 2011-12. It reflects 
the decline in ADA. 

 For 2012-13, 2013-14, and 2014-15 the Special Education and 
Transportation encroachment (contribution) is fully supported by the 
unrestricted monies from the General Fund.  

 For 2012-13, 2013-14 and 2014-15 Special Education Transportation 
Apportionments are maintained. 

 2012-13 2013-14 2014-15 

State Statutory COLA – 
Revenue Limit 

3.24% 1.565% 1.80% 

K-12 Revenue Limit 
Deficit 

22.272% 19.233% 19.233% 

State Categorical 
Funding (including adult 
education, deferred 
maintenance and 
ROC/P) 

Tier I, II and III

 

 

 

 
 

0.00% 

 

 

 

 
 

1.565% 

 

 

 

 
 

1.80% 

California Consumer   
Price Index (CPI) 

2.30% 2.20% 2.30% 
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MULTI-YEAR BUDGET ASSUMPTIONS:  2012-13 THROUGH 2014-15 (Continued) 

  

State Categorical Programs  Based on current law state flexibility provisions, appropriate 
adjustments have been made for Tier III programs.  

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

 FY 2014-15 QEIA funding is eliminated at all schools. 

 FY 2012-13, 2013-14, and 2014-15 eliminates Adult Education and 
Deferred Maintenance (Tier III Funds). 

 FY 2012-13, 2013-14, and 2014-15 reduced ROP and Gate Programs 
by 5%. 

Class Size Reduction  FY 2012-13, 2013-14, and 2014-15 assumes K-3 CSR at contract 
maximum. 

Lottery  The expected annual funding is projected at $155 per ADA for 2012-
13 (unrestricted $125 and $30 restricted) and outlying years. 

  

LOCAL REVENUES:   

Other Local Revenue  Local Revenue assumes a similar level of funding in outlying years as 
2012-13.  

  

EXPENDITURES:  

Certificated Salaries  Certificated staffing for FY 2012-13, 2013-14, and 2014-15 is based 
on 2011-12 staffing levels with increased class sizes 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 

 FY 2012-13 includes approved reductions for co-curricular stipends, 
counselors, assistant principals, librarians and central office staffing. 

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

 FY 2012-13 and 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 does not include furlough days. The agreements for 
furlough days end on June 30, 2014. 
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MULTI-YEAR BUDGET ASSUMPTIONS:  2012-13 THROUGH  2014-15 (Continued) 

Classified Salaries  Classified staffing for 2012-13 is based on 2011-12 staffing levels 
with decreases for staff reductions due to budget constraints. FY 2012-
13 includes the elimination of Home-to-School Transportation, 
reduction of 50% of custodial staff and plant managers, reduction of 
maintenance staff by 20% and central office staffing reductions. 

 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 restoring 17 SPOM’s or custodians.  

 FY 2012-13 and 2013-14 assumes furlough days approved by 
bargaining units.  

Employee Benefits  The estimated statutory benefits for Certificated staff is 13.19%. 

 The estimated statutory benefits for Classified staff is 24.16%. 

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

 Post-Retirement Health Benefits are based on FY 2011-12 
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 

 No projected increases in supplies, services or capital outlay. FY 
2012-13 includes reductions for contractual agreements as approved 
by the Board as part of the budget reductions. Budget is maintained in 
the outlying years. 

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

 The approved rate is 2.67% for FY 2012-13, and 3.56% for 2013-14. 

Other Outgo/Transfers/ 
Contributions 

 Contributions to Restricted Programs – The FY 2012-13 budget and 
outlying years include 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 2012-13 includes assumptions to recover from the use of one-time 
funds:  Title-I ARRA, IDEA ARRA, and Federal Education Job Fund. 

 Tier III programs flexibility is maintained. 

 FY 2012-13 includes $1.7 million to pay an arbitration settlement to 
SCTA members.                    Page 3



 

 

MULTI-YEAR BUDGET ASSUMPTIONS:  2012-13 THROUGH 2014-15 (Continued) 

 

BEGINNING BALANCE/RESERVES: 

Beginning Balance  Based on 2011-12 actual ending fund balance. 

Reserves  The 2012-13, 2013-14 and 2014-15 projections fund the 2% General 
Fund Reserve for Economic Uncertainty, provided steps are taken to 
reach budget reduction goals. 

 The Reserve for Retiree Unfunded Liability is eliminated in 2012-13 
as approved by the Board as part of budget reductions. 
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2012-13 BUDGET OVERVIEW 
 

 
 
BUDGET OVERVIEW 
 
Sacramento City Unified School District financial goal is to maintain the state 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 FY 2012-13 and multi-year 
projections for FY 2013-14 and 2014-15. 

 
Sacramento City Unified School District Budget is comprised of three major components: (1) Fund 
Balance (Ending and Beginning Balance); (2) Revenues; and (3) Expenditures. 
 
Two conditions impact the Sacramento City Unified School District Budget: 

a. Revenue – State Budget   including declining enrollment 
b. Expenditures – increases in expenditures   
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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 Economic Impact Aid program and No Child Left Behind Title I Program and others. 
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Revenues and Expenditures - Summary 
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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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