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The Notes consist of separate and distinct issues of Notes. The Notes of each District have been authorized, sold, and issued, and are secured, 
independently by or on behalf of each District. No District will pay any other District's unpaid obligation on its Notes, or make up any deficiency in 
Pledged Revenues deposited in any other District's Repayment Fund. See "DEFINITIONS" herein. 

The Notes of each District are by statute general obligations of that District. The principal amount ofNotes, together with interest thereon, will 
be payable from taxes, revenue, and other unrestricted moneys which are received by a District for the fiscal year 2004/05 which are generally available 
for the payment of current expenses and other obligations of such District. As security for payment of the Notes, the Districts have pledged to deposit in 
the Repayment Fund at certain times prior to June 30, 2005, moneys sufficient to pay principal of, and interest on, the Notes. See "THE NOTES -
Security and Sources of Payment" herein. 

The Notes are issued in denominations of $1,000 or integral multiples thereof. All principal of and interest on the-Notes is payable upon 
maturity (as described herein under "THE NOTES- General Provisions"). The Notes are to be delivered as fully registerecff,:19(es, \\f},~out coupons 
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See "THE NOTES - General Provisions" herein. ~;:~ "- i ; - .. : 

The following firm, serving as financial advisor to the Districts, has structured this financing? ?· c.,~ 
\ .:: .... - . 'ir;; 
(-; : .. : 
::', :> ;;;:? ,a ['" 
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Each issue of Notes will be offered when, as and if issued and received by the Underwriters, subject to the approval of legality by Quint & 
Thimmig LLP, San Francisco, Califomia, Bond Counsel. It is anticipated that each issue of Notes in book-entry only form will be available for delive,y 
through DTC in New York, New York, on or about July I, 2004. 

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT A SUMMARY OF THIS 
ISSUE. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN 
INFORMED INVESTMENT DECISION. 

Official Statement dated: June 3, 2004. 



Princi12al Amgunt Issuer Coupon Rate Reoffering Yield 

$ 4,600,000 Alameda Unified School District 3.00% 1.58% 
$ 2,700,000 Albany Unified School District 3.00% 1.64% 
$ 5,460,000 Ceres Unified School District 3.00% 1.58% 
$ 8,500,000 Cupertino Union School District 3.00% 1.58% 
$ 3,500,000 Dublin Unified School District 3.00% 1.61% 
$ 6,000,000 Evergreen School District 3.00% 1.53% 
$ 9,500,000 Fremont Union High School District 3.00% 1.53% 
$ 6,250,000 Los Altos School District 3.00% 1.52% 
$ 3,000,000 Los Gatos Union School District 3.00% 1.55% 
$ 3,500,000 Milpitas Unified School District 3.00% 1.65% 
$ 5,230,000 Petaluma Joint Union High School District 3.00% 1.58% 
$ 3,500,000 Piedmont Unified School District 3.00% 1.65% 
$ 2,500,000 Rincon Valley Union Elementary School District 2.50% 1.55% 
$ 4,000,000 San Lorenzo Unified School District 3.00% 1.58% 
$13,000,000 Sequoia Union High School District 3.00% 1.53% 
$ 5,000,000 Sunnyvale School District 3.00% 1.58% 

No dealer, broker, salesperson or other person has been authorized by the Districts to give any information or 
to make any representations other than those contained herein and, if given or made, such other information or 
representations must not be relied upon as having been authorized by the Districts. This Official Statement does not 
constitute an offer to sell or the solicitation of any offer to buy nor shall there be any sale of the Notes by a person in 
any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale. 

This Official Statement is not to be construed as a contract with the purchasers of the Notes. Statements 
contained in this Official Statement which involve estimates,forecasts, or matters of opinion, whether or not expressly 
so described herein, are intended solely as such and are not to be construed as a representation of facts. The 
summaries and references to documents, statutes, and constitutional provisions referred to herein do not purport to be 
comprehensive or definitive, and are qualified in their entireties by reference to each such document, statute, and 
constitutional provision. 

The information set forth herein, other than that provided by the Districts, has been obtained from sources 
which the Districts believe to be reliable. The information and expressions of opinion herein are subject to change 
without notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the Districts since the date 
hereof. This Official Statement is submitted in connection with the sale of the Notes referred to herein and may not 
be reproduced or used, in whole or in part,for any other purpose. 

THE UNDERWRITERS HA VE PROVIDED THE FOLLOWING SENTENCE FOR INCLUSION IN 
THIS OFFICIAL STATEMENT. THE UNDERWRITERS HA VE REVIEWED THE INFORMATION IN THIS 
OFFICIAL STATEMENT IN ACCORDANCE WITH, AND AS PART OF, ITS RESPONSIBILITIES TO 
INVESTORS UNDER THE FEDERAL SECURITIES LAWS AS APPLIED TO THE FACTS AND 
CIRCUMSTANCES OF THIS TRANSACTION, BUT THE UNDERWRITERS DO NOT GUARANTEE THE 
ACCURACY OR COMPLETENESS OF SUCH INFORMATION. 

THE PRICES AND OTHER TERMS OF THE OFFERING AND SALE OF THE NOTES MAY BE 
CHANGED FROM TIME TO TIME BY THE UNDERWRITER AFTER SUCH NOTES ARE RELEASED FOR 
SALE AND SUCH NOTES MAY BE OFFERED AND SOLD AT PRICES OTHER THAN THE INITIAL 
OFFERING PRICES, INCLUDING SALES TO DEALERS WHO MAY SELL SUCH NOTES INTO 
INVESTMENT ACCOUNTS. IN CONNECTION WITH THE OFFERING OF NOTES, THE UNDERWRITERS 
MAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICES FOR SUCH NOTES AT A LEVEL ABOVE THAT WHICH MIGHT PREVAIL IN THE OPEN 
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 

THE NOTES HA VE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE 
COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, IN RELIANCE UPON THE 
EXEMPTION CONTAINED IN SECTION 3(a)(2) OF SUCH ACT. 
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2004 TAX AND REVENUE ANTICIPATION NOTES 

INTRODUCTION 

This introduction is not a summary of this official statement (the ''Official Statement'). It is only a 
brief description of and guide to, and is qualified by, more complete and detailed information contained in the 
entire Official Statement, including the cover page and appendices hereto, and the documents summarized or 
described herein. A fall review should be made of the entire Official Statement. The offering of each issue of 
Notes to potential investors is made only by means of the entire Official Statement. 

This Official Statement, which includes the cover page and appendices hereto, is provided to furnish 
information in connection with the sale of each issue of Notes, as defined and described more fully herein. 
See "DEFINITIONS" herein. 

Separate Issues 

The Notes consist of separate and distinct issues of Notes. The Notes of each District have been 
authorized, sold, and issued, and are secured, independently by each District. No District will pay any other 
District's unpaid obligation on its Notes, nor make up any deficiency in Pledged Revenues deposited in any 
other District's Repayment Fund. See "DEFINITIONS" herein. 
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The Districts 

The Districts, as defined in "DEFINITIONSn herein, are public school districts operating within the 
State of California. More detailed information regarding the area served by, the student population, and the 
financial position of each District is contained in separate sections for each respective District. For a more 
detailed description of each individual District, see the appropriate County and District section. 

Purpose of the Notes 

Proceeds of the Notes will be used and expended by each District for any purpose for which such 
District is authorized to expend funds from its general fund, including, but not limited to, current expenses, 
capital expenditures, investment and reinvestment and the discharge of any obligation or indebtedness of such 
District. 

Authority for Issuance of the Notes 

The Notes are issued pursuant to certain provisions of the California Government Code and pursuant 
to the Authorizing Resolutions, as defined in "DEFINITIONS" herein, adopted by each District's governing 
board and by the Board of Supervisors of the appropriate County. See "DEFINITIONS" and "THE NOTES 
- Authority for Issuance" herein. 

Sources of Payment for the Notes 

The Notes of each District are by statute general obligations of that District. The principal amount of 
the Notes, together with interest thereon, will be payable from Unrestricted Moneys, as defined in 
"DEFINITIONS6 herein. As security for the payment of principal of and interest on an issue of Notes, the 
applicable District has pledged certain Pledged Revenues, as defined herein, to be deposited in a Repayment 
Fund, as defined herein, at certain times prior to June 30, 2005. In the event of bankruptcy, the rights of 
Noteowners regarding the deposit of the respective Pledged Revenues into the respective Repayment Fund 
may be subject to the discretion of Bankruptcy Court. See "THE NOTES - Security and Sources of 
Payment" herein. 

Description of the Notes 

General. Each issue of Notes will be issued in denominations of $1,000 or any integral multiple 
thereof Principal of and interest on the Notes will be payable at maturity. The Notes are not subject to 
optional redemption prior to maturity. See "THE NOTES - General Provisions" herein. 

Registration, Transfers and Exchanges. The Notes will be issued in fully registered form, without 
coupons, and, when delivered, will be registered in the name of Cede & Co., as nominee of The Depository 
Trust Company C'DTC"), New York, New York. DTC will act as securities depository for the Notes and all 
transfers and exchanges will occur through book-entries made by DTC. See "THE NOTES -Book-Entry 
System" and "-Discontinuation of Book-Entry System; Payment to Beneficial Owners" herein. 

Payments. Principal of and interest on the Notes is payable upon maturity. See "THE NOTES -
General Provisions" herein. 
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Redemption. The Notes are not subject to optional redemption prior to maturity. See "THE NOTES 
- General Provisions" herein. 

District Investments 

Proceeds from the sale of the Notes will be deposited in the Treasury of the County appropriate to 
each District in a proceeds fund to the credit of the District. Monies in such proceeds fund will be invested by 
the County Treasurer in the County pool or in other investments as permitted by the laws of the State of 
California. See "THE NOTES-Investment of Note Proceeds" herein. 

Substantially all operating funds of each of the Districts are invested in the Treasury of the County in 
which the individual District is located. Generally, the County Treasurer pools County funds with school 
district funds and funds of other public agencies and invests the cash. See "GENERAL SCHOOL 
DISTRICT INFORMATION - County Investment Pools" herein. 

Tax Matters 

In the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, subject, however 
to certain qualifications described herein, under existing law, the interest on each issue of Notes is excluded 
from gross income for federal income tax purposes and such interest is not an item of tax preference for 
purposes of the federal alternative minimum tax imposed on individuals and corporations, although for the 
purpose of computing the alternative minimum tax imposed on certain corporations, such interest is taken into 
account in determining certain income and earnings. In the further opinion ofBond Counsel, the Notes issued 
in the name of the Districts identified as "Bank Qualified" on the cover of this Official Statement are 
"qualified tax-exempt obligations" within the meaning of section 265(b )(3) of the Internal Revenue Code of 
1986. In the further opinion of Bond Counsel, the interest on each issue of Notes is exempt from California 
personal income taxes. See "LEGAL MATTERS-Tax Matters" herein. 

Professionals Involved in the Offering 

Kelling, Northcross & Nobriga, A Division of Zions First National Bank, is the financial advisor to 
each of the Districts with respect to the Notes. All proceedings in connection with the issuance of the Notes 
are subject to the approval of Quint & Thimmig LLP, Bond Counsel to each of the Districts with respect to 
the Notes. Both Kelling, Northcross & Nobriga and Quint & Thimmig LLP will receive compensation from 
each of the Districts contingent upon the sale and delivery of the Notes. 

Offering and Delivery of the Notes 

The Notes are offered when, as and if issued and received by the Underwriters, subject to the 
approval oflegality by Bond Counsel. It is anticipated that the Notes in book-entry form will be available for 
delivery through DTC in New York, New York on or about July 1, 2004. 

Other Information 

This Official Statement speaks only as of its date, and the information contained herein is subject to 
change. See "MISCELLANEOUS-Continuing Disclosure" herein. 
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Copies of documents referred to herein and information concerning the Notes are available from each 
district. The Districts may impose a charge for copying, mailing and handling. 

Alameda Unified School District 

Albany Unified School District 

Ceres Unified School District 

Cupertino Union School District 

Dublin Unified School District 

Evergreen School District 

Fremont Union High School District 

Los Altos School District 

Los Gatos Union School District 

Milpitas Unified School District 

Petaluma Joint Union High School District 

Piedmont Unified School District 

Rincon Valley Union Elementary School District 

San Lorenzo Unified School District 

Sequoia Union High School District 

Sunnyvale School District 

2200 Central Avenue, Room 105E 
Alameda, CA 94501-4450 

I 000 San Pablo A venue 
Albany, CA 94706 

2503 Lawrence Street 
Ceres, CA 95307 

1030 I Vista Drive 
Cupertino, CA 95014-2040 

7471 Larkdale Avenue 
Dublin, CA 94568-1500 

3188 Quimby Road 
San Jose, CA 95148-3022 

589 West Fremont Avenue 
Sunnyvale, CA 94087 

20 I Covington Road 
Los Altos, CA 94024-4030 

15766 Poppy Lane 
Los Gatos, CA 95030-3228 

1331 East Calaveras Boulevard 
Milpitas, CA 95035-5707 

200 Douglas Street 
Petaluma, CA 94952-2575 

760 Magnolia A venue 
Piedmont, CA 94611-4047 

1000 Yulupa A venue 
Santa Rosa, CA 95405-7020 

15510 Usher Street 
San Lorenzo, CA 94580-1623 

480 James Ave. 
Redwood City, CA 94062-1041 

819 West Iowa Avenue 
Sunnyvale, CA 94086-5926 

END OF INTRODUCTION 
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DEFINITIONS 

The following are definitions for terms used throughout this Official Statement to describe the 
issuance of tax and revenue anticipation notes in the name of certain school districts operating within the State 
of California (the "State"). These tax and revenue anticipation notes are authorized, secured, sold, and issued 
separately. 

The ''District. 11 A school district issuing tax and revenue anticipation notes as named herein. 
Collectively the "Districts." 

The ''District Board. 11 The governing board of the District. Collectively, the "District Boards." 

The "County. 11 The appropriate county, either Alameda, San Mateo, Santa Clara, Sonoma, or 
Stanislaus, in which each District is located and whose Board of Supervisors has adopted the resolution 
authorizing the issuance of the Notes. 

The "Notes. 11 The securities, individually or collectively, issued in the name of each District. The 
Notes of each District are summarized below under "Summary of the Notes." 

The '~uthorizing Resolutions. 11 The resolution adopted by the County Board of Supervisors of the 
appropriate County on the date specified below pursuant to a separate requesting resolution of a District 
adopted on the date specified below, together with such requesting resolution. 

The "Pledged Revenues. 11 The specific Unrestricted Moneys, as defined herein, which are pledged by 
each District at certain times and in certain amounts as specified below. Pledged Revenues will be deposited 
by each District into such District's Repayment Fund. Pledged Revenues are required to be so deposited 
according to the dates specified for each District in each District's Authorizing Resolution, summarized below 
under "Summary of the Notes." 

The "Repayment Fund. " The fund established by the appropriate County to hold segregated Pledged 
Revenues set aside by each District for Note repayment. The County will transfer moneys in the Repayment 
Fund to Cede & Co., as nominee for DTC, for the payment in full of principal of and interest on each 
District's respective Notes at their maturity. 

The 'Vnrestricted Moneys. 11 Taxes, revenues and other unrestricted moneys which are received by a 
District for the general fund of that District for the fiscal year 2004/05, which are generally available for the 
payment of current expenses and other obligations. 

Summary of the Notes 

The following table lists each District and provides a summary of the Notes being issued. 
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SUMMARY OF THE NOTES 

Principal Adoption Dates for 
Amount Issue County Authorizing Resolutions Pledged Revenues 

$ 4,600,000 Alameda Unified School District Alameda District Board: April 27, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 18, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
l 00% of interest in May, 2005 

$ 2,700,000 Albany Unified School District Alameda District Board: April 20, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 18, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
l 00% of interest in May, 2005 

$ 5,460,000 Ceres Unified School District Stanislaus District Board: April 12, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 4, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
100% of interest in May, 2005 

$ 8,500,000 Cupertino Union School District Santa Clara District Board: April 13, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 4, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
100% of interest in May, 2005 

$ 3,500,000 Dublin Unified School District Alameda District Board: April 6, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 18, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
100% of interest in May, 2005 

$ 6,000,000 Evergreen School District Santa Clara District Board: April 22, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 18, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
l 00% of interest in May, 2005 

$ 9,500,000 Fremont Union High School District Santa Clara District Board: April 13, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 4, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
100% of interest in May, 2005 

$ 6,250,000 Los Altos School District Santa Clara District Board: April 5, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 4, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
100% of interest in May, 2005 

$ 3,000,000 Los Gatos Union School District Santa Clara District Board: April 7, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 4, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
100% of interest in May, 2005 

$ 3,500,000 Milpitas Unified School District Santa Clara District Board: April 27, 2004 40% of principal in January, 2005 
2004 Tax and Revenue Anticipation Notes County Board: May 18, 2004 40% of principal in April, 2005 

20% of principal in May, 2005 
100% of interest in Ma , 2005 
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$ 5,230,000 

$ 3,500,000 

Petaluma Joint Union High School District 
2004 Tax and Revenue Anticipation Notes 

Piedmont Unified School District 
2004 Tax and Revenue Anticipation Notes 

$ 2,500,000 Rincon Valley Union Elementary School District 
2004 Tax and Revenue Anticipation Notes 

$ 4,000,000 

$13,000,000 

$ 5,000,000 

San Lorenzo Unified School District 
2004 Tax and Revenue Anticipation Notes 

Sequoia Union High School District 
2004 Tax and Revenue Anticipation Notes 

Sunnyvale School District 
2004 Tax and Revenue Anticipation Notes 

SUMMARY OF THE NOTES 

Sonoma 

Alameda 

Sonoma 

Alameda 

San Mateo 

Santa Clara 

District Board: May 18, 2004 
County Board: May 25, 2004 

District Board: April 7, 2004 
County Board: May 18, 2004 

District Board: April 6, 2004 
County Board: May 25, 2004 

District Board: April 6, 2004 
County Board: May 18, 2004 

District Board: March 31, 2004 
County Board: May 11, 2004 
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District Board: May 6, 2004 
County Board: May 18, 2004 

40% of principal in January, 2005 
40% of principal in April, 2005 
20% of principal in May, 2005 
100% of interest in May, 2005 

40% of principal in January, 2005 
40% of principal in April, 2005 
20% of principal in May, 2005 
100% of interest in May, 2005 

40% of principal in January, 2005 
40% of principal in April, 2005 
20% of principal in May, 2005 
100% of interest in May, 2005 

40% of principal in January, 2005 
40% of principal in April, 2005 
20% of principal in May, 2005 
100% of interest in May, 2005 

40% of principal in January, 2005 
40% of principal in April, 2005 
20% of principal in May, 2005 
100% of interest in May, 2005 

40% of principal in January, 2005 
40% of principal in April, 2005 
20% of principal in May, 2005 
100% of interest in May, 2005 



THE NOTES 

Purpose of the Notes 

The Notes are issued in anticipation of future receipt of moneys intended as general fund revenues of 
each District. Proceeds of the Notes will be used and expended by each District for any purpose for which 
such District is authorized to expend funds from its general fund, including, but not limited to, current 
expenses, capital expenditures, and the discharge of any obligation or indebtedness of such District. 

Authority for Issuance 

The Notes are issued in conformity with the laws of the State including Article 7.6 (commencing with 
Section 53850), Chapter 4 of Part 1 of Division 2 of Title 5 of the California Government Code (the "Act") 
and pursuant to the Authorizing Resolutions of each District and the appropriate County. See 
"DEFINITIONS - Summary of the Notes" herein. 

General Provisions 

The Notes consist of separate and distinct issues as described above. The Notes will be dated as of 
the date of delivery, will mature (without option of prior redemption) 359 days after such date of delivery, and 
will bear interest from such date at the rates per annum set forth on the inside of the cover page hereof on the 
basis of a 360-day year of twelve 30-day months. Principal of and interest on the Notes is payable upon 
maturity. The Notes will be issued in book-entry form (see "THE NOTES-Book-Entry System" and"
Discontinuation of Book-Entry System; Payment to Beneficial Owners" herein) and in denominations of 
$1,000 each or any integral multiple thereof. The Notes are not subject to optional redemption prior to 
maturity. 

Bank Qualification 

The Notes issued in the name of the Districts identified as "Bank Qualified" on the cover of this 
Official Statement are "qualified tax-exempt obligations" within the meaning of section 265(b )(3) of the 
Internal Revenue Code of 1986. See "LEGAL MATTERS-Tax Matters" herein. 

Investment of Note Proceeds 

Proceeds from the sale of the Notes will be deposited in the Treasury of the appropriate County in a 
proceeds fund to the credit of each District. Moneys in such proceeds fund shall, to the greatest extent 
possible, be invested by the appropriate County Treasurer, or other investment officer of the appropriate 
County, directly in investments, or through an investment agreement, as permitted by the laws of the State, 
including those permitted under Section 53601 of the Act, as now in effect and as hereafter amended, and in 
accordance with such procedures and subject to such requirements as the County Treasurer or such other 
investment officer shall establish. 
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Security and Sources of Payment 

The Notes of each District are, by statute, general obligations of that District. The principal amount 
of Notes, together with interest thereon, will be payable from the Unrestricted Moneys for fiscal year 2004/05 
which are generally available for the payment of current expenses and other obligations of such District. 

As security for the payment of principal of and interest on an issue of Notes, the applicable District 
has pledged the first Unrestricted Moneys received during the months and in the amounts identified in 
"DEFINITIONS- Summary of the Notes" herein (the "Pledged Revenues"). The Pledged Revenues will be 
in an amount sufficient to pay the principal of and interest on the Notes. The principal of and interest on the 
Notes constitute a first lien and charge against, and will be paid from, the Pledged Revenues. 

To the extent not paid from Pledged Revenues, the Notes will be paid from any other moneys of said 
District lawfully available therefor. In the event that there are insufficient Unrestricted Moneys received by 
any District to permit deposit into its Repayment Fund of the full amount of such District's Pledged Revenues 
to be deposited in any month on the last business day of such month, then the amount of any deficiency shall 
be satisfied and made up from any other moneys of said District lawfully available for the repayment of the 
Notes and the interest thereon. The Notes of each District are secured independently by each District. No 
District will pay any other District's unpaid obligation on the Notes, nor make up any deficiency in Pledged 
Revenues deposited in any other District's Repayment Fund. 

The Authorizing Resolutions create special funds to be held on behalf of each District by the 
appropriate County Treasurer, separate and distinct from all other County and District funds and accounts and 
designated as the appropriate Repayment Fund (see "DEFINITIONS - Summary of the Notes" herein). 
Any moneys placed in each District's Repayment Fund will be for the benefit of the registered owners of such 
District's Notes, and until the principal of and interest on such Notes is paid or provided for, each District's 
Repayment Fund will be used solely for the payment of principal of and interest on such District's Notes. 

All moneys held in each District's Repayment Fund will be invested in any one or more investments 
generally permitted to school districts under the laws of the State of California, including those permitted 
under Section 53601 of the Act, and complying with Standard & Poor's investment criteria corresponding to 
the rating on the Notes. 

As further security, each District has covenanted in the Authorizing Resolutions that it will not 
request the County Treasurer to make temporary transfers of funds during the 2004/05 fiscal year until the full 
amount of Pledged Revenues has been deposited into the Repayment Fund. The Authorizing Resolutions, 
however, do not preclude any District from issuing subsequent series of tax and revenue anticipation notes 
during the 2004/05 fiscal year. 

Because each affected County will be in possession of the taxes and other revenues to be set aside to 
pay one or more issues of Notes, and such moneys are likely to be invested in its pooled investment fund, 
should such County go into bankruptcy, a court might hold that the Owners of the Notes do not have a valid 
lien on the amounts set aside in the Repayment Funds. In that case, unless the Owners could "trace" the funds, 
the Owners would be merely unsecured creditors of the County. There can be no assurance that the Owners 
could successfully so "trace" the Pledged Moneys and other Unrestricted Revenues, if any, set aside in the 
Repayment Funds. 
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Note Coverage Ratio 

A "Note Coverage Ratio" can be calculated for each District by dividing the June 30, 2005, estimated 
ending cash balance (excluding Note repayment) by the principal and interest on the Notes. See the 
appropriate District section "-Note Coverage Ratio" for further detail regarding the Note Coverage Ratio 
for each District. 

Other District Funds 

Many of the Districts maintain substantial balances in segregated funds that are restricted as to use. 
These funds are not available for working capital expenditures of the type being financed by the Notes and 
have not been considered in the cash flow analyses in each District section. Other District funds are not 
pledged to the repayment of the Notes. 

Generally, however, these funds may be accessed on a temporary basis through District Board action 
and must be repaid within the same fiscal year, or in the following fiscal year under certain circumstances. 
The process for accessing special or restricted fund moneys is described in Section 42603 of the Education 
Code. See each District section "-Other District Funds" for a description of other significant restricted 
funds maintained by each District. 

Book-Entry System 

The information in this section concerning DTC and DTC :S- book-entry system has been furnished by 
DTC for use in disclosure documents, and the Districts and Counties take no responsibility for the accuracy 
or completeness thereof The Districts and Counties cannot and do not give any assurances that DTC will 
distribute to Direct Participants, or that Direct Participants or Indirect Participants will distribute to the 
Beneficial Owners, payments of principal of, interest, and premium, if any, on each issue of Notes paid or any 
redemption or other notices or that they will do so on a timely basis or will serve and act in the manner 
described in this Official Statement. Neither the Districts nor the Counties are responsible or liable for the 
failure of DTC or any Direct or Indirect Participant to make any payments or give any notice to a Beneficial 
Owner or any error or delay relating thereto. Accordingly, no representations can be made concerning these 
matters and neither the Direct nor Indirect Participants nor the Beneficial Owners should rely on the 
following information with respect to such matters but should instead confirm the same with DTC or the DTC 
Participants, as the case may be. 

DTC will act as securities depository for each issue of the Notes. The Notes will be issued as 
fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other 
name as may be requested by an authorized representative ofDTC. One fully-registered Note certificate will 
be issued for each issue of the Notes, each in the aggregate principal amount of such issue, and will be 
deposited with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking 
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a 
"clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing 
agency" registered pursuant to the provisions of Section 17 A of the Securities Exchange Act of 1934. DTC 
holds securities that its participants ("Direct Participants") deposit with DTC. DTC also facilitates the 
settlement among Direct Participants of securities transactions, such as transfers and pledges, in deposited 
securities through electronic computerized book-entry changes in Direct Participants' accounts, thereby 
eliminating the need for physical movement of securities certificates. Direct Participants include securities 
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brokers and dealers, bankers, trust companies, clearing corporations, and certain other organizations. DTC is 
owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the American Stock 
Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also 
available to others such as securities brokers and dealers, banks, and trust companies that clear through or 
maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect 
Participants"). The Rules applicable to DTC and its Direct and Indirect Participants are on file with the 
Securities and Exchange Commission. 

Purchases of the Notes under the DTC system must be made by or through Direct Participants, which 
will receive a credit for the Notes on DTC's records. The ownership interest of each actual purchaser of each 
Note ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records. Beneficial 
Owners will not receive written confirmation from DTC of their purchase, but Beneficial Owners are 
expected to receive written confirmations providing details of the transaction, as well as periodic statements 
of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the 
transaction. Transfers of ownership interests in the Notes are to be accomplished by entries made on the books 
of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their ownership interests in the Notes, except in the event that use of the book-entry 
system for the Notes is discontinued. 

To facilitate subsequent transfers, all Notes deposited by Direct Participants with DTC are registered 
in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an 
authorized representative of DTC. The deposit of Notes with DTC and their registration in the name of Cede 
& Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge 
of the actual Beneficial Owners of the Notes; DTC's records reflect only the identity of the Direct Participants 
to whose accounts such Notes are credited, which may or may not be the Beneficial Owners. The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners 
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be 
in effect from time to time. Beneficial Owners of Notes may wish to take certain steps to augment 
transmission to them of notices of significant events with respect to the Notes, such as redemptions, tenders, 
defaults, and proposed amendments to the security documents. Beneficial Owners of Notes may wish to 
ascertain that the nominee holding the Notes for their benefit has agreed to obtain and transmit notices to 
Beneficial Owners, or in the alternative, Beneficial Owners may wish to provide their names and addresses to 
the registrar and request that copies of notices be provided directly to them. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Notes. Under its usual procedures, DTC mails an Omnibus Proxy to each District as soon as possible after the 
record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants 
to whose accounts Notes are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Redemption proceeds, distributions, and dividend payments on the Notes will be made to Cede & 
Co., or such other nominee as may be requested by an authorized representative ofDTC. DTC's practice is to 
credit Direct Participants' accounts, upon DTC's receipt of funds and corresponding detail information from 
Issuer or Agent on payable date in accordance with their respective holdings shown on DTC's records. 
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary 
practices, as is the case with securities held for the accounts of customers in bearer form or registered in 
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"street name," and will be the responsibility of such Participant and not of DTC, Agent, or Issuer, subject to 
any statutory or regulatory requirements as may be in effect from time to time. Payment of redemption 
proceeds, distributions, and dividends to Cede & Co. (or such other nominee as may be requested by an 
authorized representative ofDTC) is the responsibility oflssuer or Agent, disbursement of such payments to 
Direct Participants shall be the responsibility of DTC, and disbursement of such payments to Beneficial 
Owners shall be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Notes at any 
time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor 
securities depository is not obtained, Note certificates are required to be printed and delivered. 

Issuer may decide to discontinue use of the system of book-entry transfers through DTC (or a 
successor securities depository). In that event, Note certificates will be printed and delivered. 

The information in this section concerning DTC and DTC's book-entry system has been obtained 
from sources that the Districts believe to be reliable, but the Districts and Counties take no responsibility for 
the accuracy thereof. 

Discontinuation of Book-Entry System; Payment to Beneficial Owners 

Only in the event that the book-entry system described above is discontinued with respect to the 
Notes, will provisions of the Resolution described below govern the payment, transfer and exchange of the 
Notes directly to the Beneficial Owners. Until then, these provisions apply directly only to DTC. 

Principal of the Notes and any premium upon the redemption thereof prior to the maturity will be 
payable upon presentation and surrender of the Notes at the principal office of the Paying Agent as defined in 
the Resolution, or such other location as the Paying Agent may specify. Interest shall be paid by check to the 
owner of any Note at the address of such owner shown on the registration books of the Paying Agent, or at 
such other address the owner of the Note has filed with the Paying Agent for such purpose on or before the 
Record Date. Owners of not less than $1,000,000 in principal amount of Notes may, by written request 
received by the Paying Agent not later than the Record Date prior to any Interest Payment Date, have interest 
payments made on the date due to an account maintained in the United States of America in immediately 
available funds. 

Any Note may be exchanged for Notes of any authorized denominations upon presentation and 
surrender at the principal office of the Paying Agent as defined in the Resolution, together with a request for 
exchange signed by the registered owner or by a person legally empowered to do so in a form satisfactory to 
the Paying Agent. A Note may be transferred only on the Note registration books upon presentation and 
surrender of the Note at the principal office of the Paying Agent together with an assignment executed by the 
registered owner or by a person legally empowered to do so in a form satisfactory to the Paying Agent. Upon 
exchange or transfer, the Paying Agent shall complete, authenticate and deliver a new Note or Notes of any 
authorized denomination or denominations requested by the registered owner or by a person legally 
empowered to do so, equal in the aggregate to the unmatured principal amount of the Note surrendered and 
bearing interest at the same rate and maturing on the same date. 

The Paying Agent will not be required to exchange or transfer any Note during the period from (a) the 
close of business on the applicable Record Date to and including the succeeding Interest Payment Date, or (b) 
the close of business on the date on which notice of redemption is given to and including the redemption date. 
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CONSTITUTIONAL AND STATUTORY PROVISIONS 
AFFECTING DISTRICT REVENUE AND APPROPRIATIONS 

The information in this section concerning certain provisions of Articles XIIIA, XIIIB, XIIIC and 
XIIID of the State constitution, Propositions 98 and 111 and certain other law is provided as supplementary 
information only, to outline the principal constitutional and statutory laws under which the operating revenue 
and finances ofK-12 school districts in the State are determined. For specific financial information on the 
District, see District section herein. 

Article XIIIA 

Article XIIIA of the State constitution (the "Constitution") limits, subject to certain exceptions, the 
amount of ad valorem taxes on real property to 1 % of "full cash value" as determined by the county assessor. 
Article XIIIA defines "full cash value" to mean "the county assessor's valuation of real property as shown on 
the 197 5/7 6 tax bill under 'full cash value' or, thereafter, the appraised value ofreal property when purchased, 
newly constructed, or a change in ownership has occurred after the 1975 assessment," subject to exemptions 
in certain circumstances of property transfer or reconstruction. The "full cash value" is subject to annual 
adjustment to reflect increases, not to exceed 2% for any year, or decreases in the consumer price index or 
comparable local data, or to reflect reductions in property value caused by damage, destruction or other 
factors. 

Article XIIIA requires a vote of two-thirds of those voting in an election to impose ad valorem taxes 
beyond 1 %, and, except to pay debt service on certain voter approved indebtedness, prohibits the imposition 
of any additional ad valorem, sales or transaction taxes on real property. Article XIIIA does permit ad 
valorem taxes to be levied in excess of the basic 1 % tax limitation as required to pay debt service (a) on any 
indebtedness approved by the voters prior to July 1, 1978, (b) on any bonded indebtedness approved by two
thirds of the votes cast by the voters for the acquisition or improvement of real property on or after July 1, 
1978, or (c) on any bonded indebtedness approved by fifty-five percent of the votes cast by the voters of a 
school or community college district for the construction, reconstruction, rehabilitation or replacement of, 
including furnishing and equipping of, or the acquisition or lease of real property for, school facilities, 
provided that certain accountability and other requirements are satisfied. In addition, Article XIIIA requires 
the approval of two-thirds of all members of the State Legislature to change any State taxes for the purpose of 
increasing tax revenues, while prohibiting the imposition by the State Legislature of any new ad valorem, 
sales or transaction taxes on real property. 

Legislation has been enacted and amended a number of times since 1978 to implement Article XIIIA. 
Under current law, local agencies are no longer permitted to levy directly any property tax except to pay 
voter-approved indebtedness. The 1 % property tax is automatically levied by each county in the State and 
distributed according to a formula among taxing agencies within that county. The formula apportions the tax 
roughly in proportion to the relative shares of taxes last levied prior to 1989. 

That portion of annual property tax revenues generated by increases in assessed valuations within 
each tax rate area within a county, subject to redevelopment agency claims, if any, on tax increment and 
subject to changes in organization, if any, of affected jurisdictions, is allocated to each jurisdiction within the 
tax rate area in the same proportion that the total property tax revenue from the tax rate area for the prior year 
was allocated to such jurisdictions. 
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Article XIIIB 

Article XIIIB of the Constitution, approved by voters in 1979 and subsequently amended by 
Propositions 98 and 111 (together, the "Gann limit"), limits the annual appropriations of the State and of any 
city, county, school district, authority or other political subdivision of the State, to the level of appropriations 
of the particular governmental entity for the prior fiscal year, as adjusted for changes in the cost ofliving and 
in population, for transfers in the financial responsibility for providing services and for certain declared 
emergencies. As amended, Article XIIIB defines: 

(a) "change in the cost ofliving" with respect to school districts to mean the percentage change in 
California per-capita income from the preceding year, and 

(b) "change in population" with respect to a school district to mean the percentage change in the 
average daily attendance of the school district from the preceding fiscal year. 

The appropriations of an entity oflocal government subject to Article XIIIB limitations include the 
proceeds of taxes levied by or for that entity and the proceeds of certain State subventions to that entity. 
"Proceeds of taxes" include, but are not limited to, all tax revenues and the proceeds to the entity from (a) 
regulatory licenses, user charges and user fees (but only to the extent that these proceeds exceed the 
reasonable costs in providing the regulation, product or service), and (b) the investment of tax revenues. For 
school districts Article XIIIB constrains appropriations from State and local tax sources, but not federal aid or 
non-tax income, such as revenues from cafeteria sales or adult education fees. 

Appropriations subject to limitation do not include (a) refunds of taxes, (b) appropriations for debt 
service, ( c) appropriations required to comply with certain mandates of the courts or the federal government, 
(d) appropriations of certain special districts, (e) appropriations for all qualified capital outlay projects as 
defined by the legislature, (f) appropriations derived from certain fuel and vehicle taxes and (g) appropriations 
derived from certain taxes on tobacco products. 

Article XIIIB includes a requirement that all revenues received by an entity of government other than 
the State in a fiscal year and in the fiscal year immediately following it in excess of the amount permitted to 
be appropriated during that fiscal year and the fiscal year immediately following it shall be returned by a 
revision of tax rates or fee schedules within the next two fiscal years. If a school district receives any 
proceeds of taxes in excess of its appropriations limit, it may increase its appropriations limit to equal that 
amount by taking appropriations limit from the State. 

Article XIIIB also includes a requirement that fifty percent of all revenues received by the State in a 
fiscal year and in the fiscal year immediately following it in excess of the amount permitted to be appropriated 
during that fiscal year and the fiscal year immediately following it shall be transferred and allocated to the 
State School Fund pursuant to Section 8.5 of Article XVI of the Constitution. See "Propositions 98 and 
111" below. 

Propositions 98 and 111 

On November 8, 1988 the voters approved Proposition 98, an initiative constitutional amendment and 
statute called "The Classroom Instructional Improvement and Accountability Act" ("Proposition 98"). In 
addition to adding certain provisions to the Education Code, Proposition 98 also amended Article XIIIB and 
Section 8 of Article XVI of the Constitution and added Section 8.5 of Article XVI to the Constitution, the 
effects of which are to establish a minimum level of State funding for school districts, to allocate to school 

14 



districts, within limits, State revenues in excess of the State's appropriations limit and to exempt such excess 
funds from school district appropriations limits. 

On June 5, 1990, the voters approved Proposition 111 (Senate Constitutional Amendment No. 1) 
called the "Traffic Congestion Relief and Spending Limit Act of 1990" ("Proposition 111 ") which further 
modified Article XIIIB and Sections 8 and 8.5 of Article XVI of the Constitution with respect to 
appropriations limitations and school funding priority and allocation. 

Article XIIIB, as amended by both Proposition 98 and Proposition 111, is discussed above under 
"Article XIIIB." 

The provisions of Sections 8 and 8.5 of Article XVI, as added to or amended by Propositions 98 and 
111, may be summarized as follows: 

(a) State Funding of Schools (Section 8). Monies to be applied by the State for the support of 
school districts must be at a level equal to the greater of the following "tests": 

(i) The amount which, as a percentage of the State general fund revenues which may be 
appropriated pursuant to Article XIIIB, equals the percentage of general fund 
revenues appropriated for school districts in fiscal year 1986/87; 

(ii) The amount actually appropriated to school districts in the prior fiscal year from 
general fund proceeds and from allocated local proceeds of taxes ( excluding any 
excess state revenues allocated pursuant to Section 8.5), adjusted for changes in 
enrollment and for the change in the cost ofliving ( operative only in a fiscal year in 
which the percentage growth in California per capita personal income is less than or 
equal to the percentage growth in per capita general fund revenues plus one-half of 
one percent); 

(iii) The amount actually appropriated to school districts in the prior fiscal year from 
general fund proceeds and from allocated local proceeds of taxes ( excluding any 
excess State revenues allocated pursuant to Section 8.5) adjusted for changes in 
enrollment and for the change in per capita general fund revenues, and, in addition, 
an amount equal to one-half of one percent times the prior year appropriations 
( excluding any excess State revenues) adjusted for changes in enrollment ( operative 
only in a fiscal year in which the percentage growth in California per capita personal 
income is greater than the percentage growth in per capita general fund revenues 
plus one-half of one percent). 

If the third test is used in any year the difference between the third test and the 
second test will become a "credit" to schools which will be paid in future years when 
the general fund revenue growth exceeds personal income growth. 

The State legislature by a two-thirds vote of both houses, with the Governor's 
concurrence, may suspend for one year the minimum funding provisions for school 
districts as provided for in Section 8. 

(b) Allocations to the State School Fund (Section 8.5). In addition to the amounts applied to 
school districts under the tests discussed above, the State Controller is directed to allocate 
available excess State revenues (pursuant to Article XIIIB) to the State School Fund. 
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However, no such allocation is required at any time that the Director of Finance and the 
Superintendent of Public Instruction mutually determine that current annual expenditures per 
student equal or exceed the average annual expenditures per student of the 10 states with the 
highest annual expenditures per student and the average class size equals or is less than the 
average class size of the 10 states with the lowest class size. 

Such allocations do not constitute appropriations subject to Article XIIIB limitations and are 
to be made in an equal amount per enrollment. 

Articles XIIIC and XIIID 

On November 5, 1996, the voters of the State approved Proposition 218, the so-called "Right to Vote 
on Taxes Act." Proposition 218 added Articles XIIIC and XIIID to the Constitution, which contain a number 
of provisions affecting the ability of local agencies, including school districts, to levy and collect taxes, 
assessments, fees and charges. Among other things, Article XIIIC establishes that every tax is either a 
"general tax" (imposed for general governmental purposes) or a "special tax" (imposed for specific purposes); 
prohibits special purpose government agencies such as school districts from levying general taxes; and 
prohibits any local agency from imposing, extending or increasing any special tax beyond its maximum 
authorized rate without a two-thirds vote. Article XIIIC also provides that no tax may be assessed on property 
other than ad valorem property taxes imposed in accordance with Articles XIII and XIIIA of the Constitution 
and special taxes approved by a two-thirds vote under Article XIIIA, Section 4. 

Article XIIIC also provides that the initiative power shall not be limited in matters of reducing or 
repealing local taxes, assessments, fees and charges. In respect to school district general obligation bonds, the 
Constitution and laws of the State impose a mandatory duty on the county Treasurer-Tax Collector to levy a 
property tax sufficient to pay debt service on such bonds coming due in each year. The initiative power 
cannot be used to reduce or repeal the authority and obligation to levy such taxes which are pledged as 
security for payment of such bonds or to otherwise interfere with performance of the mandatory duty of a 
school district and its county with respect to such taxes which are pledged as security for payment of such 
bonds. Legislation adopted in 1997 provides that Article XIIIC shall not be construed to mean that any owner 
or beneficial owner of a municipal security assumes the risk of, or consents to, any initiative measure which 
would constitute an impairment of contractual rights under the contracts clause of the U.S. Constitution. 

Voter approved special taxes, including those levied pursuant to the Mello-Roos Community 
Facilities Act, "parcel" taxes, and assessments levied pursuant to the Landscape and Lighting District Act of 
1972, that are not pledged by statute to the payment of bonds, may be subject to reduction or repeal by voter 
initiative under the provisions of Article XIIIC. 

Article XIIID deals with assessments and property-related fees and charges. Article XIIID explicitly 
provides that nothing in Article XIIIC or XIIID shall be construed to affect laws existing prior to enactment of 
Articles XIIIC and XIIID relating to the imposition of fees or charges as a condition of property development; 
however it is not clear whether the initiative power is therefore unavailable to repeal or reduce developer and 
mitigation fees imposed by a school district. 

The interpretation and application of Article XIIIC and Article XIIID will ultimately be determined 
by the courts with respect to a number of the matters discussed above, and it is not possible at this time to 
predict with certainty the outcome of such determination. 
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Future Initiatives 

Articles XIIIA, XIIIB, XIIIC and XIIID and Propositions 98 and 111 were each adopted as measures 
that qu~lified for the ballot pursuant to the State's initiative process. From time to time other initiative 
measures could be adopted, further affecting school districts' revenues or ability to expend revenues. 

AD VALOREMPROPERTY TAXATION 

Principal of and interest on the Notes are payable solely from all taxes, revenues, income, cash 
receipts and other unrestricted moneys of the Districts for the payment thereof (See "THE NOTES -
Security and Sources of Payment, and "THE NOTES -Available Sources of Repayment" herein.) The 
information in this appendix section describes how ad valorem property taxes in general are assessed and 
levied. 

County Services 

School districts within each county use the services of that county for the assessment and collection 
of property taxes for district purposes. District property taxes, including the ad valorem property tax for 
payment of general obligation bonds, are assessed and collected by the county at the same time and on the 
same rolls as county, special district and city property taxes. 

Assessed Valuation 

All property is assessed using full cash value as defined by Article XIIIA of the Constitution. State 
law exempts from taxation $7,000 of the full cash value of an owner-occupied dwelling, provided that the 
owner files for such exemption. This exemption does not result in any loss of tax revenue to local agencies, 
since the State reimburses local agencies for the value of taxes on exempted property. State law also provides 
exemptions from ad valorem property taxation for certain classes of property based on ownership or use, such 
as churches, colleges, non-profit hospitals and charitable institutions; the State does not reimburse local 
agencies for any tax not levied due to these exemptions. State and federal government property also is not 
taxed. 

For assessment and collection purposes, property is classified as either "secured" or "unsecured" and 
is listed accordingly on separate parts of the assessment roll. The "secured roll" is that part of the assessment 
roll containing State-assessed property and real property having a tax lien which is sufficient, in the opinion 
of the assessor, to secure payment of the taxes. Unsecured property comprises all taxable property not 
attached to land, such as personal property or business property. Boats, aircraft and business personal 
property are examples of unsecured property. Unsecured property is assessed on the "unsecured roll." Every 
tax levied by a county that becomes a lien on secured property has priority over all present and future private 
liens arising pursuant to State law on the secured property, regardless of the time of the creation of the other 
liens. A tax levied on unsecured property does not become a lien against the taxed unsecured property, but 
may become a lien on other property owned by the taxpayer. Valuation of secured property and a statutory 
tax lien is established as of January 1 prior to the tax year (the tax year is the July 1 -June 30 fiscal year of the 
State) of the related tax levy, and the secured and unsecured tax rolls are certified on or before July 1 of the 
tax year by the County Assessor. 
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Future growth in assessed valuation allowed under Article XIIIA is allocated on the basis of "situs" 
among the jurisdictions that serve the tax rate area within which the growth occurs. Local agencies and 
school districts will share the growth of"base" revenues from the tax rate area. Each year's growth allocation 
becomes part of each agency's allocation in the following year. 

State-Assessed Utility Property 

The Constitution provides that the State Board of Equalization (the "SBE") rather than counties assess 
certain property owned or used by regulated utilities. Such property is grouped and assessed by the SBE as 
"going concern" operating units, which may cross local tax jurisdiction boundaries, rather than as individual 
parcels of real or personal property separately assessed. Such utility property is known as "unitary property." 
The SBE assesses property at "fair market value," determined by various methods and formulae depending on 
the nature of the property, except that assessed value of certain railroad property is limited to a percentage of 
the fair market value determined by the SBE, in conformity with federal law. The SBE assesses values as of 
January 1 prior to the tax year of the related tax levy. Property tax on SBE-assessed property is then levied 
and collected by each county in the same manner as county assessed property, but at special county-wide tax 
rates, and distributed to each taxing agency within that county, subject to certain adjustments, according to the 
approximate percentage allocated to each taxing agency in the prior year. 

Recent changes in the California electric utility industry structure and in the way in which 
components of that industry are regulated and owned, including the sale of electric generation assets to largely 
unregulated, non-utility companies, may convert the status of such assets from SBE-assessed unitary property 
to locally assessed property. If locally taxed property were acquired by a utility and taxed as unitary property, 
local taxing agencies within a county will gain or lose assessed value depending on how such assessed value 
is redistributed among the local taxing agencies. If the State or a local municipality buys or otherwise 
acquires property owned by a private, tax paying utility, such property will be removed from the tax rolls. Ad 
valorem tax rates for local agency bonds may adjust up or down in response to such changes in assessed 
value. 

Tax Levies, Collections and Delinquencies 

Property tax rates are set by the first business day of September of the tax year of the related tax levy. 
The secured property tax is payable in two equal installments due November 1 and February 1, and 

payments become delinquent if not postmarked or paid by end of business day on December 10 and April 10, 
respectively. Taxes on unsecured property (personal property and leasehold interests) are levied at the 
preceding fiscal year's secured tax rate and have a due date set by each county effectively no earlier than 
July 1 and no later than July 31 of each year. Taxes on unsecured property become delinquent if not 
postmarked or paid by end of business day on August 31, or if added to the unsecured roll after July 31, 
become delinquent at the end of the month succeeding the month of enrollment. 

A 10% penalty attaches to any delinquent payment for secured roll taxes. In addition, property on the 
secured roll for which taxes are delinquent becomes tax-defaulted. Such property may thereafter be redeemed 
by payment of the delinquent taxes and the delinquency penalty, plus a redemption penalty to the time of 
redemption. If taxes are unpaid for a period of five years or more, the property is subject to auction sale by 
the County Tax-Collector. 

A 10% penalty also attaches to delinquent taxes on property on the unsecured roll, and after the last 
day of the second month after the 10% penalty attaches, an additional penalty of 1.5% per month begins to 
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accrue, and a lien is recorded against the assessee. The taxing authority has four ways of collecting unsecured 
personal property taxes: (a) a civil action against the taxpayer; (b) filing a certificate in the office of the 
County Clerk specifying certain facts in order to obtain a judgment lien on specific property of the taxpayer; 
( c) filing a certificate of delinquency for record in the County Recorder's office in order to obtain a lien on 
specified property of the taxpayer; and ( d) seizure and sale of personal property, improvements or possessory 
interests belonging or assessed to the assessee. 

Teeter Plan 

The Counties have adopted the Alternative Method of Distribution of Tax Levies and Collections and 
of Tax Sale Proceeds (the "Teeter Plan"), as provided for in Section 4701 et seq. of the State Revenue and 
Taxation Code, and under such plan, each participating local agency levying property taxes, including school 
districts, receives from its county the amount of uncollected taxes credited to its fund, in the same manner as 
if the amount credited had been collected. In return, the county receives and retains delinquent payments, 
penalties and interest as collected, that would have been due the local agency. The Teeter Plan, once adopted 
by a county, remains in effect unless the county board of supervisors orders its discontinuance or unless, prior 
to the commencement of any fiscal year, the board of supervisors receives a petition for its discontinuance 
from two-thirds of the participating revenue districts in the county. A board of supervisors may, after holding 
a public hearing on the matter, discontinue the procedures under the Teeter Plan with respect to any tax 
levying agency in the county when delinquencies for taxes levied by that agency exceed 3%. 

The Teeter Plan applies to the 1 % general purpose property tax levy. Whether or not the Teeter Plan 
also is applied to other tax levies for local agencies, such as the tax levy for general obligation bonds of a 
local agency, varies by county. 

GENERAL SCHOOL DISTRICT FINANCIAL INFORMATION 

The information in this section concerningfundingprocedures ofK-12 school districts in the State is 
provided as supplementary information only. For specific.financial information on each District, see each 
District section herein. 

State Funding of School Districts 

Annual State apportionments of basic and equalization aid to K-12 school districts for general 
purposes are made according to a revenue limit per unit of average daily attendance ("AD.A."). If a district's 
total revenue limit exceeds its property tax revenue, its annual State apportionments, subject to certain 
adjustments, amount to the difference between revenue limit and its actual property tax receipts ( after any 
redevelopment agency tax increment or other deductions or "shifts" that may be in effect under State law). 
AD.A. is determined by school districts twice a year, in December ("First Period A.D.A.") and April 
("Second Period AD.A."). 

The calculation of the amount of State apportionment a school district is entitled to receive each year 
is summarized as follows: first, the prior year Statewide revenue limit per A.D.A. is recalculated with certain 
adjustments for equalization and other factors; second, this adjusted prior year Statewide revenue limit per 
AD.A. is inflated according to formulas based on the implicit price deflator for government goods and 
services and the Statewide average revenue limit per AD.A. for each type of AD.A., yielding the school 
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district's current year revenue limits per A.D.A.; third, the current year revenue limits per A.D.A. are applied 
to the school district's A.D.A. for either the current or prior year, as the district elects; fourth, revenue limit 
adjustments known as "add-ons" are calculated for each school district if the school district qualifies for such 
add-ons (for example, add-ons to adjust for small school district size and providing meals for needy pupils, 
among others); and fifth, local property tax revenues are deducted from the total revenue limit calculated for 
each district to arrive at the amount of State apportionment each school district is entitled to for the current 
year. 

The State revenue limit is calculated three times a year for each school district on the basis of 
projections submitted by the district on or about December 10, based on First Period A.D.A., and April 15 
and June 30, both based on Second Period A.D.A. Beginning in fiscal year 1998/99, A.D.A. calculations 
have been based on actual attendance and no longer include excused absences. Revenue limit calculations are 
made by each school district, reviewed by the County Office of Education and submitted to the State 
Department of Education. The State Department of Education reviews the calculations for accuracy, 
determines the amount of State apportionment owed to each school district and notifies the State Controller to 
distribute the apportionments. The first calculation is performed for the First Principal Apportionment in 
February, the second calculation for the Second Principal Apportionment in June, and the final calculation for 
the end of the fiscal year Annual Principal Apportionment, in essence a correction that is made in October of 
the next fiscal year. 

See each District section herein for each District's specific annual revenue limit per A.D.A. 

Basic Aid Districts 

In the event that a school district's property tax revenue exceeds its calculated revenue limit 
entitlement, that school district retains all ofits property tax revenue and is not entitled to state revenue limit 
apportionments. Such districts are commonly known as "Basic Aid Districts."See "Average Daily 
Attendance and Revenue Limit" in each District section herein for the District's Basic Aid status. 

State Budget 

The State budget approval process begins with the release to the State legislature by January 10th of 
the Governor's proposed budget for the following fiscal year. State fiscal years begin July 1st. In May, the 
Governor submits a revision of the proposed budget that reflects updated estimates of revenues and 
expenditures. After a series of public hearings and other steps in the legislative process, the budget must be 
approved by two-thirds vote in each house of the State legislature and submitted to the Governor. The 
Governor may reduce or eliminate any appropriation through the line-item veto. Although the budget is 
required by the Constitution to be approved no later than June 151

h, it often has not been approved until later. 

While the Constitution in large part dictates the formulae for determining the allocation of State 
revenues to the K-12 education portion of the State budget pursuant to Proposition 98 and other provisions 
(see "CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUE 
AND APPROPRIATIONS" herein), the Governor and State legislature still have significant leeway in 
deciding whether and by how much to exceed or reduce such allocation in the actual funding ofK-12 school 
districts, and to decide what funds will be general purpose or restricted purpose, in the State budget process. 

On January 9, 2004, the Governor's 2004/05 Budget was released, and revised as of May 13, 2004, 
with the release of the Governor's Budget May Revision 2004/05, identifying a potential year-end budget 
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deficit for 2004/05 of over $26 billion (including carry-over from prior years). The budget meets this deficit 
and provides for a small reserve with a proposed $12.3 billion in proceeds from Economic Recovery Bonds, 
authorized under the California Economic Recovery Bond Act approved by California voters on March 2, 
2004, and $14.6 billion in various other solutions. 

The Governor's Budget May Revision 2004/05 estimates general fund revenue and transfers-in of 
$71.322 billion for 2002/03 and projects $74.591 billion for 2003/04 and $76.688 billion for 2004/05. 
General fund expenditures are estimated at $77.482 billion for 2002/03, and projected to be $77.624 billion 
for 2003/04 and $77. 578 billion for 2004/05. The Governor's Budget May Revision 2004/05 shows a fiscal 
year end general fund balance of $3,837 billion for 2002/03, projects a year end general fund balance of 
$2.816 billion for 2003/04 and a year end general fund balance of$1.927 billion for 2004/05. 

The Governor's Budget May Revision 2004/05 calls for the State legislature to act to reduce 
Proposition 98 funding ofK-12 education by $2 billion from what it otherwise would be in 2004/05, to be 
restored to schools over future years. With this reduction, the Governor's Budget May Revision 2004/05 
estimates Proposition 98 K-12 education funding allocations, including local property tax revenue, of$43.623 
billion for 2002/03, $46.212 billion for 2003/04 and $46.989 billion for 2004/05. Of these amounts, the State 
general fund will provide $28.843 billion in 2002/03, $30.423 billion in 2003/04 and $34,003 billion in 
2004/05; the difference is funded from local property tax revenue projected for each school district. For 
2002/03, the 2002/03 Budget Act included a 2.00% COLA (only 1.66% was mandated for 2003/04 under 
Proposition 98 formula) for school district and county office of education revenue limit apportionments and 
categorical programs, and funding of a 1.3 7% increase in statewide enrollment (the Governor's Budget May 
Revision 2003/04 indicated that the 2002/03 increase in statewide enrollment was 1.75%). The 2003/04 
Budget Act had no COLA and assumed funding of a 1.34% increase in statewide enrollment for 2003/04. The 
Governor's Budget May Revision 2004/05 includes a 2.41 % COLA (the mandated amount for 2004/05 under 
Proposition 98 formula) for school district and county office of education revenue limit apportionments, and 
funding of an assumed 0.95% increase in statewide enrollment (and indicates that the growth for 2003/04 is 
0.75% rather than the previously assumed 1.34%). Proposition 98 K-12 funding per pupil in the Governor's 
Budget May Revision 2004/05 is estimated at as $6,597 for 2002/03, $7,011 for 2003/04 and $7,007 for 
2004/05. 

State Funding of Schools Without A State Budget 

On May 29, 2002, the Court of Appeal of the State of California for the Second Appellate District in 
Steven White v. Gray Davis et al. (combined with Howard Jarvis Taxpayers Association et al. v. Westly on 
appeal) held, among other things, that during a State budget impasse, absent adoption of a budget bill or an 
emergency appropriation by the Legislature, the State Controller may only disburse State funds authorized by 
(a) continuing appropriation enacted by the Legislature, (b) self-executing provision of the State constitution, 
including payment of certain funds for public schools under Article XVI, Section 8.5 of the constitution, and 
( c) mandate of federal law, such as prompt payment of minimum wage and overtime compensation mandated 
by the federal Fair Labor Standards Act and benefits under federal food stamp, foster care and adoption, child 
support and child welfare programs. The Court of Appeal specifically concluded that Article XVI, Section 8 
does not constitute a self-executing authorization to disburse revenue limit apportionment to school districts; 
legislative appropriation is required for revenue limit disbursement. On May 1, 2003, the California Supreme 
Court in its decision on Steven White v. Gray Davis et al. granted review to two other matters and let these 
particular conclusions of the Court of Appeal stand without ruling on them. 

During the 2003/04 State budget impasse the State Controller announced that only "payments of prior 
year obligations, constitutional authorizations, federal mandates and continuous legislative appropriations 
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would be made." The State Controller concluded that revenue limit apportionments to school districts, under 
provisions of the Education Code implementing Article XVI, Section 8 of the State constitution, are 
authorized in statute as continuous legislative appropriations, so disbursed these funds without a budget bill or 
emergency appropriation enacted. The State Controller did not disburse certain categorical and other funds to 
school districts until the 2003/04 Budget Act was enacted. 

State Retirement Programs 

School districts participate in the State of California Teachers Retirement System ("STRS"). This 
plan covers all full-time and most part-time certificated employees. In order to receive STRS benefits, an 
employee must be at least 55 years old and have provided five years of service to California public schools. 
School districts also participate in the Public Employees Retirement System ("PERS"). This plan covers all 
classified personnel who are employed at least four hours per day. In order to receive PERS benefits, an 
employee must be at least 50 years old and have had five years of covered PERS service as a public 
employee. 

Contribution rates to these two retirement systems vary annually depending on changes in actuarial 
assumptions and other factors, such as changes in benefits. The contribution rates are based on statewide 
rates set by the respective boards of STRS and PERS. STRS has a substantial State-wide unfunded liability. 
Under current law, the liability is the responsibility of the State and not of individual school districts. Since 
this liability has not been broken down by each school district, it is impossible to determine each district's 
share. See each District section herein for information regarding the District's contributions to these 
retirement systems. 

County Office of Education 

In each county there is a county superintendent of schools (the "County Superintendent") and a 
county board of education. The Office of the County Superintendent, frequently known as the "County 
Office of Education" (the "County Office") provides the staff and organization that carries out the activities of 
the County Superintendent and county board of education. 

County Offices provide instructional and support services to school districts within their counties, and 
various State mandated services county-wide, particularly in special education and juvenile court education 
services. County Office business services departments act as a control point for a variety of information, 
including pupil data collection, attendance accounting, teacher credential registration, payroll accounting, 
retirement and tax information and school district budgets, and also report such information to the State 
Department of Education. All school district budgets must be approved by their County Office and each 
district must provide its County Office with scheduled interim reports throughout the fiscal year. County 
Offices also act as enforcement entities which intervene in district fiscal matters should a district fail to meet 
State budget and reporting criteria. 

School District Budget Process 

School districts are required by provisions of the State Education Code to maintain a balanced budget 
each year, in which the sum of expenditures and the ending fund balance cannot exceed the sum ofrevenues 
and the carry-over fund balance from the previous year. School districts' annual general fund expenditures are 
characterized in large part by multi-year expenditure commitments such as union contracts. Year-to-year 
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fluctuations in State and local funding of school district general funds could result in revenue decreases 
which, if large enough, may not easily be offset by an equal reduction in expenditures until at least the 
following fiscal year. School districts are required by State law to maintain general fund reserves which can 
be drawn upon in the event of a resulting excess of expenditures over revenues for a given fiscal year. The 
State Department of Education imposes a uniform budgeting and accounting format for school districts. 

School districts must adopt a budget no later than June 30 of each year. The budget must be 
submitted to the County Superintendent within five days of adoption or by July 1, whichever occurs first. A 
district may be on either a dual or single budget cycle. The dual budget option requires a revised and 
readopted budget by September 1 that is subject to State mandated standards and criteria. The revised budget 
must reflect changes in projected income and expenses subsequent to July 1. The single budget is only 
readopted if it is disapproved by the County Superintendent, or as needed. 

For both dual and single budgets submitted on July 1, the County Superintendent will examine the 
adopted budget for compliance with the standards and criteria adopted by the State Board of Education and 
identify technical corrections necessary to bring the budget into compliance, and will determine if the budget 
allows the district to meet its current obligations and is consistent with a financial plan that will enable the 
district to meet its multi-year financial commitments. On or before August 15, the County Superintendent 
will approve or disapprove the adopted budget for each school district. Pursuant to State law, the county 
superintendent has available various remedies by which to impose and enforce a budget that complies with 
State criteria, depending on the circumstances, if a budget is disapproved. 

Subsequent to approval, the County Superintendent throughout the fiscal year will monitor each 
school district under his or her jurisdiction pursuant to its adopted budget to determine on an ongoing basis if 
the district can meet its current or subsequent year financial obligations. If a County Superintendent 
determines that a district cannot meet its current or subsequent year obligations, the County Superintendent 
will notify the district's governing board of the determination and the County Superintendent may do either or 
both of the following: (a) assign a fiscal advisor to enable the district to meet those obligations or (b) if a 
study and recommendations are made and a district fails to take appropriate action to meet its financial 
obligations, the County Superintendent will so notify the State Superintendent of Public Instruction, and then 
may do any or all of the following for the remainder of the fiscal year: (i) request additional information 
regarding the district's budget and operations; (ii) develop and impose, after also consulting with the district's 
board, revisions to the budget that will enable the district to meet its financial obligations; and (iii) stay or 
rescind any action inconsistent with such revisions. However, the County Superintendent may not abrogate 
any provision of any collective bargaining agreement that was entered into prior to the date upon which the 
County Superintendent assumed authority. 

At minimum, school districts file with their County Superintendent and the State Department of 
Education a First Interim Financial Report by December 15th covering financial operations from July 1 
through October 31st , and a Second Interim Financial Report by March 15th covering financial operations 
from November 1 through January 31st. Section 42131 of the Education Code requires that each interim 
report be certified by the school board as either (a) "positive," certifying that the district, "based upon current 
projections, will meet its financial obligations for the current fiscal year and subsequent two fiscal years," (b) 
"qualified," certifying that the district, "based upon current projections, may not meet its financial obligations 
for the current fiscal year or two subsequent fiscal years," or ( c) "negative," certifying that the district, "based 
upon current projections, will be unable to meet its financial obligations for the remainder of the fiscal year or 
the subsequent fiscal year." A certification by a school board may be revised by the County Superintendent. If 
either the First or Second Interim Report is not "positive," the County Superintendent may require the district 
to provide a Third Interim Financial Report covering financial operations from February 1st through April 
30th by June 1st. If not required, a Third Interim Financial Report is not prepared. Each interim report shows 
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fiscal year to date financial operations and the current budget, with any budget amendments made in light of 
operations and conditions to that point. After the close of the fiscal year on June 30th, an unaudited financial 
report for the fiscal year is prepared and filed without certification with the County Superintendent and the 
State Department of Education. 

Accounting Practices 

The accounting policies of California school districts conform to generally accepted accounting 
principles, as modified in accordance with policies and procedures of the California School Accounting 
Manual. This manual, pursuant to Section 41010 of the Education Code, is to be followed by all California 
school districts. Revenues are recognized in the period in which they become both measurable and available 
to finance expenditures of the current fiscal period. Expenditures are recognized in the period in which the 
liability is incurred. See also "Note 1" in the appropriate District section "Excerpts from Audited Financial 
Statements, June 30, 2003" herein for further discussion of applicable accounting policies. 

County Investment Pools 

In accordance with Education Code Section 41001, each California public school district maintains 
substantially all of its operating funds in the county treasury of the county in which it is located, and each 
county treasurer serves as ex officio treasurer for those school districts located within the county. Each 
county treasurer has the authority to implement and oversee the investment of school district funds held in the 
county treasury. Generally, the county treasurer pools county funds with school district funds and funds from 
certain other public agencies and invests the cash. These pooled funds are carried at cost. Interest earnings are 
accounted for on either a cash or accrual basis and apportioned to pool participants on a regular basis. 

Each county treasurer is required to invest funds, including those pooled funds described above, in 
accordance with Government Code Sections 53601 et seq. and 53635 et seq. In addition, each county 
treasurer is required to establish an investment policy which may impose further limitations beyond those 
required by the Government Code. A copy of the County investment policy and periodic reports on the 
County investment pool are available from each County Treasurer-Tax Collector. See also 
"APPENDICES C through G - COUNTY INVESTMENT PORTFOLIO REPORT" herein. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

The Alameda Unified School District (the "District") provides educational services to residents of the 
City of Alameda in Alameda County. The District serves a population of approximately 72,259. 

The District operates twelve elementary schools (including eight K-5 elementary schools, two K-6 
elementary schools and two K-8 elementary schools), three middle schools (6-8), two high schools (9-12), 
one continuation school, one adult school, and two charter schools (including one 7-12 charter school and one 
9-12 charter school). 

The District's 2003/04 pupil-teacher ratios are 20:1 for grades K-3, 29:1 for grades 4-5, 25:1 for 
grades 6-8, and 29:1 for grades 10-12. 

The District is governed by a Board of Education consisting of five members. Members are elected to 
four-year terms in alternate slates. The day-to-day operations are managed by a Board-appointed Interim 
Superintendent of Schools. Dr. Alan Nishino has served in this capacity since 2000. 

Average Daily Attendance 

The following table reflects the District's historical second period AD.A. for the last four years and a 
projection for 2004/05. 

(a) 

(b) 
(c) 

ALAMEDA UNIFIED SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/0J(b) 
2001/02(b) 
2002103(b) 
2003/04°) 
2004/0srcJ 

Average Daily Attendance<•) 

9,966 
10,082 
9,982 
9,996 

10,179 

Includes grades K-12, special education, continuation education and opportunity schools; does not include adult education ROC/P. 
Audited Financial Statements. 
Estimated- Second Interim Report adopted on March 23, 2004. 
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Labor Relations 

The District employs 614 full-time equivalent certificated and 283 full-time equivalent classified 
employees. There are three formal bargaining organizations that are active in the District. 

Labor Organization 

Alameda Education Association 

ALAMEDA UNIFIED SCHOOL DISTRICT 
Labor Relations 

Number of Employees 
In Organization 

Association of California School Administrators 
California School Employees Association 

639 
62 

272 

(a) Negotiations pending. 

Source: The District. 

Investment of District Funds 

Contract Expiration Date 

June 30, 2003(•) 
June 30, 2002'•l 
June 30, 2005(•> 

Substantially all District operating funds are held by the Alameda County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX C - ALAMEDA COUNTY -COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district may receive from 
local property taxes (a fixed amount based on the distribution of the one percent levy) and state aid (an 
amount equal to the difference between the revenue limit and the amount of local property taxes received). 
Changes in revenue limit income received from year to year are generally based on the cost of living 
adjustment ("COLA") provided by the State and the year to year growth in A.D.A. The District has assumed 
A.D.A. growth as reflected in the table above, and 0% COLA for the 2004/05 revenue limit income in the 
table below. See "-Average Daily Attendance and Revenue Limit" herein. 
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(a) 

(b) 

Fiscal Year 

2000/01 (a) 

20011oif•l 
2002103(•) 
2003/04(b) 
2004/05(b) 

Audited Financial Statements. 

ALAMEDA UNIFIED SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$46,884,226 
48,325,222 
49,806,206 
48,517,762 
48,517,762 

Second Interim Report adopted on March 23, 2004. 

Percent of General Fund Revenues 

59.71% 
58.88 
60.64 
59.70 
59.70 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of"step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects no changes in the number of full-time equivalent certificated and or full-time 
equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated salary 
increase for certificated employees, and a 0% negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are not expected to increase in the 2004/05 fiscal year. 

(a) 

(b) 

Fiscal Year 

2000101(•) 
20011oir•i 
2002103(•) 
2003/04(b) 
2004/05(b) 

Audited Financial Statements. 

ALAMEDA UNIFIED SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits 

$55,562, 731 
58,363,929 
61,141,842 
59,113,699 
59,113,699 

Second Interim Report adopted on March 23, 2004. 
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Percent of General Fund Expenditures 

72.76% 
72.11 
73.75 
71.86 
72.84 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05 

ALAMEDA UNIFIED SCHOOL DISTRICT 
General Fund Revenues, Expenditures ad Fund Balance 

Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 2001/02 (a) 2002/03 (a) 2003/04 (b) 2004/05 (b) 

Revenues 

Revenue Limit Sources $48,517,762 $48,517,762 

State Aid $24,477,922 $24,214,635 $24,448, 193 

Property Taxes 22,406,304 24,110,587 25,358,013 

Federal Revenue 2,917,103 4,885,641 5,728,799 6,653,561 6,653,561 

Other State Revenue 27,304,155 26,787,011 23,339,493 22,250,644 22,250,644 

Other Local Revenue 1,409,694 2,083,037 3,257,730 3,852,662 3,852,662 

Total Revenues 78,515,178 82,080,911 82,132,228 81,274,629 81,274,629 

Expenditures 

Certificated Salaries 36,621,850 38,786,963 40,056,141 38,995,069 38,995,069 

Classified Salaries 10,000,885 10,013,892 10,295,721 10,100,194 10,100,194 

Employee Benefits 8,939,996 9,563,074 10,789,980 10,018,436 10,018,436 

Books and Supplies 2,912,720 3,104,957 2,889,058 5,065,736 4,876,405 

Services, Other Operating Expenses 7,376,858 7,533,154 8,080,239 7,445,569 6,523,118 

Capital Outlay 2,214,387 1,411,687 176,816 279,832 279,832 

Other Outgo 8,300,800 10,523,276 10,619,634 10,360,373 10,360,373 

Total Expenditures 76,367,496 80,937,003 82,907,589 82,265,209 81,153,426 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 199,531 138,410 174,498 0 0 

Interfund Transfers Out I Other Uses (778,572) (450,436) (248,226) (250,284) (250,284) 

Total Other Financing Sources/(Uses) (579,041) (312,026) (73,728) (250,284) (250,284) 

Excess of Revenues Over (Under) Expenditures 1,568,641 831,882 (849,089) (1,240,864) (129,081) 

Beginning Fund Balance 2,016,598 3,585,239 4,417,121 3,568,032 2,327,168 

Ending Fund Balance $ 3,585,239 $ 4,417,121 $ 3,568,032 $ 2,327,168 $ 2,198,087 

<•l Audited Financial Statements. 

(b) Second Interim Report adopted on March 23, 2004. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $4,600,000 tax and revenue anticipation 
notes due June 30, 2004. The notes are general obligations of the District, secured and payable from general 
fund revenues received during or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "ALAMEDA 
UNIFIED SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.37 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

Projected Cash Balance, July 1, 2004 

ALAMEDA UNIFIED SCHOOL DISTRICT 
Note Coverage Ratio 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

30 

$ 1,885,643 

86,067,725 

(81,455 ,625) 

$ 6,497,743 

$ 4,737,617 

1.37: 1 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES - Other District Funds" herein. 

ALAMEDA UNIFIED SCHOOL DISTRICT 
Other District Funds 

Special Revenue Funds 
Adult Education 
Cafeteria 
Child Development 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Capital Facilities 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

(al Audited Financial Statement. 
(bl Second Interim Report adopted on March 23, 2004. 
(c) The District. 

Cash Flows 

June 30, 2003, 
Balance (a) 

$463,088 
17,653 
90,000 

570,741 

350,068 
350,068 

$920 809 

June 30, 2004, 
Estimated Balance (b) 

$525,714 
43,983 
45,000 

614,698 

13,136 
13,136 

$627 834 

June 30, 2005, 
Estimated Balance (c) 

$525,000 
44,000 
45,000 

614,000 

10,000 
10,000 

$624 000 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District: Alameda Unified School District 
2004 Tax and Revenue Anticipation Notes 

EXHIBITI 
2003/04 ACTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

Julr Au;ust Seetember October November December Janua!l Februa!.! March Aj!ril Mar June Total 
Beginning Cash 827,236 6,653,198 4,591,694 4,012,921 3,373,376 1,816,006 6,447,118 8,526,828 8,866,914 9,207,001 7,547,087 5,513,657 827,236 

Receipts 

Revenue Limit: Property Tax 140,409 20,941 715,523 10,944 663,063 5,126,733 7,624,848 2,427,634 2,427,634 2,427,634 2,427,634 2,427,634 26,440,633 
Revenue Limit: State Aid 6,454 1,535,179 2,830,220 3,880,354 1,940,177 1,940,177 1,940,177 1,600,878 1,600,878 1,600,878 1,600,878 0 20,476,251 
Other Receipts 2,651,923 1,601,079 2,532,775 2,133,210 1,826,385 2,747,727 2,476,477 5,556,449 5,556,449 5,556,449 3,924,107 1,415,579 37,978,608 
Note Proceeds and Interest Earnings 5,051,663 0 0 0 0 0 0 0 0 0 0 0 5,051,663 
Total Receipts 7,850,450 3,157,198 6,078,518 6,024,507 4,429,625 9,814,637 12,041,503 9,584,961 9,584,961 9,584,961 7,952,620 3,843,213 89,947,155 

Disbursements 
Salaries and Benefits 1,101,789 4,705,034 4,973,143 5,111,914 5,075,193 1,190,221 8,877,692 5,615,743 5,615,743 5,615,743 5,615,743 5,615,743 59,113,698 
Other Disbursements 922,698 513,668 1,684,148 1,552,139 911,802 3,993,305 (915,899) 3,629,132 3,629,132 3,629,132 3,270,585 1,855,485 24,675,328 
Note Payment Pledge 0 0 0 0 0 0 2,000,000 0 0 2,000,000 1,099,722 0 5,099,722 
Total Disbursements 2,024,487 5,218,702 6,657,291 6,664,052 5,986,995 5,183,526 9,961,793 9,244,875 9,244,875 11,244,875 9,986,050 7,471,227 88,888,749 

Net Increase/Decrease 5,825,962 (2,061,504) (578,773) (639,545) (1,557,370) 4,631,112 2,079,710 340,086 340,086 (1,659,914) (2,033,430) (3,628,014) 1,058,4_07 

Ending Cash 6,653,198 4,591,694 4,012,921 3,373,376 1,816,00ii 6,447,118 8,526,828 8,866,914 9,207,001 7,547,087 5,513,657 1,885,643 1,885,643 

EXHIBIT II 
2004/05 PROJECTED CASHFLOW 
GENERAL FUND 

Julr Au;ust Sej!tember October November December Janna!.! Febrna!)'. March Aj!ril Mar June Total 
Beginning Cash 1,885,643 10,491,898 8,682,197 7,407,072 4,700,601 2,838,986 8,254,973 9,766,911 11,054,542 10,063,649 7,098,130 5,155,156 1,885,643 

Receipts 

Revenue Limit: Property Tax 140,409 20,941 715,523 10,944 663,063 5,126,733 7,624,848 2,427,634 2,427,634 2,427,634 2,427,634 2,427,634 26,440,632 
Revenue Limit: State Aid 1,324,628 2,649,256 1,766,170 1,766,170 1,766,170 1,766,170 1,766,170 3,090,798 1,545,399 1,545,399 1,545,399 0 20,531,730 
Other Receipts 4,215,970 867,834 2,482,105 1,930,333 1,626,655 2,645,162 2,475,303 4,791,859 4,058,733 3,924,107 3,924,107 1,415,579 34,357,746 
Note Proceeds and Interest Earnings 4,660,377 0 0 0 0 0 0 0 0 0 0 77,240 4,737 617 
Total Receipts 10,341,383 3,538,030 4,963,799 3,707,447 4,055,888 9,538,065 11,866,321 10,310,291 8,031,766 7,897,140 7,897,140 3,920,453 86,067,725 

Disbursements 
Salaries and Benefits 1,101,789 4,705,034 4,973,143 5,111,914 5,075,193 1,190,221 8,877,692 5,615,743 5,615,743 5,615,743 5,615,743 5,615,743 59,113,699 
Other Disbursements 633,339 642,697 1,265,781 1,302,004 842,310 2,931,858 (363,309) 3,406,917 3,406,917 3,406,917 3,166,755 1,699,740 22,341,926 
Note Payment Pledge 0 0 0 0 0 0 1,840,000 0 0 1,840,000 1,057,617 0 4,737,617 
Total Disbursements 1,735,128 5,347,731 6,238,924 6,413,918 5,917,503 4,122,079 10,354,384 9,022,659 9,022,659 10,862,659 9,840,115 7,315,483 86,193,242 

Net Increase/Decrease 8,606,256 (1,809,701) (1,275,125) (2,706,471) (1,861,615) 5,415,987 1,511,938 1,287,632 (990,893) (2,965,519) (1,942,974) (3,395,030) (125,516) 

Ending Cash 10,491,898 8,682,197 71407,072 4,700,601 ;838,986 8,254,973 9,766,911 11,054,542 102063,649 7,098,130 5,155,156 1,760,126 1,760,126 
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BOHREN AND COMPANY, An Accountancy Corporation 
1350 Arnold Drive, Suite 200, Martinez,. CA 94553 

Independent Audl~rs· Report on Financial Statements 

Board of Trustees 
Alameda City Unified School District 
2200 Central Avenue 
Alameda; California 94501 

Members of the Board of Trustees: 

We have audited the accompanying financial statements of the governmental activities, eac;h major fund, and 
the aggregate remaining fund Information of Alameda City Unified School Dlsllict as of and for the year ended 
June 30, 2003, which collectlvely comprise the Disbic;t's basic financial statements as listed in the table of 
contents. These financial statements are the responsibility or Alameda City Unified School District's 
management. Our responsibility Is to express opinions on these financial statements based on our audll 

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 of material 
misstatement. An aUdit Includes examining, on a test basis, evidence supporting the amounts and 
disclosures In. the financla! statements. An audit also Includes assessing the accounting principles used and 
significant estimates made by management. as well as evaluating the overall financial statement presentation. 
We believe that our audit provides a reasonable basis for our opinions. 

In our opinion. the financial statements referred to above present fairly, In all material respects, the respective 
financial poslUon of the governmental acHvltles, each major fund, and the aggregate remaining fund Information 
of Alameda City Unified School District as of June 30, 2003, and the respective changes In financial position 
thereof for the year then ended In conformity with accounting principles generally accepted In the United 
States of America. · 

In accordance with GOVERNMENT AUDlTl!llG STANDARDS, we have also issued our report dated November 
24, 2003, on cur consldera~on cf Alameda City Unlfie(l School District's Internet control over flnanclal reporting 
and cur tests cf its compliance with certain provisions of laws, regulations, contracts and grants. That report 
Is an Integral part cf an audit performed In accordance with GOVERNMENT AUDITING STANDARDS and should 
be read In conjuncUcn with this report In considering the results of our audit. 

The Management's Discussion and Analysis and the budgetary Information identified as Required 
Supplementary Information In the table of contents are not a required part of the basic financla! statements but 
are supplementary Information required by accounting principles generally accepted In the United States of 
America. We have applied certain limited procedures, whtch consisted principally of Inquiries of management 
regarding the methods of measurement and presentatlo11 of the supplemental Information. However, we did not 
audit !he Information and express no oplnlo.n on ll 

Our audit was performed for the purpose of forming opinions on the financial statements which collectively 
comprise the Alameda City Unified School District's basic financial statements: The accompanying schedule of 
expenditures of federal awards required by U. S. Office of Management and Buc;lget Circular A-133, AUDITS 
OF STATES, LOCAL GOVERNMENTS AND NON·PROFIT ORGANIZATIONS and the combining financial 
statements and supporting schedules listed In the table of contents are presented for purposes of addlHonal 
analysis and are not a required part of the basic financial statements. This Information has been subjected to 
the auditing procedures applied In the audit of the basic financial statemenis and, In cur opinion, Is fairly stated 
In all mate.rial respects In relation to the basic ~nancial statements taken as a whole. 

~4)~ 
Bohren and Company 
An Accountancy CcrporaOon 
November 24, 2003. 
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ALA.MEDA UNIFIED SCHCCL DISTRICT 
2200 CENTRAL AVENUE 

ALAMEDA, CA 94553 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 
June 30, 2003 

This section of Alameda Unified School District's (the District) annual financial report presents our discussion 
and analysis of the District's financial performance during the fiscal year that ended June 30, 2003. Ple11Seread 
it in conjunction with the financial statements to enhance the understanding of the District's financial 
performance. 

Financial Highlights 
~ The District's financial status continued to meet the State's requirements, including the maintenance 

of a 3% reserve for econonuc uncertainties. 

~ Enrollment in the District remained flat, resulting in no new Rev~ue Limit income to the District. 

~ The State's midyear cuts significantly impacted the District's finances. The District did not receive 
anticipated revenue in Mandated Cost reimbursement. However, the. District did implement the 
Flexibility Transfer provision of utilizing restricted reserves to backfill the cuts. 

~ The District Superintendent's Education Advisory Committee (SEAC) continued to play a significant 
role in the budget development by identifying budget reductions necessary to balance a budget. 

~ The District's Measure A, a $109 per parcel assessment, generated $1.8 million in local revenues. 

Overview of the Financial Statements 
The full annual financial report is a product of three separate parts: the basic financial statements, 
supplementary infonnation, and this section, Management's Discussion and Analysis. The three sections 
together provide a comprehensive overview of the District. The basic financials are comprised of two kinds 
of statements that present financial information from different perspectives, district-wide and, funds. 

District-wide financial statemen.ts, which comprise the first two statements, provide both short-term and 
long-term infonnation about the District's overall financial position. 

Individual parts of the District, which are reported as fund financial statements, focus on reporting the. 
District's operations in more detail. These fund financial statements C!)mprise the remaining 
statements: 

• Basic services funding (i.e., regular and special education) is descrihed in the governmental 
funds statements. These statements include short-tenn financing and balance remaining for 
future spending. 

• Short and long-term financial information about the activities of the District that operate like 
businesses (such as food service or self-ins~ce funds) is provided in the proprietary funds 
statement. 
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ALAMEDA -UNIFIED SCHDDI- DISTRICT 
MANAOEM.ENT'S DIJ;CUSSIJDN AND ANAI-YSIIB, caNTINUED 
JUNE 3C, ZC03 

• Financial relationships, for which the District acts solely as an agent or trustee, for 1be benefit 
of others to whom the resources belong, are presented in the fiduciary fund statements. . 

Notes to the f4tancial statements, included in the financial statemen\5, p~vide mo.re detai!ed. data ~d explain 
some of the infonnation in the sta,tements. The required supplementary information s~tion provides_ fui:th?" 
explanations and provides additional support for the financial statements. A companson of the Districts 
budget for the year is included. 

Fund Financial Statements . . . , . . 
The fund financial statements provide more detailed infonnation about the District s most si~qant fund, not 
the District as a whole. Funds are accounting devices the District uses to keep track of specific sources of 
funding and spending on particular programs: 

=i> S_ome funds are required by ffllte law and bY bond covenants. 

The District establishes other funds to control and manage money for particular purposes (such as 
repaying its long-tenn debt) or to show that it is properly using certain revenues (such as Federal 
grants). 

The District has three. kjnds of funds: 

Governmental Funds. Most of the District's basic services are included ingoveJ1UI1ental funds, which 
generally focus on a) how cash and other financial assets can rea?ilY be converted to cash flow in and 
out. and b) the balances left at year-end that are av~lable forspending. C~nsequently, the governmental 
funds statements provide a detailed short-I~ view that helps detennme whethei: th!re, are more or 
fewer financial resources that can be spent m the near future to finance the District ~ pr?gr~s. 
Because this infonnation does not encompass the additional long-tenn focus of the distrtct-wide 
statements, we provide additional infonnation at the bottom of the governmental funds statement that 
explains the rela~onship (or differences) between them. 

Fiduciary Funds • For assets that belong to others, such as scholl!!Shlp funds .and/or student activity 
funds, the District acts as the trustee, or fiduciary. The District is responsible for ensuring that the 
assets reported in these funds ll!'e used only for their intended purposes and by those to w~m the assets 
belong. A separate statement offiduciary net assets and a statement of changes ~ fi~uci~net as~ts 
reports the District's fiduciary activities. T)lese activities are excluded from the district-wide financial 
statements, as the assets cannot be used by the District to finance its operations. 

Financial Analysis of the District as a_Whole .. 
The District shows total assets of$37,092,004. This is net of accumulated depreciation of$21,460,978. The 
District's liabilities total $43,539,068. As a result, the Di_strict's combined net assets as of June 30, 2003 were 
$(6,447,064). 

Note that 2002-2003 is the first year of implementation of Net Assets under GASB 34 requirements. A 
comp_arative analysis of govenuµent-wide data will be presented in future years. · 
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ALAMEDA UNIFIED Sc:Haa1- DISTRICT 

MANAliEMENT'II DISCUSl!IIDN AND ANAi-YUiii, CDNTINUSD 
JUNE 3C, ZCC3 

Financial Analysis of the District's Funds 
The District General FUl)dreported an ending fund balance of$3,568,030. The components of the Ending Fund 
Balance were: Revolving Cash, $50,000; Legally Restricted Balance, $826,178; Designated for Economic 
Uncertainties, $2,295,076; and Other Designations, $396,775. 

All other funds in the District reported positive B!iding Balances. 

Capital Asset and Debt Administration 
The District is reporting Capital Assets and Debt Administration for the first time; therefore, no CO!llplll'ative 
year date i!l available. Comparative data will be presented in future years. 

The District's Capital Assets consist ofland, site improvements, buildings, and equipment. Acquisition costs 
were used to deten:nine the value of capital assets. All of the District's buildings are more than 25 years old. 

Factors Bearing on the District's Future 
=i> The District has made significant budget reductions over the last three years in order to have balanced 

budgets. · 

=i> The State of California continues to be in a. budget crisis. 

=i> The District passed a parcel tax that generates about $1.8- million per year for five years. After five 
years, the authorization must be renewed. 

-=D The District is in contract negotiations with its three employee groups. 

Contacting the District's Financial Manuement 
This financial report is designed to provide our citizens, tax payers, parents, investors, and creditors witb a 
general overview oftbe District's accountability for the money it receives. If you ha:ve any questions regarding 
this report or need additional infonnation, contact Lorenzo Legaspi, ChiefFinancialOfficer, Alanteda Unified 
School District. 2200 Central Avenue, Alameda, CA 94501. 
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ALAMEDA CITY UNIFIED SCHOOL DISTRICT 
GOVERNMENT-WIDE STATEMENT OF NET ASSETS 
YEAR ENDED JUNE 30, 2003 

Govemmental 
Activities 

Assets 
Cash $ 3,577,741 
Investments 
Receivables 8,630,419 
Due from other funds 
Stores 43,984 
Prepaid expenses 
Olher current assets 
Capital assets: 

La_nd 4,734,638 
Improvement of sites 2,420,495 
Buildings 38,086,218 
Equipment 1,059,487 
Work in progress 

Less accumulated depreciation !21,460.978} 
Total assets 37,092,004 

Llabllltles 
Accounts payable and other current liabllllles 4,360,120 
Due to other funds 
Current loans 
Deferred revenue 1,431,526 
Long-term liabilities: 

Due within one year 3,445,617 
Due In m()f'EI than one year 34,301,805 

Total liabilities 43,539,068 

Net Assets 
Invested in capita! al!sets, net of related debt (12,077,443) 
Restricted for: 
Capital projects 4,483,629-
Clebt service 422,342 
Educational programs 396,775 
Other purposes (expendable) 327,633 
Other purposes (nortexpendable) 

Unrestricted 
Total net assets $ (6,447.064} 

The accompanying notes are an Integral part of this statement. 
' 2 

EXHIBITA-1 

Business-type 
Activities Total 

$ 0 $ 3,577,741 

8,630,419 

43,984 

4,734,638 
2,420,495 

38,086,218 
1,059,487 

0 
(21,460,978} 

0 37,092,004 

0 4,360,120 

1,431,526. 

3,445,617 
34,301,805 

0 43,539,068 

0 (12,077,443) 

4,483,629 
422,342 
396,775 
327,633 

$ 0 $ \6,4471064l 
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ALAl'IEDACITY UNIFIED SCHOOL DISTRICT 
GOVERNMENT-WIDE STATEMENT OF ACTMTIES 
YEAR ENDED JUNE 30, 2003 

Functions 
Governmental aclivllie• 

lnskucUon 
lnslrUCllon-relaled seivfces: 

supervision ol lnslruc:llon 
lnslructlonal library, madla and lechno!ogy 
School admlnlslratlon 

Pupll 98rvlcea: 
Home-to-school lranspodallon 
Food sarvlcea 
ADOUterpupUsarvlc:as 

GanaraladmlnlofraUon 
Dalaproca.s91ng 
All olltergenoral admlnlslrallon 

Plant sen,k;eo 
AncWary services 
Community services 
EnfelJ)!isa acdviUes 
lntemst on long-term dab! 
Olharoutgo 
Dapreclailon (unallocated) 

Buslnass-type aciMlfes: 
Food services 
Enterprise acllvl!les 
General admlnlslrllllon 
Plant sarvlees 
Otharautgo 

Total eMpenses 

.Charges for 
ExeellNS Services 

50,4Sl,072 $ 207,548 

2,698,470 33,474 
1,503,324 2,038 
5,550,155 122 

700.267 0 
2,181,635 t,037,637 
2,774,522 1,427 

583,332 0 
4,107,652 60,131 
7,214,.420 5,569 

128,673 443 
74,186 0 

0 ·O 
2,067,875 0 

10,220,369 1,007.228 
0 0 

0 0 
0 0 
0 ll 
0 0 
0 0 

$ 90~63,652 2355817 

General revenues 
Taxe15 and aubv8111lons: 

TllXlla levied for general pul)IOSa 
Taxes levied for deb! service 
Taxes levied far other spedllc l)IHl)Oses 

Program Rev•nuts 

Operating 
Gronlsand 

Conttibullons 

14,643,769 

1,635,159 
281,816 
4111,311 

520,164 
1,031,999 
.574,323 

0 
872,406 

92,426 
115,673 
74,186 

0 
0 

8,504,644 
0 

.0 
0 
0 
0 
D 

28 745 856 

Federal and stata aid not rasklofed lo spaclic purposes 
lnlemol and lnvestmsnt earnings 
lnteragency revenues 
Miscellaneous 

Special and extraordlnaiy Rema 
Internal lransfe<ll 

$ 

Tollil gsneral ravenuaa, opedal and extraordlnaiyftems, and lmnslen, 

Net assets beginning 
Net assals ending 

The accompanying notes are an fnlegral part or lhls slatement. 

.,. 

Changs In net assalS 

3 

capital 
Granls IJld 

Dlstrlbbllons 

197.152 

0 
0 
0 

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

197,152 

351, 166,921 

Govemm1ni.1 
AcUvles 

135,410,613) 

(1,029,837) 
(1,219,470) 
(5,130,722) 

(180,11~) 
(111,7991 

(2.1sa,n21 

(583,332) 
(3;175, 115) 
(7, f16,425) 

(32,467) 
0 
0 

(2.087,875) 
(708,497) 

0 

0 
0 
0 
0 
0 

(58,985027) 

.24,402,821 
3,846,514 
1,721,882 

-29,782,315 
674,057 
334,663 
392,744 

0 

61,155,196 

2,170,169 

18 617 2331 
J81447:064) 

Net iExpenseS) Revenue and 
.ChanaeslnNetAssets 

Business-type 
Actlvilla 

0 
0 
0 
0 
0 
0 

0 

0 

0 $ 

EXHIIIITA-2 

Total 

(35,410,613) 

(1,029,837) 
(1.219,470) 
(5,130,722) 

(180,113) 
(111,700) 

(2, 198,772) 

(883,332) 
(3,175,115) 
'(7, 116,425) 

(32.457) 
0 
0 

.(2.087,875) 
(708,497) 

0 

0 
0 
0 
0 
0 

158985.0271 

24,402,821 
3,846,514 
1,721,882 

29,782,315 
674.057 
334.&e3 
392.744 

0 
0 

61,155,198 

2,170,169 

(8,617~331 
(144710841 



EXHIBITA-4 
ALAMEDA CITY UNIFIED SCHOOL DISTRICT EXHIBITA4 

ALAMEDA CITY UNIFIED SCHOOL DISTRICT STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 
IN FUND BALANCES· GOVERNMENTAL FUNDS 

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET YEAR l=NDl:D JUNE 30, 2003 
TO THE STATEMf:NT OF NET ASSETS 
JUNE 30, 2003 

Special Other Total 
General Reseive Governmental Govemmenta1 

Fund Fund Funds Funds 
Revenues: 

Revenue Umlt Sources: 
State Ap~onments $ 24,448,193 $ 0 • 1,244,468 $ 25,692,661 

Total fund balances -govemmenlal funds: • 6,460,497 Local Soun:es 25,358,013 0 0 25,358,013 
Federal Rev11nu11 5,728,799' 0 1,306,054 7,034,853 

Amowils" reported fer govemmanlal activities are not financial resources and lherefcre are not Other State Revenue 23,339,493 0 1,680,735 25,020,228 
reported as assets In govemmenlal funds. The cost of the assets Is $46,300,838 and the Other Local Revenue 3,257,730 290,062 5,819,673 9,357,465 
accumulated depre~iallon Is $(21,460,978). 24,839,860 Total Revenues 132.132,221! 290,062 10,050,930 92,473,220 

Long-term llabilities are n.ot due and payable In the current period and ther~fore are net reported Expenditures: 
as liabllHles in lhe funds. Long-term llabllilles et year-end consists of: Cerl/licated Salaries 40,056,141 0 1,379,591 41,435,732 

Classified Salaries 10,295,721 336,968 1,469,868 12,102,557 
Capital leases payable $ (1,768,493) E/llp/oyee Benefits 10,789,980 53,653 644,606 11,488~39 
General obllgaUon bond payable (32,230,000) Books and Supp/l£1S 2,889,058 2,786 1,156,498 4,048,342 
Certificates of particlpallon (2,918,810) Services and Other Operating Expenditµres 8,080,239 6,724 610,828 8,697,791 
Compensated absences (vacation) (830,119) (37,747,422) Capita/ Outlay 176,816 1,647,202 2,111,085 3,935,103 

Other Outgo 10,819,634 0 4,219,584 14,839,218 
RQundlng difference Total Revenues 8:!,9~'7.sa!I 2,047,333 11,592,060 96,546,962 

To tel net assets. govemmentel activities $ 16.447,064) Excess (Deliclency) of Revenues 
Over (Under) Expendllures (775,361) (1,757,271) (1,541,130) {4,073,762) 

Olher Financing Source$ (Uses): 
Operating Transfers In 120,597 0 796,477 917,074 
Opetatlng Trami(ers Out (248,226) (548,251) 1120.sen (917,074) 
Other soun;es 53,901 53,901 

Totafother Financing Sources (Uses) (73,728) (548,251) 675,880 53,901 

Net Change rn Fund Balance (849.089) (2,305,522) (86$.250) (4,019,861) 

Fund Balance, July 1 4.417,119 4,061,287 2,001,952 10.480,358 
Fund Balance, June 30. $ 3,568,030 $ 1,755,765 s 1.1:36,702 $ 6.460,497 

The eccoq,panylng notes are an Integral part of lhls slatement. 5 \ The accompanying notes are an Integral pa_rt of this statement. 6 



ALAMEDA CITY UNIFIED SCHOOL DISTRICT ~l81TA-6 ALAMEDA CITY UNIFIED SCHOOL DISTRICT EXHIBIT At-7 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, . GENERAL FUND 
AND CHANGES IN FUND BALANCES OF GOVERNMENTAi. FUNDS BUDGETARYCOMPARISONSCHEDUI.E 
TO THE STATl:MENT OF ACT/Vlnl:S YEAR ENDED JUNE 30, 2003 
YEAR ENDED JUNE 30, 2003 

Variance with 
Total net changes In fund balances-govemmental funds $ (4,019,861) Final Budget 

Bud11eted .Amounts Positive 
Capital outlays are reported In governmental funds as expenditures. However, In the statement ~r1alnal . Final Actual (Negative} 

or activities, the cost of those assets Is allocated over their estimated useful lives as Revenues: 
depreciation expense. This .Is tile amount by which addilfons to capi1al outlay of $4,565;389 Revenue Umlt Soun:es: 
exceeds depreclaUon expense ($667,852) In the period. 3,897,537· State Appodlonments $ 24,908,315 $ 23,448,113 $. 24,448,193 $ 1,002.080 

Local SOU!C9S 24,244,182 26,377,m 25,358,013 (1,019,564) 
Th& governmental funds raport debt proceeds as another financing source, while repayment of debt Federal Revenue 4,062.111 6,338,038 5,728.799 (607,239) 

prlnclpal Is raporled as an eicpendltures. Other State Revenue 22,601,987 24,784,662 23,339,493 (1,445, 169). 
Qther Local Revenue 2,854,600 3,474.240 3,257,730 216,510) 

Payment of bond prlnclpal $ 2,095,000 Total Rev1mu.es 78,671,19! 84,418,630 82,132,228 286,402) 
Paym!!n.t of capital leases 213,928 
Payment o{ certificates of partlclp!lflon 168,145 2,477,073 Expendltul'll!I: 

In the statement of activities, compensated absences are measured by the amounts earned c!uring the 
Certlf,cated Salaries 39,168,838 40,206,012 40,056,14.1 149,871 
Classlfled Salaries 9,846,437 10,356,644 10,295,721 60,923 

year, In govemmenlal funds, however, expenditures for these items are measured by the amount of Employee Benefits 10,128,951 10,875,592 10,789,980 65,612 
tlnanclal resources used {SSS!!nl!ally·the amounts pai!l). This year vacation eamed exceeded the Books and Supplles 2,390,164 5,649,702 2,889,058 2,760,644 
amounts used by $184,579. · · (184,579) Services end Other Operatf.ng Expenditures 7,129,201 S.731,838 8,080,239 651,599 

Ro11ndlng difference 
Capita/ Ou1/ay 460,318 554,681 176,816 377,e.es 

(1) Other Outgo 9,448,220 10,758,613 10,619,634 138,979 

Change in net assets of govemmental ,ictivllles - statement of aclfv!Ues $ 
Total Revenues 78,572,127 87, 13~.illiil !i2,907,589 4,225,493 

2,170,169 
fxcess (Oeffclency) of Revenues 

Over (Under} l:l<pendltures 99,068 (2.714,452) (775,361) 1,939,091 

Other Financing Sol!rces (Uses): 
OperaUng Transfers In 120,597 120,597 120,597 0 
Operating Transfers Out (248,226) (248.226) (248,226) 0 
Other Sources 0 53,901 53.901 0 

Total Other F"mancfng Sources (Uses) (127,629) (73,'nB} (73,728) 0 

Net Change In Fund Balance (28,561) (2. 788, 1 BO) (849,089) 1,939,091 

Fund Balance, July 1 4,417,119 4,417,119 4,417,119 0 
Fund Balance, June 30 $ 4,388,558 $ 1,~8,939 $ 3,566,030 $ 1,939,091 

Toe accompanying r:iot81l are an Integral part of this statement 7 

The accompanying notes are an Integral part of this sta1ement 8 

\ 



ALAMEDA CITY UNIFIED SCHOOL DISTRICT EXHIBIT A-8 
ALAMEDA CITY UNIFIED SCHOOL DISTRICT EXHIBITA-9 

SPECIAL RESERVE FUND FOR CAPITAL OUTLAY PROJECTS STATEMENT OF FIDUCIARY NET ASSETS 

CAPITAL PROJECTS FUND FIDUCIARY FUNDS 

BUOGETARY COMPARISON SCHEDULE JUNE 30, 2003 

YEAR ENDED JUNE 30, 2003 

Variance wilh 
Private-Purpose 

Frnal Budget 
Trust Agency 

Budgeted Amounts PosiUve 
Funds Fund 

Ortglnai Final Actual (Negative) ASSETS: 

Revenues: Cssh In Banks $ 448,580 $ 466,306 

Other Local Revenu11 $ 223,145 $ 222.024 $ 290,()62 $ 68,038 Total Assets 448,580 466,306 

Total Revenues 223,145 222.0~ 290,062 68,!138 
LIABILITIES: 

El!penditures: Due to Student Groups 0 468,306 

Clessified Salaries 106,141 336,969 336,968 1 Total Uabllities 0 :.Jii6,306 

Employee Benefits 13,786 53,(i53 53,653 0 
Books and Supplies 2,100 2,790 2,786 4 NET ASSETS: 
Services and Other Opera!lng Expend'dures 1,000 8,725 6,724 1 Held In Trost 448,580 0 

Cap/la/ Outlay · 1,230,582 1,647,202 1,647,202 0 Total Net Assets $ 448,580 $ 0 

Total.Expenditures 1,353,609 2,047,399 2.047,333 B 

Excess (Deffciency) of Revenues 
Over (Under) Expenditures (1,130,464) (1,825,315) (1,757,271) 68,044 

Other Financing Sources (Uses): 
OperaUng Transfers Out 0 (548,252) (548,251) 

Total Other Financing Sources (Uses) 0 (548,252) (548,251) 

Net Change In Fund Balance (1,130,464) (2,373,567) (2,305,522) 68,045 

Fund Balance, July 1 4,061,287 4,061,287 4,061,267 0 
Fund Balance, June 30 $ 2,!!30.823 $ . 1,687,720 $ 1,755,765 $ 68,045 

The accompanying notes a~ an Integral.part of this statemenL 10 

The accompanying notes are an integral part of this staternent. 9 



ALAMEDA CITY UNIFIED SCHOOL DISTRICT 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 
FIDUCIARY FUNDS 
YEAR ENDED JUNE 30, 2003 

Addlllons: 
Investment Income 
Contributions 

Total Additions 

Daductlons: 
Scholarship Awards 

Total Daductklns 

Change In Net Assets 

Nat Assets-Beginning of the Year 
Net Assets-End of the Ylllll' 

The accompanying notes are an Integral part of lhls statement. 11 

Privale-f'ulROSe 
Tru&t 
Funds 

$ 6.462 
378.291 
3114,153 

9,144 
9,144 

375,609 

72,971 
$ 448,580 

EXHIBIT A-10 
ALAMEDA CITY UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30( 2003. 

A. Summi?tY Qf Slonlflr!ant AsMuntTng Polides 

1. AcmuntJnq PQ!k;Iffl 

Alameda City Unified School Dlslrict ("Dlslrfct") accounts for Its financial transactions In accordarwe with ·f!ie policies 
and procedures of the Department of EducatiQl\'s "Csllfomla School AccounUng Manual". The eccowiting poUcles 
of th1;1 D!slrfct conform to accounUng principles generally accepted ln the United Slates of Alllerfca (GAAP) as 
prescribed by Iha Governmental Accounting Slanclards Board {~Bl and the Amertcan lnslilute of Certified Publ!c 
Acccuntants (AICPA). 

For Iha fiscal year ended June 30, 2003, the Olstrtct implemented the naw reporting reqvirements of GASB 
Statement Nos •. 33 and 34; As a result, an entirely new fl!'lllnclal reporting model has been Implemented, 

2. BePPdlng Eottty 

The District's combined financial statements Include the acccunts of all Its operations. The District evaluated whether 
any other enlflY should be lnclUcled. In these flnanclal statements. The criteria for inclUcflng organizations as 
component units within the District's repo!fing entity, as set forth In G/1$8 Statement No. 14, "The Financial Reporting 
Enfity." lnc!Ucfe w~er; ·· 

• the organ!zatlon Is legally separate (can sue. and be sued· in Its name) 
• the District hoids the corporate powers of the organization 
• the District appoints a voling majority of the organization's board 
• the Dfslrfct Is abfe to impose Its will on l!le organization 
• the organization. has the potential to Impose a financial benefit/burden on 1he Dlstr!Ct 
- there Is fiscal dependency by the organization on the Olslrict 

Bssed on these criteria, the District hu no component units. AddlUonally, the Dis.Irie! fs not a component unit of any 
othl!r reporting iinfily as dellnecf by Iha GASB Statement. 

3. lmol@mentaflon nf:New As;cQuotmg Pmoouncemeata 

For the year ended June 30, 2003, the Olslrfct was required to adopt GASB Statement No. 34 (GASB 34), "Basic 
Financial Statements - and Managemenfs Discussion and Analysis •· for State and local Governments', GASB 
Statement No. 37 (GASB 37), 'Basic Financial Statementa and Managements Discussion and Analysis to, State and 
Local Governments: Omnibus', and GASB Statement No. 38 (GASB 38), 'Certain Financial Statement Note 
D.isclosure". GASB 34 slgnlficanUy changes the way state and tocal g9Vernments_ report their financial lnformafion to 
the puQJic. As a result of GASB 34, state and local govemments are requlrecf to report financial Information using both 
fund-based and government-wide financial statement presentattons. Fund-based statements continue to use the 
modified accrual basis d accounting, but the govemment-wk!e statement uses full accrual basis of accounting. In 
addition to the change In the financial statement presentations, GASB 34 requires the reporting o.f capltal assets and 
long-term obllgatfons on the government-wide finariclaJ statements. The preparation of a Management Discussion and 
Analysis to clarify the District's financial activities Is also requlrecf by GASB 34. Furthermore, the Dlslrfct's notes to the 
llnanclal statement& Incorporate modlficaUons as required under GASB. 38, The effect of Implementing GASB 34 
resulted In a converaion of fund balance to net assets for a decrease of $12,907,561, for a net assets balance of 
$(6,447,064) al June 30, 2003 on the government-wide financial statements. · 

4. Basis nf PcruumiaHon 

Government-wide Statements: The statement of net assets and the statement of actMUes lnclucfe the financial 
activities of the overall government, except for. fiduciary aclMUes. Ellmlnal!ons been made to minimize the 
clouble-counUng of lnlernal activities. These statements distinguish between the governmental and business-type 
acttvitles of the Dlslrlct. Governmental activities generally are flnancecf through taxes, lntergovemmental revenues, and 
other nonexehange transactions. Business-type activities are f!nancecf In whole or In part by fees ch,!rged to external 
parties. 

The statement of activities presents a comparison between direct expenses and program revenues for the different 
business.type actlv!Ues or the District and for each function of the District's governmental activities. Direct expenses are 
ll!Ose that are speci(lcally associated with a program or function and, therefore, are clearly ldenUftable to a partiCutar 
function. The District does not allocate Indirect mcpenses In the statement of activities. Program revenues Include (a} 
fees. fines, and ch.lrges paid by the recipients of goods or services offered by the programs and (b) grants and 
conlrlbutions that are reslrfclecf to meeUng th.e operational or capital requirements of a particular program, 
Revenues that are not classified as program revenues, Including au taxes, are presented as general revenues. 

12 



ALAMEDA CITY UNIFIED SCHOOL DISTRICT 
NOTl:S TO THE FINANCIAL STATcMf:NTS 
YEAR ENDf:D JUNE 30, 2003 

Fund Flnanclal Statements: The fund financial atatemenls provide Information about lhe Dlstrfct's funds, with separate 
statements presented for each fund category. The emphasis of fund financial statements Is on major governmental and 
enterprise funds, each displayed In a separate column. All remaining govemm!llllal funds are aggregated and 
reported as nonmajor funds. 

The accounting and financial lrealment applied to a fund Is delermined by its measurement focus. All 110Yammenta1 
funds are accounted for using a now of current financial resources measurement fcc:us. With this measurement focus, 
only current assets and current llabllltles are generally. Included on the balance sheeL The Statement of Revenu:9. 
Expenditures and Changes In Fund Balances for these funds present Increases (I.e., revenu.es and olher flna11C1ng 
saurces) and decreases (I.e., expenditures and olhe.r financing uses) In net current assets. 

Fiduciary funds are reported using the economic resources measurement focus. 

5. Basfs of As;cguotloo 

Basis of accounUng refers to when revenues and expenditures are recognized In the accounts reported In the financial 
statements. Government-wide financial statements are prepared using the accrual basis of accounting. Governmental 
funds use the modified accrual basis or accounting. Proprietary and fiduciary funds us the accrual basts of accounting. 

Revenues • exchange and non-exchange transactlons: 

Revenue resulting from exchange. transactions, In which each party gives and receives f!S5enlialiy equal yaiue, Is 
recorded under the accrual basis when the exchange tak9'i place. On a modified accrual basis, revenue Is [eeorded In 
the fiscal year in which the resources are measurable and became. avaffable. "Available" means the resources will be 
collected wllhio the current fiscal year or are expected to be collected soon enough thereafter to be used to pay 
liabilities of the current fiscal year. For the District. "available" means collectible within lhe current period or within 60 
days after year end. 

Non-exchange transactions, In which the District receives value without directly giving equal valu_e In re~, ln(:lude 
property taxes, grants, end entitiements. Under the accrual basis, revenue from property ~xes ~ recognized In the 
fiscal year for which the taxes are levied. Revenue from grants and entitlements ls recognized in the f15cal year In 
which. all ellgiblllty requirements, which specify the year when the resources are to be used or the fiscal year when us.a 
is first permltt.ed: malhlng requirements, In which the District must provide local resources to be IJ$ed for a specific 
purposes: and expenditures requirements, In which the resources are provided to the District on a reimbursement basis. 
Under the modified accrual basis, re~enue from non-exchange transactions must also be avalia~le before ft can be 
recognized, 

Deferred revenue: 

Deferred revenue arises when assets are received before revenue recognlllon crileria have been satisfied. Grants and 
entitlements received before eligibility requirements are met are recorded as deferred ~avenue. On govemme~~ fund 
financial statements. receivables associated With nan-exchange lransactions lhat will not be co!!acted witlun the 
availability pe.riod have also been recorded as deferred revenue. 

ExPenseslexpMditures: 

on the accrual basis of accounting, expanses are recognized at the time a liability Is Incurred. On the modified accrual 
basis of accounting, expenditures are generally recognized In the accounting period In which the related fu~d fiablllty 
·,s incurred, as under the. accrual basis of accounting. However, under tbe mcdttied accrual basis of ~counting, de_bt 
service expenditures, as well as expenditures related to compensated absences and claims and Judgements, are 
recorded only when payment ts due. Allocation of cost, such as depreciation and amortization, are not recognized In 
Iha governmental funds. 

When both restricted am! unreslrfcted resources are available for use, It Is the Dislrfcrs policy to use restricted resources 
flrst. then unrestricted resources 8$ they are needed. 

a. fund A('.GQJ mting 

The accounts of the Dislrfct are organized on the basis of funds, each of which Is considered to be a separate 
accounting entity. The operations of each fund are accounted far with a separate ~et of self·balanclng accounts .that 
comprise Its asset, llab!ltties, fund equity or retained eamlngs, revenues, and expenditures or -expenses, as appropnate, 
District resources are allocated to and accounted for In lndlvldual funds based upon the purpose for which they are to 
be spent and the means by which spending actlviUSli are controlled. The District's accounts are organized into major, 
nonmajar, proprietary and fiduciary funds. 
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ALAMEDA CITY UNIFIED SCHOOL DISTRICT 
NOTl:S TO THE FINANCIAL STA TEMf:NTS 
YEAR ENDED JUNE 30, 2003 

The District reports the following major governmental funds: 

The General Fund Is the District's primary operating fund. It accounts for all financial resources of the Dlstrlc\ eMr;ept 
those required to be accounted far In another fund. 

The Special Reserve Fund far capital projects exists primarily to provide far the accumulation of monies for capital 
outlay purposes. 

In addition, the District repo(1S the following nenma]or governmental funds: 

Special Revenue Funds are used to account for the proceeds of specific revenue sources Iha! are legally restricted to 
expenditures for speciflc PllrJ)OSes. The following special revenue funds are ulilized by the District: 

The Adult Educ;atlan Fund ls used to account separately far federal, state, and local revenues far adult 
education programs. 

The Child Development Fund Is used to account separately for federal, state, and local revenues lo operate 
child development programs. 

The cafeteria Fund Is used to account separately for federal, state, and local resources. to operate the food 
service program. 

The Deferred Maintenance. Fund. Is used to account separately for slate apportionments and the District's 
contribU1lons for deferred maintenance purposes. 

Debi Service Funds are used to act:OUnt for the accumulation of resources for, and the payment of, genera! fang.term 
debt prtnpipal, Interest. arid related costs. The following debt service fund Is maintained by the District: 

The Bond Interest and RedempUan Fund Is used to account for the accumulation of resources for, and the 
repayment of. District bonds, Interest. and related costs. 

Capital Projects Fundi; are used to account far the IJCC!uisllion aod/or construction of all major governmental general 
flKed assets. The District maintains the fa\lowlng cap!tal projects funds: 

The Capital Facilities Fund ls used to acccunt fer resources received from developer impact fees assessed 
under provisions or the canfomla Environmental Quality Act (CEQA). 

The County· School Facilities Fund Is established to receive apportlonments from the Slate Schoo] FecDitles 
Fund authorized by the State Allocation Board fer new school faclHty construction, modemTzaUon projects, 
and facility hardship grants. 

Fiduciary funds are reported in the fiducialy fund financial slatements. However, because their assets are held In a 
trustee or agent capacity and are therefore not available to support District P1D9rams, these funds are not Included ln 
the government-wide stalements. 

Private Purpose Trust Funds are used to. account for donations which have stipulations that the principal may not be 
expended; only the Income may be used for a specific purpose. The following private purpose trust fund ts utilized by 
the District: 

The FoundaUon Trust Fund exists primarily to account separately for money received from gl~ or bequests. 

Agency Funds are used to report student activity funds and other resources held In a purely custodial capacity (assets 
equal llabllities). Agency funds typically involve only the receipt, temporary Investment,. and remittance or fiduciary 
resqurces to lndMduaJs, private organizations, or ether governments. The following agency fund Is In use: 

Student Body Funds are w,ed to account far the activltles of the student groups. 

1. Measurement E®U$ Ba§IS ofAssotmling 

Government-Wide and Fiduciary Fund Financial Slatements: Thelie financial statements are reported using the 
economic resources measurement focus. The govemment·wide nnanclal statements are reported using the a=! 
basis of accounting. Revenues are recorded when earned and expenses are recorded at the Ume liabiltties are Incurred, 
regardless of when the related cash flows take place. Nonexchange transactions, In which the Dlslrfct gives (or 
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receives) value Wllhout dlrecUy receMng (or giving) equal value In exchange, Include property taxes, grants, 
entitlements, and donations. On an accrual basis, .revenue from property taxes Is recognized In the llst:al year for which 
the taxes are levied. Revenue from grants, entiUements, and donations Is recognl%ed in the. fiscal year In which all 
eligibility requirements have been satfsijed. · 

Governmental Fund Anancial Statements: Governmental funds are reported using Iha cummt financial resoUlCe6 
measurement focus and the modified accrual basis of aCCDUnting. Under this method, revenues are recognized when 
measurable and available. The District considers all revenues reported In the governmental funds to be avallab!e If the 
revenues are collected within sixty clays after year-end. The District does not consider revenues collected after Its 
year-end to be available In the current perfocl, Revenues. from IOcal sources consist primarily or property taxes. PrQPerty 
tax revenues and revenues received from the state are recognized under the susceptibfe.to-accrual concept. 
Mlscel!aneous revenues are recorded as revenue when received in cash because they are gef1SlllllY not measurable 
untll actually reooived. Investment earnings are recorded as earned, since they are both measurable and available, 
Expenditures are recorded when the related fund liablllty Is Incurred, except for plinclpal and Interest on general 
long-term debt, claims and judgments, and compensated absences, which are recognized as expenditures to il,e extent 
they have matured. General capital asset acqulsltlons are. reported as expenditures In governmental funds. Proceeds 
of g_eneral tong-term debt al'ld acqulslUons under capital leases are.reported as other financing sourcel!. 

When the. District Incurs an expenditure or expense for which beth restricted and unrestricted resources may be used, It 
Is lhe Qlslrfct's policy to use restricted resources first, ll)en unrestrtcted resources. 

Under GASB Statement No. 20, 'Aeccunting and Financial Reportlng ror Proprietary Funds and Olller Govemmenlal. 
EnHUes Thal Use Proprietary Fund Accounting: all proprielary fUnds will continue to fellow flnanclal · Accounting 
Standards. Board ('FASB"J standards Issued on or before November 30, 1989. However. from that date fc1Wald, 
proprietary funds will have Iha option of either 1) choosing not to apply future FASB standards (Including amendments 
of earlier pronou~nts), or 2) contf!lulng to follow ·new FASB prollOUllCemllnls unless they confl(ct with GASB 
guidance. The District has chosen to apply future FASB standards. 

Q. Bnrl9fl1S and Burt9etaot Amounting 

Annual budgets are adopted on a basis consistent wilh generally accepted . accounting principles for ail governmental 
funds. By state law, the District's governing bo;ird must adopt a final budget no later than July 1, A public healing 
must be conducted to receive comments prior to adoption. The Clstrtcrs governing board saUsfied these requirements. 

Tlte budgets are revised by the District's governing )ioard and District superintendent during the year to give 
conslderalion to unaticipaled income and expenditures. The original and flnl!II revised budgets are pJ'!!Sented for the 
governmental funds In lhe financial statements. 

Formal blldgetary Integration was employed as a managernent control device du~ng the year for all budgeted funds. 
The District emplcys b1Jd!1et control by minor C!b)ect and by Individual approp,laUon accounts. Expenditures cannot 
legaHy exceed appropliatlons by major object account. 

9. Eoc11n1bmores 

Encumbrance accounting Is used in all bu_dgeted funds to reserve portions of applicable appropliations for which 
commitments have been made. Encumbrances are rBC!lrded for purchase orders, contracts, and olher commi\fllenls 
when they are written. Encumbrances are llquidated when the commitments are paid. All encumbrar:ices are liquidated 
as. of June 30. · 

10. Aiisfll• J iabJUJie• and Ec;utty 

a PePQS)W and Investments 

Cash balances held in banks and in revolving funds are Insured to $100,000 by Iha Federal Deposltoiy 
Insurance Corporation. All cash held by lhe flnancfal insUMlons Is runy Insured qr collaterallzed. .For 
purposes of the slatement of cash flows, highly liquid. Investments are. considered to. be cash equivalents If 
they have a maturity of three monlhS or less when purchased. , _ : 

In accordance with Education Code Section 41001, the District maintains subslal)tially all Its cash In the 
.Alameda County Treasury. The County pools these runds wllh those or other .distlicts in Iha County and 
invesls the cash. These pooled funds are carlied at cost. which approximates market Value. Interest eamed is 
deposited quart~ Into participating funds. Any Investment losses are proportionately shared by all funds in 
the pool. 
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The County. Is ·alllholized to deposit cash and Invest excess ~ by California Government Code SIICllon 
53648 et seq. llle funds maintained by Iha County are either ~ by federal depository Insurance or are 
coltaterallzed. 

.lnformatlqn regarding the a~ of dollars Invested In derivatives With Alameda CQunty Treasury was not 
available. 

Inventories are recorded using_ the purchases melhcd fn that the cost Is reco.rded as an expenditure at the 
Ume lndl.vldual inventory items are purchased. Inventories are valued at average (;09! and consist of 
eiqiendable suppfles held for consumption. Reported lnventortes are equally offset by a fund balance 
reserve, which Indicates that these amounts. are not 'available for appropriation and expenditure" even 
though they are a COJ!lponent of net cu_rrent es.sets. Inventories of the General Fund are lmmatelial and have 
been omitted rrom these statements. 

The Olslrlct has. the option of reporting an expenditure in governmental funds for prepaid Items either when 
purchased or duffng Iha benefiUng period. The Clistrict has chosen lo report Iha expenditure when Incurred. · 

c.. Cflr;ltal As.sets 

Purchase4 or CQ!lStructed capital assets af8 reported at cost .or estimated hlslorical cost. Donated fixed assets 
are recorded at their estimated (air value at the dale of Iha donation. The cost or normal maintenance and 
repairs that do not add to the value of the asset or materially extend assets' lives are not capllallzed. A 
capilallzalion threshold of $15.000 Is used. 

Cai>llal assets are being depreciated using the straight-line mi,thod over the follaw!ng esJimated useful lives: 

Asset Class 

Site lmpr.ovements 
School Buildings 
Portable Classrooms 
Vehicles · 
Office Equipment 
Computer Equipment 
Copiers 
Cafeteria Equipment 

d. Qef9([Ad ~YR 

Estimated 
Useful Lives 

20 
50 
25 
B 
20 
5 
10 
15 

Cash received for federal and state specJat projects and programs Is recogniZed as revenue to the extent that 
quarllied expenditures have been Incurred, Deferred revenue Is recorded to the exlent cash received on 
specific projects and prograJ)'IS eia:eeds qualified eiq,enditures. 

Accumulatec! unpaid employee vacation benefits are recognized as lfabHifies of the District. 

Accumulated sick leave beneflls ara not recognized as liabilities of the Dls.trict. The. Olslrfc\'s policy Is to 
record sick_ leave as an operating expense ln the period taken since such benefits do not vest nor Is payment 
probable; lloWever, unused sick leave Is added to the credltable service period fcr calculation of retirement 
benefits when the employee retires. · · · 

[ Lgng .. Ieon ObUgat1Qos 

In the government-wide financial statemenls, long.term debt and other long-term obllgatlons are reported as 
llablllUes In the Statement of Net Assets. Bond pre(lliums and discounts as wefl as Issuance costs are 
deferred and amo~ over the life of the bonds using ·iha elfectlve.lnierast melhod. Bonds payable are 
reported net of apphcable bond premium or ctiscount. Bond issuance costs. are reported as prepaid 
expenditures and amortized over the term of the related debt. ·· 
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In the fund financial slatements, governmental funds recognize bond premiums and dlscounl& as well as 
bond Issuance costs, during the current period, The face amount of the debt Issued, premiums, or discounts 
Is reported as other financing sources/uses. 

g. Fund Balance Bfflieryeg and QesiqoatJons 

Reservations of the ending fund balance Indicate the portions of fund balance not appropriable far 
expenditure or amounts legally segregated for a specific future use. The re&eive for revoMng fund and 
reserve for stores invento,y renect. the portions of fund balance represented by revolving fund cash and stores 
lnvento,y, respectively. These amounts are not available for appropnatlon and expenditure at the balance 
sheet dale. 

ALAMEDA CITY UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

c. Cnmpllaor-e and Ao;nuotahDtty 

1. Finance-Related Legal and Contractual Provisions 

In accordance with GASB Statement No. 38, •certain Flnanclal Statement Note Disclosures,• viOlations of 
finance-related legal and contractual provisions, If any, are reported below, along with actions taken to address 
such violations: 

~ 
None reported 

AQ1Joo Iet<eo 
Not applicable 

2. Deficit Fund Balance or Fund Net Assets of Individual Funds 
Designations of the ·ending fund balance Indicate tenteliva plans for financial resource utilization In a future 
period. · · FoHawJng are funds having deficit fund balances or fund net assets at year end, if any, along with remarl<s which 

address such def!clls: 
h. Bmrenue LirniYPmnertv Taxes 

The District's revenue llmlt Is received from a combination of local property taxes, state apportionments, and 
other local sources. 

The. County Is rMponslble for assessing, collectlng and apportioning property taxes, Taxes· are levied for 
each fiscal year on taxable real and personal property in the CountY. The levy Is based on the assessed 
values as of the preceding March 1, which Is also the lien date. Property taxes on the secured roll are due on 
November 1 and Febn.lll,y 1, and taxes become dellnquent after Oecembe_r 10 and April 10, respectively. 

Secured property taxes are recorded as revenue when appcrtloned, In the fiscal year of the levy. The County 
apportions secured property tax revenue in accordance with the alternate method of distribution pre&crfbed 
by Section 4705 of the California "Revenue and Taxation Code". This altemate method provides for 
crediting each applicable fund with Its total secured taxes upon compleUqn of the secured tax · roll -
approximately October 1 of each year. 

The County Auditor reports the amount of the District's allocated property tax revenue to the California 
Departmen\ of Educatio_n, Property taxes are recorded as local revenue llml! sources. by the District. · · 

The California Department of Education reduces the District's enUUement by the Dlsbicfs lotal property tax 
revenue. The balance Is pald from the General Fund, and Is known as the Stale Apportionment 

The District's Base Revenue Umit Is the amount of general purpose tax revenue, per average dally 
attendance (ADA), that the District Is enUUed to by law. This amount Is multiplied by the second period ADA 
to derive the District's tolal enUUemenL · 

lntarfund Aptlyjty 

lnterfund activity results from loans, services provided, reimbursements or transfem between funds. Loans are 
reported as interfund receivables and pa)lllbles as appropriate and are subject to enmlnation upon 
consolidation. Services provided, deemed to be at market or near market rates, are l(eated as revenues and 
expenditures or expenses. _Reimbursements occur when one fund incurs a cos~ charges the appropriate 
beneHUng fund and reduces Hs related cost as a reim~ursement. All other lnterfund transactions are treated 
as transfers. Transfers In and Transfers Out are neHed and presented as a ·single "Transfers• line on the. 
government-wide statement of activities. Similarly, ln!erfund receivables and payables are netted and 
presented as a single "Internal Balances• line of the government-wide statement of net assets. · 

J. use or Estimates 

The preparation of financlal statem~nts in conformity with generally accepted accounting principles requires 
the use management's estimates. Actual results could differ from those estimates, 

B. Exre:v; of Exneodlturoo Ovac APPCOOdatlAM 

As of June 30, 2003, the Disbict recQrded no significant expenditure& exceeding appropriations In Individual funds. 
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Euo!1.Mama 
None reported 

Deficit 
Amount 

Not applicable 
B.emads&. 
N¢apptlcable 

D. ~ 

E. 

cash fn County Imasrny; 

In accordance with Educaticn Code Section 41001, the District mainlain$ substantially all of Its cash In Iha Alame<la 
County Treasuf'/ as part of the common Investment pool ($3,336,793 as of June 30, 2003). The fair value of Iha 
District's portion of this pool as of that dale was not provided by the pool sponsor • Assumptions made In detennlnlng 
the fair value of the pooled investment portfolios are. available from lhe County Treasurer. The. county Is restricted by 
Government Code Section 53635 pursuant to Section 53601 to invest in time depos!ls, U.S. govem~nt securities. 
state registerecl warranls, notes or bonds, State Treasurefs Investment pool, bankers' acceptances, commercial paper, 
negoUable certilir;ates of deposit, and repurchase or reverse repurchase agreements. 

Cash on Hand In Banks aOO to BmlYJm EJ 100 

Cash balances on hand and In banks ($1, 105,834 as or June 30, ?003) and in the revolving fund ($50,000) are insured 
up to $100,000 by the Federal DepQSftory Insurance Corporation. All cash held by the flnanclal institution Is fully 
Insured or collaterallzed. 

A®PY'Wi BeeaNable 

ACQOunts receivable as or June 30, 2003, consist of the following: 

Spec:lal All Other 
General Reserve Governmental 

Fund FUnd Funds Totals 
Federal Government: 

Categorical aid programs $ 1,024,851 S 0$ 168,501 $ 1,193,352 
state Government: 

Categorical aid programs 1,536,030 0 0 1,536.030 
Special Allowances 4,627.208 604,448 5,231,656 

Total state government 6,li33.238 0 604,448 6,76'l,Ei8B 
Local Government 

Developer fees 0 0 15,467 15.467 
Interest 139,485 37,750 26,192 203.427 
Other 402.696 33,290 14,501 450,487 

Total local 542,18l 71,040 56.1Eio 669,381 
Total accounts receivable s 7,730,270 S 71,040 S 829,109 $ s,Ei3o,41s 
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F. loJerfuntf Immac;tJnos 

G. 

lnt11m1nd transaction are reported as either roans, services provided, reimbursements, or transfers. Loans are reported as 
lnterfund receivables and payables, as appropriate, and are subject lo e.llm/nallon upon consolldaUon. All other 
lntert'und transadlons a.re lrealed as lransfers. Transfers .among governmental or proprieta,y f'unds are netted as part or 
the reco()Clllatlon to ll)e govemmeot-Wide finaC\Clal statements. · 

Jnlertund/BeMJvahleafPavablM (Pua EmmlQue to\ 

As of June 30, 2003. interfund recalvables and payables were as follows: 

Funds 

General Fund 
Special Reserve Fund 
Nonmajor governmental funds 
TQ!al 

lnterf11ntf Transfers 

$ 

$ 

lntelf\lnd. 
Receivables 

963,239 $ 
4.253. 

3,002,541 
3,!!7!!,033 S 

lntefunct 
Pa~es 

673,77-1 
2.266,170 
1,030,092 
3,!!70,1133 

lnterfund transfers consist of operallng transfers from funds recelving revenue to funds through wl)lch the resources are 
lo be expended, lnterfund transfers for fiscal year 2002-2003 were as follows: 

Funds Transfers In Transfers Out 

General Fund $ 120,597 $ 248.226 
Special Reserve Fund 0 548,251 
Other governmental funds 

Deferred Maintenance Fund 748.251 0 
Chlld Development Fund 48,226 0 
Cepllal Facirttles Fund 0 120,597 

Total $ !H7,117l$ u,11Df.J 

Transfer cf $200,000 .. from the General Fund to the Deferred Malntenarn:e Fund to support slate matching requirements. 

Transfer of $548,251 from the Special Reserve Fund to the Deferred Maintenance Fund lo support slate matcjllng 
requirements. 

Transfer or $120,597 from Iha Capital Facilitles Fund ID the General Fund lo support operations. 

Transfer of $48,226 from the General .Fund to the Chffd Development Fund to support operaljons. 

CaQltal Auel5 

Capital asset aqtivity for the year ended June 30, 2003, was as follows: 

Beginning 
Balances Increases Decreases 

GAYffllltneDIBI acrtMUe:r 
Capita/ assets not being depreciated: 
Land $ 4,734,638 S 0 $ 
Work In progress 0 0 
Total capital assets not being depreciated 4,734,!i31! 

Capita/ assets being depreciated: 
Buildings 33,657,754 4,428,464 
improvements 2,420,495 0 
Equipment 922.562 136,925 
Total capital assets being depreciated 

Less accumulated depreciation fer: 
37 ,!100,!!l l 4,Sll5;3Sll. 

Buildings 17,949,999 605,580 
Improvements 2,277,792 18,086 
Equipment 566.335 44,186 

Total accumulated depreciaUon 20,7S3, l2ll BS7,B52 
Total capttal assets being depreciated, net lll,207,1!'65 3,!!!17;537 

Govemme_ntal activities capital assets, net $ 20.942.323 $ 3,Mt,537 $ 
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Ending 
Balances 

0 $ 4,734,638 
0 0 

.J.734,SSS 

0 38.086,218 
0 2.420,495 
0 1,059,487 

a:,,SBS,200 

0 18,555,579 
0 2,295,878 
0 609,521 

0$ 

2i,4m,,;rn 

§N3 
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Depreclatlcn was charged ID functions as follows: 

Instruction 
lnstructlon-Related SBIVfces 
Pupil Services 
General AdmlnlstraliDI! 
Plant Seivlces 

$ 5,724 
9,140 
1.m 
3A90 

647,821 
$.======6=67=.8=52=· 

H. General Qbligatfoo ftonds 

The outstanding General ObllgaUon Bonded Debt of the District as of June 30, 2003, ls as follows: 

llmlll 

2002 

Interest Rate 

5.5% 

Maturity Date 

2015 

Amount of Outstanding 
Original Issue July 1, 2002 

$ 34,325.000 $ 34,325.000 $ 

Bends 
Redeemed Outstanding 
During Year June 30, 2003 

2,095.000 S,=:==i,32:!l.2:3=0,00==D 

The annual requirements to amortize the general obligation bonds payable outstanding as of June 30, 2003, are as 
follows: · · · 

Year !:r,dlng 
Interest Total June30 Principal 

2004 $ 2,210,000. $ 1,772.650 S 3,982,650 
2005 2,335,000 1,651,100 3,986,100 
2006 2,460,000 1,522,675 3;982,675 
2007 2,595,000 1,387,375 3,982,375 
2008 2,740,000 1.244,650 3,984,650 

2009-2()13 16,115,000 3,791,425 19,906,425 
.2014 3,775,000 207,625 3,982.625 

s 32.230.000 $ 11,577 .500 $ 43,807,SOO 

Cecltt!ealea Pt part;e1pat1pn 

In May 1998, the District Issued Certificates of Perticipal!on (COPs). S~mi-annual pall(Tlents are made at varying 
Interest rates from 5.15% to 8.0%. ,:tie certificates mature through May 1, 2020, as follows: 

Year Ended 
June30 

2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 
2019-2020 

Total 

J. caaUal I eaum 

s 

The District lec!Sas facilllles a.nd equlpmenl under agreements that provide fc;ir till!! to pass upon eJ<plratlon of lhe lease 
period. Future minimum lease lll!ymenls are as fQllows: 

Year Ending 
June30 

™ 2005 
2006 
2007 
2006 

2009-2011 
Total Minimum Le8$e Payments 
Less Amoun1 Repressnllng Interest 
Present Value of Net Minimum Lease Payments 

20 

Lease Payments 
$ 3413,458 

$ 

348,458 
348.458 
307,992 
267,522 
607,142 
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T11e Dlslrlct wllf receive no sublease rental revenues nor pay any conUngent rentals associated with these leases. 

K. Lo00:Iecco ObllsaHons 

A schedule of changes Ill Ieng.term obllgations for the year ended June 30, 2003, are as foHows; 

Beginning Ending 
Balance Increases Decreases Balance 

Ga~msatal aQIMUn· 
General obligatlon bonds $ 34,325,000 $ OS 2,095,000 S 32,230,000 
Certificates or participation 3,086,955 0 168,145 2,918,810 
Capital leases 1,982,421 213,926 1,768,493 
Compensated absence$ 645,540 164,579 0 830,119 
Total governmental actlvlUes s 40,039 916 $ 164579 S 2,4n,013 s 37,747,422 $ 

Amounts 
Dua Within 
One Year 

2,210,000 
176,197 
229,301. 
830,119 

3,445,617 

Payments on the General Obllgat!on Bands are made by the Band Interest and Redemption Fund with local revenues, 
Payments fer the Certificates or Participation are made by the General Fund. The accrued vacation will be paid by the 
fund for which the employee worked. 

L. Joint ventures I lofnt Pmvecs AnmementsJ 

The Alameda City Unified School District participates In two Joint ventures under joint powers agreements {JPAs). The 
relationship between the District and the JPAs Is such that the JPAs are. not component units of the Alameda City 
Unified School District rcr financial reporting p11rposes. 

Alameda County Schccls Insurance Group (ACSIG) • The ACSIG arranges for and proVides vision Insurance far Its 
members. 

Oakland/Alameda Regional OccupeUonal Program arranges for and provides 01;C11pational !raining far students of the 
participating districts. 

Tha JPAs are governed by boards conslstiog of a f!1Presentatlve from each member district. The boards control the 
operations or the JPAs, including selection cf management and approval of operating budgets, Independent of lllly 
Influence by the member disttic!s beyond their representation on the board. Each member district pays a premium 
commensurate with the level or coverage requested and share surpluses and deficits proportionate to their participation 
intheJPAs. · · 

Separate financial statemen!s of the JPAs for June 30, 2003 were not av.illable. 

M. Cbartec $r;hQQls 

The District has granted and approved two charter schools pursuant to Education Cade Sel:Uon 47605. 

The Bay Area School of Enterprise was g!Bl119d and approved on May 16, 2001, for a term of five years commencing 
on July 1, 2001. This schacl Is fiscally Independent and has a separate audit. 

The Alameda Community Leaming Center was granted and approved on December 12. 2002, for a term of five years 
commencing on July 1, 2003. For disclosure 11urpases, the financial activities of this charter school ere presented In 
the District's General Fund. 

N. EmQJovee 8Bticement Sy§tern-s 

Qualified employees are covered under multiple-employer defined benefit pension plans maintained by agencies or 
the State of Califomla. CerUficatecl employees are members or the State Teachers' ReUrement System (STRS), and 
classified employees are members of the Public Employees' Retirement System (PERS). 

PERS: 

Pian PevtJDfiQo 

The District contributes ta the School Employer Pool under the Callfomla Public Employees' Retirement System 
(Cal!'ERS), a cost-sharing mulUple-employar publl~ amployee retirement system defined benetit pension plan 
administered by CalPERS. The plan pn:,vldes retirement and disability benefits, annual cost-of-lMng adjustments, and 
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death benefits to plan members and beneflclarfes. Benefit provlslcns are eetabllshed by state statutes, as legislatively 
amended, within the Pubfic Employees' ReUrement Law. catPERS Issues a separate comprehensive annual financial 
report that Includes flnanclal statements and required supplementary Information. Coples or the CalPERS annual 
financial report may be oblal!lS(I from the CalPERS Execu11ve Office, 400 P Sl!eet, Sacramento, CaDfomla 95814. 

funding PpJley 

Active plan members are required to contribute 7% of their salary (7% of monthly salary over $133.33 If the mamber 
participates lo Social Security), and the District Is required ta contribute an actuarially determined rate. The actuarial 
methods and assumptions used for determining the rate are those adopted by the CalPERS Board or 
Administration, The required employer contribution rates for fiscal year 2002-03 were 2.894% of payroll 
for the, six months ending December 31, 2002, and 2.n1% of payroll far the remaining six lll0!1ths ending Jufll! 30, 
2003. The contribution requirements of the plan members are established by state staMe. The District's 
contributions ta CalPERS fer the fiscal year ending June 30, 2003, 2002 and 2001 were 5353,681, SO and $0, 
respectively, and equal 100% or the required contributions far each year. 

STRS: 

Plan PescciPtlAO 

The District contributes to the State Teachers' ReUrement System (STRS), a cost-sharing multiple-emplcyer public 
employee reUrement system deflnl'd benefit pension plan administered by STRS. The plan provide$ retirement. 
disability, and survivor benefits to be.neficiaries. Benefit provisions are established by state statutes, as legislatively 
amended, within the State Teachers' Rellrement Law. STRS issues a separate comprehensive annual financial report 
that lncluc:!es financial statements and required supplementary lnformaUon. Coples of the STRS annual financial report 
may be obtained from the STRS, 7667 Folsom Bof.!levard, Sacramento, California 95&26, 

E1mding Polfcv 

Active plan members are required to contribute 8% cf their siilary and the Dlslricl Is required to contribute an actuarially 
determined rate. The actuarial methods and. assumptions used for determining the rate are ·1hase adopted by the .. STRS 
Teachers' Ra.til'.Bfflent Beard. The required employer contribution rate for fiscal year 2002-03 was 6.25"~ of aMual 
payroll. The conlribuUon requirements Qf the plan members are estab/lshed by state. statute; The District's contributions 
to STRS for the fiscal year ending June 30, 2003, 2002 and 2001 were $3,225,090, $3,027,019 and $2,668,300, 
respectively, and equal 100% cf the required contributions for each year. 

o. Cornmttmeots and Contfnaeorles 

The District is Involved in various litigation. In the opinion or management and legal counsel, the dispai;IUon of al! 
litigation pending will not have e mlllerial effect an the financial statements. 

State and federal AJlowaOQM Awards r!od Grants 

The District has received state and federal funds for specific purposes that are sUbJect to view and audit by the granter 
agencies. Although such audits could generate expendtture dlsallowances under terms or the grants, It is belleved that 
any required relmbursement·wili not be.material. 
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GENERAL AND FINANCIAL INFORMATION 

The District includes approximately 1.8 square miles in the northern part of Alameda County and 
provides educational (K-12) services to the residents of the City of Albany (the "City"). The estimated 
population of the District is 16,460. 

The District operates three elementary schools (K-5), one middle school (6-8), one high 
school (9-12), one continuation school and one adult school. 

The District's 2003/04 pupil-teacher ratios are 20: 1 for grades K-3, 29:1 for grades 4-8, and 30:1 for 
grades 9-12. 

The District is governed by a Board of Education consisting of five members. Members are elected to 
four-year terms in staggered elections. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Dr. William Wong has served in this capacity since July 2002. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

(a) 

(b) 
(c) 

Academic Year 

2000101(•) 
2001/02(b) 
2002/03(b) 
2003/04(c) 
2004/05(c) 

ALBANY UNIFIED SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Average Daily Attendance(•) 

2,823 
2,916 
3,042 
3,153 
3,172 

Includes grades K-12, special education, and continuation students; does not include adult education or ROP. 
Audited Financial Statements. 
Estimated - Second Interim Report adopted on March 9, 2004. 
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The District employs 198 full-time equivalent certificated and 116 full-time equivalent classified 
employees. There are three formal bargaining organizations that are active in the District. 

Labor Organization 

Albany Teachers Association 

ALBANY UNIFIED SCHOOL DISTRICT 
Labor Relations 

Number of Employees 

California Schools Employees Association 
Service Employees International Union, Local 790 

200 
106 
30 

(a) Negotiations pending. 

Source: The District. 

Investment of District Funds 

Contract Expiration 

June 30, 2004 
June 30 2004(•) 
June 30, 2004(•) , 

Substantially all District operating funds are held by the Alameda County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX C-ALAMEDA COUNTY -COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in A.D.A. The District is not a basic aid district. The District has assumed A.D.A. 
growth as reflected in the table above, and 1.84% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 
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Fiscal Year 

2000101<•) 
2001102<•) 
2002103(•) 
2003/04(b) 
2004/0S(bl 

(al Audited Financial Statements. 

ALBANY UNIFIED SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$13,319,440 
13,945,281 
14,907,240 
15,208,336 
15,297,529 

(bl Second Interim Report adopted on March 9, 2004. 

Percent of General Fund Revenues 

63.65% 
63.74 
66.34 
65.96 
68.40 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of"step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects an increase of three full-time equivalent certificated and a reduction of one full
time equivalent classified employees for the 2004/05 fiscal year. The District expects a 1.84% negotiated 
salary increase for certificated employees, and a 1.84% negotiated salary increase for classified employees for 
the 2004/05 fiscal year. Overall salaries and benefits are projected to increase by 3.53% in the 2004/05 fiscal 
year. 

ALBANY UNIFIED SCHOOL DISTRICT 
Salaries and Benefits 

Fiscal Year 

2000101(•) 
20011oir·i 
2002/03(a)(b) 
2003/04(c) 
2004/05<cl 

<•J Audited Financial Statements. 
(bl Expenditure details from Unaudited Financial Statement. 
<cl Second Interim Report adopted on March 9, 2004. 

Salaries and Benefits 

$16,979, 733 
19,509,510 
19,192,827 
18,763,774 
19,425,249 
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Percent of General Fund Expenditures 

82.60% 
85.13 
87.27 
83.75 
86.89 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

ALBANY UNIFIED SCHOOL DISTRICT 
General Fund Revenue, Expenditures and Fund Balances 

Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 20011oit•J 2002103<•)(b) 2003/04(c) 2004/05(c) 

Revenues 

Revenue Limit Sources $15,297,529 

State Aid $ 7,441,507 $ 7,339,463 $ 8,326,446 $ 8,279,801 

Property Taxes 5,877,933 6,605,818 6,580,794 6,928,535 

Federal Revenue 488,572 538,951 705,346 826,426 651,138 

Other State Revenue 2,689,750 3,086,810 2,234,228 2,319,351 1,819,848 

Other Local Revenue 2,696,737 2,818,710 4,625,059 4,701,570 4,597,012 

Other 1,732,770 1,489,745 0 0 0 

Total Revenues 20,927,269 21,879,497 22,471,873 23,055,683 22,365,527 

Expenditures 

Certificated Salaries 10,778,435 12,178,020 11,813,553 11,829,128 12,121,990 

Classified Salaries 3,016,173 3,490,797 3,206,394 2,985,290 3,030,269 

Employee Benefits 3,185,125 3,840,693 4,172,881 3,949,356 4,272,990 

Books and Supplies 741,692 637,945 611,950 1,014,979 1,067,387 

Services, Other Operating Expenses 2,412,611 2,546,855 2,292,516 2,823,374 2,057,352 

Capital Outlay 167,525 125,693 5,413 0 0 

Other Outgo 256,202 96,993 (110,832) (198,152) (194,010) 

Total Expenditures 20,557,763 22,916,996 21,991,873 22,403,975 22,355,978 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 0 0 0 0 0 

Interfund Transfers Out I Other Uses 0 0 (138,175) (181,251) (171,251) 

Total Other Financing Sources/(Uses) 0 0 (138,175) (181,251) (171,251) 

Excess of Revenues Over (Under) Expenditures 369,506 (1,037,499) 341,825 470,457 (161,702) 

Beginning Fund Balance 896,741 1,266,247 421,817 984,234 1,454,691 

Prior Year Adjustments 0 193 069 220,592 0 0 

Ending Fund Balance $ 1,266,247 $ 421,817 $ 984,234 $ 1,454,691 $ 1,292,990 

<•l Audited Financial Statements. 

Cb) Expenditure details from Unaudited Financial Statement. 

(c) Second Interim Report adopted on March 9, 2004. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. The District participated in the Alameda County Office of Education's issue 
of tax and revenue anticipation notes (the "ACOE TRAN") dated July 1, 2003, and due June 30, 2004. The 
District received the principal amount of $3,000,000 from the ACOE TRAN. The notes are general 
obligations of the District, secured and payable from general fund revenues received during or allocable to, 
the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "ALBANY SCHOOL 
DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Subsequent to the date of the Audited Financial Statement, June 30, 2003, the District issued General 
Obligation Bonds, Election of 1993, Series Gin the amount of$4,600,000 on February 1, 2004. The bonds 
represent the seventh and final series issued under this authorization. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.75 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

ALBANY UNIFIED SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July 1, 2004 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

39 

$ 2,277,006 

26,718,273 

(24,124,739) 

$ 4,870,540 

$ 2,780,775 

1.75 : 1 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES - Other District Funds" herein. 

ALBANY UNIFIED SCHOOL DISTRICT 
Other District Funds 

Special Revenue Funds 
Adult Education 
Cafeteria 
Deferred Maintenance 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
State School Building Lease-Purchase 
Tax Override Fund 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

Cal Unaudited Financial Statement. 
Cbl The District. 

Cash Flows 

June 30, 2003, 
Balance (al 

$ 324,006 
21,004 

202,625 
547,635 

629,678 
185,512 
185,512 

5,936 
1,006,637 

$1,554,272 

June 30, 2004, 
Estimated Balance (bl 

$ 485,023 
21,004 

222,768 
728,795 

4,869,456 
222,431 

6,312 
0 

5,098,199 

$5,826,994 

June 30, 2005, 
Estimated Balance (hl 

$ 450,000 
20,000 

100,000 
570,000 

1,000,000 
50,000 

100,000 
0 

1,150,000 

$1,720,000 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District: Albany Unified School District 
2004 Tax and Revenue Anticipation Notes 

EXHIBIT I 
2003/04 ACTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

Julr August Se2tember October November December Januarl'. Februarr March A2ril Mal'. June Total 
Beginning Cash 2,421,660 4,866,108 4,874,962 4,434,126 3,352,634 2,772,968 4,926,333 4,589,443 4,372,988 4,147,250 5,117,404 3,594,017 2,421,660 

Receipts 

Revenue Limit: Property Tax 28,541 6,846 161,654 28,752 159,429 1,231,532 2,566,260 (111,652) 200,000 2,225,000 200,000 232,174 6,928,535 
Revenue Limit: State Aid 485,148 901,201 616,155 616,155 616,155 616,155 616,155 1,369,041 610,909 610,909 610,909 0 7,668,892 
Other Receipts 600,402 631,119 739,482 497,456 719,309 1,496,099 1,231,930 582,026 622,468 1,772,864 749,198 527,536 10,169,889 
Note Proceeds and Interest Earnings 3,017,581 0 0 0 0 0 0 0 0 0 0 27,294 3,044,875 
Total Receipts 4,131,673 1,539,166 1,517,291 1,142,363 1,494,892 3,343,786 4,414,345 1,839,414 1,433,377 4,608,773 1,560,107 787,003 27,812,191 

Disbursements 

Salaries and Benefits 308,795 415,789 1,697,331 1,825,443 1,737,644 386,349 3,286,745 1,854,294 1,390,533 1,789,000 1,789,000 1,944,000 18,424,924 
Other Disbursements 1,378,429 1,114,524 260,796 398,412 336,914 804,072 264,489 201,576 268,582 649,619 649,619 160,015 6,487,046 
Note Payment Pledge 0 0 0 0 0 0 1,200,000 0 0 1,200,000 644,875 0 3,044,875 
Total Disbursements 1,687,224 1,530,312 1,.958,127 2,223,855 2,074,558 1,190,421 4,751,234 2,055,870 1,659,115 3,638,619 3,083,494 2,104,015 27,956,845 

Net Increase/Decrease 2,444,448 8,854 (440,836) (1,081,492) (579,666) 2,153,365 (336,889) (216,455) (225,738) 970,154 (1,523,387) (1,317,011) (144,654) 

Ending Cash 4,866,108 4,874,962 4,434,126 3,352,634 2,772,968 4,926,333 4,589,443 4,372,988 4,147,250 5,117,404 3,594,017 2,277,006 2,277,006 

EXHIBIT II 
2004/05 PROJECTED CASHFLOW 
GENERAL FUND 

Jull'. August Se2tember October November December January Februa!l: March A2ril Mal'. June Total 
Beginning Cash 2,277,006 5,098,729 4,624,068 3,361,781 2,177,567 1,152,786 3,810,712 2,.933,409 2,217,806 2,293,374 3,616,939 2,375,939 2,277,006 

Receipts 

Revenue Limit: Property Tax 28,709 6,886 162,602 28,921 160,364 1,238,755 2,581,311 (112,307) 201,173 2,238,049 201,173 233,535 6,.969,169 
Revenue Limit: State Aid 496,788 993,576 662,384 662,384 662,384 662,384 662,384 1,175,358 587,679 587,679 587,679 0 7,740,681 
Other Receipts 910,573 247,729 288,944 429,293 187,148 1,385,143 577,640 306,192 766,804 1,599,657 612,743 1,961,403 9,273,269 
Note Proceeds and Interest Earnings 2,735,154 0 0 0 0 0 0 0 0 0 0 0 2,735,154 
Total Receipts 4,171,224 1,248,191 1,113,929 1,120,598 1,009,895 3,286,282 3,821,335 1,369,243 1,555,657 4,425,385 1,401,595 2,194,939 26,718,273 

Disbursements 

Salaries and Benefits 321,823 430,763 1,757,210 1,890,601 1,797,842 399,777 3,402,220 1,919,344 1,422,488 1,853,608 1,853,608 2,012,446 19,061,729 
Other Disbursements 1,027,679 1,292,089 619,007 414,211 236,835 228,579 216,417 165,502 57,601 168,211 168,211 468,667 5,063,010 
Note Payment Pledge 0 0 0 0 0 0 1,080,000 0 0 1,080,000 620,775 0 2,780,775 
Total Disbursements 1,349,501 1,722,852 2,376,216 2,304,812 2,034,676 628,356 4,698,637 2,084,846 1,480,088 3,101,820 2,642,595 2,481,113 26,905,514 

Net Increase/Decrease 2,821,723 (474,661) (1,262,287) (1,184,213) (1,024, 781) 2,657,926 (877,302) (715,603) 75,568 1,323,565 (1,241,000) (286,174) (187,241) 

Ending Cash 5,098,729 4,624,068 3,361,781 2,177,567 1,152,786 3,810,712 2,933,409 2,217,806 2,293,374 3,6162939 2,375,.939 2,089,765 2,089,765 
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WILKINSON & HADLEY LLP 
CliR11FIED PUBLIC ACCOUNTANTS 

ZSo B. DOUGLAS AVE., SlllTE 200 

Et CAJON, CA 92020 
Tm. (619) 447-6700 • FAX (619) 447...6707 

Independent Auditor's Report on Financial Statements 

Board of Trustees 
Albany Unlfled School Dlslrlct 
Albany, Callfomla 94706 

Members of the Board ofTrustees: 

We 11.ive audited lhe accompanying financial statements of the govemmental ac!ivitles, each major fund, and 
the aggregate remaining fund Information of Albany Unified School District as of and for the year ended June 
30, 2003, which collectively comprise the District's basic financial statements as fisted In .the table of contents. 
These financial statements are the responslbDity of Albany Unified School Olstrtcfs management Our 
responslblllty Is to. express opinions on these financial statements based on our audit 

We QOnducted our audit Jo ae<:ordance with auditing standards generaUy aci:ep!ed In the United Slates of 
America and the standards applicable to financial audits contained In Government AUdiUng Slandaros, 
Issued by the Comptroller General of the United States. Those standar:ds require that we plan .and perfonn the 
audit to obtaln reasonable assurance about whether the financial statements are free of material ml$statement. 
An audit Includes examining, on a test basis, evldence supporting the amounts and d"JSC!osuras In the flll8nciai 
statements. An audit also Includes assessfng the accounting principles used .and significant estimates .. made by 
management, as well as .evaluating the overall financial statement presentation. We believe that our audit 
provides a reaso!ISble basis for our opinions. 

In our oplnlo!l, the financial statements referred to above present fairly, In au material respects, lhe respective 
fiJlancial position of the governmental acUvltles, each major fund, and the aggregate remaining f\.lnd Information 
of Albany Unified School Distrl.ct as of June 30, 2003, and the respective changes Jn financial position thereof 
for the year 1hen ended in conformity with accounting principles generally accepted In the Unlted States of 
America. · 

In accordance with Government Auadlng standards, we llave also issued our report dated January 9, 
2004, on our consideration of Albany Unified School District's Internal control over flnanclal reporting and our 
tests of its 1:empllance with certain proV!Sfons of laws, regulations, contracts and grants. That report IS an 
Integral part of an audit performed in ae<:onlance with Govemment Audjt/ng standanls and shoulct be 
read in con)mctlon with tills report In considering the results of our audit 

The Management's Olscus.slon. and Analysis and the budgetary Information Identified as Required 
Supplementary Information In tile table of contents are not a required part of the baslg financial statements but 
are supplementary Information required by aCCGunt!ng principles generally accepted In the United Slates of 
America. We have applied certain Hml!ed procedures, which consisted principally of lngulrles of management 
regarding the methods of m~urement and presentation of the supplemental information. However, we did not 
audH the Information .and express no opinion on It 

l 
I 

J 
l 

.J 

.J 
..I 
l 

our audit was perfonned for the purpose of forming opinions on the flnan~al statements which collec;tively 
comprise the Albany Unified School Dlstricfs basic financial statements. The accompanying schedule of 
expenditures of federal awards required by U. S. omce· of Management and Budget Circular A-133,Audlts 
of states Loce/ Governments end Non-Profit Organizations and the supporting si;hedules listed 
In the tab~ of contents are presented for purposes of addltlpnal analysis and are not a required part of the 
basic financial statements. This Jnformalion has been subjected to the auditing procedures appfied in the audit 
of the basic financial statements and, lo our opinion, Is falrly stated In all .material respects In relation to the 
basic financial statements taken as a whole. 

~#f.d&<~ 
Wilkinson & Hadley, LLP 
January~. 2004 
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ALBANY UNIFIED SCHOOL DISTRICT 
MANAGEMENT'S DISCUS.SION AND AN.AL YSIS 

For the Fiscal Year Ended June 30, 2003 
(Unaudited) 

This dlscussfon and analysts of :the. Albany Unified School Dlstrlcl's financial perfQ.!111ans:e proytcles an 
overall review of the district's financial a.cllville,s ror the fJscal year ended June 30, 2003. The l!Jtent of this 
discussion and analysis Is to look at the dlstr!Cfs financial per;fonn~ as a whole. Readers should also. 
review the no!!!$ to the basic ·financial statements and the financial statements iO enhance !heir 
understandin.g of the d!slricfs·financlal peJfomlance. 

USING THESE FINANCIAL STATEMENTS 

This report consists of a series of financial i;tatsments and notes to those statements. The.se stiltements 
are organized so the reader can understand the Albany Unlfled School Olslrlct as a complex financial· 
entity. The statements then proceed to provide an lncreasJ11gly detafled look at specific financial 
activities. The Albany .Unified School° District does not operate any buslnass-type actlvilles, so the 
Information presented is solely ror governmental actlvitl~ 

The Statement of Net Assets and statement of Activities provide Information about the activities of the 
whole district, presenting both an aggregate view of the .district's finances and a longer-term Ylew of those 
finances. Fund financlal.statements provide the next 1~1 of detail 

FINANC~L HIGHLIGHTS 

Key financial highlights for 2002-03 are as follows: 

• Total.net assets a_re $21,232,6'71. 
• Unrestricted net assets (assets not Invested In buildings, land,. or equipment, and not restricted 

for debt payment or reseNed for projects and educaUonal programs} are $76M13 .. 
• Outstanding Capital Lease-Purchase Debt decreased from $119,601 to $61,485 during the 2002• 

03 fiscal year. . 
• Outstanding General OliligatJon Bonds Debt dei:reased from $25,295,000 to $24,315,000 during 

tbe 2002-03 liscal year. 
• Outstanding Other long.. Term Oe!,t (ni,t changei; to early retirement lncentJve plans} lncreas.ed 

from $112,781 to $160,863 during the 2002-03 fiscal year. 

OVERVIEW OF THE FINANCIAL STATEf'1ENTS 

This annual audit report cons!sJ.s of three parts: Managemanfs discussion and analysis (this section), the 
basic financial statements, and required supplementary lnform.alion. Toe basic financial statements 
include different kinds of $tements which present both a view of the district as a whole, and Individual 
fund statements that focus on various parts of th.e dlslr.lct's operations In mole delall. The fine~ 
statements also Include notes that explain some of the Information presented In the statements and 
provide more detailed data. The statemei,ts are followed by a section of required supplementary 
Information that furtJJer explains and supports the financial statements. 
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REPORTING THE DISTRICT AS A WHOlE FJNANCIAL l:NTITY 

statement of Net Assets end .Statement of Activities 

Whlle this doc!lment C011tains several funds used by the district to provide programs and activities, the 
view of tile dfstrlct as a whole looks at au financial transactions and asks th.e question, •How did we do 
finenclaUy during 2002-2003?" The Stateme.nt of N_et As,sets and the Slatement of Aclivilles answer this 
question. These statemenlS Include all assets and all Uabllilles uslng the accrual basis of a.qcoUntlng 
slmilar to. the .accoummg used by most pfiv.at&-sectot companies. This basis of accounting takes Into 
account an of the. current yeats revenues and expenses regardless of wJlen. cash Is recfllved or 
disbursed. 

These two statements report the dlstrlcfs net assets and changes In those assets. This change In net 
assets is Important because it tells ,the reader whether, for the district as a whole, the financial position of 
the district has Improved or diminished •. 

In the. Statement of Net Assets an.cl tile Statement of Activities, the d!J;trict Is presented In Just.one kind af · 
activity Governmental AcUvltles. All the district's programs and -services are reported here including 
lnstruclional, support services, and operation and maintenance of plant and fac1Ulle$. The dfstrict does 
not operate any business-type activities, so none are presented llere. 

REPORTING THE DISTRICTS MOST SIGNIFICANT INDIVIDUAL FU.NOS 

Fund Financial statements 

Ma{or Funds: The analysis of ihe districts major funds Is Included In the audit .report Fund financial 
reports provide detailed lnfonnatlon ~bout the district's major funds. The .district uses many funds to 
account for a multltude of financial transactions. However, these fund f111anclal statements. focUs on the 
most significant funds. The 111aJor govemme_ntal fund, which accounts for most of the day-to.day 
programs end services provided by .the district, ls the General Fund. 

Gqvemmental Funds: .Most.of the dlsll'.!cf.s activities are reported In governmental funds, whli:h focus on 
how money flows Into and !lut of those funds and the balances left at year-end avallable for .spending In 
future periods. These funds are reported. using an accounting method called modlfJed accrual, which 
measures cash and aU olher financfal assels that .can readily be converted Into cash. The governmental 
fund statements provide a -dliltaUed short-term view of the district's general govemment o~ratlons and 
the basfc services tt provides. Governmental fund Information helps you determine the financial 
resources that can be spent In the near future to fl/lance educational programs. The relationship _(or 
differences) between govemmentat activities (reported ln the statement of Net Assets and the Statement 
of AotivlPes} and governmental funds Is. reconciled In the fin.ino!al stawments. 

4 
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ALBANY UNIFIED SCHOOL DISTRICT AS A COMPLETE FINANCIAL ENTITY 

Recall that the Statement of Net Assets provides the perspective of the dlstrlct as .a \\'.hole. Table 1 
provides a summary of lhe district's net assets for·2002-03. 

Assets 
Cash 
lnvesbnents 
Receiv:al:Jles 
Due from other funds 
Stores 
Prepaid expenses 
Capital assets: 
Land 
Sites and Improvements 
Buildings and Improvements 
Equipment · 
Wotk in progress 

Less accumulated depreciation 

Total assets 

Llabll!tles 

Tab1e1 
Statement of Net Assets 

June 30, 2003 

Accounts payable. and qther current liabilities 
Due to other funds 
CURentloans 
Deferred revenue 
Long-term liebllitles: 
Due within O!le year 
Due _in more than one year 

Total nabilities 

NetAs8ets 
Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

Total net assets 

5 

$8,663,650 
47,744 

1,496,793 

19,004 
11,784 

4,394,935 
1,378,096 

37,570;499 
6,303,535 

35,667 

<6282 060> 

$52 841.§47 

$3,746,511 

3,000,000 
125,117 

1,002,348 
2353g000 

§31408976 

$17,663,324 
2,616,334 

753013 
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Revenue In the Governmental Funds Is divided Info. general revenue, which funds the basic ongoing 
Instructional program and related support services, and program revenue, which flmds specific progr.am 
actlvHles that support the children enrolled In Albanys school!!. 

Tabte2 
Revenue,- Governmental Activities 

General revenue 
Program re.venue & Fees for Servlces 

Total revenue 

~ 

$21,917,387 
6720817 

The primary sources of general revenue are the slate revenue limit and local property tax revenue. The 
primary sources of program revenue 11re the state of California and the federal government which fund 
many programs operated by th.a distrlc~ and fees .collected for meals. 

Table3 
Expenditures - Govemmentel Activities 

Classroom Instruction 
lnstructi(lllal Related Services 
Pupn Services · 
Ge!'leral AdmlnlstratlQn 
Plant Servlc;:es 
Ancillary/Community Seivlces 
Interest on long-term debt 
Other Outgo and Unallocated Oepreclatlan 

Total Expendlb!res 

THE GENERAL l=UND OPERATING BUDGET 

~ 

$17,958,229 
2,951,143 
1,511,767 
1,685,940 
2,208,263 

386,237 
1,684,732 

60,916 

§28447247 

Information about the district's major fund, the General Fund, Ill shown later In this report. This fund ls 
accounted f<)r using the modified ec;:crual basis .of acc:ounU119. The .dlsttic::t's budget Is prepared accprdlng 
to Csllfomla law and ls based on acc;:ountrng for certain ·transactions on a basis of cash receipts, 
disbursements and-encumbrances. 

During the course of the 2002..03 fls~ year, the district revised Its general fund buc!get at Flrat lnterlm, 
second Interim and ThJrd Interim to baHer Jeflect new grants and awards, and to portray the most c1ment 
state and federal budget projections, 115 that Information became available. Most of the rav'islans were 
not slgnlflcant Jn terms of the overall budget with the excepUon of the mid-year cuts that were Imposed by 
the state. Budget reVlsions are presented to the Governing Board for review and approval at regulady 
scheduled Board meetings. 

CAPITAL ASSETS 

At the end of the. 2002..03 fiscal year the district had $48,682,732 In land, bul!dings, site Improvements, 
capital equipment and work In progress. Depreciation totaling $6,282,060 was charged against the value 
of those assets for net capital assets of $42,400,672. 

6 
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Albany Unffied School District found it ne®Ssary to make mapr cuts In fiscal year 2002..os in order to 
meet the. State's requirement of a 1.5% reserve for economic uncertainties. At June 30, 2003, Albany 
Unified exceeded the 1.5% reserve req1.llrement and en~ with an .excess of the Ul!llal ~.0% reserve. 
Each 'year the district takes a very carefUI look at reveooe and expenditure projections on .a mulU-year 
basJs, and adjusts its budget accordingly, to rnalnlain an acca~le and safe reserve Qalaru::e. As the 
preceding Information shows, 8Sll!3tS are substan_tial and the amount of debt paid from general revenues 
ls a very smaU percentage of the overall bUdQel However, ttle financial future Is fuD of .challenges due to 
the district's dependence on the slate o.f CalifomJa for .the bulk If It's general operating revenue. The slate 
of California's economy has left tl:le 2003-04 ~d 2004-05 funding for ed.uailtion In question • 

CONTACTING THE DISTRICrs ANANCIAL MANAGERS 

Thi$ financial report Is designed to pt'O)lide Ollr citizens, taxpayers, Investors, and creditors with a general 
overview of the dlslrlcfs finances and tQ show the dlslriot's accountability !Qr the .money It receives. If YPU , 
·have questions about this report or need additional financial Information, contact t!fargaret Romero, 
Assistant Sllperlntendant of Business Serviees at Albany. Unified School Dlslrii:;t, 9P4 Talllot Avenue, 
Albany, CA 94'706 ore-man to.mromero@albany.k12.ca.us. 
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. I 
EXl:IIBIT A·1 EXHIBITA·2 ,j ALBANY UNIFIED SCHOOL DISTRICT 

.STATEMENTOFNETASSETS ' 

'J 
JUN£!: 30, 2003 

I 
I Net (E:>cr>eMe) 

· 1 Revenue and 

! 
Changes In 

Governmental NetA$Sels 
Activitles 

-:·, ASSETS: Governmental Calh in County Tre#Jry $ 5,589,773 I ActivHies 
CBsh on Hand end In Bsnka 61,877 

l 
Calih fn Revolving Fund 12,000 
Cash with a Flscsl Agsntrr~ 3,000,000 

···1 
$ (13,880,207) 

l111111stments 47,744 (2,457,599) 
ACCQU/lls RIIC8fv11bla 1,498,793 (720,760) 

~1 StOtSS Inventories 19,004 (1,457,543) 
Other Cumint Assets 11,784 

... 1 
(2, 162, 181) 

Capitel Assets: (186,378) 
Lend 4,394,935 (125,343) ·1 Improvement al Si~s 1,378,098 

. ·1 
(1,684,732} 

Sui!d!ngs 37,570,499 r;,,Tl6) 
Equipment 6,303,635 {43,932) 

.-1 
Wade In Progress 35,007 (22,726,430) 
Less Accumulated OeprecfaliDn 

~6.282.g§Q)_ 

I 
(22,726,430) 

Total Assets ~2,641,647 

··1 LIABILITIES: 10,728,SSS 
Acccunts Payable 3,746,611 ~l 9,210,~ 
Defened ~evenuf/8 125,117 271,919 
Culll11ltLoans 3,000,000 1,706,735 "1 NonCUITMl Uebilili9s: 21,917,;387 

.J Due Wllhfn Qna Year 1,002.348 '] (609,043) 
Due In MMI Than One Year 23,535,000 22,041,714 

J 
Tola/ Uabilllf8s :31,408,978 $ 21232,671 

NET ASSETS: J Invested In Cspf/al Assets, Net of Related Debt 17,863.324 

_j 
Restricted For. 

Debt SelVlce 1,651,589 J CapftBI Projacl$ 629,668 
Educationel Programs_ 335,077 

1 Unrestrlctfld 753,01:S 

J J Total Net Assets $ 21.232.671 

J . j 
.I .. l 
.I l 

The accompanying l)Qtas are an Integral part of lhla statement 
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, I EXHIBITA-3 

j j ALBANY UNIFIEO SCHOOL DISTRICT 
EXHISl'T A-4 ALBANY UNI.FIED SCHOOL DISTRICT 

BALANCE SHEET· GOVERNMENTAL FIJNDS 

. J JIJNE: 30, 2003 I RE:CONOIL/A710N OF THE GOVERNMENTALF/JNOS BALANCE SHEET. 
r TO THI: STATEMENT OF NET ASSETS Ii NEY<-

: l BPnd Interest Olher Total .l General &Redemption eovemmental Governmental 
Fund FUnd Funds FJJl1lls 

1 
ASSEFS: 

l Csshfn Coll11tyTreasuiy $ 2,466,708 $ 1,640,330 $ 1,482,737 $ 5,589,n~ 
Totel fund balances. governmental funds balance,sheet $ cash Cl/I ff.and Biid in Benks 21,m 34,600 81,877 3,918,527 

... , Cash rn Revr,/vlng Fund 10,POO 2,000 12,000 
Amounts reported for 11ovemmenta1 ,dlvitles In the stateml!llt of net assets OBBII wifh s FIBCS1 Ag~t!Trustee 3,000.000 3.000.000 l lllvPllfmsnts 7,4'1:T 40;317 47.744 are different bacQuse: 

AccounlS Receivabl& 1,388,098 S,323 127,374 1,498,763 

·1 
Due from Other FUIJ(iS 693,0Q4 569,657 1J62,661 Caplt;d assets used In governmental activities are 11¢ f'ellOrled .In 1he funds, net of ac:cumulated 
Stonill lnven~ 19,004 19,004 ·1 ~ation 42,400,672 
Prepsld expenditures 2,374 2,374 

Total Assets. $ 7.672.884 $ 1646.653 $ 2.27.6.689 $ 11.494.228 Unamortlled cos!!: Jn governmental funds, debt Issue costs are recognlzed as expenditures In the· 
pel'lod they are lncuJTed. In the 90\l'emment·wfde statements, debt Issue costs are amortized Oller 

LIASJUTIESANI> FUH.D BA!,.ANCE: . ·1 the life of the debt. Unamortized debt Issue costs Included In the prepaid expense on the lllatement 
Uebffllles: of net assets are 9,410 

Ac,:ounm P1iyabfe $ 3,030,548 $ $ 1(;7,373 $ 3,187,921 
Due to other Funds 450,892 811,769 1,262.661 

""l 
Unmatured Interest on tcng,teon debt In govemmerital funcls. lnl\lrest on long.term debt ls not 

Cummt L.oans 3,000,000 3,000,000 recogntied unUI the period In which lt matures and Is paid. In government-wide statement of 
Dllfen'Jld Rev.,-,ue 107,21.0 17.907 125,117 acl!Vlll2s, It ls recognized In the period that It ls Incurred. The additional Uablllty for unm1;1tured 

··1 Total Uabllltll!S 6,688,650 887,0411 7,675,699. In~ awing at the end of the period was (658,690} 

Flllld Balance:. ···1 Long-term llab!Dtles: In governmental funds, orily llUmllll. Uabfllties are rep!llted. In ihe statement of 
Res&Ned Fund Selances: net assets, .all llablllttes, lm:!Udlng lolll!-term Uablhlfvs, are reported. Long-tenn llabllllles relal!ng to 

Resent9 for Revolvfng Cash 10,000 2,000 12,000 governmental act!Vllles Cllnsfstecl of !24,637,348! 
Reaerve tbr ~ lnvenlmies 19.004 19,004 .J Resarw forPrepsld Items 2,373 2,373 Net 8SSGIS of gJ)11l11111!1811 ·ec!Mlles • statement of net aS!le!s $ 21.23g.671 
Reserve for~ Reslticted Balancs 313,662 313,562 

Oeslgnated Fund Batan.ces: 
Designal~ far E.WIIOITllc Unce,talnt(es 331,951 331,951 j Unre5erved 328,348 1,!145,653 1,972,001 

Unreserve.d, reported In nonmaJcr. 
Speda/ Revenue FJJnds 448,510 446,510 

. .J 
The ecwmpanylng notes. are 11(1 lntegral _part of this statement 

D11bt Sel'Vkifl runds 5,938 5,936 
Capital Ptojects Funds 815,190 815,190 

Total FUl)d Balance 684,234 1,645,653 1,288,640 3,918,527 

Total Uabllltles and Flmd Balances $ 7,57g,884 $ 1,645653 .$ 2,275,889 $ 11,494.228 . I 
I 

..J 

The accompanying noteir .are II'! Integral part of this statllment 
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· 1 
EXHIBIT A.fl 

ALBANY UNIFIED SCHOOL DISTRICT I EXHIBIT A-6 
STATEMENT OF REVENUES. E:XPENDITURES, AND CHANGES ALBANY UNIFIED SCHOOL DISTRICT 

· 1 IN FUND 8AIANCES • GOVERNMSNTALFUNDS RECONCIUATION OF THE STATE:MENT OF REVENµES, EXPENDITURES, 
FOR THE YEAR ENDED JUNE 3o, 2003 " l AND CHANGES IN FUNO BALANCES OF GOVERNMENTAL FUNDS 

I TO THE STATEMENTOFACTIVITIES 
FORTHEYEARENDEOJUNE3~2003 

l Bc!nd Interest Ottier Total 
· 1 General & Redemption Go~ntal Governmental 

Fund Fund FU!lds Fund$ Netchange.Jn fund balanc:IIS • total governmental funds s 95,092 

l Revenues: 
Revenue Limit Soun:es: . , AJnount5 reporuld for govemmental acllvlUes In tile 6latement of actlvlHas 

Stal!> Appo,tfonments s 1,s1s,m s s 420.946 $ 8,236,323 ere d1fferent because: 

·1 Local &wron 7,091,863 7,091,863 
FedffEI/ Revenue 705,a,te 196,631 SDt,877 

-·1 
Cllpltef Outlay: In govemmental funds, thll cost of capltal IIS$els are reported as ~ In tbe 

Olher State Rov1111ue 2,234,229 34,712 937,614 3,206,655 period when the assets ere aoqUlred. In the statement of ectlvllles, co.ala of capltel assets 11111 allocated 
other Local Revenue 4,625,059 2,032,052 1,511,330 8,228,441 over their estimated useflll I~ as clepreclal!on ~- The difference between capl!at outtay 

· 1 T.otal Revenues 22,471,874 21066,764 3,126.421 27,eei;,059 expendltu!8s end depreelaHon expense for the period ls: 

.. l Expenditures for capital ouUay 55,088 
Expenditures: Depreciation ~nse (1,488,649) 

fnstruc:llon 15,139,687 1,etl7,164 17.006,651 Net (1,363,@1} 

·1 lnslnJctfOII • Related Services 2,296,026 415,061 2,711,107 
Pupll Servlr;{Ji; 740,117 724,513 1,-464,630 ·1 Debt servk:e: In gavernmenlal tiJnds. repaymenta of long-term debt are repolted as e,cpendftures. In 
Affcf//aJy ServfCD 102,611 102,51'.I the government-wide statemonts, repayments of.lcng-teml debt.are reported es redllclkms of 

. I 
Community ServJcei; 114,412 16,710 131,122 1/a~es. Expenditures for repayment of the principal portion of long-term debt were 1,ll36,016 
General Administration 1,555,190 127,816 1,883,006 
Plent Setvfces 2,026,947 245,206 2,272,163 . l unmatul9d Interest on long·tenn debt In governmental fun de, Interest on long.term debt Is recognlzed 
Other'OUlgO 16,984 16,984 In the period that It beCOrnes due. In 11!11 govemmenlal-\'nde atatement of act1Yi11es, it Is recogt1Jiecl ln 

:·1 
Debt Service: the period that It Is Incurred. Unmatured Interest owing at the end of the period, .less mlllured lntere$t 
• Ptinoipal 880,000 58,016 1,1138,016 ... I paid during the period but owing from the prior perlad was !558,590! 
. fnt8lllst 1,137,390 6,197 1,143,587 

To!al~itul'lll! 21.1181,874 2,117,390 3,460,703 27.669:ooi Change In net assets of governmenlal aciivtli8$: $ 809,043 

''J Exces.s .(Deficiency) of Revenues '] .. 
OVer (Under) Expenditures 480,000 (50,826! !334~) Sli,092. 

I Olller F!.nanc!ng_ Sources {Uses): 

J ·-' Operating Tnmsfel;I In 331,900 331,900 Toe accompanying IIDle$ ere an Integral part of this statement 
Operating Tnwfera Out (138,176} (193.725) (331,900) 

J Net Chenge In Fund Bafam:e 341.825 (fi(),626) (186,107) 95.092 . I 
.Fund Balance, July1 642,409 1,5.96,279 1,484,747 3.823,435 .J 

J Fund Balance, June 30 s 964,234 $ ~,845,653 $ 1J88!MQ s 3,916,527 

J 
I 

... l .1 

.I l 
. I 

The accompanyln~ notes are an rntegral pa,t of this statement 
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ALBANY UNIFIED SCHOOL DISTRICT 
STATEMf;NT OF FIOUCJARY NcT ASSETS 
FIDUCIARY FUNDS 
JUNE 30, 2003 

, ·1 ASSl:TS: 
Cll6h Oii H811rl anrl in B1111ks 
Cash wllh a Fiscsf Agentlrt!Js!ee 

"'I UA;::b. 
OUB lo student Groups 

-·i w:::~es 
· 1 

1 
J 

l 
_J 

_J 

_j 

..J 

. j 

Held in Trust 
Total Net Assets 

·The acc:ompanylng notes are an integral part of thls ststement 

Priwte-Purpose 
Trust. 
Fund 

ema c. Seeger 
SCholmsh!p 

Trust 

$ 

$ . 22,889 

''==~22~8S~9 

15 

$ 

$ 

$ 

EXHISIT~7 

Agency. 
Fund 

student 
Body 
Fund 

23Z357 
232.ffl 

2S2,357 
232,357 

l 
· 1 

· 1 
l 

·· 1 

.l 
·1 
:·1 

·1 

~l 
'. J 

_J 

_J 

:.J 

J 
. i 
j 

• J 

i 
. I 
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ALBANY UNIFIED SCHOOL DISTRICT 
STATEMENT OF CHANGES JN FIDUOIARYNET ASSETS 
FIDUCIARY FUNDS 
YEAR ENDED.JUNE 30, 2003 

Addltlll!IS: 
Investment Income 

Total Additions 

Decluettona: 
Scho!arshlp Awards 

Total Deductions 

Change In Net Assets 

NetAssets-Bsglnnlng of the Year 
Net Asset&-Enil or the Year 

The accompanying note$ are an Integral part of this statement.. 

EXHIBIT A-8 

Pllvate-
Purpose 
TM1s 

$ 901 
001 

1,500 
1,500 

(699) 

23,488 
$ 22.889 

' 
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I ALBANY UNIFIED SCHOOL DISTRICT 

NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

I A Suromacv ot Slgolflcant ACAOJ 1ottng Poif¢1es 

--1 

J 

j 
, j 

J 

l 
. J 

Albany IJnlfled School .Ol&1rklt (District) accounts for its financial transactions In accordance with the polldes and 
procedures of the Department of Education'3 "Cslifoi:nfa School A=unting Manuar. The accounting policies of the 
Dfstrl!:t ~ to accounting plinclples generally eccep1B<f In the United State$ -of America (lilAAP) as presi;tlbed IJy 
the Govemmental AccQuntJo.g Standards Board . (GASB) and the American Institute of CertfflSII · PubUc Accountants 
(AICPA). 

For the fiscal period ended June 30, 2003, the Dls1rlct lmptemented the .new reporting requirements of GASB 
Slatem!!m Nos, 3$ and 34. As a result. an. en1irely new l!nandal reporting model has been (!nplemented. 

1. BftpnrtlDSI EolHV 

The Dlsb'k:t's combined l!nanc!al statements Include the accounts of all Its operations, The Dlslr!ct evaluated 
Whether any other entity 6hould be Included In thesEI financial statements. The criteria for ·1nctudlng 
organlzallon$ as tomponent uni!S within the Dlsbicl's reporting entity, as set forth tn GASB Statement No. 14, 
"The l'lnanctal Repol'llng t:nffly," Include whether. 

- 1he Ql'glll1lxatfon la legally separate (oan sue and be sued In ltS name) 
• the District holds the l:Ol'J)Orate powers 9f the organization 
•. the DlstJlcl appoints a voling maJonty of the organization's board 
- the Dlalricl Is able to Impose fts'N!U on the organization 
- the organization has the potenlial to Impose a finandal benefit/buulen on the Dlslrlct 
• theRI Is fiscal d~pendency by the organization on the Ols1rn;t 

Based on these (;!lterla, the Dlsfrk:t has no component u.nlts. Additionally, the. Dlsli1ct Is not a component unit of 
-any o!hen:eJ)OrUng entity as d!lflned by the GASB Statement. 

2. Re5Is of Prruwotanoo BasI5 o1 Aw, rntfng 

a. Basls of PreBenfaUoa 

Government-wide Statements: The statemerrt Df net assets and the .tatsment of aclMtlas rnclllde the 
flnanelal eclfv1tles .of the overan government. eia:ept for ficluclary aciMl!es. Ellmlnatlons have been made 
ID mlnlmlte the 9ouble-countlng pf Internal activltles. Governmental acllvlOes _genetelly are flnenced 
through taxas. Intergovernmental revenues, and other nonexchan.9e jransactlons. 

The atatemant of actMtles pres.ents a comparison between dlred expenses and pllJ9ram revenues for each 
funcilon pf the Dls!rlcl's governmental a~ Dlr.ect expenses are th~a that ;ire speclffcally ;msoclated 
with a program or function en<!, therefore, al'll clearly ldenU!iable to a particular funcllon. The Dlstmt does 
not altoca@ lndlrect expenses In the statement of actMtles. Program revenues lnclude {a) fees, lines, and 
charges paid by the recipients of goods or seNlces offered by the programs and (b) grants and contnbutions 
that are reslrlcted ID meeting the operal!onal or capital requlremenli .of a piut!cular prog~. Revenues 
that ers not da$$11ied as program revenues, lncludlng all taxes. are f)resented as general revenues. 

Fund Financial Statements: The fund financial atatements provide Jnforma11on about the District's funds. 
with ·separate etateroants presented for each fund category. The emphasis of fund financial s!atements Is on 
major {IOVemmenlaJ funds, each displayed In a separate column. All remalnlng gavemmental funds are 
aggregated and reported as nonmajor funds. 
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ALBANY UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDE:D JUNE 30, 2003 

TI,e,Dlatr!et reports the followfn.9 major govamm11ntel funds: 

General Fund. This Is the Olstrlcl'a primary opei:atlng fund. It acco11nts for au llnanclal resour~ of the 
District except those.required to be acc:ounted for In another rum!. 

BQlld Interest and Redemption Fund. This fund Is 11.!ed to 8()(:0unt for the accumulation or resources for 
and thtl payment of general long-term dallt principal, lnterellt and relate<l.c::osts. 

In addition, the Dlstnct repor:1s th11 follow!ng fund types: 

Spllclal Revenue Funds. These funds are used to account for the praceads or spes:lllc revenue sources that 
are legally reetrlcted to expenditures for specific purposes. 

Debt·Bervlce Funds. The6e .fUnd$ account for the 11CC11mutet1o11 of resDUl)leS for, Md the paymli!llt of peneral 
lor\9-t81111 debt pnnclpal, Interest, and related costs. 

Cepi!al ProJecls Funds. ThSS11 funds are used to sccount for the acquisition and/or constructlOn of all 
major gov.emmental cepllal assets. 

Private-Purpose Truet Funds: These funds llrB used to report trwit .arrangements under which principal end 
Income benefit Individuals, private org~ns. or other governments mil ll!ported In other fiduciary fu.nd types. 

Apency Fund.s: These funds are IISlld to report student actMty funds ~ other resources held In. a purely CU$todlal 
cepadly (ass¢s equal llablllttes). Agency funds typJcally Involve only ·the receipt. temporary lnvesJment. and 
remillarn::e of fiduclSIY resoUl'CB!I to lodMduals, prlvate organizations, or other governments. 

.Fldudary funds are reported In the fiduciary fUnd ~nanclal iltatements. However, because their assets are held In 
e trustee or agent capeclty and are therefore not available to support Dlslrlct pl'Ogl'IIJTls, these funos are not 
Included In the government-wide statements. 

l\ Meamu:emmrt Fora1s Bawa of "g;ountrng 

Government-wide and Fiduciary FUnd Financial Sta!ements: These. financial statements are reported lffllng 
the economic reso.urces measurement focus. They are reported using the accl1Jal ~s of accounting. 
Reven~ are reporded when earned and expenses ere recordad at the Ume Uabllltles are Incurred, 
regardless of when the related cash 1!0Wll telca plate. Nonexdlange lrar\SBQtlotls, In which 1he District gives 
(or receives) wlue wHhout dlreclly receiving (or gMng) equal value In exehange. Include property taxes, 
grants, entitlements, ;md donatiol)S. On an accrual basis, revenue ftom property taxes Is recognked In the 
fiscal year tor which thll taxes are levied. Revenue from grants, entitlements, and donations .Is nicognizecl 
In the~I year In whlctu1Jl·ellglblltty ~ulre!J)ents have been ~llsfied. 

GcrJemmentaJ Fund FlMnclal Statements: Governml!n1el funds are ieported wing the current ftnanclal 
reso.urces measurement focus and the .madlfled accrual basis of atcOUnllng. Under this method, revenues 
are recagnlzed When measurable and avallable. The Dlslrlc:t. does not consider mvenuee collected al\er Its 
y11ar-end to be .available ln the current period. Revenues from lo<:al 1111urous comlllt primarily of property 
iexes. ProwrtY !!Ix mvenues and revenu.es received from the State are recognized under the 
s=pllbfe.to-accrual concept M1$Cellaneous .revenues are reCPf'ded as revenue when rei;elved In cash 
becaUse !hay are generany not measurable until actually r!!C!llved. lnveslment &amlngs are recorded as 
a.amed. since they ere bath ml!aSUrable end avallabfe. Expenditures .are recorde<! when the related fund 
liabil'dy Is Incurred, except for prlllc!pal and Interest on penaral long·term debt, clalms and 'judgments. $nd 
compensated abSl!llces. whlcl:I are recognized as expendi!Ures to the extent they have matured. General 
capllal asset acqulsllloos ere reported es expenditures In govemmenlal funds, Proceeds. of general 
long-term de_bt.and lllXIUlliltlons under capital leases ans reported es other financing sources. 

When the District Incurs 1111 expendltute or expense for which both l'S6trlcted and unrestrn;ted resources may 
be used, It Is the Olslllct's polley to use restricted resources ffnit. then unrestricted resources. 
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Encumbrance Sl:Q'Junllng rs used )n an budgeted ·funds to resesve ~ of &Jlllrrcable BJ3p11,~lkms for which 
commUments have been mada. Encumbrances al'!I· leCO!ded for purchalje l)llfen;, canlrads. and o!her 
comml!menls when lhey aie written. Encumbrances are fiquldaled wheo Ille comm!fments are paid. All 
encumbiances are liqu!dalell as of June 30. 

4. ,w;em I JablIWes end Eouibc 

cash balances held In banks end In revolvi!lg funds are lnWred to $100,000 by lhe Federer Depo$ltoly 
Insurance Corporation. All cash held by the finandal lnstltutlonsfs fully ltmli:ed or collaterarized. 

In accordanee with Educat!Qn Code Section 41001, the Olslrlct maintains 6UbslanllaHy .au Its cash In the 
Alameda County treasury. The counr.y pools these fundl; with those of :other dlalricls In the counlY and 
Invests the cash. These pooled funds are car:rfed at cost, whlch approximate$ .maJ1<et value. lnle~t earned 
rs deposited quarterly Into parliclpatrng funds, except rar tbe Tax Override Funds, In vmlch lnll!rest earned 
ls c;redlted to thll general fulld. Ar.y Investment IOSs&s are pro()Oltionatery sha!tld by au funds In Iha pool. 

The. county Is authorized to deposit cash and Invest. excess funds by California Government COde Se<:llo!l 
53648 et seq. The funds malntafned by the county are el!ber secured by feder.ll depos!fo1¥ Insurance or are 
collaterallted. 

fnfonnallon regarding the smDUnt or dolfara Invested In !ler!'l,ltiVes With Alameda County Treasury was not 
$Wllab\e. 

b. Stores Inventories and Prepafd FxPenditucn 

·lovent,;,r!es an, recorded using the purchases method In that the cost Is recorded as an expencf'Iture at the 
time lndlvklual Inventory rtems are purchased. Inventories are valued at B1161'a9e cost and CO!)slst or 
expendabl11 8upplles held for co~pllon. Reported fnventorle'S are .equally offset by a fund balance 
reserve, Whlcll lndlcatn that thes11 amounts are not ffavallable for epproprJat!Oll llnd expenditure' even 
though they ar.a a component of net CUll'.enl essel$. Inventories of the General Fund are Jmmalerfal and 
have been omitted from thes11 statements. 

The 01sb1ct f1aS the opt!on of reporting an expendltu[e Jn governmental fundli for prepaid lteffll> either when 
purchased or during the benefillllg period. The Olsbfct has chosen to report the expenditure When lncumld. 

c. Capita\~" 

'Pllldlased or ~ caf)ltal assets are reported at cost or eSllmated hlstorlQal QOSt.. Oonated fixed asselll 
.are recordlld at their estimated fair value at the elate or the dooaUon. lhe cost of nonnal maln!enanee and repairs 
that do not acid to the value of the ·asset or materially extend assets' lives '2111 not capllB!l%ed. A capltalizaUon 
l!lreshald of $5,00Q!s used. 
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ALBANY UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMeNTS 
YEAR ENDED JUNE 30, 2003 

d. 

Capltshi•ts in being depreciated uslng the 6tralght-llnam!lthod overt11efollatilng estlmateduseful.llves: 

As!e!Clm 

lnfi"astrul:IUre 
Bul~ngs 
Building l~provements 
V11hlcles 
Ollica Equipment 
Computer Equipment 

Estimated 
US!!rutUYes 

30 
60 
20 

2-16 
3-15 
S-15 

The Olslrict bellav0$ that sufficient cletall of receivable end payable ~ ~ provided In the liR9!:l(:lal 
Slatetnents to avaJd the obscullng or stgnlllcant components by agg~alioo. ~f91'e, no ~asure ls provided 
Which .disaggregates those balanC!lS. 

There are no slgnllii:ant receJval>les which a~ not scheduled for colleetkm Vllthln one year of~ encl. 

e. Compeoyteg Ah&ftDCAA. 

AccumuJatecl llllPald employee vacatiOn benefits are recognized -as liab!ljt!e$ of lh!l District. The en!!re 
portion or th!! Heblltles are recog_nlzed In the general fund at ~ar encl. 

Accumulated sk:k leave benefits are not recognized as llabllitles of 1he Dlslr!ct. The D!Bll!cl's pollcy. ls to 
reeord ISlck leave as an operatfns expense In the perfcd taklln slnce such benefits do no.t vest nor Is payment 
proba!:lle; however, unused sick leave Is added to the credlteble l>enilce wried rot ~;iuon of retlrement 
benefits When the employee retlre6. 

r. .PefOJTftd BflYenue 

Cll$h ~ed for fedllrel and state. spedal proJects and prograrrw Is r~ as revenue to tlJe extent that 
qualified expendllWes t111v~ been Incurred. Deferred revenue Is reccided lo the exla!)t ~ rec:elved on 11peclfic 
plllJecls and p!l)Ql8IJIS exceeds qualllled !lXp811ditures, 

g. JOlllrf0nd fM;IM\Y 

lntmfund activi\y results li'!lm loans, services provided, relmbUrsements or irlmmls b!ltween funds, Loans pre 
reported as Jnterlund:mcelvables and payables as BflllrDf)llate and are sub]ect to elimination upgn consolldalfon, 
Serilce6 pmv:lded, deemed to be at 111811\et or near market rates, llrll nab!d ils r.evenUila and .expenditures or 
eicpenses. ReJmburaements occur When one fund ilcurs a cost. charges the approp!late. benentlng fllnd and 
iec111c:es Its related_(X)St as a reimbursement. All other lnlerfund tranaacllcns are treated as transfers..~ In 
and transfers Out are netted and presentei:I as a alngle ''Transfers" fine .on .the .govemment-wldlt Slatement or 
actrvlt!Eis. SlmUsJly, lnterft!nd .recelvsbles and payables are .netted and ~ as a single "lnte!IIS! Balances" 
·lfne of the gcwemment-wlde Sfal!)ment or net assets. 

h. Prgperty Toxu 

SecUmd property taxes attaeh as an enforceable lien on property as .of Man:11 1. Taxes ere payilble In lwo 
Installments on November 15 and March 15. Unsecured property taxes are payable .In Qll8 lnatallment on or 
before AUgust31. The counr.y or ~eda b!Us and colle<:ts the taxes for .tbe Dlsltlct. 
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ALBANY UNIFIED SCHOOL DlSTRJCT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

Erlod Balemce Beynnu, and Dnslgnntlnns 

Resetvallor!s ,:,f U,e ending flmd bekll1ce lndlcate !he partiom of fund balance not eppraprlabl!lt for expendllure 
or emOIJIIIS legally 8B!Jr8galed for a spec:IHc Mure ase. The reserve for revolving flJIKI and reserve for &tores 
Inventory reflect the. portions of fund balanee repre$Bllted by revoMng fund cash 11nd etores fnventoly, 
res~~aly. The$8 81l1ounts ere not av;:illable for approprlellon and expendl!ure at the balance $beet dato. 

Oeslgnallons of the ending fund balance Indicate tentative _plans far financial resoUfCII l.llllfillllon In a Mure 
period. 

~ use Qf l=AJ!mates 

TIMI pieparatlon of financial statements In conformity with GMP requires Iha use of management's estimates. 
Al:lUal results cauld differ !'rom those estimates. 

1. Finance-Related Legal and COntra(;lual Provisions 

In accordance with GASB statement No. 38, "Certain Flnantlal statement Note Olsclosures," vlolallons o~ finance
related legal and contractual provlslons, If any, are reported below, along with actions takeo to acldress-suc:h vlolallans: 

Aqt!gn Iakeo 
Not epp!lcab!e 

2. Deficit Fund Balance or Fund Net Assel8 ~f tndMdUel Fun<la 

Follawlng are funds \laYlng !leffclt fund balances or fund net assets at year end, If any, along with remarklrwhldl !lddress 
suchd9flclt1;; 

Deflclt 
Amount 

$ . 80.121 

As of June~. 2003, expel'ltlitureS exc:eeded appfl!prlallons In lnd'IVldual funds as follows: 

. Appropriations category 

General Fund: 
Pupll services 
Ancillary services 
Community.services 
General admtn!strallon 
Plant ~Mee$ 

21 

$ 101,154 
102,511 
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ALBANY UNIFIED SCHOOL DISTRICT 
NOTES TO THI: FINANCIAL STATEME:NTS 
YE:AR IENDED JUNE 30, 2003 

o. Qaab and tove'Sbneote 

Oeah rn r.nunty Ima:n«Y: 

In eCCOl'dane!l with Edl.lcallon Code Section 41001, !he. Dlstrlct maintains aubS!snlially au ~f ll!I cash In the Alameda 
COunty Traasuty as part: of the llOmmon tivestment pool ($5,569,773 as of June 30, 2003), ihe fair vawe of the 
Dletrlcl'a portion of thl5 pool es of that dete, es provided by the Pl)Ol spansor, was Sli,689,773. Assumpllon& mads In 
determlnllll! the fair value of the J)OOled Investment portfolios .are avalable from the County 'l'reaaurer. The county Is 
restri<:ted by Government Code Sectlcn 53635 pun;uant ta Secllan 53S01 to Invest In time depostts, U.S. g=ment 
securllles, state ~ered warrants, notes or bonds, State Treasurefs tnvestme11t pool, barikera' acceptsnces. 
llDrnrnerclal paper, negotiable cert!ffcates of dsposit, and repurchase or re~rse repurchase agreernenJs. 

Cash on Hand Io Banks and fn BeYQMDg fund 

Cesh belances on hand and In banl<S ($294,234 es of June 30, 2003) and In the ll!Vo!vlng fund ($12,000) are lllsured 
up to $100.000 by the Federal Depo$1toiy 111S\1f81\ce Carparatlon. All ca$h held by the ffnanclal ~n Is llllly 
Insured or collaleral'ized. 

tnve&1ments 

The Olstrlct'e ti;vestmenls are c:ateggrized to give an lndlcallon of the level of risk assumed by the Dlstrlct at year.end. 
These cllSlO!llal risk categories ere es fo!IOW1S: 

Category 1 • 

Category2 • 

ln~ents Ulatare Insured, registered or held by the Plstriet or by Its.agent ln the Olstrlcl's name. 

lnvem,ents that are unlnsumd end unregistered held by the caunterpady's lnl$I department or BQent In 
· the Dlslricl's name. 

Unlnsul"!l(I and anreglstered Investments held by Iha counterparty, Its trust department or !Ill agent, but 
not In the Olslrlct's name • 

The Dtslricl's tnvestrnents at June 30. 2003 are. shawn below. Those lnvestmenls Wllkh ere evidenced by securities 
that exist In 1)hy!;lcal or book enlly form are c:ategorized by the cuslodlal risk~ de.scribed above. 

llrlUtmeDt 
Guaranlee!:I Investment llDntracts $ 
LAIF 
GNMAgovemment seam'tfes 

$ 

Category Reported 
2 3 Amount 

3,000,000 $ $ 3,000,000 $ 
47,744 47,744 
3,638 3,638 

Merrill '-'"ch cash 
Total Investments 

19,261 19,261 
'=====s·--,,.s."'01"'0,"'e"'a""3 s s 3.010.633 , 

Investment Ara»1ntiog Pn1k¥ 

Falr 
Value 
3,000,000 

47,744 
3,638 

19,261 
3,07.0.633 

The Olstrlct Is required by GASS Statement No. 31 to dlsclcse II& policy for delennlnTng which Investments, If any, .are 
reported at amortile<I cost. The Dlslr!ct's general pgllcy Is to report money market loVestments and shost-tenn 
participating Interest-earning Investment contracts at amortized cost and to report nonpart!clpa1illg lntel'est-eamfng 
Investment contracls using a cost-based measure. However, If the ·!'air value of an Investment ts significantly .effected 
liy the lmpalnnent of the c:redlt standing of U,e Issuer or by other factors, !t Is IE!ported at fair value. All otlter 
Investments are reported al fair value unless a legal contract exists whk:h guarantee$ a higher value. The term 
"short-term" rerers to t~estments wh~ have a remaining term of one year or less at time of purchase. The term 
"nonpar1k;lpallng'' means 1hat the mvestmanfs value does not vary wtth market Interest rate changes. Nonnegotiable 
certlf!cates of deposit !lrB examples of nonpartldpaUng Interest-earning lnvesJmen! <:Onlrllcts. 
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ALBANY UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STA.TEMENTS 
YEAR ENDED. JUNE 30. 2003 

The Dlsbiel'$ lnvestmenls In extemat Investment pools are reported at an amount determined by the 1alr vatu.e per 
share of the poof& undedylng potlfollo, u~ the pool ,s 287-llke, In wlllch ~e they are reported at there value. A 
2El7·11ke pool 1$ one Whidl ts not registered with !he Securities and Exchange Commission ("SEC") as an Investment 
campaflY, but nevertheless hJ!s a poUcy 1hat lt will, and does, o~ In a manner ~nslstent with the SEC's Rule. 2a7 
of the Investment Compaey Act.of 1940. 

E. QanJlal A"'i!M 

Cspltal SSS!lt activity for the ~ ended . June 30, 2003, was as follows: 

Grocemmeomf actMUM· 
Caplwl assets not being depreciated: 
Land 
Work In progress 
Total capital assets. not being deprecated 

C8pltaJ assets being depf!lclated: 
lmprowments 
Buildings 
Equipment 
Total capital assets being dep.radated 

Less accum~ted depretjaUon for. 
lmJ)l'tMll1)elllll 
euudlnos 
Equipment 

Total accumulated depreclal!on 
Total capital assets being depreciated, net 

Governmental actr,,llles capital assets, net 

Depredation was charged to functlons :as foJowa: 

Jnslrucllcn 
lnstrucl!on-Related Services 
Pupil Services 
Anc:111.ary 8ervlces 
Comm!Jlllty 5ecvlces 
General Aclmlnlstratlon 
Plant Serw:es 
Unallocated 

$ 

$ 

$ 

$ 

Beginning 
Balances 

4,394,935 $ 

4,394,935 

1,378,096 
37,556,491 
6,29&,122 

44.232,'l'09 

(268,562) 
(4,051,3111) 

(523,530) 
(4,843,411) 
89,369,298 
43784.233 $ 

951,379 
240,036 
47,156 

142,386 
10,219 
2.934 

607 
.43,932 

1,438,649 
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lncraases 

$ 
35,667 
35:ffl 

14,008 
5,413 

'l9,421 

(61,253) 
(1, 'l07,490) 

~.ilD6) 
!1,488,649) 
(1,419,228l 
(1,383.561}$ 

Em:flng 
Batences 

$ 4,394,93& 
35,B&7 

4,430,602 

1,$78,096-
37,lu0,499 
6,303,635 

44,2.52, 130 
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ALBANY UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINA/JC/At. STATEMENTS 
YEAR ENDED JUNE 30, 2003. 

F~ lot:mflmd E1:rJJanr.m and AciYVfM 

G. 

1. Due To and From Otlll!r Funds 

Elala!lces due to and due from Dlher fuods m June 30~ 2003, conatsted of the fo!lawlnll: 

Due To Fund 

Adult Educetlon Fund 
Chlkl Development Fund 
Cafeteria Fund 
Deferred Maintenance Fund 
Building Fund 
ElulldlngFund 
CapltalFedl1tlesFIJt1(! 
Capital Faclll!las Fund 
General Fund 
General Fund 
General Fund 

Due From Fund 

General Fund 
Generaf.Fund 
General F.und 
General Fund 
Genetal Fund 
Bulldlng Fund 
Slate School Bullcllng Fund 
Bulld1ngFund 
BulldlngFund 
Adult Educal!on Fund 
Child OEtVelcpment Fund_ 

Total 

$ 

$ 

Amount 

24,344 
2,264 

148,200 
138,439 
142,655 
99,023 
12,207 

1.535 
25,847 
96,039 

571,118 
1,262.661 

All amounts due are ~eduled to be repaid wtthln one year. 

2. Transfers To end From Olller Funds. 

Transfers to and from other runcis at June ac,, 2003, coru.lmd of the foll owing: 

Tral!sfer& Fl'!)lll Transfer& To Amount 

General Fund Cafeteria Fund $ 138,175 
Building Fund Deferred Malntellance Fund 193,725 

Total $ 331,900 

Sb'2d:-Ierm Qebl 6~ 

The Dlslrk:t accounts for short-term debts for maintenance purposes through the General. Fund. ~ p(DClleds from 
roans al'!i shown In 1he. Hn.anclal &1a1ements as Qther Retourc.es. 

Beglnnlng Endlag 

~ 
Balance Issued Redeemecj .Balan\?!! 

Tax revenue entlclpalfon notes $ 2,500,000 $ 8,00Q,000 $ 2,500,000 $ 3,000,000 
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ALBANY UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE SO. 2QOS 

H. L-®ll-Ierm QblfgaflQns 

1. Long. Term Obllgatlon Aclivlty 

Long.term obligations Include debt and other long-terin Uabllllles. Changes ln long-tei:m obi!gaUQnS f<;Jr the period ended 

2. 

a 

June 30, 2003, 111e as follows: · 

Beglnnlog 
Balance Increases Decreases 

Gacnmtmtal amlY.lllu 
General obllgatlon bon!:ls $ 25,295,000 $ $ 980,000 $ 
Qapltal, leSS!1$ 119,501 58,016 
Early retnmant plans 112.781 :118,500 70,418 
Total govemmental actMlles $ 25,527282 $ 118,500 $ 1,10!,484 $ 

* Other long.term Dabllltles 
The l'unde typlc;ally use!! to fiquldate other-long-term llabHlties In the past are as foUows: 

Usblllty 
Compensated~ 

Debt Service Requirements 

AcfMty TYpe Fund 
Govemmenllll ..;G""e""ne;-rel.,._--

Debt service requlremlllltS on long-teem debt et June 30, ~. ar.e as follows: 

Yoar Eodlng ,,me 30 
2004 
2005 
2006 
2007 
2008 
2IJ09.2013 
2014-2018 
2019-2023 
2024-2m 
Totals. 

capital Leases 

$ 

$ 

Plindpal 
1,002,348 $ 

927,500 
972,600 

1,017,500 
1,0SZ500 
5,910,000 
7,4l!5,00D 
6,215,000 
1,015,000 

2A,537,348 $ 

Interest 
1,102,577 $ 
1,061,370 
1,025,024 

990,003 
951,864 

4,070,531 
2,575,025 

869,018 
85,663 

12,731,075 $ 

Total 
2,104,925 
1,988,870 
1,997,52A 
2,007,503 
2,004,364 
9,980,631 

10,000,025 
6,084,015 
1,100,663 

.'o/ ,268.423 

Amounts 
l:n(llo!J OueWl!hln 
Bslanc:e OneY~ 

2A,315,000 P7(1,000 
61,""5 61,485 

160,ae3 70,863 
24,i'i37,348 .$ 1,002,348 

Commitments under c:apl!al!zed lease agreements farfaciliUes and equlpme!lt provide for minimum ruture lease payments 
es of June 30, 2003, as follows; · 

Yew Ending June 39: 
2004 
Less Amount Representing Interest 
Net PresentV.alue of Minimum Lease Payments 

$ 64.213 
(2,728) 

$.==ia;.6,:;1.4:==85 
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ALBANY UNlr=IED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE SO, 2003 

J. 

Joint Yentums C taint Powem Agreements) 

TheOlslrict participates In two joint power-s egreernent, (JP.A) entltles, thoAJamedaCounty6chools 
IIISW'BIIC!l Group, end the Schools e«:ellS Uablity Fund publlc risk pool. The relationship between 1hll Dl!tilcl 
and the JP Na are lluch lhat the JPA's are not II component Ulllt of the District. 

The JPA's arranges far and provides for various types cfln$urances rorlts memberdlslriCIS as requested. The 
JPA's ar~ governed by a board ccMlsllng of a representative from each _member district. The boar!! conlrols 
tha operal!ons of the JPA's. lncludlng seledlon of mansgement snd approval of .()f)!lrallng budgets, Independent 
of any lnfluen~.by the member dlsbicts beyoraUhelr represenlallon on the board. Each membflr dlslrict pays 
a premium commensurate with the.level of covarage requested and shares surpluses and dellcits proportlonet• 
to their partlclpatlan 1n the JPA's. 

Combln$d condensed audtted financ!al lnfanna!lan or the JPA's far the year ended June 20, 2002 ls as folioWS: 

Total Assets 
Total Ual>lllOes 
Total Retained .Eamlngs 

Tolll!Revenues 
Tatel Expenses· 
Net loss 

Froplppe Retirement SVmerns 

S 19,824,274 
14,65!1,688 
5,267,586 

52,476,475 
63,809,307 
1,333,832 

QuaBfied employees are .covar.ed under mufllple-employer defined benefit pension plans maintained by agencies of lf1e 
State of Celifamla. Ce,rtificated employees .ere members of the Slate Teacher:&' Retirement System (STRS), and danllied 
em~loyees are members of the Publlc Employees' Re!lrement System (PERS). 

PERS: 

Plan PesOOpflQn 

The Olstrlct contributes to the .Schoel Employer .Pool under the canfomla PIIJ:Jllc Empk,yee6' Retirllm!!l1t System 
(CalPERS), a cast-sharing mu1Uple-employ11r publlc employee retirement system defined benefit pension plan 
admlnlstered by CalPERS. The plan proxJdes retirement end dl~Jmy baneflt\l, annul!I cast.of.Jlvl!lg adJustinents, 
and death benefits to plan membens and beneflc1erles. Benefit PJ1)Vlslons are established ·by slate statutes, as 
legblallvely amended, wilhln the Publlc Employees' Retirement Law. ~PERS Issues 11 separate comprehjjlll!lv.e 
annual llnancial report that Includes f!nandal stalelnenl$ and required supplementary lnfonnallon. Coples of Ille 
CalPERS annual financial report may 1$ .oblalned from the CalP~S Exewtlve Office, 400 P str.eet. Slla'alnento, 
Callfomla 95814. 

Fundjng Polley 

Active plan members are required to c:onlllbute 7% of their salaiy and the District Is required to cantrlbuta en actuallaly 
determined rate. The actuarial methods and assumptions used for detennlnlllg the rate are time adopted by the 
CelPERS Board of Aclmlnlstrallan. The required employer eanlribullon rates for fiscal year 2002~ were 2.894%. 
of payroB for the .eix monlhs ending December 31, 2002, and 2.771% of payroll fer Ille mnlllnfl'.1$! stx monlhs ,nding 
June 30, 2003. The contribution requirements of th& plan members ere established by state statute. 1bs Olst!lct'a 
contrlbUtlons to CBIPERS far tile fiscal year ending June 30, 2003, 2002, and 2001 W!!ra $106,411, $0 end SD, 
respecl!vely, and equal 100% af the required contributions for eech year. The amount conlributed by the Stale on 
behalf of the District was $3,415. · 
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ALBANY UNIFIED SCHOOL DISTRICT 
NOTES TO .THE FINANCIAL STATEMENTS 
YEAR ENOED JUNE 30, 2003 

STRS: 

Ban ·Pfmqrfpfloq 

Tbe t;l.limict contributes to 1he state Teachers' Retlretnent System ($TRS}, e 1:0St-ebarlng mul!lpl"""'1ployer publll; 
employee relflll!llent 11ystem clefined benefit pension plan .administered by STRS. The plan prov!d~ retirement. 
djsabllily, and liUrvivor beneffls to b$11Gliclarlu. Benefit provisions 81' eslabll$.hed by 6tate sta!utes, as leglslmlve1y 
amended. wlthln the State Teaohers' Retirement Law. STRS Issues a separeta compiehanslva annlllll 1inandal report 
that lnclud!IS flnandal statements and required supplemenlary Information. Coples of the STRS annual financial 
report may be obllllnad from Iha STRS, 7887 Folsam Boulev~ f:liu:ramento, California 95828. 

BHW[ng PoPey 

Active plan l'flllfflbers are required to conl!lbute 8%c of their- salary and the Dlslrk:! Is reql,llred to contllbU!a an 
actuerially determined rete. The actuarisl methods and asaumpttons usad for c:lete1T111nlng the rate a111 tllope adopted 
by the STRS Teachers' Retirement Boerd. The requlred employer conltlbution rate for .flscal y.ear 2002-o3 was 8.25% 
of ~nnual payroll. The .conlr1butlon requirements of ·the plan members are established by state statute. Toe Dlslricfa 
conlrtbullons to STRS for Iha fiscal year ending June 30. 2003, 2002 and 2001 were $1,022,549, $1,007;047 and 
$877,605, 111Specilvely, and equal 100% of the rec:iulred contributions for each year. The amount contributed by the 
state on behalf of the Dlattlct\VIIS $623,583, 

K. PrnrtflIJlnlnvmmrt Benfiffm_Atherlban Pen&km Beo'"'3 

The District prov!dea postretfrement health care benefits, as established by board polley, to all emplo~es W!Jo retire 
from the Dlstrlct on or after atta1nr1111 age 55 wftb at I.east 10 ye.arli of sel\lk:e. 

The District pays health Insurance premiums on beha~ of .quallflad pre-Medlc;w retirees at a rate baaed on their per 
rata share FTE. depending on length of service and other factors, DUiing !he year ended June 30 2003, 
expenditures of $154,280 were recognized for postretlrem!lnt health c:are. These costs were funded on a 
pay-as-you-go basis. The Dls1r1ct doe,s not recognize a llabfllty for Mur.e postampfoyment health care benefits 
~use the amoU11t cannot bl! reasonably dete1T11fned. 

L Cnmmifmenht and Cnnffnoeoclea 

Tiie D~ ts fnvolved In various llfgatlon. In the .opinion of management and legal .counsel, the disposition of an 
l!llgatlon pending wi"fl not have a malelfal effect on the llnan<:lal statements. 

The .District bas ~lved state and federal funds for •dftc .purposes that are subject to view and audit by the grantar 
agendas. Although such audils could generata ~dltur.e d~ces wui.r ter.ms of the grants, It Is bel)eved 
that any requlled relmbursementwfll not be materlaL 

M. Besfatement at Regtnntng Amel Balances 

During the fiscal year 2002--03, errors were detected In priar year accolllllll i:ecelvable. accounts payable, and cash 
balances. res.ult!ng ln the following ad)us.tments ID fund balances: 

Audited fund balance at June 30, 2002 
Restatement to correct em,rs 
BeglMfng fund balance as res!atad 

$ 

$ 

Oeferred 
General Maintenance 

Fund Funi:I 
421,819 $ (677) 
220.590 30,224 
842.409 $====29=.54=7= 

·1 
.J 

I 
. l 

. "I 

' l 

ALBANY UNIFIED SCHOOL DJSTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENPED JUNIE 30, 2003 

N. sutmaqu:,,nt·Eveota 

The ~ l&Wed $3.000,000 of Tax and Revern.se AntleiPal!on NQtes dated Ju!y 1, 2003 •. The nole$ roature on 
July 1, 2004 and yield 1.6;84% lntenm. The note8 we111 $0ld to GIJPplement cash flow •. RePayment requnmems 
are that ii pea:entagl! or prtndp81 and Intere$t be deposited with the fiscal egent rn three lnstallmenls beginning 
J111111B1Y2004, untH 100% olprim:IJ)al and lnter~duefson.ac:countby May 31, 2004, 
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GENERAL AND FINANCIAL INFORMATION 

General 

The Ceres Unified School District (the "District") provides educational services to residents of Ceres, 
and surrounding areas in Stanislaus County. The District serves a population of approximately 43,061. 

The District operates seven elementary schools (K-6), two middle schools (7-8), one high school (9-
12), one alternative school (K-12), one continuation school, and one adult school. 

The District's 2003/04 pupil-teacher ratio are 19.5:1 for grades K-3, 30: 1 for grades 4-6, and 22.5:1 
for grades 7-12. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in alternate slates. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Dr. Walt L. Hanline has served in this capacity since 2001. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

Academic Year 

2000/0l(b) 
2001/0ib) 
2002;03(b) 
2003/04(c) 
2004/05(c) 

CERES UNIFIED SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Average Daily Attendance<•) 

9,045 
9,195 
9,221 
9,380 
9,410 

<•l Includes grades K-12, continuation education, home and hospital and special education; does not include adult education. 
(b) Audited Financial Statements. 
(c) Estimated - Second Interim Report adopted on March 22, 2004. 
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Labor Relations 

The District employs 515 full-time equivalent certificated and 336 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

Labor Organiz.ation 

California School Employees Association 
Ceres Unified Teachers Association 

Source: The District. 

Investment of District Funds 

CERES UNIFIED SCHOOL DISTRICT 
Labor Relations 

Number of Employees 
In Organization 

336 
515 

Contract Expiration Date 

June 30, 2004 
June 30, 2004 

Substantially all of the District's operating funds are held by the Stanislaus County Treasurer and 
invested pursuant to the County's investment policies. The County's cash management and investment 
program is generally coordinated on a "pooled" basis. See "APPENDIX G- STANISLAUS COUNTY -
COUNTY INVESTMENT PORTFOLIO REPORT" herein 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in A.D.A. The District is not a basic aid district. The District has assumed A.D.A. 
growth as reflected in the table above, and 2.41 % COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION - State Funding of Education" and"
Average Daily Attendance" herein. 
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(a) 

(b) 

(c) 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002/03 (b) 

2003/04(c) 
2004/05(c) 

Audited Financial Statements. 
Unaudited Financial Statement. 

CERES UNIFIED SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$30,058,523 
31,989,705 
46,133,129 
45,526,636 
47,717,209 

Second Interim Report adopted on March 22, 2004. 

Percent of General Fund Revenues 

50.44% 
46.68 
70.89 
67.46 
68.18 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects no change in the number of full-time equivalent certificated and an increase of 
three full-time equivalent classified employees for the 2004/05 fiscal year. The District expects a 2.41 % 
negotiated salary increase for certificated employees, and a 2.41 % negotiated salary increase for classified 
employees for the 2004/05 fiscal year. Overall salaries and benefits are projected to increase by 3.20% in the 
2004/05 fiscal year. 

(a) 

(b) 

(c) 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002/03 (b) 

2003/04(c) 
2004/05(c) 

Audited Financial Statements. 
Unaudited Financial Statement. 

CERES UNIFIED SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits Percent of General Fund Expenditures 

$47,286,136 
53,994,576 
54,105,085 
53,689,308 
55,408,519 

81.60% 
78.11 
81.07 
78.21 
78.79 

Second Interim Report adopted on March 22, 2004. 
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Comparative Financial Statements 

The following table summarizes the District's revenues, expenditures and fund balances from fiscal 
year 2000/01 through 2004/05: 

CERES UNIFIED SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Unaudited Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 2001/02 (a) 2002/03 (b) 2003/04 (c) 2004/05 (c) 

Revenues 

Revenue Limit Sources 

State Aid $30,058,523 $31,989,705 $33,094,773 $32,227,513 $34,397,364 

Property Taxes 11,195,263 12,864,936 13,038,356 13,299,123 13,319,845 

Federal Revenue 3,072,113 4,911,666 5,217,486 7,288,586 7,315,575 

Other State Revenue 12,009,535 12,987,151 8,499,826 9,145,699 9,376,854 

Other Local Revenue 1,459,885 1,845,119 5,222,356 5,527,411 5,576,837 

Tuition and Transfers 1,797,922 3,936,854 0 0 0 

Total Revenues 59,593,241 68,535,431 65,072,798 67,488,332 69,986,475 

Expenditures 

Certificated Salaries 30,727,189 35,795,280 34,963,903 34,699,452 36,128,861 

Classified Salaries 7,580,880 8,094,558 8,568,089 8,401,118 8,365,006 

Employee Benefits 8,978,067 10,104,738 10,573,092 10,588,738 10,914,652 

Books and Supplies 3,096,585 3,272,003 3,345,728 4,482,957 4,321,589 

Services, Other Operating Expenses 3,364,334 7,403,548 7,735,581 7,625,043 7,718,889 

Capital Outlay 1,605,700 3,366,678 140,881 947,846 934,853 

Other Outgo 2,597,515 1,092,662 1,409,775 1,904,323 1,943,389 

Total Expenditures 57,950,270 69,129,467 66,737,050 68,649,477 70,327,239 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 0 2,517,215 205,877 415,795 0 

Interfund Transfers Out I Other Uses (266,758) (233,466) (406,441) (227,641) (227,471) 

Total Other Financing Sources/(Uses) (266,758) 2,283,749 (200,564) 188,154 (227,471) 

Excess of Revenues Over (Under) Expenditures 1,376,213 1,689,713 (1,864,816) (972,991) (568,235) 

Beginning Fund Balance 4,110,776 5,486,989 7,176,702 5,311,886 4,315,895 

Prior Year Adjustments 0 0 0 (23,000) 0 

Ending Fund Balance $ 5,486,989 $ 7,176,702 $ 5,311,886 $ 4,315,895 $ 3,747,660 

<•J Audited Financial Statements. 

(bl Unaudited Financial Statement. 

(cJ Second Interim Report adopted on March 22, 2004. 
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District Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On June 30, 2003, the District issued $6,695,00 in tax and revenue 
anticipation notes due July 1, 2004. The notes are general obligations of the District secured and payable 
from general fund revenues received during, or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "CERES UNIFIED 
SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.35 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

Projected Cash Balance, July I, 2004 

CERES UNIFIED SCHOOL DISTRICT 
Note Coverage Ratio 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

48 

$ 2,720,742 

75,322,800 

70,437,052 

$ 7,606,490 

$ 5,623,345 

1.35: 1 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES-Other District Funds" herein. 

Fund 
Special Revenue Funds 

Adult Education 
Cafeteria 
Child Development 
Deferred Maintenance 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
County School Facilities 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

Unaudited Financial Statement. 

CERES UNIFIED SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, 
Balance(•) 

$ 77,101 
530,493 

37,791 
977,486 

1,622,871 

20,800,033 
24,678,520 
45,478,553 

$47,101,424 

June 30, 2004, 
Estimated Balance(bJ 

$ 77,101 
530,493 

37,791 
977,486 

1,622,871 

20,800,033 
24,678,520 
45,478,553 

$47,101,424 

(a) 

(b) 

(c) 
Second Interim Report adopted on March 22, 2004. 
The District. 

Cash Flows 

June 30, 2005, 
Estimated Balance<cJ 

$ 77,101 
530,493 

37,791 
500,000 

1,145,385 

2,000,000 
15,000,000 
17,000,000 

$18,145,385 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
March 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected cash 
receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected cash 
flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District: Ceres Unified School District 
2004 Tax and Revenue Anticipation Notes 

EXHIBIT I 
2003/04 ACTUAL CASH FLOW 
(Actuals through March 2004, Projected April through June 2004) 
GENERAL FUND 

Juli Au~st Seetember October November December Janua!2'. Februarr March Aeril Mar June Total 
Beginning Cash 707,173 10,939,615 9,858,560 8,888,715 6,547,660 4,452,905 9,445,464 5,920,913 5,476,816 5,943,165 4,773,886 4,108,720 707,173 

Receipts 

Revenue Limit 1,960,114 3,667,882 2,500,523 2,500,523 2,504,618 9,357,749 3,037,977 4,770,049 2,416,629 5,006,727 4,892,589 683,671 43,299,051 
Other Receipts 5,078,797 890,158 1,406,276 1,365,768 914,894 1,604,195 2,503,400 353,934 3,687,348 2,062,355 1,991,092 3,122,566 24,980,783 
Note Proceeds 6,731,487 0 0 0 0 0 0 0 0 0 0 0 6,731,487 
Total Receipts 13,770,398 4,558,040 3,906,799 3,866,291 3,419,512 10,961,944 5,541,377 5,123,983 6,103,977 7,069,082 6,883,681 3,806,237 75,011,321 

Disbursements 

Salaries and Benefits 2,759,057 4,591,162 4,294,249 4,428,489 4,524,433 4,505,771 4,318,115 4,354,678 4,386,420 4,400,300 3,733,865 3,696,365 49,992,904 
Other Disbursements 778,899 1,047,933 582,395 1,778,857 989,834 1,463,614 2,069,813 1,213,402 1,251,208 1,160,061 2,375,836 1,497,850 16,209,702 
Note Payment Pledge 0 0 0 0 0 0 2,678,000 0 0 2,678,000 1,439,146 0 6,795,146 
Total Disbursements 3,537,956 5,639,095 4,876,644 6,207,346 5,514,267 5,969,385 9,065,928 5,568,080 5,637,628 8,238,361 7,548,847 5,194,215 72,997,752 

Net Increase/Decrease 10,232,442 (1,081,055) (969,845) (2,341,055) (2,094,755) 4,992,559 (3,524,551) (444,097) 466,349 (1,169 ,279) (665,166) (1,387,978) 2,013,569 

Ending Cash 10,939,615 9,858,560 8,888,715 6,547,660 4,452,905 9,445,464 5,920,913 5,476,816 5,943,165 4,773,886 4,108,720 2,720,742 2,720,742 

EXHIBITII 
2004/05 PROJECTED CASHFLOW 
GENERAL FUND 

Jul~ August Seetember October November December Janua!2'. Februa!I March Aeril Ma~ June Total 
Beginning Cash 2,720,742 10,842,600 9,410,277 8,438,595 5,619,806 3,275,604 7,752,894 4,818,892 4,293,784 4,822,011 3,871,972 3,429,134 2,720,742 

Receipts 

Revenue Limit: Property Tax 1,823 0 0 0 4,100 6,867,910 91,606 399,957 231,632 2,825,766 2,466,502 482,083 13,371,379 
Revenue Limit: State Aid 2,090,144 3,914,837 2,668,882 2,668,882 2,668,882 2,668,882 3,144,900 4,664,990 2,332,495 2,332,495 2,593,529 215,961 31,964,879 
Other Receipts 4,625,855 801,304 1,408,143 1,287,918 907,757 1,590,727 2,533,456 352,154 3,737,948 2,070,805 1,973,320 3,165,020 24,454,407 
Note Proceeds 5,532,135 0 0 0 0 0 0 0 0 0 0 0 5,532,135 
Total Receipts 12,249,957 4,716,141 4,077,025 3,956,800 3,580,739 11,127,519 5,769,962 5,417,101 6,302,075 7,229,066 7,033,351 3,863,064 75,322,800 

Disbursements 

Salaries and Benefits 2,847,406 4,738,178 4,431,757 4,570,296 4,669,312 4,650,052 4,456,387 4,494,121 4,526,880 4,541,204 3,853,429 3,814,728 51,593,750 
Other Disbursements 1,280,693 1,410,286 616,950 2,205,293 1,255,629 2,000,177 2,063,577 1,448,088 1,246,968 1,453,901 2,367,415 1,494,325 18,843,302 
Note Payment Pledge 0 0 0 0 0 0 2,184,000 0 0 2,184,000 1,255,345 0 5,623,345 
Total Disbursements 4,128,099 6,148,464 5,048,707 6,775,589 5,924,941 6,650,229 8,703,964 5,942,209 5,773,848 8,179,105 7,476,189 5,309,053 76,060,397 

Net Increase/Decrease 8,121,858 (1,432,323) (971,682) (2,818, 789) (2,344,202) 4,477,290 (2,934,002) (525,108) 528,227 (950,039) (442,838) (1,445,989) (737,597) 

Ending Cash 10,842,600 91410,277 8,438,595 5,619,806 3,275,604 7,752,894 4,818,892 4,293,784 4,822,011 3,871,972 3,429,134 1,983,145 1,983,145 
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Vavrinak. Trina. Day & Co •• LLP 
Ctrlifled Pubnc Aceounlanls & Consullants 

Board of Education 
Ceres Unified School District 
Ceres, California 

INDEPENDENT AllDITORS' REPORT 

VALUE THE DIFFERENCE 

We have audited the accompanying financial statements oftlie governmental activities, component unit, each 
major fund, and the aggregate remaining fund information of the District, as of and for the year ended 
June 3 0, 2003, which collectively comprise the District's basic financial statements as listed in the table of 
contents. These financial statements are the responsibility of the District's management. 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, 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, and Standards and l'roceduresfor Audits of California K-12 Local 
Educational .Agencies, prescribed by the State Controller. Those standards require that we plan and perform the 
audit to.obtain reasonable assurance about whether the financial statements are free of material mi:,statement An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit a1sc includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall fmancial statement pre~tation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the :financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, component unit, llach major fund, and the aggregate remaining 
fund infonnation of the Ceres Unified School District, as of June 30, 2003, thereof for the year th.en ended in 
conformity with accounting principles generally accepted in the United States of America. 

As discussed in Note l.B to the financial statements, the District recognized certain deferred state appropriations 
as revenue in the current fiscal year. 

I!t accordance with Government Auditing Standards, we have also issued our report dated November 7, 2003, on 
our-consideration of the District's internal control over financial reporting and on our tests of its compliance with 
cerbl,in pi:ovisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed 
in accordance with Government Auditing Standards and should be read in coqjunction with this report in 
considering the results of our audit. 

As discussed in the Notes to the basic fmancial statements, the accompanying financial statements reflect ~ltiin 
changes required as a result of the implementation of Governmental Accounting Standards Board {GASB) 
Statement No. 34 for the year ended June 30, 2003. This results in a change to the format; and content of the basic 
financial statements. · 
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The required supplementary information, such as management's discussion and analysis on pages 4 through 12 
and budgetary comparison information on page 46 are not a required part of the basic financial statements, but are 
supplementary infonnation required by the GASB. We have applied certain limited procedures, which consisted 
principally of inquiries of management regarding the methods of measurement and presentation of the required 
supplementary infonnation. However, we did not audit the infonnation and express no opinion on it. 

Our audit was co11ducted for the purpose of forming opinio~ on the financial statements that collectively 
comprise the District'$ basic financial statements. The other supplementary infonnation listed in the table of 
contents, including the Schedule of Expenditures of Federal awards which is required by U.S. Office of 
Management and Budget Circular A-133, Audits of State, Local Governments, end Non-Profit Organizations, arc 
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of 1he basic financial statements 
and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. 

'{ ~ ,T~;ni.,,.. ~ to.
1
LLf 

Fresno, California U 
November 7,. 2003 
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Ceres Unified School District __ _ 
ADMINISTRATION 
WALT L. HANLINE,Ed.D. 
District S.uperintendent 

BUSINESS SERVICES DIVISION 
SCOIT SIEGEL, Assistant Superintendent 

This .section of Ceres Unified School District's (2002-2003) annual financial report presents our discussion and 
analysis of the District's financial pert'ormance during the fiscal year that ended on June 30, 2003. Please i::ead it 
in conjunction with the District's financial statements, which immediately fqllow this section. 

O~RVIEW OF THE FINANCIAL STATEME!'iTS 

The Financial Statements 

The f"~cial statements presented herein h:tclude all of the activities of the Ceres Unified School District (the 
District) and its component units using the integrated approach as prescn'bed by GASB S~ent Number 34. 

The Guvenunen(-Wide Financial Statements present the financial picture. of the District from the economic 
resources measurement focus u~g the accrual basis of accounting. They present governmental activities and 
business-type activities separately. (Note that for the fiscal year presented, only governmental activities were 
reported.) These statements include all assets of the District (including i!ifrastructure) as well as all liabilities 
(including long-term debt). Additionally, certain eliminations have occurred as prcscn'bed by the statement in 
regards to interfimd activity, payables and rei;eivables, 

Governmental and the Business-Type Activities. are prepared using the economic resources measurement focus 
and the accrual basis of accounting. 

The Fund Financial Statements include statements for each of the three categories of activities: governmental. 
proprietary', and fiducialy. 

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

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

The Fiduciary Fzmds are agency funds, which only report a balance sheet and do not have a measurement 
focus. 

Reconciliation qfthe Fund Financial Statements. to the Gove~me1.1MYide Financial Statements is provided to 
explain the differences created by the integrated approach. 

The Primary unit ofthe government is the Ceres Unified School District. 

FINANCIAL HIGHLIGHrS OF THE PAST l'EAR 

The Di$:ict had net assets of$63.0 million on June 30, 2003. This represents an lncreas~ of$28.l million from 
June 30, 2002. 

The primary source of the incr~e was due to grants received from the State for new school construction and 
modernizations of existing schools. 
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"Committed to ExceJlence, Responsive to Every Student" 

P.O. Boit 307 • Ceres, California 95307 • Phone: (209) 538-9439 

~RES UNlFIED SCHOOL DISTRICT 

MANAGEMENT'S :PISCUSSION AND ANALYSIS 
JUNE 30, 2003 

The District saw its General Fund balance decrease from $7.4 million to $5.3 million during the fiscal year. This 
decrease was primarily due to State budget cl$ and a shortfall in ADA projections. 

REPORTING THE DISTRICT AS A WHOLE 

The Statement ofNetAssets and the Statement of Activities and Changes in Net Assets 

The Statement of Net Assets and .the Statement of AeliVities and Changes in Net Assets 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 mo$t private-sector companies. 
All of the cummt year's revenue~ and expenses are taken ~ account regardless of when cash is received or paid. 

These two statements report the District's net assets and changes in them. Net assets are 'the difference between 
assets and liabilities, one way to measure the District's financial health, or financial position. Over time, . 
;,,creases or decreases in the District's net asi;ets are one indicator of whether itsfou;mcic,/ health is improving or 
deteriorating. Other factors to consider are changes in the District's pi:operty tax base and the condition of the. 
District's facilities. 

The relationship between revenues and expenses is the District's operating r'!J'Ults, Since the Board's 
responsibility is to provide services to our students and not to generate pro:fit as commercial entities do, one must 
consider other factors when evaluatuig the overall health of the District. The quality of the education and the 
safety of our schools will likely be an important component in this evaluation. 

In the Statement of Net Assets and the Statement of Activities and Cha,;ges in Net A.ssets, we separate the District 
activities as follows: 

Governmental activities - Most of the District's services are reported in this category. This includes the 
education of kindergarten through grade twelve students, adult education students, the operation of child 
development activiti~, and the on-going effort to improve and maintain buildings and site.s. Property taxes, state 
income taxes, user fees, interest income, federal. state and local grants, as well as general. obligation bonds, 
finance these activities. 

Business-type activities - The District charges fees to help it cover the costs of certain services it provides. The 
current Statemen.t of Net Assets does not include any busin\'!SS·type activities. 

REPOR,TING THE DISTRICT'S MOST SIGNIFICANT FUNDS 

Fund Financial Statements 

The fund financial statemeu,ts provide detailed inf<mnation 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 
~lishes 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 :ij-om the U.S. 
Department ofEducation. 
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CERES UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Gove~ntalfunds- Most of the District's basic services arc reported in governmental funds, which focus on 
how money flows il!.to 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 caJ1 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 !Dformation 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 explaiµcd in a reconciliation 
following each go_vernmental fund financial statement 

Proprhtary funds· When the District charges users for the services it provides, whether to outside customers or 
to other departments within the District, these services arc generally reported in proprietary funds. Proprietary 
funds are reported in the same way that all activities are reported in the Statement of Net Assets and the-Statement 
of Revenues, Expenses and Changes in Fund Net Assets. In fact. the District's enterprise funds arc the same as the 
business-type activities we report in the government-wide statements but provide more detail and additional 
infonnatio_n, such as cash flows, for proprietary funds. We use internal service funds ( the other component of 
proprietary funds) to report activities that provide supplies and services for the District's other programs and . 
activities - such as the District's Self-Insurance Fund. The internal service funds are reported with govcmmental 
activities in the government-wide financial statements. 

THE l)ISTRIC'l' AS TRUSTEE 

Reporting the District's Fiducit11'11 Responsibilities 

The District is the trustee, or fiduciary, for funds held on behalf of others, like our funds for associated student 
body activities, scholarships, employee retiree benefits and pensions. The District's fiduciaiy activities are 
reported in separate Statements of Fiduciary Net Assets. We exclude these activities from tbe 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 arc \lsed for their intended purposes. 

THE DISTRIC'l' AS A WHOLE 

Net Assets 

The District's net assets were $63.0 million for the fiscal year ended June 30, 2003. Of this amount, $4.4 million 
was UIUestricted. Restricted net assets are reported separately to show legal constraints from debt covenants. 
grantors, constitutional provisions and enabling legislation that limit the School Board's abili1;y to use those net 
assets for day-to-day operations. Our analysis below, in summaiy form. focuses on the net assets (fable 1) and 
change in net assets (fable 2) of the District's governmental activities. 
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CERES UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Tablet 

(Amounts in millions) 

Cllil'Dllt and other assets 
Capital assets 

Total Assets 
Current liabilities 
Long-term debt 

Total Liabilities 
Net assets 

Invested in capital assets, 
net of related debt 

Restricted 
Unrestricted 

Total Net Assets 

Governmental 
Activities 

$ 61.7 
38.4 

100.1 
7.9 

29.2 
37.1 

9.5 
49.1 
4.4 

s 63.0 

The $4.4 million in unrestricted net assets of go\'emmental activities represents the accumulated results of all past 
years' operations. It means that if we bad to pay off all ofour bills today including all of our non-capital 
liabilities {compensated absences as an example), we would have $4.4 million left. We will need to closely 
monitor our expenditures in the future and adhere strictly to the budget to increase th.is $4.4 million. 

Changes in Net Assets 

The results of this year's operations for the District as a whole are reported in the Statement of Activities on 
page 14. Table 2 ~es the information from the Statement, rounds off the nwnbers, and rearranges them slightly 
so you can see our total revenues for the year. 
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CERES UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUS~ION AND ANALYSIS 
JUNE 30, 2003 

(Amounts in millions) 

Revenues 
Program revenues 
Charges for services 
Operating grants.and contributions 
Capital grants and contributions 
General revenues: 

State revenue limit sources 
Property taxes 
Other general revenues 

Total Revenues 
~penses 

Instruction related 
Student support services 
Admini~on 
Maintenance and operations 
Other 

Governmental Activities 

Total Expe1;1SeS 
Change in Net Assets 

Governmental 
Activities 

$ 2.0 
18.2 
27.9 

33.4 
14.() 
6.0 

101.5 

53.7 
6.6 
3.6 
5.8 
3.8 

73.4 
$ 28.l 

As reported in the Statement of Activities on page 14, the cost af all of our governmental activities. this year was 
$73.4 million. However, the amount that ourtaxpayers ultimately financed for these activities through local taxes 
was only $14.0 million because the cost was paid by those who benefited from the programs ($2.0 million) or by 
other governments and organizations who subsi~d certain programs with grants and contributions ($46.0 
million}. We paid for the remaining "pub.lie benefit" portion of our governmental activities with $33.4 IlliUion iti 
State funds and with other revenues, like interest and general entitlements. 

In Table 3, we have presented the cost of each of the District's ten largest functions - instruction, instruction 
related activities, ~ant services, student transportation services, other pupil services, general ad:atinistration, 
ancillary services and long term debt, as well as~ prograI!l's net cost (total cost less revenues generated by the 
activiti~s). As discussed above, net cost shows the fmancial burden that was placed on the District's taxpayers by 
each of these functions. Providing this information alloVls our citizens to consider the cost of each function in 
comparison to the benefits they believe are provided by that functioll. 
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CERES UNJFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30. 2003 

(Dollar amounts in millions) 

Instruction 
Instruction-related activities 
Home-to-school transportation 
Other pupil services 
General administtatiQn 
Maintenance and operations 
Ancillary services 
Interest on long-tenn c;lebt 
Othero9 
Other 

Totals 

Total Cost 
of Services 
$ 45.6 

8.1 
1.2 
$.4 
3.6 
5.7 
().2 
1.3 
].S 

0.8 
$ 73.4 

Net Cost 
of Services 
$ 6.9 

6.0 
0.2 
.2.0 
2.3 
S.6 
0.2 
1.3 
0.2 
0.8 

$ 25.4 

The original District; budget projected a decrease in net assets of approximatc;ly $2.5 million. Although revenues 
were $2.5 million less than expected, expenditures were $2.4 million less than originally projected, lessening tjie 
impact of the decrease ~ reven1.1e. Approximately $2.9 million of the decrease in revenue is from State sources as 
the result of mid-year budget reductions at the State level and an-0ver projection of student enrollment at the local 
level. · 

Salaries and fringe benefit C.Xpenditures were $0.3 million less than expected due to personnel reductions. during 
the year. In addition, overall expenditures were reduced by $2.4 million as the District restricted spending in the 
face of an unprecedented State budget crisis. 

THE DISTRICT'S FUNDS 

As the District comple~ this year, our governmental funds reported a combined fund balance of$53.8 million, 
which is an mcrease of$25.l million from last year (Table 4). 

(Dollar amounts in millions) 

General 
Building 
County Schools Facilities 
Non-Major Governmental Funds 

Totals 
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Fund Balance. 
June 30, 2003 
$ 5.3 

20.8 
24.7 
3.0 

$ 53.8 
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CERES UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

The primary reasons for these increases/decreases are: 
a. Our General Fund is our principal. operating fund: The fund balance in the General Fund decreased $1.8 

million to SS.3 million. This decrease is due to: 
1. An over-projection of student enrollment 
2. Decreased State revenue 
3. hlcrease in special education unfunded mandates 
4. Increase in worker's compensation costs 

b. Our building funds increased dramatically from the prior year showing a net incrcas.e of approximately 
$45.S million. This increase is due to: 
1. The receipt of State grants for new school construction and modernizations 
2. The sale of bond$ to finance the construction of Central Valley High School 

General Fwrd Budgetary Highlights 
Over the course of the year, the District revises its budget as it attempts to deal with unexpected changes in 
revenues and expenditures. The final amendment to the budget was adopted on January 16, 2003. (A schedule 
showing the District's original and final budget amounts compared. with amounts actually paid and received is 
provided in our annual report on page 46). 

:> Significant revenue revisions made to the 2002/03 Budget were due to mid-year budget cuts enacted by 
the State and a downward correction to student emollment. 

> Budgeted expenditures decreased by $2.4 million due to District budget tightening in response to the 
factors listed above, 

CAPITAL ASSET & DEBT ADM(NISTRATION 

Capital Assets 

At June 30, 2003, the District had $38.4 million ln a broad range of capital assl$ (net of depreciation), including 
land, buildings, and furniture and equipment This amount represents a net increase {including l!(iditions, 
deductions and depreciation) of just under $8.4 million, or 28 percent, from last year (Table S). 

(Amounts in millions) 

Land and construction in process 
Buildings and improvements 
Equipment 

Totals 

Governmental 
Activities 

$ 15.1 
21.6 

1.7 
$ 38.4 

This years additions of $8.4 million included construction in progress at Gcntral Valley High School and the 
acquisition of land for new elementary schools. 
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CERES UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Long-Tenn Debt 

At the end of this year, the District had $29.2 million in outstanding debt ycrsus $2~ .7 million last year, an 
increase of23 percent. This debt consisted of: · 

Table6 

(Amounts in millions) 

General obligation bonds (Financed with property taxes) 
Certificates of participation 
Cap~tali7.ed lease obligations · 
Other 

Totals 

Governmental 
Activities 

$ 25.0 
2.9 
0.4 
0.8 

$ 29.2 

The District's general obligation bond rating continues to be «A." The State limits the amount of general 
obligation debt that District's can issue to S percent of the assessed. value of all taxable property within the 
District's boundaries. The District's outstanding general obligation debt of$25.0 million is significantly below 
this statutorily - imposed limit 

Other obligations include compensated absences payable, postemployment benefits (not including health benefits) 
and other long-term debt. We present more detailed information regarding our long-term liabilities in Note 9 of 
the financial statements .. 

SIGNlFICAJVT ACCOMPLISHMENTS ()F FISCAL YE4R 2002-03 ARE NOTED.BELOW: 

The District is in the early phases of a significant building program which includes: 
1) Construction ofa second comprehensive high school 
2) Purchase of land for five new elementary schools 
3) Renovation and reconstruction at the existing comprehensive high school 
4) Completion ofa portable school to house the District's Charter School 
S) Modernization of one of the District's junior high schools 
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CERES UNIFIED SCHOOL DISTRICT 

MANAGll:MENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

ECONOMIC FA.CTORS AND NEXT YBAR'S IJUDGET$ AlVD RA.TES 

In considering the District ijudget for the 2003/2004 year, the District Board. and ~agement used the following 
criteria: 
The key assumptions.in our revenue forecast are: 
1. Revenue limit income would decrease by 1.2% due to the State deticiting the revenue limit. In addition, a 

zero COLA was QSsumcd ••. 
2. Interest earnings will decrease by more than 50 percent due to an anticipated reduction in market interest 

rates. 
3. Developer fee collections are based conservatively on approximating the new housing units to be constructed 

and studying past trends. 
4. Federal income will hold steady. 
5. State income will hold steady other than the deficiting and elimination of specific programs. 
6. Charges to other funds (the indirect rate) will decrease by 0.33 percent as a result of internal accounting 

changes. 

Expenditures are based on the. following forec~: 

Grades kindergarte11 through third 
Grades four through six 
Grades seven through eight 
Grades nine through twelve 
Charter School 
Special Education 
Con.tinuation/Altemative .E;d 

The new items specifically addressed in the budget are: 

Staffing Ratio 
20:l 
30:1 
26:l 
25:l 

1. A reduction in support staff from the levels of previous years, 

Enrollment 
3043 
2215 
1546 
2307 
200 
300 
425 

2. An increase in the rate charged by the County for special education $dents. 
3. An increase in the worker's compensation rate. 

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 ~ve questions about this report or need any additional financial information. contact the Assistant 
Superhttendent; Business Services, at the Ceres Unified School District, P.O. Box 307, Ceres, California, 95307, 
or e-mail at ssiegel@ccres.k12.ca.us. 
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CERES UNIFIED SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Assets 
Deposits and inveslments 
Receivables 
Prepaid expenses 
Stores inventories 
Capital assets 

Land and construction in process 
Other capital assets 

Less: Accumulated depreciation 
Total capital assets 
Total Assets 

Liabilities 
Accounts payable 
Deferred revenue 
I.,ong-term liabilities 

Current portion of long-term obligations 
Noncurrent portion oflong-term obligations 

Total long-term liabilities 
Total Lhlbilities 

Net Assets 
Invested in capital assets, net of related debt 
Restricted for: 

Debt service 
Capital projects 
Educational programs 
Other activities 

Unrestricted 
Total Net Assets 

Tb.e accompanying notes arc an integral part of these financial statements. 
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Governmental 
Activities 

$ 51,873,()50 

$ 

9,670,912 
49,609 
98,818 

15,122,086 
37,234,970 

(13,951,051) 
38,406,005 

100,098,394 

7,008,859 
861,974 

659,800 
28,572,664 
29~2,464 
37,103,297 

9,500,069 

790,235 
46,068,093 

759,196 
1,512,928 
4,364,576 

62,995,097 

CERES UNIFIED SCHOOL DISTRICT 

STATEMENT OF ACTMTIES 
FOR THE YEAR ENDED JUNE 30, 2003 

Fnnctlons/Programs 
Gove1'1111leJ1tal Activities: 
Instruction 
Jnstruction-related activities: 

Supervision of instruction 
Instructional library, media and technology 
School site administration 

Pµpil Servi~: 
Home-to-school transportatiol! 
Food services 
All other pupil services 

General administration: 
Data processing 
All other general administration 

Plant services 
Ancillary services 
Interest on long-term debt 
Other outgo 
Depreciation (unallocated) 

Total Governmental-Type Activities 

Proem Revenues 
Charges for Operating Capital 
Services and Grautsand G~tsand 

Expenses Sales Contributions Contributions 

s 45,626,698 $ ),037,120 s 9,861,092 S 27,853,268 

2,126,428 77,831 1,155,818 
926,560 198,688 

5,000,422 17,493 633,239 

1,210,957 142,175 904,251 
2,959,390 350,423 2,261,189 
2,406,197 94,072 703,628 

158,816 
3,430,386 125,560 l, 180,276 
5,769,191 7,078 160,978 

181,979 
1,346,033 
1,479,791 175,250 1,127,766 

808.409 
$ 73,431,257 $ 2.027,002 $ 18,186,925 $ 27,853,268 

General revenues and subventions: 
Property taxes. levied for general purposes 
·Property taxes, levied for debt service 
Taxes levied for other specific purposes 
Miscellaneous 

Subtotal, General Revenues 
Change in Net Assets 

Net Assets - Beginning 
Net ~ets - Ending 

The a~ompanying notes are an integral part of these financial statements .. 
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CERES UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
BALANCE SHEET 
JUNE 30, 2003 

Net~nses) 
Revenues and County School 

Changes in Net Assets General Building Facjlliies 
Fund Fnnds Fund 

Governmental ASSETS 
Activities Deposits and investments ~ 4,844,257 $ 21,968,641 $ 22,249,520 

$ (6,875,218) Receivables 6,466,174 2,522,058 
Due from other funds 43,707 38,844 

(892,779} Prepaid expenses 10,014 

(77,.7,872} Stores inventories 
(4,349,690} Total Assets $ 11,364,152 $ 21,968,641 $ 24,810,422 

LIABll.lTmS AND .rmm BALANCES 
(164,531) Liab~I 
(347,778} Acc.ounts payable 5;210,245 1,168,609 131,901 

(1,608,497} Due to other funds .38,988 

(158,816) Defetred revenue 803,032 

~.124,550} Total Uabilities 6,052,255 1,168,609 131,901 

(5,601,135) FUND BALANCES 
081,979) Reserved 792,210 

{1,l46,033) Unreserved: 
(176,775) Designated 1,877,630 
(808,409) Undesignatc.d, reported in: 

(25,364,062) General Fund 2,642,047 

13,038,357 
Special revenue funds 

998,829 Debt service funds 

292,067 Capital projects funds 20,800,032 24,6781521 

39.081,130 Total Fund. Balance 5,311,887 20,800,032 24,678,521 
. S3Al0,383 Total Liabilities and 
. 28,046,32 l Fund Balallc:es $ 11,364,152 $ 21,968,641 s 24,810,422 
34,948,776 
62,995,097 

The accompanying notes are an integral part of these financial statements. 
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Non-Major Total 
Governmental Governmental 

Funds Funds 

'1 s 2,810,632 $ 51,873,050 
682,680 9,670,912 
38,988 121,539 

10,014 
98,818 98,818 

s 3,631,118 $ 61,774,333 

498,104 7,008,859 
82,551 121,539 
58,942 861,974 

639,597 7,992,372 

98,818 891,028 
This page left blank intentionally. 

1,877,630 

:Z,642,047 
1,512,928 1,512,928 

790,:235 790,:235 
589,540 46,068,093 

2,991,521 53,781,961 

$ 3,631,118 $ 61,774,333 
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CERES UNJFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
RECONCILIATION OFTBE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 
JUNE 30, 2003. 

Amounts Reported for Governmental Activities in the Statement of 
Net Assets are Different Because: 

Total Fund Balance· Govea:nmental Funds 
Capital assets used. in governmental activities are not :financial resources and, 
therefore, are not report!ld as assets in governmental funds. 

The cost of capital assets is 
.Accumulated depreciation is 

Total capital assets 

Expenditures relating to issuance of debt of next fiscal year were recognized 
in modified accrual basis, but should not be recognized in accrual basis. 

Long-tenn liabilities at year end consist of! 
General obligation bonds 
Certificates of participation 
Early retirement 
EPA loans 
Capital lease obligations 
Compensated absences 
In addition, the District issued "capital appreciation" general 
obligation bonds/certificates of participation. The accretion of interest 
on the general obligation bonds/certificates of participations to date is: 

Total long-term liabilities 
Total Net Assets· Govern.mental Activities 

The accompanying notes are an integral part of these financial statements. 
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$ 52,351,056 
(13,951,051) 

24,999,806 
2,915,0QO 

46,536 
572,535 
441,520 
223,009 

34,058 

S 53,781,961 

38,406,005 

39,595 

(29,232,464) 
S 62,995,697 

CERES UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
Sl'ATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUNJ> BALANCE 
FOR THE YEAR ENDED JUNE 30, 2003 

General 
Fnad 

REVENUES 
Revenue limit sources $ 46,133,130 
Federal sources. 5,217,486 
Other state sources 8,499,826 
Other local sources S,222,358 

Total ;Revenues 65,572,800 
EXPENDITURES 
Current 

Instruction 44,602,406 
Instruction-related activities: 

Supervision of instruction 1,982,366 
Instructional horary, media and technology 926,263 
School site administration 4,810,793 

Pupil Services: 
Home-to-school transportation 1,210,957 
Food services 10,672 
All other pupil services 2,382,989 

General administration: 
Data processing 158,816 
All other general administration 3,002,177 

Plant services 5,760,155 
Facilily acquisition and construction 35,095 
Ancillary services 181,979 
Other outgo 1,480,086 

Debt service 
J'rincipal ?31,578 
Interest and other 60,719 

Total Expenditures 66,737,0Sl 
Excess (Deficiency) of Revenues Over Expenditures (l,6<i4,25l) 
Other Financing Sonrc,es (Uses): 

Transfers in 205,877 
Other sources 
Transfers out (406,441) 

Net Financing Sources (Uses) (~00,5<i4) 
NET CHANGE IN FUND BALANCES (l,864,815) 
Fund Balance· BegiDJling 7,176,702 
Fand Balance • Ending $ S,311,887 

The accompanying notes are an integral part of these financial i;tatements. 
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County 
School 

Building FacWties 
Fund Fund 

$ $ 

27,76.7,072 
SS3,036 67,447 

~53,031; 27,1134,519 

4,841,766 2'Al~620 

. 
4,Ml,766 

(4,288,730) 
2,281;620 

25,552,89!) 

1,505,752 157,933 
5,122,549 

6,628,:301 
2,339,571 

1,505, 752). 
1,347,81 } 

24,205,080 
18!460,461 473,441 

$ 20,800,032 $ 24,678,521 



Non-Major Total 
Governmental Governioental 

Fnnds Funds 

s 299,672 s 46,432,802 
·1 2,250,655 7,468,141 ! 
l 1,023,177 37,290,075 

4,443,719 10,286,560 
8,01'7,223 101,477,578 

1,028,000 45,630,406 

144,062 2,126,428 
297 926,560 

189,629 5,000,422 

1,210,957 
3,009,302 3,019,974 

23,208 2,406,197 

158,816 
433,817 3,435,994 
101,220 5,861,375 

1,865,806 9,024,287 
181,979 

1,480,086 

2,569,491 2,701,069. 
744,893 805,612 

10,109,725 83,970,162 
. (2,092,502) 17,507,416 

689,130 2,558,692 
2,500,525 7,623,074 
(646,499) (2,558,692) 

2,543,156 7,623,074 
450,654 25,130,490 

2,540,867 28,651,471 
$ 2,991,521 $ 53,781,961 
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CERES UNIFIED SCHOOLDL$TRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES, AND CHAN:GES IN FUND BALANCES 
TO THE DISTRICT-WIDE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2003 

Total Net Change ID Fund Balances - Governmental Funds s 
Amounts Reported for Governmental Activities In the Statement of 
Activities are Different Because: 

Capital outlays to purchase or build capital assets are reported in 
governmental funds as expenditures, however, for governmental activities, 
those costs are shown in. the statement of net assets and allocated over their 
estimated useful lives as annual depreciation expenses in the statements of 
activities. 
This is the amount by which depreciation exceeds capital outlays in the period. 

Depreciation expense $ (808,409) 
Capital outlays 9,197,094 

In the statement of activities, certain operating expenses - compensated 
_absences (vacations} and special termination benefits (early retirement) are 
measured by the amounts earned during the year. In the governmental 
funds, however, expenditures for these items are measured by the amount · 
of financial resources used (essentially, the amounts actually paid). This 
year, there are no special termination benefits. Vacation~ was less 
than the amounts earned by $10,723. 

Proceeds received from issuance of debt is a revenue in the governmental· 
funds, but it increases long-~ liabilities in the statement of net assets and 
does not affect the statement of activities: 

Sale of general obligation bonds 
Sale of certificates of participation 

Governmental funds report the eff~t c:>fpmniums, discounts, issuance costs, 
and the deferred amount on a refunding when the debt is first issued, 
whereas the amounts are deferred and amortized in the statement of 
activities. This amount is the net effect of these related itC1l)s: 

Deferred amount on refunding 

Repayment of bond principal is an expenditure in the governmental funds, 
but it reduces long-term liabilities in the statement of net assets and does 
not affect the statement of activities: 

Certificates of participation 
Capital lease obligations 
Other long-term debt 

Change in Net Assets of Governmental Aetivities $ 

The accompanying notes are an integral part of these financial statements. 
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25,130,490 

8,3_88,685 

(10,723) 

(5,122,549) 
(3,105,000) 

(39,595) 

2,545,000 
84,416 

175,597 
28,046,321 
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CERES UNIFIED SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ASSETS 
DePQsits and investments 

Total Assets 

" L1ABIL1'1'mS 
Due to student groups 

Total Liabilities. 

! .-

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

$ 271,944 
"$ 271,944. 

271,944 
$ 271,944 

CERES UNIF1ED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 1 -Slm(IIL4RY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Financial Reporting Entity 

The Ceres Unified School District was unified on July I, 1965, under the laws of the ~.c;,f California. The 
District operates under a locally-elected seven-mcimber Board form .of gov~ent and provides educational 
services to grades K • 12 as mandated by the State and/or Federal agencies. The D.istrict operates seven 
elementary schools, twQjunior high schools, one high school, one continuation high school, and one 
alternative school. 

A reporting entity is comprised of the primary government, component unit, and other organizations that are 
included to ensure the fmancial statements are not misleading. The primary government of the District. 
consists of all funds, departments, boards, and agencies that are not legally separate from the District. For 
Ceres Unified School District, this includes gcineral operations, food service, and student related activities of 
the District. 

B. State Defep;ed Appropriations 

As part of its plan to address the budget crisis facing the State of California. Sl)!late Bill (SB) XI 18 (the 
"Bill") was signed in~ law during the year ended June 30, 2003. The provisions of the Bill significantly 
altered funding for California school districts. The Bill, among other things, shifted the appropriation for the 
payment of the June 2003 priucipal apportionment for the General and Adult Funds into the 2003-2004 f"1Scal 
year. The Bill allowed local educational agcincies to recognize for budget,ary and financial reporting pJ.µposes 
any amount of state appropriations deferred from the current fiscal year and appropriated from the subsequen~ 
fiscal year for payment of current-year costs as a receivable in the current year. In addition, Assembly 
Bill 2781 deferred the 2002-2003 appropriations for the Home-to-School Transportation. School 
lmprovement. Targeted Instructional Improvement, and Supplemental Grant programs into the 2003-2004 
fiscal year. Exclusion of the apportionµ1ents would have resulted in a d,ec~ase i,n receivables, revenue, and 
available reserves of $4,095,499. 

C. Component Units 

CQmponent ll!lits are legally separate organizations for which. the District is financially accountable. 
Component units Jl)!ly also include organizations that are fiscally dependent on the District in that the District 
approves their budget, the issuance of their debt or the levying oftheir taxes. Fc;,r financial reporting 
purposes, the component unit discussed below is reported in the District's financial statements because of the 
significance of its relationship with tJ:ie District The component unit, although a legally sepiµ-ate entity, is 
reported in the fu.iancial statements as if it were part of the District's operations because the governing board 
of the component unit is essentially the same as the govemitlg board of the District l!Dd because its purpose is 
to finance the constroction of facilities to be used for the benefit of the District 

The Ceres Unified School District Financing Corporation's f"mancial activity is presented in the f"mancial 
statements as a Capital Projects Fund and a Debt Service Fund. Certificates of participation issued by the 
Corporation are included as long-term liabilities in the government-wide financial statem~ts. 
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CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Charter School The District has approved a Charter for the Whitmore Charter School pursuant to Education 
Code Section 47605. The Whitmore Charter School is operated by the District, and its financial activities are 
presented in the Charter School special revenue fund. 

Public Entity Risk Pools The District is associated with two public entity risk pools. These organizations 
do not meet the criteria for inclusion as component 1D1its of the District. S~ audited financial 
infonnation is presented in Note 15 to the financial statements. These organizations are: 

Central Region Schools' Insurance Group 
Schools Excess Liability Fund 

]). Basis of Presentadon • Fund Accounting 

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and 
accounting entity with a self-balancing set of accounts, which are segregated for the purpose of canying on 
specific activities or attain1').g certain objectives in accordance-with special regulations, restrictions, or 
limitations. The District's funds are grouped into two broad fund categories: governmental and fiduciary. 

Governmental Funds Governmental funds are those through which most governmental functions typically 
are financed. Governmental fund reporting focuses on the sources, uses, and balances of current fit11U1cial 
resources. Expendable assets Me assigned to the various governmental funds according to the purposes for 
which they may or must be used. Current liabilities lll'C assigned to the fund from which they will be paid. 
The difference between goveromental fund assets and liabilities is reported ~ fund balance. The following 
are the District's major governmental funds: 

Malor Governmental Funds 

General Fund The General Fund accounts for all financial resources except those required to be 
accounted for in another fund. The General Fund balance is available to the District for any purpose 
provided it is expended or transferred according to the general laws of California. 

Building Fund The ·Building Fund exists primarily to account separately for proceeds from sale.of bonds 
and the acquisition of major governmental capital facilities and buildings. 

County School Facilities Fond The County School Facilities Fund is used primarily to account 
separately for State apportionments provided :for construction and reconstruction of schQOI facilities 
(Education Code Sections 17010.IQ-17076.10). 

Other Non-Major Governmental Funds 

Special Bevenue Funds The Special Revenue Funds are used to account for· the proceeds of specific 
revenue sources that are legally restricted to expenditures for specific purposes. The Di$i.ct maintains 
the following special revenue funds: 

Adult Education Fund The Adult Education Fund is used to account for resou~s committed to 
adult education programs maintained by the District. · 
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CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Child Development Fund The Child Development Fund is used to account for resources committed 
to child development programs maintained by the District. 

Cafeteria Fund/Account The Cafeteria Fund/ Account is used to account for thti financial 
transact;ions related to the food service operations of the District. 

Deferred Maintenance Fund The Deferred Maintenance Fund is used for the purpose of major 
repair or replacement of District property. 

Charter Schools Fund The Charter Schools Fund exists as an option to separately report the activity 
of charter schools. 

Debt Service Funds The Debt Service Funds are used to account for the accumulation of resources for, 
and the payment of, gcnerltl long-term: debt principal, in~ and related costs. The District maintains 
the following debt service funds: 

Bond Interest and Redemption Fnnd The. Bond Interest and Redemption Fund is used to account 
for the accumulation of resources for, and the repayment of, district bonds, interest, and related costs. 

COP Debt Service Fund The COP Debt Service Fund is W!ed to account for the interest and 
redemption of principal of Certificates of Participation. 

Cap.ital Projects Fun4s The Capital Projects Funds are.used to account for the acquisition and/or 
construction of all major governmental general fixed assets. The District maintains the following capital 
projects funds: 

Capital Facilities Fund T!ie Capital Facilities Fund is used to account for resources received from 
de".eloper impact fees assessed under provisions of the California Environmental Quality Act · 
(CEQA). 

State School Building Lease-Purchase Fund The State School Building Lease-Purchase Fund is 
used primarily to account for State apportionments provided for construction and reconstruction of 
school facilities (Education Code Sections 17070-17080). 

Fidu~iary Funds Fiduciary fund reporting focuses on net 11Ssets and changes inn~ assets. The fiducimy 
fund category has one classification: ageney funds. 

Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of results of 
operations. The District's ageney fund accounts for student body activities (ASB). 

E. _Basis of Accounting- Measu~ent Focus 

Government-Wide Financial Statements The government-wide fmancial statements are prepared using the 
economic resources measurement fqcus and the accroal basis of accounting. This is the SBI!le approach used 
in the preparation of the proprietary fund financial atatements, but differs from the manner in which 
governmental fund finencial statements are prepared. 
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CERES UNIFIED SCHOOL J>ISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30. 2003 

The go:vemment-wide financial statemen,t of ~vities presents a comparison between direct expenses for 
each govermnental program. Direct expenses arc those that are specifically associated with a sDTVice. 
program, or department and are therefore clearly identifiable to a particular function. The District does not 
allocate indirect expenses to functions in the Statement of Activities. Program revenues include charges paid 
by the recipients of the goods or services offered by the programs and grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular program.. Revenues that are not 
classified as program revenues _are presented as general reveDues. The comparison of program revenues and 
expenses identifies the extent to which ea\lh program or business segmept is self-financing or draws from the 
general rev~nues of the District. 

Net assets should be reported as restricted when constraints placed on .net asset use are either externally 
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other 
governments or imposed· by law through constitutional provisions or enabling legislation. The net assets 
restricted for other activities result from special revenue funds and the restrictions 011 their net asset use. 

Fund FuumciaJ Statements Fund financial statements report detailed information about the Oistrict Tho 
focus of governmental financial statements is on major funds rather than reporting funds by typo. Each major 
fund is presented in a separate column, Non-major funds are aggregated and presented in a single column. 

Governmental Fund.s All govcrmnental funds are accounted for using a flow of current financial 
resources measurement focus and the modified accrual basis of accounting. With this measurement 
focus, only cunent assets and current liabilities gi;nerally are included on the balance sheet. The 
~fatllment of revenues, expenditures, and changes in fund balance reports on the sources (revenues and 
other financing SQurces) 11,lld uses (expenditures and other financing uses} of current financlaJ resources. 
This approach differs from the manner in which the gov.eromental activities of the ;overrunent-wide 
financial statements are prepared. Govemmental fund financial statements therefore include 
reconciliation with brief explanations to better identify the relationship between the government-wide 
financial statements and the statements for the governmental funds on a modified accrual basis of 
accounting and the current financial resources measurement focus. Under this basis, revenues are 
recognized in the accounting period in which they become measurable and available. Expenditures are 
recognized in the accounting period in which the fund liability is.inCWTed, if measurable. 

Fiduciary Funds Fiduciary funds are.accounted. for using the flow of economic resources measUl'ell!ent 
focus and the accrual basis of accounting. 

Revenues - Exchange and Non~change Transactions Revenue resulting from exchange transactions, in 
which each party gives and receives essentially equal value, is recon:led on the accrual basis when the 
exchange takes place. On a .modified accrual basis, revenue is recorded in the fiscal year In '11'hich the 
resources are measurable and become available. Available means that the. resourc.es will be collected within 
the current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the 
current fiscal year. For the D~ct, available means expected to be received within 60 days of f!SClll year
end. 
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CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Non-exchange transactions, in which the District receives value without directly giving equal value in mum, 
include property taxes, certain grants, entitlements, and donations. Revenue from property tax.es is 
recognized in the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility 
requjrements include time lll!d purpose requirements. On a modified accrual ba,sis, revenue from non
exchange transactions must also bl! available before it can be recognized. 

Under the modified accrual basis, the following revenue sources are cons.idercd to be both. measurable and 
availab~e at fiscal year-end: State apJ)Qltionments, interest. certain grants, and other local sources. 

Deferred Revenue Defe!Ted revenue arises when p.otential revenue does not meet both the "measurable" an.d 
"available'' criteria for recognition in the current period or when resources are received by the District prior to 
the incurrence of qualifying expenditures. In subsequent. periods, when both revenue recognition criteria are 
met, or when .the District has a legal claim to the resources, the liability for deferred revenue is removed from 
the combined balance sheet 11,lld revenue is recognized. 

Certain grants received before the eligibility requirements are m.et and recorded as deferred revenue. On the 
governmental fund financial statements, receivables that will not be collected within the available period are 
also recorded as deferred revenue. 

Expenses/Expeuditure!! ~ the accrual basis of accounting, expellSeS are recognized at the time they are 
incurred. The m~nt focus of goveIDlllental fund accounting is. QD decreases in net financial resources 
( expenditures} rather than expenses. Expenditures arc generally recognized in the accounting period in which 
the. related fund liability is incurred, if measurable. Principal and interest on general Jong-term debt, ·which 
bas not matured, are recognized when paid in the governmental funds. Allocations of costs, such as 
depreciation and amortization, are not recognized in the governmental funds. 

.F. Cash and Cash Equivalents 

The District's cash, and cash equivalents are considered to be cash on band, demand deposits, and short-term 
investments with origiJ;ial maturities of three months or less from the date.of acquisition. Cash equivalents 
also include cash with county treasUJy balances for purposes of the statement of cash flows. 

G. Investments 

Investments held at June 30, 2003, with original maturitie.s greater .than one year are stated at fair valµe. Fair 
value is estim~ based on quoted market prices at year-e11d. All investments not required to be reported at 
fair value are stated at ·cost or amortized cost. 
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CERES UN1FUID SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

H. Restricted Assets 

Restricted assets arise when restrictions on their use change the nonnal understanding of the availability of 
the asset. Such constraints are either imposed by creditors, contributors, grantors, or laws of other 
governments or imposed by enabling legislation. Restricted assets in the General and Debt Service Fund 
represent cash and cash equivalents required by debt covenants and Federal and State agencies to be set aside 
by the District for the purpose of satisfying certain requirements of the bonded debt i_ssuance for the 
requirements of Federal and State programs. 

I, Prepaid Expenditures 

Prepaid expenditures ( expenses) represent amounts paid in advance of receiving goods or services. The 
District has the option of reporting an expenditure in governmental funds for prepaid items either when 
purchased or during the benefiting period. The District has chosen to report the expenditures whCD incurred. 

J. Stores Inventory 

Inventories consist of expendable food and supplies held for coni?lllllption. Inventories are stated at cost, on 
the weighted average basis. The costs of inventory items are recorded as expenditures in the governmental 
type funds. 

K. Capital Assets and Depreciation 

The accounting and reporting treatment applied to the capital assets associated with a fund are detennined by 
its measurement focus. General capital assets are long-lived assets of the District as a who.le. The District 
maintains a capitalization threshold of~S,000. Tile District does not possess any infrastructure. 
Improvements are capitalized; the costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend an asset's life are not capitalized, but. are expensed as incurred. 

When purchased, such assets are recorded as expenditures in the governmental funds and capitalized. The 
valuation basis for general capital assets are historical cost; or where historical cost is not available, estimated 
historical cost based on replacement cost. Donated capital assets are capitalized at estimated fair market value 
on the date donated. 

Depreciation of capital assets is computed and recorded by the straight-line method. Estimated useful lives of 
the various classes of depreciable capital assets are as follows: buildings, 20 to SO years; 
improvements/inftastructure, 5 to 50 years; equipment, 2 to 15 years. 

L. Interfund Balances 

On fund financial statements, receivables and payables resulting from short-term interfund loans are classified 
as ''interfund receivables/payables." These amqunts are eliminated in the governmental and business-type 
activities columns of the statement of net assets. 
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CERES UNIFJED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

M. Compensated Absences 

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The 
entire compensated. absence liability is reported on the government-wide financial statements. For 
governmental funds, the current portion of unpaid compensated absences is the amount that is normally 
expected to be paid using expendable available financial resources. These amounts are recorded in the 
accounts payable in the fund from which the employees who have accumulatc.d leave are paid. The non
current portion of the liability is reported in the General Long-term Debt Account Group. In proprietary 
funds, the entire amount of compensated absences is reported as a fund liability. 

Sick leave is accumulated without limit for each employee at the rate of one day for each month worked. 
Leave with pay is provided when employees are absent for health reasons; however, the employees do not 
gain a vested right to accumulated sick leave. Employees are never paid for any sick leave balance at 
termination of employment or any other time. Therefore, the value of accumulated sick leave is not 
recognized as a liability in the District's financial statements. However, credit for unused sick leave is 
applicable to all classified·school members who retire after January 1, 1999. At retirement, each member will 
receive .004 year of service credit for each day of unused sick leave. 

N. Accrued Liabilities and Long-Term Obligations 

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial 
statements, 

In general, governmental fund payables and accrued liabilities that, once incurred. are paid in a timely manner 
and in full from current financial resources are reported as obligations of the funds. 

However, claims and judgments, special tennination benefits, and contractually required. pension 
contributions that will be paid from governmental funds are reported as a liabili1y in the. fund financial 
statements only to the extent that they are due for payment during the current year. Bonds, capital l~, and 
long-term loans are recognized as a liability on the fund financial statements when due. 

O. Funil Balance Reserves and Designations 

The District reserves those portions of fund equity which are legally segregated for a specific future use or 
which do not represent available expendable resources and therefore are not available for appropriation or 
expenditure. Unrese~ed fund balance indicates tMt portion of fund equity which is available for 
appropriation in future periods. Fund equity re_seives have been established for revolving cash accounts, 
stores inventories, prqiaid expendmires (expenses), and legally restricted grants and entitlements. 

Designations of fund balances consist of that portion of the fund balance that has been designated (set aside) 
by the governing board to provide for specific purposes or uses. Fund equity designations have been 
established for economic uncertainties, and other purposes. 
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CERES UNIFIED SCHOOL msTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

P. Net Assets 

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of 
related debt consists of capital assets, net of accwnulated depreciation, reduced by the outstanding balances of 
any borrowings used for the acqui$.ition, cons1ruction or improvement of those assets. Net assets are reported 
as restric:ted when there are limitations imposed on their use either through the enabling legislation adopted by 
the District or thr<>ugh external restrictions imposed by creditQrs, grantors, or laws or regulations of other 
governments. The Di$ict applies restricted resources when an expense is. incurred for purposes for which 
both restricted and unrestricted net assets are available. 

Q, lnterfond Activity 

Transfi;rs between governmental activities on the. government-wide financial statements are reported in the 
$81lle manner as general revenues. 

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/ 
expenses in the purchaser funds. Flows of cash or goods :from one fund to another without a requirement for 
repayment are reported as interfund transfers. Int:erfund transfers are reported as other financing sources/uses 
in governmental funds. Repayments ftom funds responsible for particular expenditures/expenses to the funds 
that initially paid for them are not presented on the financial statements. 

R. Estimates 

The preparation of the f'mancial statements in conformity with accounting principles generally accepted in the 
United l!tates of America requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. Actual results may differ :from those estimates. 

S. Bndgetary Data 

The budgetary process is prescribed by provisions of the California Education Code and.requires the 
governing board to hold a public hearing and adopt an operating budget no later than July I of each year. The 
District governing board satisfied these requirements. The adopted. budget is subject to amendment 
throughout the year to give consideration to unanticipated revenue and expenditures primarily resulting :from 
events unknown at the time of budget adoption with the legal restriction that expenditures cannot exceed 
appropriations by major object account 

The amounts reported as the orl~al budgeted amounts in the budgetary statements reflect the amounts when 
the original appropriations were adopted. The amounts reported as the final budgeted amounts in the 
budgetary statements reflect the amounts after all .budget amendments have been accounted for. 

T. Property Tip: 

Secured property taxes attach as an enforceable lien on prop=rty as of January 1. .Taxes_ are payable in two. 
.installments on November 1 and Februazy l and become delinquent on December JO.and April 10, 
respectively. Unsecured property taxes are payable in one installment on or before August 31. The County of 
Stanislaus bills and collects the taxes on behalf of the District Local property tax revenues are recorded when 
received. . . . 
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CERES UNIFIED S~OOL DISTRICT 

NOTES. TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NQTE 2 ~ CIIANGES IN ACCOUNTING PRINCIPLES 

For the fiscal year ended June 30, 2003, the District has implemented Governmental Accounting Standards Board 
(GASB) Statement No. 34, "Basic Financial Statements - and Management's Discussion and Analysis - for State 
and I.,cx:al Governments,'' GASB Statement No .. 36, "Receipt Reporting for Certain Shared Nonexchange 
Revenues", GASB Statement No. 37, "Basic Financial Statements for State and Local Governments: Omnibus", 
GASB Statement No. 38, "Certain Financial Statement Note Disclosures", and GASB Statement No. 41, 
"Budgetary Comparison Schedules - Perspective Difference". As a result, the financial statements for the first 
time include 1) a Management Discussion and Analysis (MD&A) section providing an analysis of the District's 
overall financial position and results of operations, 2) f'mancial statements prepared using full accrual accounting 
for all of the District's activities, and 3) a change in the fund financial statements to focus on the major funds. 
These and other changes are reflected in the accompanying financial statements. inclµdinS notes to financial 
statements. 

NOTE 3 -DEPOSITS AND INVESTMENTS 

A, Policies and Practices . . . 

The District is considered ·to .be an involuntary participant in an .external investment pool since the District is 
req~ to deposit all receipts and collections of monies with their county treasurer (Education Code Section 
41001 ). In addition, the District. is authorized to maintain deposits with. certain financial institutions that are 
federally insured up to SI 00,000. 

The District is also authorized to make direct investments fa local agency bonds, notes, or warrants within the 
state; U.S. Treaswy instruments; registered State warrants or treasury notes; securities of the U.S. 
Government. or its agencies; bankers acceptances; commercial paper; certificates of .deposit placed with 
commercial banks and/or savings and loan companies; repurchase or.reverse repurchase agreements; medium 
term corporate.notes; shares of beneficial interest issued by diversified management companies, certificates of 
participation, obligations with first priority security; and collateralized .mortgage o),ligations. 

B. Deposits 

At year-end, the can:ying amounts.of the District's deposits were $388,982. for governmental activities and 
$271,944 held in fiduciary funds. The bank balances totaled S549,683. Of the bank balances, S340,6~3 was 
covered by Federal deposit insurance and $209,030 was covered by pooled and/or pledged collateral. but not 
necessarily held in the District's name (uncollateralized, risk Category 3). The remaining SO bank balance 
was covered by surety b<>nd insurance in the District's name (Category 2). 
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CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

C. Investments 

The District's investments are categorized to give an indication of the level of risk assumed by the District at 
year-end. Categocy l includes inves1ments that are insured or regi&tered or for which the securities are held 
by the District or its agent in the District's name. Categoiy 2 includes uninsured and unregistered investments 
for which the counterparty's trust department or agent in the District's name holds the securities. Category 3 
includes uninsured and unregistered investments for which the securities are held by the financial institution's 
trust department or agent but not in the District's name. Deposits with the County Treasury and investments 
in the State Treasurer's Investment Pool are not categorized because they do not represent securities, which 
~st in physical or book entry form. The Local Agency Investment Fund (LAIF) is an external investment 
pool sponsored by the State of California authorized under Section I 6429.1, 2, and 3 of the California 
Govenunent Code. The fund is a voluntary program created by statute as an investment alternative for 
California local governments and special districts and is administered by Califomia State Treasurer. The 
deposits with county treasury and the State pool's investments are valued using the amortized cost method 
(\Yhich approximates fair value). The fair values were provided by the county and State treasurers for their 
respective pools. 

The investments at June 30, 2003, are as follows: 

Uncategorized 
Guaranteed investment contract 
Deposits with county treasurer 
Investment in state treasurer's pool 
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Reported Fair 
Amount Value 

$ 1,322,550 
50,131,825 

29,693 
$ 51,484,068 

$ 1,322,550 
50,382,484 

29,844 
$ 51,734,879 

CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 4 -RECEIVABLES 

Receivables at June 30, 2003, consisted of intergovernmental grants, entitlements, interest and other local sources. 
All receivables are considered collectible in full. 

County School Non-Major Total 
General Facilities Governmental Governmental 

Fund Fund Funds Activities 
Federal Government 

Categorical aid s 651,313 s $ 320,851 s 972,164 
State Govcrmnent 

Appoi:tionment 3,341,812 110,682 3,452,494 
Categorical aid · 1,231,329 55,163 1,286,492 
Other state 469,019 2,519,700· 85,240 3,073,959 

Local Govemment 
Interest 37,425 10 37,435 

Other Local Sources 735,276 2,358 110,734 848,368 
Total s 6!466,174 $ 2,522,058 s 682,680 $ 9,670,912 

NOTES - CAPITAL ASSETS 

Capital as~t activity (or the fiscal year ended June 30, 2003, was as follows: 

Balance Balance 
Jull'.1,2002 Additions June 30, 2003 

Governmental Activities 
Capital Assets Not Being Depreciated 

Land $ 6,452,291 s 204,820 $ 6,657,111 
Construction in process 8,464,975 8,464,975 

Total Capital Assets Not Being Depreciated 6,452,291 8,669,795 15,122,086 
Capital Assets Being Depreciated 

Land improvements 3,202,605 34,038 3,236,643 
Buildings and improvements 29,996,107 304,226 30,300,333 
Furniture and equipment 3,508,959 189,035 3,697,994 

Total Capital Assets Being Depreciated 36,707,671 527,299 37,234,970 
Less Accumulated Depreciation 

Land improvements 2,393,382 93,102 2,486,484 
Buildings and improvements 8,805,894 687,623 9,493,517 
Furniture and equipment 1,943,366 27,684 1,971,050 

Total Accumulated Depreciation 131142,642 808,409 13,951,051 
Governmental Activities Capital Assets, Net $ 30,017,320 $ 8,388,685 $ 3 8,406,005 
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CERES UN_IF~D SCHOOL DISTRICT 

NOTES TO FINANCIAL STATE~NTS 
~30,2003 

Depreciation expense was charged to governmental and business-type functions as follows: 

Governmental Activities 
Total Depreciation Expenses Governmentiµ Activities 

NOTE 6 • INTER.FUND TRANSACTIONS-

A. Interfnnd Receivables/Payables ffine To/Doe From) 

s 808,409 

lnterfund receivable and payable balances at June 30, 2003, between major and nonmajor governmental 
funds, nonmajor enterprise funds, internal service funds, and fiduciary funds are as follows: 

General 
Charter School 
County School Facilities 
State Schoo!Building 

Total 

B. Operating Transfers 

Jnterfund 
Receivables 

$ 43,707 
38,988 
38,844 

$ 121,539 

Jnterfun~ transfers for the year ended June 30, 2003, consisted of the following: 

The General Fund transferred to the Deferred Maintenance Fund for the State match. 
The Capital Facilities Flll!d transferred to the County School Facilities Fund for 
applicable construction costs. 

The Capital Facilities Fund transferred to the Cafete~ Fund for the cost of 
reimbursements. 

·The General Fund transferred to the Adult Education Fund for a temporary loan. 
The Capital Fac.ilities Fund transferred to the GeneraJ Fund the. capital improvement 
reserve for spending flexi"bility. 
The Capital Facilities Fund transferred to the Debt Service Fund for payment of 
COPs obligation. 

The General Fund transferred to the Cafeteria Fund to reimburse costs. 
The County School Faciliti~ Fund transferred to the Building fund to repay for land 
purchase. 
The General Fund transferred to the Charter School for temporary loim. 
The Charter School transferred to the General Fund to reimburse costs. 

Total 

31 

Interfund 
Payables 

$ 38,988 
43,707 

38,844 
$ 121,539 

$ 340,958 

157,933 

117 
16,000 

205,867 

282,572 
10,495 

l,5Q5,152 
38,988 

10 
$2,558,692 

CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Interfund transfers are used to (1).move revenues from the fund that statute or budget requires to collect them 
to the fund that statute or budget requires to expend them, (2) move receipts restricted. to debt service from the 
funds c;ollecting the receipts to the debt service fund as debt service payments become due, and (3) use 
unrestricted revenues collected in the general fund to finance various programs accounted for in other funds in 
accordance with budgetary autbQrizations. 

NOTE. 7 -ACCOUNTS PAYABLE 

Accounts payable at June 30, 2003, consisted of the following: 

County School 
General Building Facilities 

Fund ·Fund Fund 
Vendor payables $1,159,835 $1,168,609 $ 131,901 
Accrued payroll 2,740,410 112,402 
TRANS 1,310,000 

Total $5,210,245 $1,168,609 s 244,303 

NOTE 8 ~DEFERRED R$VENUE 

Deferred revenue at June 30, 2003, consists of the following: 

Federal financial lllJSistance 
State categorical aid 
Other local 

Total 

$ 

$ 
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General 
Fund 
726,241 
70,543 
6,248 

803,032 

Non-Major Total 
Govenunental Governmental 

Funds Activities 
$ 385,702 $ 2,8%,047 

2,852,812 
1,310,000 

$ 385,702 $ 7;008,859 

Non-Major Total 
Gov.~tal Governmental 

Funds Activities 
$ $ 726,241 

24,337 94,880 
34,605 40,853 

$ 58,942 $ 861,974 
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CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 9-LONG-TERM LIA.BILlTIES 

A. Long-Term Debt Summary 

The changes in the District's long-term obligations during the year consisted of the following: 

Balance Balance 
Jul~ 1, 2002 Additions Deductions June 30, 2003 

General Obligation Bonds 
2001 - Series A $19,877,257 $ 17,420 $ $19,894,677 
2001 - Series B 5,139,187 S,139,187 

Certificates of Participation 
2001 2,355,000 3,105,000 2,545,000 2,915,000 

EPA Loan - As pestos 646,017 73,482 572,535 
STRS Retirement 103,519 45,077 102,060 46,536 
Accumulated vacation - net 212,286 10,723 223,009 
Capital leases 525,936 84,416 441,520 

$23,720,015 $8,317,407 $2,804,958 $29,232,464 

Duein 
One Year 

$ 

230,000 
73,482 
46,536 

223,009 
86,773 

$659,800 

.Payt!lents on the general obligation bonds are.made by the bond interest and redemption fund with local 
revenues. Payments.for the CertificaJ;es of Participation are made by the COP Debt Service Fund. The 
accrued vacation will be paid by the fund for which the employee worked. All other debt service payments 
will J,e made hY. the General Fund. 

B. Bonded Debt 

The outstanding general obligation bonded debt is as follows: 

Bonds Bonds 
Issue Maturity Interest Original Outstanding Accreted Outstanding 
Date Date Rate Issue Jul;)! 1, 2002 Issued Interest June 30, 2003 

5~002 2/1/2027 3.0-6.75% $19,877,257 $19,877,257 $ - $17,420 $19,894,677 
11/lSl/2002 8/1/2Q35 3.0-6.75% 5,122,549 511221549 161638 5,139,187 

$19,877,257 $5,122,549 $34,058 $25,033,864 
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CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Debt Service Requirements to Maturity 

The 2001 - Series A Bonds ma1!.lre through 2027 as follows: 

Fiscal Year Principal 
2004 $ 
2005 285,000 
2006 335,000 
2007 385,000 
2008 440,000 

2009-2013 3,130,000 
2014-2018 5,190,000 
2019-2023 8,155,000 
2024-2027 1,957,257 
Subtotal 19,877,257 

Accreted interest 17,420 
Total $19,894,677 

The 2001 - Series B Bonds mature through, 2037 as follows: 

Fiscal Year Principal 
2028-2032 $ 2,977~71 
203,3-2037 2,144,578 
Subtotal 5,122,549 

Accreted interest 16,638 
Total $ 5,139,187 
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lnterMto 
Maturi~ Total 

$ 831,562 $ 831,562 
827,287 1,112,287 
817,988 1,152,988 
8()5,262 1,190,262 
788,763 1,228,763 

3,619,644 6,749,644 
2,724,825 7,914,825 
1,088,375 9,243,375 
6,777,743 8,735,000 

18,281,449 38,158,706 
!17,420) 

$18,264,029 $ 38,158,706 

Interest to 
Maturi~ Total 

$ 11,622,029 $ 14,600,000 
11,445.422 13.590.000 
23,067,451 28,190,000 

(16,6382 
$ 23,050,813 $ 28,190,000 



CERES UN1FIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Total General Obligations Bonds outstanding: 

Fiscal Year 
. 2004 
2005 
2006 
2001 
2008 

2009-2013 
2014-2018 
2019-2023 
2024-2027 
2028-2032 
2033-2037 
Subtotal 

Accreted interest 
Total 

C. Certificates of Participation 

Princieal 
$ 

285,000 
1335,00Q 
385,000 
440,000 

3,130,000 
5,190,000 
8,155,000 
l,957,257 · 
2,977,971 
2.144,578 

24,999,806 
34,058 

$ 25,033!864 

Interest to 
Maturi!l Total 

$ 831,562 s 831,562 
827,287 1,112,287 
817,988 1,152,988 
805,262 1,190,262 
788,763 1,228,763 

3,619,644 6,749,644 
2,724;&25 7,914,825 
1,088,375 9,243,375 
6,n7,743 8,735,000 

11,622,029 14,600,000 
11,445,422 13,590,000 
41,348,900 66,348,706 

{34,058) 
$41,314,842 $ 66,348, 706 

On March 31, 2001, the Ceres Unified School District Financing Corporation issued certificates of 
participation in the amount of $2,355,000 with interest rates ranging from 3 .45 to 4.45 percent. At 
June 30, 2002, the principal balance outsmnding was $2,355,000. The Certificates were issued for a land 
acquisition for the new high school. The District refunded the debt on July l, 2002, with a new Certificates of 
Participation issue of$3,105,000. The $2,355,000 on the 2001 debt was paid off. Interest rates on the 2002 
Certificate$ of Participation range from 2.00 to 3.75 percent. At June 30, 2003, the principal balance 
outstanding was $2,915,000. brterest is payable December l and June l beginning on December 1, 2002. 
Principal payments are due each June 1 beglll!ling on June 1, 2003. 
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The certificates mature through 2011 as follows: 

Year Ending 
June 30, 

2004 
2005 
2006 
2007 
2008 

2009-2011 
Total 

D. EPALoans 

Prlnciea1 
s 230,000 

695,000 
895,000 
260,000 
270,000 
565,000 

$ 2,915,000 

Interi:st Total 
s 83,196 $ 313,196 

78,596 773,596 
62,090 957,090 
37,478 297,478 
29,678 299,678 
31,454 596!454 

$ 322,492 $ 3,237,492 

The District has entered. into a loan with the Environmental Protection Agency which is being repaid in equal 
11I11111al installments of$7,265. The District also .has a loan for the removal of asbestos with the same agency 
with require\! !lllllual payments of $66,217. No interest cost is applicable to either loan. The Debt Service 
requirements are as follows: · 

Year Ending 
June 30, 

2004 
2005 
2006 
2007 
2008 

2009-2013 
Total 

E. STRS Retirement 

Ammmt 
$ 73,482 

73,482 
73,482 
73,48i 
73,482 

205,125 
$ 572,535 

The District has an early retirement program, whereby an annual payment is made for each participant of 
which there were ten at June 3Q, 2003, fQr a.total liability of$46,536. · 

F. Accumulated Unpaid Employee Vacation 

The long~term portion of accumulated IUlpaid employee vacation for the District at June 30, 2003, amounted 
to $223,009. 
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CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

G. Capital Leases 

·The District has entered into various capital lease arrangements and has recorded capital assets in the amount 
of$441,S20 with cotTesponding accumulated depreciation of$235,332 at June 30, 2003. The District's 
liability on lease agreements with options to purchase are summariz.ed below: 

(9) 
Buses 

Balance, July 1, 2002 $ 398,747 $ 
Payments 58,096 
Balance, June 30, 2003 $ 340,651 $ 

The capital leases have minimum lease payments as follows: 

Year Ending 
June 30, 

2004 
2005 
2006 
2007 
2008 

2009-2013 
Total 

Less: Amount Representiilg Interest 
Present Value of Minimum !.,ease Payments 
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Freezer 
49,914 
16,661 
33,253 

Preschool 
Portable 

$ 77,275 
9,659 

$ 67,616 

Total 
$ 525,936 

84,416 
$ 441,520 

Lease 
Payment 

$ 106,295 
106,295 
89,738 
89,174 
89,174 
19,318 

499,994 
58,474 

$ 441,520 

CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 10.-FUNDBAMNCES 

Fund balances with reservations/designatio)Js are composed of the following elements: 

County School 
General Building Facilities 
Fund Fund Fund 

Reserved 
Revolving cash $ 23,000 $ $ 
Stores inventory 
Prepaid expenditures 10,014 
Restricted programs 759,196 

Total Reserved 792,210 
Unreserved 

Designated 
Other designation 11877,630 

Total Designated 1,877,630 
Undesignated 2,642,047 20,800,032 24,678,521 

Total Umeserved 4,519,677 20,800,032 24,678,521 
Total $ 5,3Il,887 $ 20,800,032 $ 24,678,521 

NOTE 11-POSTEMPLOYMENT BENEFITS 

Non-Major 
Governmental 

Funds 

$ 
98,818 

98,818 

2,892,703 
2,892,703 

$ 2,991,521 

The District provides postcmployment health care benefits, in accordance with District employment ccn~ts, to 
all employees who retire from the District on or after attaining age fifty-five with at least ten years of service. 
Currently, 54 employees meet those eligibility requirements. The District contributes 100 percent of the amount 
of premiums incurred by retirees and their dependents. Expenditures for postemployment benefits are recognized 
on a pay-as-you-go basis, as premiums are paid. During the year, expenditures of$103,355 were recognb:cd for 
retirees' health care benefits. 

The approximate accumulated future liability for the District at June 30, 2003, amounts to $321,051. This amount 
was calculated baseg upon the number of retirees receiving benefits multiplied by the yearly district payment per 
employee in effect atJune 30, 2003, multiplied by the number of years of payments remaining. 
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CERES UNIFIED S~HOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30t 2003 

NOTE JZ-RISKMANAGEMBNT 

A. Property and Liability 

The District is exposed to various risks of loss related to torts; theft of, damage to, and. destruction of assets; 
errors and omissions; injuries to employees and natural disasters. During fiscal year ending, the District 
contracted with Central Region Schools' Insurance Group for property and liability insurance coverage. 
Settled claims have not exceeded this commercial COVCl'Bge in any of the past three years. There has not been 
a significant reduction in coverage from the prior y.ear. 

B. Workers' Compensation 

For fiscal year 2003, the District participated in the Central Region Schools' Insurance Group ("CRSIG"), an 
insurance purchasing pool. The intent of CRSIG is. to !lChieve the benefit of a reduced premium for the 
District by virtue of its grouping and representation with other participants in CRSIG. The workers' 
compensation experience of the participating districts is calculated as one experience and a COllllllOn premium 
rate is applied to all districts in CRSIG. Each participant pays its workers ' compensation premium based on 
its individual rate. l'oUll savings are then calculated and each participant's individual perfonnance is 
compared to the overall savings percentage. A participant will then eit)ler receive money from or be required 
to cQntribute to the "equity·pQoling fund." This "equity pooling" arrangement insures that each participant 
shares equally in the overall performance of CRSIG. Participation in CRSIG is limited to districts that~ 
meet CRSIG selection criteria. The fimi of Keenan & Associates provides administrative, cost control, and. 
actuarial services to the GRP. 

C. Employee Medical Benefits 

The District has contracted with the Central Region Schools' Insurance Group to provide employee medical 
and surgical benefits. CRSIG is a shared risk pool. Rates are set through an annual calculation process. The 
District pays a monthly contribution, which is placed in a common fund from which.claim payments are made 
for all participating Districts. Claims are paid for all participants regardless of claims flow. The Board of 
Directors has a right to rctmn monies to a district subsequent to the settlement of all expenses and claims if a 
district withdraws from the pool. 

NOTE 13 -EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees arc covered under multiple-employer contributory rem-ement plans maintained by agencies 
of the State of California. Certificated ~ploye_es are members of the State Teachers' Retirement System (STRS) 
and classified employees are members of the Public Employees' Retirement Sy~m (PERS). 
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A. .§IM. 

Plan Description 

The District contributes to the California State Teachers' Retirement System (STRS); a cost-sharing multiple
employer public employee retirement system defined benefit pension plan administered by STRS. The plan 
provides retirement and disability benefits and survivor benefits to beneficiaries. Benefit provisiQns aro 
established by State statutes, as legislatively amended, within the State Teachers' Retirement Law. STRS 
issues a s_eparate comprehensive annual financial report that includes financial statements and required 
s1,1pplementary infomiation. Copies of the STRS annual financial.report may be obl!!ined from STRS, 
7667 Folsom Blvd., Sacramento, CA 95826. 

Funding Policy 

Active plan members are requued to-contribute 8.0 percent of~eir salaiy and the District is required to 
contrib$ an actuarially determined rate. T)le actuarial methods and assumptions used for detemiining th_e 
rate arc those adopted by STRS Teachers' Re~ement Board. The required employer contribution rate for 
fiscal year 2002-2003 was 8.25 percent of annual payroll. The contribution requirements of the plan members 
are establishe4;1 by State statute. The District's contributions to STRS for the fiscal years ending 
June 30, 2003. 2002, a_nd ~001, were $2,943,423, $2,953, l l l, and $2,384,278, f(lspectively, and equal 
l 00 percent of the required contributions for each year. · 

B. PERS_ 

Plan Description 

The District contributes to the School Employer Pool under the California Public Employees' Retirement 
System (CalPERS); a cost-sharing multiple-employer public employee retirement system defined benefit 
pension plan administered by CalPERS. The plan provides retirement and disability benefits, annual cost-of
living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions arc e!itablished 
by State statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS issues a 
separate comprehensiv~ annual financial report that includes financial statements and required supplementary 
information. Copi~ of the CalPERS' annual financial report may :be obtained from the CalPERS Executive 
Office, 400 P Street, Sacramento, CA 95814. 

Funding Policy 

Active plan members are required to contribute 7.0 percent Qftheir salaiy and the District is r1.1quired to 
cQI!tribute an actuarially determined rate. The actuarial methods and assumptions used for detemiining the 
rate are f4ose adopted by the CalPERS Board of Adtninistration. The required employer contnl>ution rate for 
fiscal year 2002-2003 was 2.894 percent of annual payroll (decreasing to 2.771 percent of pay under a special 
funding situation effective with the Febi:uary 2003 payroll period.due to the State's direct reimbursement to 
CalPERS of the cost for certain legislated benefit increases in the plan). '!he contnl>ution requirements of the 
plan members Brl' established by State statute. The District's contributions to CalPERS for- the fiscal years 
ending June 30, 2003, 2002, and 2001, were $236.,771, $0, and $0, respectively, and equal 100 percent of the 
required contnl>utions for each year .. 
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C. Other Information 

Under STRS law, certain early retirement incentives require the employer to pay the present value of the 
additional benefit which may be paid on either a current or deferred basis. The District has obligations to 
STRS totaling $46,536 for early retirement incentives granted to terminated employees. 

D. Social Security 

As established by Federal law, all public sector employees who are not memb,~ of their employer's existing 
retirement system (STRS or PERS) iµust be covered by social security or an ~ative plan. The District has 
elected to use Social Security as its alternative plan. Contnoutions made by the District and an employee vest 
immediately. The District contributes 6.2 percent of an employee's gross earnings. An employee is required 
to contnoute 6.2 percent of his or her gross earnings to the pension plan. 

E, On Behalf Payments 

The State of California makes contributions to STRS ani;i PERS on behalf of the District. These payments. 
consist of State General Fund contributions to STRS in the amount ofSl,588,494 (4.475 percent of salaries 
subject to STRS) and contnoutions to PERS in the amount of $9,317 (0.092 percent of salaries subject to 
PERS), for the year ended June 30, 2003. Under accounting principles generally accepted in the United 
States of America, these amounts are to be reported as r;evenues and expenditures, however, guidance. 
received :from the California Department of Education advises local educational agencies not to record these 
amounts in the Annual F~ial and Budget Report. These amounts also have not been recorded in the~e 
fmancial statements. 

NOTE 14- COMMITMENTS AND CONTINGENCIES 

A. Q!!Y!!! 

Tlie District received_ financial assistance from, Federal and Sta~ agencies in the form of grants. The 
disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed 
claims resulting from such audits could become a liability of the general fund or other applicable funds. 
However, in the opinion of management, any such disallowed claims will not have a material adverse effect 
on the overall financial position of the District at June 30, 2003. 

B. Litigation 

The District is involved in various litigation arising_ from the normal course of business. In the opinion of 
management and legal counsel, the disposition of all litigation pending is not expected to have a material 
adverse effect on the overall financial position of the District at June 30, 2003 .. 
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C, Operating Leases 

The District has entered into various operating leases for equipment with no lease tenns in excess of one year. 
None of these agreements contain purchase options. All agreements contain a termination clause providing 
for cancellation after a specified number of days written notice to lessors, but it is unlikely that the District 
will cancel any of the agreements prior to the expiration date. 

D. Construction Commitments 

As of June ~O, 2003, the District had the following commitments with respect to the unfinished capital 
projects: 

CAPITAL PROJECT 
CVHS Site Demo/Pipeline 
Whitmore Charter School 
Ceres High Quad Project 
Site Work/Utility Hookup at VP and Endeavor 
Central Valley High School 

Remaining 
Construction 
Commitment 
$ 20,647 

96,831 
2,312,602 

25,000 
26,030,174 

$ 28,485,254 

Expected 
Date of 

Completion 
11/30/03 
11/30/03 
02/01/04 
11/30/03 
05/01/05 

NOTE JS-PARTICIPATION IN PUBLIP ENTITY RISK POOLS AND JOINT POWERS AUTHORITIES 

The District is a member of the Central Region Schools' Insurance Group and the Schools Excess Liability Fund 
public entity risk pools. The District pays an annual premium to each entity for its health, and property and 
liability excess coverage. The relationship between the District and the pools is such that the pools are not 
component units of the District for financial reporting purposes. 

These entities have budgeting and financial reporting requirements independent of member ~its and their 
fmancial statements are not presented in these fmancial statements; however, fund transactions between the 
entities and the District are included in these statements. Audited financial statements are available :from the 
respective entities. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

B. Purpose 

C. Pm;Ucipants 

D. Governing Board 

Cen~ Region Schools' 
Inslll'8D.ce Group 

Arranges for and provides 
workers' health and 
welfare, workers' 
compensation and property 
liability coverage. 

Other school districts. 

One representative from 
each member district. 

E. Condensed Audited Flnaucial Information Follows 
·· June 30, 2002* 

Assets S 15,644,043 
Liabilities 1,84 7,683 

Fund Equity $ 13,796,360 

Schools Excess J,,iability 
Fund 

Arranges for excess 
liability insurance. 

Other school districts. 

Oiie Representative from 
e_ach member district 

June 30, 2002* 
$ 112, 124,000 

64,484,000 
$ 47,640,000 

Revenues 
Expenses 

14,123,016 25,829,000 
12~145,411 11,023,000 

Net Increase in Fund Equity $ l,977,605 =$===-==1=4,,..80=6.=00=0= 

*Most current information available. 

None of the JP A's bad long-term debts outstanding~ June 30, 2002. The District's share of year-end assets, 
liabilities, or fund equity has not been calculated. 

!IOTE 16. -E]q'ENDITURES (BUDGET VERSUS ACTUAL) 

At June 30, 2003, the following District major fund ex~ded the budget as follows: 

General Fund 
Certificated salaries 
Classified salaries 
Services and operating expenditures 
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Expenditures and Other Uses 
Budget Actual Excess 

S 34,921,918 
$ 8,486,113 
$ 7,472,867 

$ 34,963,903 =i$=====41==,9~85;= 

s 8,568,089 ... s~==s=1=;,9:i:i16= 
$ 7,735,581- =$====26=2=,7=]4= 

CERES UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 17- CHARTER SCHOOLS 

The District has granted and approved a charter school pursuant to Eduqatlon Code Section 4 7605. The 
Whitmore Charter School was granted and approved in June 2001 for a term of five years commencing 
July 1, 2001. 

For disclosure purposes, the financial activities of the charter school is prese~ in the Charter School Fund. 

NOTE 18 ~ TAX AND REVENUEANTICIPA'l'ION NOTES 

At July 1, 2()02, the District had outstanding Tax and Revenue Anticipation Notes in the amount of $4,015,387, 
which matured on July 3, 2002. On July 3, 2002, tl\e Distri~ issued $1,310,000 of Tex and Revenue Anticipation 
Notes bearing interest at 3.0 percent. The notes were issued. to supplement cash flows. Interest and principal 
were due and payable on July 3, 2003. By June 30, 2003, the District had.placed 100 percent of principal and 
interest in an irrevocable trust for the sole purpose of satisfying the notes. The District was not .~quired to make 
any additional payments Qn the notes. The District has recorded the cash available to make the principal and 
interest payments as .Investments and with the corresponding liability as accounts payable. 

2002 3.5% TRANS 
2003 3.0.o/o TRANS 

Total 

NOTE 19-SUBSEQUENT EVENTS 

Ou~ding 
July 1,2002 

$ 4,015,387 

$ 4,015,387 

Additions 
$ 

1,310,000 
$ 1,310,000 

Outstanding 
Deletions June 30, 2003 

$ 4,015,387 $ 
1,310,000 

$ 4,015,387 $ 1,310,000 

The District issued $6,695,000 of Tax and Revenue Anticipation Notes dated July l, 2003. The notes ~ on 
June 3(), 2004, and yield 1.5 percent interest The notes were sold to supplement cash flow. Repayment 
requirements are that a percentage of principal and intere.s.t be deposited with the Fiscal Agent each month 
beginoingJanuary 2004, until 100 percent of principal and interest due is on account in June 2004. 
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CERES UNIFIED SCHOOL DISTRICT 

GENERAL FUND 
BUDGETARYCOJ.\11PARISONSCHEDULE 
FOR THE YEAR ENDED JUNE 30, 2003 

Variances-
Positive 

Budgeted Amo.ants Q:!~ative) 
(GAAP Basis) Actual Final 

OriG!!al Final {GAAP Basis} to Actual 
REVENUES 

Revenue limit sources $45,057,202 $46,005,932 $ 46,133,130 $ 127,198 
Fede~! sources . 5,094,249 5,507,485 5,217,486 (289,999) 
Other state sources 12,517,218 8,698,095 8,499,826 (198,269) 
Other local sources 4,914,657 4,868,736 5,222~58 353,622 

Total Revenues 67,583,326 65,080,248 65,072,800 (7,448) 
EXPENDITURES 

Current Expenditures: 
Certificated salaries 35, 764,633. 34,921,918 34,963,903 (41,985) 
Classified salaries 8,087,202 8,486,113 8,568,089 (81,976) 
Employee benefits 10;158,343 10,933,352 10,573,092 360,260 
Books and supplies 3,430,341 3,530,004 3,345;128 184,276 
Services lll)d operating e~enditures 7,751,527 7,472,867 7,735,581 (262,714) 
Other outgo 921,136 1,296,766 1;256,779 39,987 

Capital outlay 3,396,040 507,218 140,881 366,337 This page left h/alJk intentionally. 
Debt seivice 166,893 152,998 152,998 

Total Expenditut'll!l 69,676,115 67,301,236 66,737,051 564,185 
Excess (Deficiency) ofRevenul\S 
Ovel" Expenditures (2,092, 789) (2;220,9.88} (1,664,2512 556,737 
Qther Financing Sources (Uses): 

Transfers in 2,520,381 56,337 205,877. 149,540 
Transfers 9ut !233,466) (348,499) {406,441} (57,942) 

Net Financing Sources (Uses) 2,286,915 . (292,162) ~00,564) .. 91,598 
NET CHANGE IN FtJND BALANCES 194,126 (2,513,150) (1,864,815) 648,335 
Fund Balance- Beginning 7,176,702 7,176,702 7,176,702 
Fund Balance - Ending $ 7,370,828 S 4,663,552 $ 5,311,887 $ 648,335 

The accompanying notes are an integral part of these financial statements. 
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GENERAL AND FINANCIAL INFORMATION 

General 

The Cupertino Union School District ( the "District") provides educational services to residents of the 
City of Cupertino and portions of the Cities of San Jose, Saratoga, Los Altos, Sunnyvale, and Santa Clara in 
Santa Clara County. The District serves a population of approximately 129,913. 

The District operates twenty elementary schools (including five elementary schools, fourteen K-6 
elementary schools and one K-8 elementary school) and four middle schools (6-8). 

The District's 2003/04 pupil-teacher ratios are 20: 1 for grades K-3, 31:lfor grades 4-6, and 25:1 for 
grades 7-8. 

The District is governed by a Board of Education consisting of five members. Members are elected to 
four-year terms in staggered years. The day-to-day operations are managed by a board-appointed 
Superintendent of Schools. Dr. William E. Bragg has served in this capacity since May 1997. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D .A. for the last four years and a 
projection for 2004/05. 

CUPERTINO UNION SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/0l(b) 
2001102<b) 
2002/03(b) 
2003/04(c) 
2004/05(c) 

(al Includes grades K-8, home and hospital and special education. 
(bl Audited Financial Statements. 
(cl Estimated - Second Interim Report adopted on March 9, 2004. 
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15,283 
15,303 
15,550 
15,692 
15,742 



Labor Relations 

The District employs 817 full-time equivalent certificated and 440 full-time equivalent classified 
employees. There are three formal bargaining organizations that are active in the District. 

Labor Organization 

California School Employees Association 
Cupertino Education Association 
Service Employees International Union 

Source: The District. 

Investment of District Funds 

CUPERTINO UNION SCHOOL DISTRICT 
Labor Relations 

Number of Employees 

378 
816 
170 

Contract Expiration 

June 30, 2004 
June 30, 2004 
June 30, 2004 

Substantially all of the District's operating funds are held by the Santa Clara County Treasurer and 
invested pursuant to the County's investment policies. The County's cash management and investment 
program is generally coordinated on a "pooled" basis. See "APPENDIX E - SANTA CLARA COUNTY 
- COUNTY INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in AD.A. The District is not a basic aid district. The District has assumed A.D.A. 
growth as reflected in the table above, and 1.84% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 
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(a) 

(b) 

(c) 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002/03 (b) 

2003/04(c) 
2004/05Cc) 

Audited Financial Statements. 
Unaudited Financial Statement. 

CUPERTINO UNION SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$65,723,840 
68,912,575 
71,178,848 
70,860,543 
73,541,770 

Second Interim Report adopted on March 9, 2004. 

Percent of General Fund Revenues 

67.90% 
71.42 
72.92 
69.89 
71.64 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects no change in the number of full-time equivalent certificated or full-time 
equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated salary 
increase for certificated employees, and a 0% negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to increase by .40% in the 2004/05 fiscal year. 

(a) 

(b) 

(c) 

Fiscal Year 

2000/0l(a) 
2001102'•) 
2002103(b) 
2003/04(c) 
2004/05(c) 

Audited Financial Statements. 
Unaudited Financial Statement. 

CUPERTINO UNION SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits Percent of General Fund Expenditures 

$78,750,620 
82,947,037 
86,182,225 
87,401,136 
87,750,701 

83.90% 
84.40 
87.74 
84.27 
85.57 

Second Interim Report adopted on March 9, 2004. 
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Comparative Financial Statements 

The following table summarizes the District's revenues, expenditures and fund balances from fiscal 
year 2000/01 through 2004/05: 

CUPERTINO UNION SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Unaudited Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 2001/02 (a) 2002/03 (b) 2003/04 (c) 2004/05 (c) 

Revenues 

Revenue Limit Sources: $71,178,848 $ 70,860,543 $ 73,541,770 

State Aid $ 6,057,039 $ 2,795,702 

Property Taxes 59,666,801 66,116,873 

Federal Revenue 2,385,777 2,579,063 2,865,129 4,169,562 4,169,562 

Other State Revenue 17,714,020 14,416,392 12,941,978 13,224,123 13,260,594 

Other Local Revenue 10,976,712 10,587,522 10,629,200 13,134,196 11,687,324 

Total Revenues 96,800,349 96,495,552 97,615,156 101,388,424 102,659,250 

Expenditures 

Certificated Salaries 48,162,656 49,494,877 50,232,195 51,102,843 51,398,415 

Classified Salaries 15,603,255 16,890,634 17,576,148 18,678,343 18,751,486 

Employee Benefits 14,984,709 16,561,526 18,373,881 17,619,950 17,600,800 

Books and Supplies 5,578,908 6,739,971 4,849,939 8,155,809 7,525,313 

Services, Other Operating Expenses 7,259,666 8,223,214 6,729,721 8, 156, 181 7,273,535 

Capital Outlay 2,394,115 406,544 424,195 53,405 53,405 

Other Outgo (119,866) (41,439) 42,961 (48,955) (48,956) 

Total Expenditures 93,863,443 98,275,327 98,229,041 103,717,576 102,553,998 

Other Financing Sources/(lJses) 

Interfund Transfers In I Other Sources 186,720 147,634 524,478 570,349 570,349 

Interfund Transfers Out I Other Uses (43,702) (1,437,129) (235,452) (1,453,319) (1,453,319) 

Total Other Financing Sources/(Uses) 143,018 (l,289,495) 289,026 (882,970) (882,970) 

Excess of Revenues Over (Under) Expenditures 3,079,924 (3,069,270) (324,858) (3,212,122) (777,718) 

Beginning Fund Balance 9,382,673 12,462,597 9,393,327 9,068,469 5,856,347 

Ending Fund Balance $12,462,597 $ 9,393,327 $ 9,068,469 $ 5,856,347 $ 5,078,629 

(a) Audited Financial Statements. 
(b) Unaudited Financial Statement. 
(c) Second Interim Report adopted on March 9, 2004. 
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District Debt 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On June 30, 2003, the District issued $8,900,000 in tax and revenue 
anticipation notes due July 1, 2004. The notes are general obligations of the District secured and payable from 
general fund revenues received during, or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "CUPERTINO 
UNION SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Subsequent to the date of the Audited Financial Statement, June 30, 2003, the District issued 2003 
General Obligation Bonds, election of 2001, Series Bin the amount of $29,999,558 on June 24, 2003. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.92 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

CUPERTINO UNION SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July 1, 2004 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Proceeds) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 
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$ 8,856,345 

111,983,891 

(104,007,318) 

$ 16,832,918 

$ 8,754,292 

1.92: 1 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer ofrestricted fund monies, see "THE NOTES-Other District Funds" herein. 

Fund 

Special Revenue Funds 
Cafeteria 
Deferred Maintenance 
Subtotal for Special Revenue Funds 

Capital Project Funds(c) 
Building 
Capital Facilities 
Special Reserve (Capital) 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

Audited Financial Statement. 
The District. 

CUPERTINO UNION SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, June 30, 2004, 
Balance<•> Estimated Balance<b) 

$ 305,408 $ 224,401 
1,158,552 1,264,836 
1,463,961 1,489,237 

50,287,323 26,144,279 
392,020 223,501 

1,348,872 1,330,825 
52,028,215 27,698,605 

$53,492,175 $29,187,842 

June 30, 2005, 
Estimated Balance(b) 

$ 255,477 
1,724,510 
1,979,987 

8,491,769 
239,829 

1,332,428 
10,064,026 

$12,044,013 

(a) 

(b) 

(c) The District also received $16,598,920 in January 2004 from the State School Facilities Fund authorized by the State Allocation Board for 
new school facility construction and modernization projects. 

Cash Flows 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Cupertino School District 
lfax and Revenue Anticipation Notes 

EXHIBIT I 
8l\CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash • • • • gs " Ill QI • ~ ;JJ lill P 

Receipts 

Revenue Limit: Property Tax 408,404 23,786 41,388 4,160,139 3,503,204 17,073,554 12,764,689 715,645 3,595,700 7,543,124 14,426,355 4,279,524 ffl 
Revenue Limit State Aid 353,981 507,915 0 766,130 383,065 0 766,130 (33,715) (42,910) (46,204) (45,722) 0 ;JI 
Other Receipts 1,702,573 1,231,870 168,386 4,211,131 2,233,657 1,822,991 3,589,614 2,200,000 2,898,495 4,398,550 3,587,753 2,851,536 fflJ 
Note Proceeds and Interest Earnings 8,948,772 0 0 0 0 0 0 0 0 0 0 84,357 p 
Total Receipts 1fil • II • IJIII• Jj 

(JI - -' 
~Pi 

Disbursements 

Salaries and Benefits 1,991,685 1,979,584 8,283,023 8,221,626 8,287,374 8,131,114 8,208,262 8,350,000 8,350,000 8,350,000 8,350,000 3,398,467 • Other Disbnrsements 3,267,023 1,850,040 (1,142,437) 891,018 1,905,881 860,022 (463,907) 3,910,500 4,238,631 3,160,405 3,148,838 1,683,986 ~ 
Note Payment Pledge 0 0 0 0 0 0 3,560,000 0 0 3,560,000 1,913,129 0 p 
Total Disbursements ~ JI ;JJ lJI IIJ! lll;Jl;1BJ1P• ,.ill 

Net Increase/Decrease !JI (~ (8 ill (Ml l!lt ;Ji (~ o• a• ,.. ~ ~ 
Ending Cash •• • gs " Ill QI • ;Jj ;JJ Iii !fl !fl 

EXHIBIT II 
IIPROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash !fl p • a • .. .. ,i ~ JII !JI Ill 

Receipts 

Revenue Limit: Property Tax 450,000 25,000 50,000 4,800,000 3,850,000 18,000,000 15,000,000 750,000 3,500,000 8,000,000 15,000,000 1,692,947 • Revenue Limit: State Aid 137,237 274,473 182,982 182,982 182,982 182,982 182,982 349,068 174,534 174,534 174,534 174,534 l,B 
Other Receipts 1,609,625 1,236,306 685,158 4,346,105 2,173,705 1,978,548 3,537,697 1,995,161 2,695,161 4,195,161 3,270,161 2,015,041 9B 
Note Proceeds and Interest Earnings 8,614,078 0 0 0 0 0 0 0 0 0 0 140,214 $t 
Total Receipts !!B 'f,'9 .. l!I • !JI p ~ jlB • Ill i11• 

Disbursements 

Salaries and Benefits 1,998,575 1,985,907 8,316,461 8,254,992 8,320,997 8,164,033 8,241,559 8,383,783 8,383,783 8,383,783 8,383,783 3,433,045 Jfl 
Other Disbursements 3,194,595 1,780,023 782,011 868,716 1,835,901 1,045,040 824,065 2,892,090 2,794,711 2,441,412 2,004,991 1,293,061 • Note Payment Pledge 0 0 0 0 0 0 3,400,000 0 0 3,400,000 1,954,292 0 • 
Total Disbursements ,. 

~ ffl l'8 !II 9B • • - ~ ;JI 
,.. 

Net Increase/Decrease ;ti (;JJ (If 111 (;iJ !II ~ (If (Ml (,II jJI (!J (~ 

Ending Cash •• a • .... iii ~ JII !JI Ill ltB 



CUPERTINO UNION SCHOOL DISTRICT 

Excerpts from Audited Financial Statements 
June 30, 2003 
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Vavrlnelr, Trine, Day & Co., LLP 
C1rllfl1d P1bl~ Act:ounlln!S & Con:;ultants 

Boiml of Trustees 
Cupmino Union School District 
Cupe:rtino. California 

IND.EPENDENT AUD.IT-OBS' lll:POB.T 

VldUf- llfC DHff'RE;NCC 

We have audited the accompanying finanoia1 statements of the goVOl'IIDlCDlal activities, each major fund. and the 
aggregafe JCmaining timd information of the Cupmino Union School Dislrict (the District), as of and for the year 
ended June 30, 2003, which collectively comprise the District's basic financial statements as listed in the table of 
contents. 'Ihcsc financial stat.ements 8{C the responmllility of the District's management Our respons1mlity is to 
express 1111 opinion Qn these financial statements based on our audit. · 

We conductcdourauditinaccordancewithauditing standards generally accq>tedin the United States of America. 
the Slllndards applicable to .financial audits comained in Govenunenl .wditi,,g Stan<1ards, issued by the 
Comptroller General of the United s~. and Standards and Procl14ure.sfo~ ,(ruJils of California K-12 Local 
&luclJiional ,4gencies, prescribed by the State Controller. Those s1andatlls require that we plan and pedonn the 
audit to obtain reasonable assurance about wh111her the financial statements arc :free.of material misstatement ~ 
audit incll\des examining, on a tm basis, evidence suppoJl.ing the amounts and disclosures in the financial 
lltatcmcnts. An audit also incll,ldes assessing the accounting principles used and significant estimates made by 
mamgement, as well as ewluating the overall financial statement~ We believe that our audit 
prov.ides a reasonable basis for our opinion. 

In our opinion. the iinancial statements referred to above present fairly, in all material xcspects. the financial 
po$ition of the governmental activities, ~ major fund, and the aggmgate mnaming fund-information of1he 
Cupertino Union School District, as of June 30, 2003, and the respective ohanges in financial position and cash 
flows, where applicable, there.of for the year then ended in confol'IDity with accounting-principles generally 
accepted.in the United Sla!Es of America. 

As discJISSCd in Note #17 to the financial statements, the Dislrlct ~ certain defmed state appropriations 
as i:evenue in the current fiscal year. 

In accordance with GovernmeniAumttng Standards, we have also_ issued our report dated September 19, 2003, on 
our e.onsid~on of the Disttict's int.emal control over financial reporting and on our~ of its compliance with 
certain .provisions of laws, regulations, contracts. and grants. That report is an integtal part of an audit perfonned 
in accordance with Government Aumting Standards and should be read in oon,junction with this report in 
considoring the results of our audit 

As discussed in the Notes to the basio :linancial statements. the accompanying financial statements reflect certain 
cban_gesffilllired as a result of1he implementation ofGASB StatementNo.·34 for theyciirended June 30, 2003. 
This results in a change to the format and content of the basic financial statements. 

WO Aspen Stim Rancho CuC111J011gi, CA 91730 ™: 909.46UIIO Fa: 909.-466.«31. www.vldcpLcom 
fltHNO • LAGUNA HILLS • PL!ASANTON • RANCHO .C~CAMONGA • SAN JOSI 

The~ •Imnentary lnfo~tion, such as 1D8118gemcnt's~ion and analysis on pageii 3 through 10 
and the budgetary comparison infonnation on page 44 is not a required part of the basic financial statemmits. but 
is supplemenfary information required by the Go"fflDll1ffl.lal Accounmw.Standards Boani. We have applied 
certain llmitcd procedmes. which consisted ptincipallyof inquiries of IIllUltlgeDJ.elt regarding the methods of 
measumm,nt 1111d presentation of the-,;equiJM su_pplemeufaryinformation. However, we did not ll!ldit the 
information and expmis no opinion on it 

Our andit was condncted for the purpose of fonning .an opm.i.on on the financial statements that collectively 
cxnnprise 1he :District's basic financial state.mmits. The other .supplemenfary infommtion listed in the tlible of 
contents. including the Schedule of&penditure., of Feder.al awards which is required by U.S. Office of 
Management and BudgetCm;ular A-133,.4.udils of State, LDcal Goven,menls, and Non--Prqfit Organizations, is 
presented for puqlOsellof additional analysis aixl:is not a required part of the basic financial statements. Such 
infonnation bas been subjected to the auditing procedures applied·in the audit of the basic financial~ 
and, in our opinion, is fairly stated in all maJerial RSpCCts in relation to the basjc financial stllttn.nents taken as a 
whole. 

v~ i-A#ll.. ~ ; es. LlP 
San Jose, catifomia 
September 19, 2003 
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CUPERTINO UNION SCHOOL DISTRICT 

Management Discussion and Analysis 

DJSTRI(.'TPROFD.E 

mB MISSION OF THB CUPllRTINO UNION SCHOOL DISTRICT IS TO PROVIDEA.CHJLD.CmITERED 
ENVIRONMENT '!HAT CULTIVATES CHARAC'IER, FOS'.l'ERSACADEMICEXCELLENCB,.AND 
EMBRAQS DIVERSITY. DISTRICT :FAMILIES, COMMUNnY. AND STAFF JOIN AS PARTNERS TO 
DBVELOPCREATIVE, EXEMPLARY LEARNERS WITHTHB SKILLS AND EN1HUSIASM TO 
CONTRIBUT.B TO A CON:STAN1LY CHANGING GLOBAL SOCIETY. 

Th11 Cupertino Uuio.n School D~t (CUSD) was established.in '1916. The District operatestwCIIliy elem~ 
scl\ools, .and four middle schools, with a fifth Jniddle school 10 be.opened in August 2005. The District serves 
over 16,000 K-12 ~ in a U,sqwu:e mile area that includes tb.11 City of Cupertino and portions of five o1her 
cities in Califumia's Silicon Valley. The student population is richly div.~ with S7% Asian (mc]1!des Indian 
~},36% White, 4%Hispanic, 1% Black and 1% Filipino. 

FINANCIALmGBIJGBTS 

Revemlel@lit School District 

The District has~ a Revenue Limit 
School District~ its inception. A Revenue 
Limit School District is a district whose local 
property tax reYCDlle is lower than the state 
calculated "revenue limit" amaunt and 
the state, thmfo.re, funds the diflilreni:e. The 
composition of the District's $0Ul'CCI of 
revenue can be illustrated fn Chart-1; . 

·Clmt·1 
Cupertino Union School D!stri.ct 
G-,.1.FQnd R9v!lnua8ou~ 

FY 2IJ@.a003 
Other Stale other.Local Other 

f3% 11% Sour;es 

F.edezal 
3% 

3 

1% 

CUPERTINO UNION SQ:(OOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

2003 Resalis of Operatlom 

As of1une 30,2003, the.District's geiieral1imd~ total revd:lue ofS98,136,689 and total expcmhlurcs of 
$98,461,54!1, imdting in an.ending fimdbalance of$9,068,467. Ofthiumollllt, $2.953 934 is thercquixed3% 
tcserve wi1h.an additional $3,034,68.8 in available one-time~. The Gc!vcmor's mid-year budget cut 
affected the District's wvcmue in fundingn:duclions.($485,356), and~ dcti:mls to 2003/2004 ($754,630). 
In~ to the mi~ cut, the District imposed conll'Ols on hiring. trav.el and llOllfemnce. non-essential 
purchases, capital outlays and othar budget sa'6ng UlellSUIC$ to rllduce tb.e expenditures. 1n addition, the District 
supplemented therev=with one-time funding ii:om various sources. 

Revenue.Limit 

J:a fiscal year 2002/'2000 the District's Revalue Limit~ $2,469,198 due to; 

• A. Cost of Living AIIOWl!llce (COLA)of2.04% - $1.,365,035 
• .An ill~ of2Sl in ADA (Average Daily Atteltdancc) -.$1,116,546 
• Other Revalue Limit ad.iustments-($12,.383) 

Forcai:b additional ADA, the District received $4,448.39:in base~ limitii:om the State. 

Governor!.s .Mid·Y.ear Cnt (SllXI 18} 

OnDecember 9, 2002, ~ Go~or called for aS~Legislativc Session to address.his mid-yeiir budget cut 
propoaa.l. After 1cmgtby discussion, the Senate 'fflSJ.OD of:the budget cut was passed into law. It contained budget 
reductions and funding defenals for the District in the following progmDS: 

• Joslnictional Materials, 25% cut - $282,655 
• Pcl;r Assessment and Reviaw, 20% cut- $25,171 
• Mandated Colltreimburscmmrt, 100% out. $94,982 
• School LtDl81')', 33% cut• $8:Z,S48 
• Ttelisporlation funding dClferred to 200>-2004, $364,778 
• School Jmprowmcnt Program fimdingdClfmed to 200312004, $389,852 

OVERVIEWQF'OU:FJN.ANCIALST.ATEMENTS 

This annual .-eport consismofthrec parts-management's diacussion.and IIDtU.}lllis (this aection) the basic 
:financial s.tate.ments, and Rqllired suppleme.Qtm:y information. 'I'hc basic fiDanc:ial state.ments fn~lude two kinds of 
statements that present di.ifment views of the District: 

• The first two s!atc;nents are District-wide financial statement.a that provide both short-term and Jong.term 
informalion about the District's o.venil1 fiDanc:ial status. 

• The remaining statements are fund financial mtQlnmlts that focus on :indiv.idual pam of the District, 
reportiDg the District's operations :in mm:i, detail than the District~wide statements. 

• The governmental funds statements tell how basic services like n:gular and special education were 
financed in the short ter:in as well as what mnains for future spending. 
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CUPERTINO UNION SCHOOL DISTRICT 

MANAGEMENTS DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

• ~rie!ary :fund ~ments offer finaDciaJ. inil,rmation about the activities the Dislrict operates on a cost 
reimbursement basis, such as the .self:.msunmcc fund. 

• Fidµcwy funds statements provide illtor.mation abo\lt the .finan.cjal relationships in which the District acts 
~lely as a trustee or agent for the benefit of others to whom the re$0Ul'CCS belong. Fiduciacy fund aatMty 
JS excluded from the Dislrict-wide finam:ia1 statements. 

The ~ s1atllments .also inolud.c, notes that Clllplain ~ of the iof'cmnation in the .s1atlmlents and provide 
more detailed data. The statcmmts arc tallowed~ a section of l'CqlliJ:ed supplcmentmy mf'ormation ffmt 
further explains~ SIIJlPOI!B. the financial 51atl:mcnts'With a comparison of the Dislrict•s gcnetal fund budget, 
both the adopted and final VCl'Sion, with year.end actual results. 

District-wt.de Sfatemeats 

'1:h~ District-wide~ report information about the District as a whole using accolllltingmetbods 
similar to those used byprtvatc-sector oompanies;The Stlltcment ofNet Assets includes all of the District'$ 
assets and liabilities. All of the cunentycar's ICVCIIUCS .and expenses arc accomrted for in the ~t of 
.Activitiesregan:Ucss of when cash is received or1)3id. 

~ two District-wide statcmc:nts report the District's net assets and how they.have chmlged. Net assets-the 
dilfercncc between the District's assets and liabilities-are one·way to measure the District's financial ,._,th 
orpositi~ . ,.._ 

• Over time. increases or decreases in the District's net assets arc an indicator of whether its :financial 
position is improving or dctcrioraling, iespectively. · · 

• To assess the overall health of the District, one needs to consider additional factors such as the 
economy of the State, and hence, the State's budget, the local economy; which could impact s1udeut 
enrollment and the condition of school b.uildings .and other fitcilities. • 

}'and Financial Statements 

The ~~ financial statements pro'l'ide more detailed iof'onnation about1he District's most significant funds-not 
tho Distrii:tas a who~. Funds arc~ devices the DislriDt uses to bep track of specific sotm:es of:fimding 
and spending on particular programs: · 

• Some funds.are required by State iaw anill>ybond covenants. 
• :-oie DislriDt establishes other funds to control and manage money for particularpmposes (like repaying 

its long-term debt) or to showthatitispropcdyusing certain revenues (like~ gcants). · 

s 

CUPERTINO UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
Jl:JNE 30, 2003 

The District has~ kinds of funds: 

• GoV!mlillelltalfunds-Most oftheDislrict'sbesic services are included in~ :funds, which 
geneza)ly focus on (l) how cash and other financial assi,ts that can readily be conwdcd to cash flow in 
and out and (2) the balaru:es left at year-end tbat 8l'e llVll11able fer spending. Consequently, !he 
govi,mmm1al funds statements provide a detailed shott·tctm :ricw that helps one ~e whether them 
axe more or fewer financial resources .that cm be spent in the near tuture to finance the District's 
programs. Because this infunnation does not encompass the additional long-term focus of the Distriet
wide statements, we provide n:conciliations between.the Govmuncnlal Funds statements. and the District
wide statemen1s that m:plain the icJationships (or c:liffercnces) between thCJ;n. 

• Proprietary funds- Services for which the District charges a fee are gcnerally reported in proprietary 
funds. Proprietary funds me reported in the same way as the District-wide slatcments. i.e., using full 
acci:ual aceounting. Internal service funds ( one kind of proprietmy timd} me used to report activities that 
provide SJIPPliCS and services for the District's other programs lllld activities. The District curmrtly bas 
one inte,:naI service timd - the self-inmmmcc fund. 

• Fiduciary funds-The District is the trust, ortiduciary, for assets that belong to othms, .such:as the stu4ent 
funds. The District is responsible f(11' ensuring that the assc1s reported in these funds are used only for 
their intended PlltPOSCS. aod by those to whom the assels belong. All of the District's fiduciaty activities 
are reported in a sepamte statement of fiduciary net assets. We !:'ltlllude these 11Ctivitics ftom tho District
wide financial statemcn1s because the Dis1rlct cannot use these asse1s. to finance its openuions. 

li'lN.iUfCL\L.ANALYSIS OFTBE DISTRICT ASA WHOLE 

Tab1e·-1 Net Assets 
Cupertino Union School District 

ThcDistrlct's combined net assets wms $6Q.2 
million dollars at June 30, 2003. (Sec Table- 1). 
The to.tal assels comprise current and other assets 
(40.2%) .and llllpital ~ (S.9.8%). Total liabilities 
are comprised of Clln'Cllt liabilities (16.2%) and 
long-tmn debt (83.8%,). Tim total net assets are 
comprised of capital assets (72.4%), restricted assets 
(16.9%), .and unrestricted.assets (10.7",1,). Restricted 
net assets are reported separately to show legal 
constraints fi:'om debt covemmts .and enabling 
legislation that limits the School Board's ability to 
use those net IIS6els for day-to-day operations. 

N1ttAsHt,I 
.(In m llllons of dollars} 

Governmental 
Activities 

2003 
Current a.nd other 
assets $89.5 
Capital assets 133.0 

TotaJ Assets $222.5 
Current liablllltes $26.3 
Long-term debt 136.0 

Total Llabllltl.e• $162.3 
Neta.ssets 

Invested In capital assts, 
ne.t of related d!!lbt $43.6 
Restricted 10.2 
UnrHlricted 6.4 
Total net assets $60.2 
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CUPERTINO UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION .AND .ANALYSIS 
JUNE30 2003 

Govemment.J Actl.vifies 

Charts 2 mid 3 be.low ijlnstmtethe composition ofthe.Dl.str.ict'll gcuml fund ~tw:~ '.both by Object and·by 
Function' codes. As is .common with other school districlB, the:majm:ity of .expeuditm'ell 1Wforpasom.s$rles 
and the~ benefits (approxill!ately 88%). 

Cbllrt•3 
CUpertlnO IA1lon S'cbaol a.tdc:t 

Gtne.1111 Amel l!Xpellditufe• by A-.on 
FY2002-2003 

flantServices 
10% 
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CUPERTINO UNION SCHOOL DISTIUC'f 

MANAGEMENT'S DISCUSSION AND .ANALYSIS 
JUNE 30, 2003 

GeneraJJJ)mdBu11getuymghUp1s 

'1'hll m:igina1 Adopted B:udget projected an aidiqgihnd b;tlanco (!£$8,1144,63:!. Tha :liQa1 budget projected,-811 
ending ihndha1ance ofSB,298,496. Ow acJuaI cndingbahmce at year•~ $9,068,467-witb:$3,034,688 in 
available C1diug tbnd balance in addition to th!l required 3% ffllel:Ve ofS2,953,934. The ovmall~ is 
$769.J}7S.higher.mdingiimdbalanceover.thefinalbildget,of'which$166,656isihllnthocatcgmiea'lJll'Ogmms, 
and the rmnalnder is :6:om ~ programs. Thevarlance Jiom the categori!)ll} programs is due to sevml 
factots: (1) Stato and locahwemies came in lower than autic.ipated. As of June :!O 2003, the Di$trict bas not 
m:eived ·$426,000 of allocated categorical tlmding, which resulted. in both lower oxpcmditures awl~ by 
$426,000, (2) Some categorical prograi!iS' expenditmes did not materialiio by the end of the year, which resulted 
in lower than budgeted expmiditures aud thus lower-"camed" revenuo. For certain feden1 and state programs, the 
revenue is not"eamed" UDti1 the funding is spent in the current fiscal year, ·This i:aused an ofmelting variance of 
$1,291,493 in both theexpenditme and revenue categories. The unearned revenue will be carried foiwardinto the 
following year for spending. (3) Various schools' budgets did,ootgllt spent by the.end of the year, which resulted 
in "canyover" budget reserved in. ending tbnd balance to bespei¢ in the _following year. Thi$ represents $166,656 
of the variaJJce. Jn ~on to the variance ftom the c:ategorical programs, the '\'8rianCe of $®3,319. is from the 
umestricted progams, which inchides the positive varianCI' of $41.6,629 from bJtdget aavings in expenditures, 
$502, 761 ii:om low.er than projected eocroachment ii:om general fund to ttansi,ortation programs IIIld spetjal 
education programs, $28,266 ftom miscellaneous savings, and the negative YUiance.ofS279,546 fmmlowertban 
projected revenue and $64, 791 fi:otn higher reserve requued in worldng capital. The lower than projected 
expenditures and encroacbment.from the general ihnd m:e due to the budget .saviQg generated ii:om 'VBI'ious 
depaI1Jnmds and prograD].!1, wbiph was the xesult oftlw se!f:.imposed fiscal oontrols in various expenditure areas 
by the District in respoDSO to the Govemo.t's lllid-ycar cut. The lower I1MmUe resulted DlOstly 1i:om the decrease 
in the~ eamiDgs from the Collllty Investment pool due to the finther decline bi the interm rates.as well as 
the lower daily cash balances, 

CAPl'l'.A,LASSE'l' AND DEBT ADMIMSTR,\TION 

Capital.Assets Table-2 
Ctprllnct'I.Hcln.Sc:hldOl$blct 

Qlplal AsselaatYar- End 
(In mllllcns ddalln) 

By the cod of 200.3 jhc.District bas inve.gted 
$229.0 million in a broad 1'8!1g!l of capital assets, 
includiug land, scb.ool buildings, modulars, 
computers aud lllldio-visual_ equipment. (See 
Table-2) This amountn:p.esems and:increase 
of$18.9 million or 9.0 pere;:mt ftom.2001-2002. 

land ·~ Ekik111Jmxl~ 
R.mflleaicl BMmn ' 

Tdals 

8 

TQl!II 
§sml!!llltt 

m -$3.2 $3.2 
$11.1 $11A 

$191A sma. 
$-J.4 $;.1 

$210.1 ~o 

$.13 
$17.9 

$D.7 

$18.9 

.1 
] 

] 

l 
l 
·1 

l 
] 
···1 

J 
J 
] 

J 
: 1 

J 
J 
1 

-r 



CUPERTINO UNION SCHOOL DtSTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 . 

Capital Facllitles Projects 

.In lune 2001 the voters approved the District's 2001 General Obligation Bonds in the amount ofSB.O 000 000 
The ~cs A funding, $30,000,000, was~ ~Nowmber 2001,.and the SeriesB amount, totalini $29,999,SSS 
was iSSIM inJ.une 2003. In 2002/2003 the Distnct completed or be_gan two major school renovatiODS, nine 
modernizations, .and numerous district-wide samtylhealth improvements. The first priority was~ 
~cements to all schools in the form.of new door bardwatelloeks and a District-wide phone syst.em, both 
installed in the summer of 2002. LIUICh shade structureswcxe installed ~ut.iheDistrict to protect stuaent 
health. The District has also completed.a major $6M renovation of'Eaton school end a $6M renovation of the 
Murdock campus. These projects included roofing, air Clllldi.tioning, technology enhancements. new lightiug, 
c:onstructron of a new office and horary, bathroom upgrades, QBt)leling replacement, and classroom . . 
~tiQD. On a smaller scale, nine other schools (Eisenhower, Garden Gate, Lincoln, N'unitz, Sedgwick, 
Stoldmcir, West Valley, Miller, end Hy.de) were modemiud, with roofing imd air conditioning being the largest 
~· These projects, completed in theSll1llllle1' of 2003, totaled nearo- $1 lM. Over the next two years the 
District ts-scheduled to accomplish a major renovation of Portal, modemi2.ation of 12 more schools end 
con.version9f an elemcntmy school to a middle school The Portal $8M te11ovation will be similar to Eaton IDld 
Murdock, but also include the addition of eight modular classrooms to accommodate student growth. The.Collins 
campus will undergo .a $l 7M transition to become our fifth middle school Besides reJ1ova1ing the existing · 
facilities, a gym/performing arts center, two-story scimcc building, new food service area, and lJeW .administiation 
building will all be added to the site. Finally, .the Dis)rlct has received approval for approximately $3 IM iI1 state 
matching funds to help fund these projects. · · 

Long-Term.Debt 

.A!J of June 30, 20.03, the District has a tolal 
of$140.4 m111ion in long-term debt 
outstauding, of which $129.1 million is in 
general obligation bonds and $11.3 million 
is in other long-term debt. (See Table -3) 
This amount represents a net ~e of 
$26.2 million or 22.9 percent from 
2001/2002. The.majority of the increase is 
from the issuance of$30.0 million Series B 
General Obligation Bonds, in June 2003. 
(More detailed information about the 
District's long-tenn.liabililies is pR:SCl1ted in 
Note 9 to the·financial statements.) 

The District has continued to pay. down its 
debt. In 2002/2003, the District retired S-1.3 

Table-,3 
Qpdno Won School lJislrict 

Outstadng L.Grv-Term Debt a Year-End 
{innilDons of dollars) 

Told Tela 
~Oislrict ~ 

m ~ 
Genm aftgajiooBcrxls $102.1 $129.1 $27.0 

of Paticipaioo $8.3 $TA (W.9} 
captel I.eases $3.2 $3.3 $>.1 
Co111pensrmdP.llsenie1i $0.6 $0.6 $0.0 

Total$ $1142 $140.4 

million of outstanding bonds, $0.9 million of Certificates of Participation, and $0.4 milliQll of capilal teases. 
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CUPERTINO UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

FACTORS BEARING ONTBEDISTlUCl"S FUTllRE 

TbeDistdct's.em:ollmcnthas been on au upw.anl lmld in 200212003 and 2003/2004, but is expected to remain 
tDlativoly 4:Dllstant o'i'er the next five yeara. However, the Disfrict's ~ue limit has shown a d.Qwnw.md lmnd 
~ to the state's inabilit;y ti> fully .fund the statutory COLA (Cost of.Living A<ljustmcnt),. In 2003/2004, the 
District's revenue limit iiidicates a 1.86% COLA with 3.0% deficit, and the deficit facfl!r is expected to rema,iu in 
2004/2005. 

The District is a revenue limit siibool district, and its financbtl outlwktics closely with the economy of the State 
and :6na:ncjal. status of the S1;1te budget. LQoking at 2004 and beyond. thae an, many uncertainties facin8 the · 
state of California. In State's final b~ the Legislature.covered 1he 2002/2003.deficitwith the sales tax swap 
between the state and local govemmmrt. As a result, the Legislative Analy.st Office (LAO) projected that the State 
will iace $7.9 billion.deficit in 2004/2005. When ihenewly elcoted Govemor conducted his own audit of the 
State's budget, the deficit was even bighe:r. How thenew Governor will balance the State budget, and how that 
will affeet the education budget remains to be seen. The l>ialriet is financially solvent but may have to make 
program and peISOnnel reductions, as necessary, to maintain fiscal stability iftlµl anticipated State ffl'alUe docs 
notmatmalize. • 

Benefits costs, especially for health and welfiue, cootinue to in~ annually, despite the District's m:ent cost 
containing measures. 2003/2004 is expec;ted :to 'be no exception. · 

The bargaining unit contracls arc open for total consideration in 200412005, adding to the negotiations~ 
and unknown impact on the future bllli~t · · · 

CONJ.',\.Cl'ING THE DISTRICT'S FINANCIALMi\NAGEMENT 

This~cbtl report is designed to provide our offlzenB, 1axpaym;, investms 1lt1d ~ with a general 
overview of the Dislrict's finances and to show'theDistrict's aecountability for the money it Reei.ves. If you nave 
questions about this reportorneed additional financja1 inforiuation, please contact 

RickBausmau, Assistance Superintendent, Business Services 
10301Vista Drj.vc, Cupertino, CA 95014 

Julia 'YU. Dim:tor of Fiscal Semce 
10301 Vista Drive, Cupertino, CA 95014 
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CUPERTINO UNION SCHOOL DISTRICT 

."l STATEMENT OF NET ASSETS 
STATEMENT OF ACTIVITIES J JUNE 30, 2003 

---1 
FOR THE YEAR.ENDED JUNE 30, 2003 

Governmental ·1 
Assets Aetivitles Net(EQellSlill) 

] DepQsits and investmcnm $ 83,689,571 Reveaacs~ll 

] l'rogra:m l'l'Ogl'alll ChanpslD 
Rl:Qeivables 5,084,537 

~ ~ Net.Amis 

:1 
Prepaid expenses . 491,900 <:Imr&es for Oper.alfllg 
.Stoies inventories. .200,538 Services and Gnatslllld Gove,rJUDellbil n . 
Other current assets 32,654 Fmi.ctlo~ bpenae., Sliles Contributio• A~ 

'l Capital asselll l28,9!f7,'16S Go~nimeutal adtf1tfes: 

] Less: Accwnulated·depm:iation (96.026,799} lns:lrudi.Oll. $ 67,314,ffi $ 3,986,184 $ 9;860,347 $ (53,468,126) 
Tota)assets 222,469,866 hls1mciion telaled activities: 

1 Supervision of instmctiml 3,749,583 271,551 761,619 {2,716,413) 

] Liabilities IDs1mctional homy ud leclmolo~ 986,053 25.0,519 434,626 (300,908) 
Acc:ounls payable 18,598,042 School site adminlstmtio11 6,507,6!11 44,542 20,759 (6,44~!!9) 

·1 Deferred tevcnllC 3,323,670 Pupil scmces: 
] Cumnt portion oflong-term obligations 4,339,7~: R~ool traDspmfation 2,167,371 214,445 l,319,794 (633,~2) 

Noru:urrent portion oflong,1mn obligatiollS 136,038,015 Foodsemces 2,676,308 2,267,379 471,751 • 62,822. 

J ToCld liabilities 162,299,496 
All olbcrpupil semces. 1,876,678 384,342 (1,49.2,336) 

J Genml admiDistratiou.: 
Data processing lJ!IB,838 (1,298,838) 

"J 
Net4.,sets All olbcr genml admi$lralion 4,3'(11}35 217,179 189,743 [3,971,013) 

Invested in.capital use1s, netofll!lated debt 43,525,909 Plmt services 9,603,508 7,002 1,451 (9,595,(149) J Restricted fur. Fl!CilityacqulsitionaJlll.COD!lruction 2,445,123 610,528 (1,834,595) 

''} Legally restricted 2.063,179 Ancillatyscrvices 59,808 59,667 76 (65) 

J Debt service 4,532.277 Communit;y services 125,302 (125,302) 
Capital projects 1,348,372 Iutmatwlong-lcmldebt- 5,952,SlS (5,!152,518) 

J Special revenue ·t,8.55.981 Othef oulg(! 208,704 10,163 95,546 (102,995) 

J .Selfinsuw.lce 454,414 DepJecialion (wiallocall,d) 8,021,171 (8.021,17!1 

Umestricted 6,389,738 Totlll govermnea~type actitltfes s U 7,371,248 $ 7,328,631 $ 14,151),S88 (95,892,029) 

J ToCld net assets $ 60,170,370 

J Gem,ral l1'VCIIW!S.IU!d subvcntioDs: 
l'ropertylanS, levied forgeaml~ 66,228,574 

j Pl'openy taxes, levied fur debt scmc:o S,989,864 .: I 'l'axcs levied for other specific Jlllll)OSCS 878. 
Federal and S\ate ai4 nat reslrlcted fl> specific P!JlPPSCll 12,184,240 

J Inte.est1111d inveslmllDt eamings 1,350,!lOS j Mlsc:e1laneous 3,236,611 

J 
SubtoW, aeneral revenues 88,!191,072 

Clllmge in net assets (~D0,9$7) J Net assets • bcgimling 67,(rll,$27 

. J Netassem - endiug s 60,17G,370 

J 
f The accompanying notes are an integral part of these: financial sta\cments. 

The accompaeying notes are an integral part of these: financial statements. :1 
. t 
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CUPERTINO UNION SCHOOL DISTRICT 

} GOVERNMENTAL FONDS l BALANCE SHEET GOVERNMENTAL FUNDS 

I JUNE 30., 24103 RECONCD..IATION OF THE GOVERN.MEN'I'.AL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS ·:J 

Non Major Total 
JUNE 30~ 2003 

] General B)li)dbig Govemmental Govermaentat J Fund Fllnil Flm!IJ Funil$ 
AmollllD :Reported for ~tal Activities ID the Statement 

l 
ASSETS of Net Assets are Different Becaue: 

DepoSl1il and invcstm.el1ls '$ 12,026,742 $58,350,262 s 9,053,020 s 79,430,024 Total Fund iwa.iee-GovenuDental Funds S 68,759,843 11 ~vablcs 3,941,669 431,246 297.173 4,670,088 

l Due from other funds 655,109 387,260 23,196 1,065,565 Capital assets used in ~llll activities me not financial resources 

Pn:paid m.pt:DSes 394;634 394,634 and, thmefote, are not reported as assets ingovern!]11mla1 iimds. 1 
Stores inmrtarics 90,553 109,985 200,538 The ®Stof capillll assets is $22.8,997,465 

l Other cumm.tassets 2,500 2,500 Accumulated depicciation is {96,026,799) 132,970,666 

Total asJets $17,108,707 -$59,171,268 $ ·9.483,374 s 85,763,349 1 
LlABILlTIES AND An intemal service fund is used b)' thc Dislrict's management to 

l Ji'OJ.'llD BALANCES charge the eosts oftbc workers' compensation insunmccpro~ to the ·1 
Liabilities: individual funds. The assets and liabilities of the internal service fund 

J 
Accounts payable S 5,393,324 $ 8,248,837 s 59,800 $ 13,701,961 are included with gommenllll activities. 484,568 

Due to other funds 610,453 635,108 19,521 1,265,082 .] 
Dcfc:aod revenue 21036@ 2,036,463 Jn govcrnroenllll funds, accrued interest on long-term debt is recognized 

J 
Total liabilities 8,040,240 8,883,945 79,321 17.003,506 when pe,id. On the govcmmcnt-wide statemmts, accrued intere_st on long-

Fund Balances; tenn debt is rccqguw.ed as it is ineuned. {1,666,923) ] 
~fo .. 

J Stores inventories 90,553 109,985 200,538 Long-term liabilities, including bonda payabjc, are not doe and payable in the 

Other ltscI'Vations 1,942,472 2,059 1,944,531 c:uacnt period and. therefore, are not rcpQrted as liabilities in the_ funds. ] 
Unrcstmd: Long-term liabilities at year end consist of 

J Designated 4,000,754 50,287,323 3,092,808 57,380,885 Bonds payable 129,096,418 

J Undsignatea,; reported in: Certificates of Parti!:lipation 7,365,000 

Gcnemlfund 3,034,688 3,034,688 Capital lcasc:s payable 3,270,662 

] Special rewnue funds 1 l Compensated absences 6451704 (140,3771784} J Dcbtserv.le.e funds 6,199,200 6,199,200 ToialNetAssets • G1Jvernmental A.divlties S 60,170e!O 

.J 
Total fwld balance 9,068,467 50,287,323 9~,053 68,759,843 
Total Liabilities and 'J Fllnd Balance& S17,108,707 $59,171,268 s 9.483,374 S 85,763,349 

J 

:.1 J 
J .] 

l J 
I The accompanying notes are an intogra~ part of these financial s_tarements. 

The accompanying not.cs arc an integral part of these finaru;ial statements. J 
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CUPERTINO UNION SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
STATEMENT OF REVENUES, EXPENJ)ITURES AND 
CHANGES IN FUND BALANCE . 
FOR THE YEAR ENDED JUNE 30! 2003 

Genl!l'lll JluildlDg 
Fund Fund 

1tEVENllFS 
Rovemtelimit- $ 71;178,848 s -
Fedenll S011rCe11 2,865,129 387,260 
Other a1a1e sources 12,!141~ 
Other local~ 10,629,199 ~!,ilSS 

Total Revenues. 97,615,155 2,749,415. 
EXPENDITIJRES 
Cwmlt 

JnstnM:tilul 67.J)67,17S 
ID;struetionrelated activities: 

Supotvision of inslxuction 3,749,583 
Jnstmclional h'bmy, media and tcdlnoloi)' 986,053 
School site administration 6,507,691 

Pupil Sffl'ices: 
Homc-to·school trausportation 2,167,371 
Food services 
All other pupil services 1.87ti,678 

Gcncm1 aiiministmti= 
!)ala proccssiDg 1,314,960 
All other genml..adminisllmion 4,213,661 

Plant services 9,499,337 9.5,930 
Facility acqui.siliouand llOll$'Uatiou 262,553 18,613,493 
.Ancillmy =ms 59,808 
Comnmmty services 125,302 ~ 

Other outgo 
Priudpal 183,414 136,508 
~andolhcr 205,455 'Y/,537 

. ~betweenagencles 10,000 
Total Expenditures 98,229,0U. 18,943,468 

Defideney or reve1111es cmr esplllldilllres (613,886) (16,194,053) 
Other Fluudue Souri:es (Uns): 

Transfel's in 129,534 -
Other sources 392,000 30,057,458 
TJ:aDsfers out (232,508) !2.911,79.9} 

Net Fimncing Sources 28!),026 27,145,659 
NETCBANGEINFVNDBALANC8S (324,860) 10,951,606 
Fund Balanee-Beglnnlng 9,393,321 39,335,717 
Fund Balaoce- Ending ~ 9,0~i.:!6'7 I ~B7,ffl 

The accompanying notes are an integral part of these financial statements. 
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No~ To~ 
Govenuneldal GoYU11111eotaJ 

:l:rancb .. Funds 

$ 15MOO S 71)28,848 
340,785 3,593,174 
593,333 13.$5,312 

8,904,.ns . 21,896,079 
9,988,843 110,353,413 

311,391 67,378,566. 

3,149,583 
986,053 

6,501,691 

2,167,371 
2,709,477. 'J,,7®,472 

1,87.6,678 

1,314,961) 
230,925 4,444,586 
38,480 9,633,747 

~14,407 21,090,453 
59,808 

125,302 
1,944 1,944 

5,180,000 S,499,922 
4,505;806 4,808,798. 

10,000 
15,192,425 13~64,934 

iS,203,582~ . @.011,521) 

4,170,913 4,300,447 
30,449,458 

!1.352,900} .(4,497,207) 
2,818,0.13 30,252,698 

(2,385,569) 8,241,177 
11,789,622 60,518,666 

~ ~;:;m:J.lm !; ~.739,~ 

CUPERTINO UNION SCHOOL DISTRICT 

RECONCll.IAUONOFTBE GO~RNMENI'AL FOM>S STATEMENT OF 
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES. 
TO THE DISTRICT-WIDE STAUMENT QF ACTlVITIES 
FOR THE YEAR ENDED JUNE 30, 2003 

Amt>IUd$ Rep!,rted for Govenunentid Ac:tiviti~ l.u the Slatement of ~etlvities 
are Different Because: 

T~tal Net Change m Fund Balances - Gov.eramemal Funds 

Capi1al outlays to purchase .or build aipital as• are Ieporied in gmrenuncnta1 
funds as oxpendltures, howeva-, for gi)vmmnen1al activities, those costs are 
shown .in the slatementof:nct assets and an~.over their~ useful 
lives as 81111.ual depn:ciation expell#S in the statements of .activities. 
This is the amo1111t by which capital outlays exceed depreciation in the period. 

Deptcciation <lltpCJISe 

Capital outlays 

Loss on disposal of capi1al assets is reported in the go~-wide sfatemet\t 
of net assets, but is not recorded in the governmental tu:nds, 

In the sl1!tement of activities, compensated absences (vacatio:ns) an, measured 
by the amo1111ts eamed during the year, In the.gowmmental tbnds, 
however, expenditures for these items aie measurctd bythe amount of 
financilil ICSOur:ces used (essm.tially, the amounts actually paid). Vacation 
used was less than the amounts eamcd by $37,6Zl. 

Ptoceeds received from capital leases .is a revenue sollfCe in the goVCl'l1111CUtal 
fimds,butit increases long-term liabilities in the statement ofnetassets and 
does not affeot the stirtement of activities. 

Proceeds received ftom the sale of bonds is a revenue Sllll1'CC in the 
govemmcntal fil!lds, but it increases long-term liabilities in the statement of net 
assets and does not affect the rn.atement.of activities • 

Repayment of bond principal is aneiq,cnditurc in the go~ funds, but it 
reduces long-term liabilities in the st$.lnent of net assets 8lld does not affect 
the statement of activities. 

The accompanying notes arc an integral part of these financial sla!enumts. 

16 

$(8,021,171) 
19,102,689 
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S 8,241,177 ,"'-. 
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(35,238) 
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CUPERTINO UNION SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITUJ{ES, AND CHANGES IN FUND BALANCES 
TO THE DISTRICT·WIDE STATEMENT OF AC'l'IVITJES 
FOR THE YEAR ENDED JUNE 3.0, 2003 

·Repayment of CCI!ilicate of Participation principal is an expenditure in the 
govcmmental funds, but it reduces long-tcxm liabilities in the statement of net 
assets and docs not affect the statement of activities. 

Repayment of capital lease ~cipal is.an expenditure in the governmental 
funds, but it reduces long-term. liabilities in the statement of net assets and. 
does not affect the statement of activities. 

Accre~ interest is not aexpendituro in the governmental funds, but it 
increases the long term liabilities in the statement of net assets and is reflected 
as adfiltional interest expense in the stlltement of activities. 

Interest on long-tffll\ debt in the st.atement of activities differs from the.amount 
reported in the governmental fimds because interest is recorded as an 
expenditure in the govcmmental iimds when it is paid, and thus ICqUircs the 
use of current financial resources. In the statement of activities, bowever 
interest exp~nse is ~ognii.ed as the interest accrues, regardless of when it is 
paid. Jnte:rest paid exceeds interest accrued by $135,912. 

An intemal service fund is used by the District's mansgement to charge the costs 
of the worm' compensation and other employee benefit programs to 
the individual funds. The net revenue of the intemal service fund is rep_orted 
with govcmmenta1 11,Ctivities, but is excluded from the governmental funds 
presentation. 

Change in Net Assets of Govermne11tal Activities 

The accomp;mying notes are an integral part of these financial statements. 
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$ 860,000 

319,922 

(1,279,632) 

135,912 

{115,431) 
. S (6,900;957) 

CUPERTINO UNION SCHOOL DISTRICT 

PROPRIETARY FUND 
STATEMENT OF NET ASSETS 
JUNE 30, 2003 

,ASSETS 
Current~ 

Deposits and investments 
Receivables 
Due fiom other funds 
Prepaid expenses 
Other curmrtassets 

Total Assets 

LIABJLlTIES 
Current Liabilities 

Accounts payable 
Dueto other funds 
Deferred revenue 
Claim Liabilities 

NET ASSETS 
Restricted 
Expcndl!ble 

Total Current Liabilities 

Total Net Assets 

The accompanying notes are an integral part of these financial statcmenls. 
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Govemme.uiaI 
Aetivities.• 

Internal 
Semee Jhmd 

$ 4,259,547 
414,449 
200,321 
97,266 
30,154 

5,001,737 

(jj,028 
804 

1;l87;J.07 
3,162,130 
4,Sl7,169 

97,266 
387,302 

$ . 484,568 
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CUPERTINO UNION SCHOOL DISl'RICT 

PROPRIETARY FUND 
STATEMENTOF~EXPENSESAND CHANGES 
IN FUND NET ASSETS 
FOR THE YEAR ENDED J.UNlUO, 1003 

OPERATING REVENUES 
Local and intennediatc sources 

Total OperatingRevenaes 

OPERATING"EXPENSES 
Payroll COSls 
Supplies and mat~ 
Qt4er operating cost 

Total Operating Expenses 

Operating L<iss 

NONOJ'ERATJNG REVENllES 
Interest income 

Change in net assets 
Total Net Assets-Begiuoing 
Tot:d Net Assets- Ending 

The accompauying notes arc an integral part of these financial statements. 
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$ J2,471,072 
l.2;471,072 

159,048 
6,579 

12,479,854 
12,645,481 

(174,409) 

58,978 
{115,431) 
599,999 

$ 484,568 

CUPERTINO UNION SCHOOL DISTRICT 

PROPRIETARY FOND 
STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED JUNE 30, 2003 

CASH FLOWS FROM OPERATING ACTI\1l'JlES 
Cash tei:cived from 'llffl'. cha.rges 
Cash received from assessments made to other jbnds 
Cash pa:yments to employees for services 
Cash paymems for insl.1rancc claims 
Cash paymems for other operating expmscs 

Net Cash provided by operating aoti~ties 

CA.Slt F.LOWS FROM INVESTING ACTIVJ;.l.'IES 
~ on inVCl!!melltS 

Net inoieascin cash and cash equiwlcnts 
Cash .and cash cquivalenls- )3egioning 
Cash and cash equivalents- Ending 

RECONCILIATION OF OPERATING LOSS TO NET CASH PROVIDED BY 
0:PERATJNG ACrlVITIES: 

Op«ating loss 
Changes in assets and liabilities: 

Receival>les 
Due from other fimd 
].>:repaid expense 
Other current assets 
Accrued liabilities 
Due to other fund 
Deferredrewnue 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

The accompanying notes are an integral part ofthesl: financil!l.statemen.ts. 
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Govemmeatd 
Activities -
lntmw 

SemceFlmd 

$ 12,150,383 
440,141 
(159,048) 

(10,408,439) 
il.367,298! 

655,739 

58,978 
7.14,717 

3,544,8~ 
$ 4,259,547 

(174,409) 

(374,255) 
243,026 
(41,842) 

6,435 
746,103 

355 
250,326 

$ . 655,739. 
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CDPERTINO UNION SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENT OF NET ASSETS 
JONE 30, 2003 . 

ASSETS 
Deposits and DMStmeDls 

Totalaaets 

LL\BILlTIES 
Due to student groups 

Total liabilities 

The accompan}'.iag n~tes .arc an integral part of these financial statements. 
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Agenr:y 
.F.n.ncb 

$ 138,445 
$ 138,445 

$ 138,445 
$ 138,445 

CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JONE 30, 2003 

NOTE 1-SOMMARY OFSIGNIFICANl' ACC01JNTING POLICIES 

FinaDdal Reportlag Entity 

The Cupertino Union Schooll)istri!lt was.organized in.191~ under the 1aV,(S of the Stat!' ofCalifcmia. Th~ 
District operates under a looally-cl~tivc-membcrBoardfonn.of~tand provides~ 
services to grades K- 8 as mandated by the State fYIJd/or F~ agencies. The Districtopctatcs tw=ty 
elementary and four middle schools. 

Arcpoi:tiug entity is comprised of the~ government, ~IDIJOD.mt Dllits,.and other org&J!izations that are 
included to ensute the fillancial slafell!ellfll ate not misleading. The primary govemmmt of 1bc: District 
consists of all funds, departments, boards, and agencies that me not legally separate froµi the District For 
Cupertino Union School District , this includes geomi! operations, food servii:e, and student related activitici; 
of the District 

Joint Powers Agencies and-Pnbllc: Entity Risk Pools The Dis!rlotis associated with one joint powers 
agency. This organization docs not m=t the criteria fur·inclusion as COIIIpOI)ellt units of the District. 
Summamed audited financW iofOIDJation is prescut®in N~ 11 to the :finanoial statements. These 
orgilllimtion is: 

North Cal lhlIE;F 

Basbofl'resentation-Fnnc!Accountlng 

The accow:iting system is organized and operated on a iund basis. A fund is defined as a .6scal and 
accounting entity with a self-balancing set of accounts, which are segregated for the purpose of carrying on 
specific activities or attaining cerl:Bin objectives in accordauQe with special regulations, IeS!rictions, or 
llmi1atiODS. The District's fimds are ,grouped into Jbree broad fimd categories: go~tal, proprietary, and 
fiduciary. 

Governmental Funds Governmental timd$ are1hose through whichJDOst·gamnmcntal ~ typica)ly 
are financed. GoVQ1IIllC!llal fund _reporting focuses on the soun:es, uses, and balances of current financial 
resources. Expendable MSets .are assigned to the wriOllS gavemDllllltal funds accotding to the puqioses for 
which they may or must be used. ~ liabilities are assigned to the fund fi:om. which they will bepaid. 
The difference between governmental timd assets and liabilities is repoi:t~ as fuud balance. The following 
are tlie Distri~~ major govermnental thnds: · 

General Fund The Genetal FundllCCOunts for all finanoial resources except those required to be. 
accounted for in another fund. The General Fund balance is available to the District for any PIIIPO:SC 
provided i~ is expended or transferred aocordmg to the geneml laws of Califomia. 

:Building Fund The Building Fund exists primarily .to account~tely fur proceeds :trom saleofbcmds 
and the acquisition of major goVfflllllClltal c:apital fa!;ilities and buildings. 
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CUPERTINO UNION SCBOOL.DISUUCI' 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Other Non-Major Govemmental FIUlds 

Special Revenue F.llnds Tho Special R.ew.muo Funds are used to-ount for tho JJ.!'ocoods of specific 
revenue sources that are legally restricted to llllpelldituros fbr specific pwposes. The~ IIJllinfruns 1he 
following special revenue funds: 

CIJlld ~elopment li'luld l'bc CbildDovelopmentFl;md_ is used to.account for~urces committed 
to child development programs maintained by tho District. 

Cafeterill Fund.(Acccnmt The Cafetc® Fund! Acco~t is used to acC01111t for tho financial 
transactions relaled to the fuod service operatioQS of the District. . 

Deferred Maintenance Fund The Deferred Maintenance Fund is.used for.the pmpose of major 
repalr or replacement ofDisfrict property. 

Debt Senice Funds Tho Dobt SemcoFunds are used to accouut for 1hc accumulation of mioun:os fur, 
and the payment ot: goneml long-term debt principal, interest, 1111d reJaled costs. The Dislriot maintains 
tho following debt·sel'Vieo fimds: 

Uond Interest and Redemption Fund The Bond Interest and Redemption Fund is used to account 
for tho ac.cumulation of resourcos for, and tho repayment ot: dislrict bonds. interest, and related. costs. 

COP Debt SerriceFund The COP I'!obt Service Fund js used to account fur the inw:rest and 
~tion of principal ofCertifi.oatos of Participation. · 

Capital Prajects 'Funds Tho Capital l'rojoets Funds are used to account for the acqumtion imd/or 
construction of all major govemm.ental general fixed assets. Tho District maintQins the following capital 
projects funds; · 

Capital Fadllties Fund ~ Capital Facilities .Fund is used to account for rcsoun:os m:ei'\'Cd :from 
developer impaot fees assessed under provisions 11fthe California F.nvironmental Quali\y Act 
(CEQA). 

Special Reserve Fund The Special Reserve Fund is used In account for :funds sot aside for Board 
del!ipted construction projects.. 

l'ropdetary Funds Proprielal:y fund reporting focuses Qn tho detennination of operating income, changes in 
net assets, financial posifiOll, and cash flows. The, Di$iet applies aU GASB pt'Ql!Ouncoments, as well.as the 
Financial Accounting Standards Board )lIO.llOllllcoments issued on or bofom November30 1989 unless those 
pronouncements conflict with or c.onlradict GASB pronouncoments. Proprietary :funds ~ classified as · 
enterpdse or intm:nal service. The Djslrict bas tho following pcoprictsry f\JJJ.d: 

Internal Serrice Fund lntema1 servi<:o funds maybe used to acco1D1t for any activity fot which goods or 
services are provided to other funds of the District in return for a fee to C!)Vertho cost of opetalions. The 
Districtoporates a solf:.insuranco :fund covering medical, dents]. vision. and worbrs~.co~ 
progtlllllS-
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
J.UNE 30, 2003 . 

Fiduciary Funds fiduciluy tiJnd reporting focusos onnci assets an4 chanps in net assols, The fiducimy 
fund cate_gory is split into four classificatiODs: pClll$ion trust :funds. investmeni 1rust·:funds. private-purpose 
trust :funds, and agency funds, The Dialrietonly has agency funds. 

Agency :funds an, custodial in nature (assets equal liabilities) and do notinvolw measurement of teSUlts of 
~ons. TheDis1rict'sagmey:fund.a(IJ)OUDisforatudentbodyactivitics(ASB-). 

Basis of Aceo~-MeasarementFocas 

Govenunent-Wlde Fluanclal 8Qteai.en1s The government-wide Slat.ements are prepared using tho 
economic resources measumncnt.focus and the accrual basis of accoun1ing. This is the same approach used 
in the pmparalion m'tho proprielllry fund financial-statemoats, but differs from the ~ in which 
govc:r:nmental fund financial statements are prepared. . 

Tho ~-wide statement.of activities presents a comparison between expenses, both dirl:gt and 
illd.irect, and program~ for oachgovmumonlDl :fim.otion. Diroctexponses are those that are · 
specifically associated with a service, program, or department and an, thoiefore cleerly i~lo to a 
particular fimction. Tho District does not allocate indh!:ct-expcuses to :functions in thos1atcment of activities. 
:Prog:ram revenues include Dhargcs paid by.tho :recipiont.s of the, goods or services offered by thoprognuns and 
grants and cqnlributions.that are restrictc,d to·meeting tho operational or capital~ pf a par.tillUlar 
program. Rovenucs that are not classifkd as program revenues arepresenled as general revonues. The 
comparison of program.revenues and exponses identifies the oxtcntto which *h ~on is ~-financing or 
dra,ws from tho general revenues of tho District 

Net assets shquld be reported as restricted when constmints placed on not assot uso are either externally 
imposed by Ol'editors (such as through debt covenants). grantm, contn'butors, « laws or regulations of other 
govmmnents or imposed by law thro~gh constitutionlll provisions or enabling lcgislation. 

Fund Finalldal Statements Fund financial slatemmlts report delailod information about the District Th~ 
focus of the goVCDllllC'lltal fimd ~ial stateme,nts is on major tunds mtherthan reporting funds.by typo. 
Each major fimd is presc_ntcd in a separate colwnn. Nonmajor funds are aggregated and presenled in a sin_glo. 
oolumn. The internal service timd is presented in a single oolllDID on tho faco of the proprietary fund 
statements. 

Governmental Funds All govemmental fimds am accounted for using a flow of cummt financial 
resources measurement fociis and the modili~ aCllIUlll bilsis of accounting. With this ~t 
f~ only current asu and curroat liabilities gone,:ally are included on the balance sheet. The 
statement of~es. expenditures, and changes in fund balance r:epoI1s on the sources (~and 
other financing souroes) and uses (e1'pml.dituml and other finanqing uses) of current financial resoqn:es. 
This approach differs from tho Ill3IIJlOr in which tho governmental activities of the govommcnt-wido 
slatements are pzeparcd. Governmental fimd financial stiuements therefore include tecon.ciliations with 
brief explanations to better identify tho mationship between the govcmment-wjde $~Is prepaml. on 
tho accrual~ ofaccounliog, ~tho~mic resources ~focus and tho slatemtntsfor 
.tho govenuncntal funds prepared on a modified accrual basis of accounting using tho~ financial 
resources moasurementfocus. Underthil; basis. revenues arc recognized in the accounting period in 
which they becomo measurable and available. ExpendituR:S are recognized in tho acoounting period in 
which the fund liability is incurred, if measri.lo. 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Proprietary Funds Propru:wyfimds are accounted for u$ga flow of economic IeSO\lroe$ 

measurement focus and the.accrual basis of accounting. All assels and.all liabilities associi;it.ed with the 
operation of this :fund ate included in.the statement of m:t assets. The SBtc;mc:nt of changes in ~ net 
assets presents in~ (revenues) and dccteases (expenses} in net total assets. The statement of.cash 
flows prorides information about how the District finances and meets·the cash flow needs of its 
proprietaxy fimd. 

Fiduciary Funds Fiduciaiy funds are accounted for using .the flow of economic resources measurement 
focus and the accrual basis of accorrnung 

Revenues -Exchange and Non-Eschange Trllnsactlons Rcwnue resulting Crom exchange transactions, in 
which each party gives and ICCCives essentially equal 'mac, is i:ecorded on the accrual basis when the 
exchange lakes place. On a.modified accrual basis,= is~ in the fiscal year in which the 
m;ourocs arc IJIC8SIJ,t1U)le md become available. Available means that the resources will be collected within 
the cmrent fiscal year or are expect.ed to be collected soon enough thereafter to~ used to pay liabilities of the 
current fiscal year. For the Dislrict. available means expected to be m:eived within 90 days of fiscal year
end. 

Non-exchange transactions, in wllich the District m:eiv,cs value without directly giving equal value in return, 
include property taxes, certain grants, entitlci:nenls, and dOillltions. Revenue from property taxes is 
zecognized in the fiscal year in which the taxes.are reccivcd. Revenue from certain grants, cntitlements,.and 
donations is iecognizcd in the fiscal year in which all eligtoility requin,ments have been satisfied. Eligibility 
requirements include·time and purpose i:equiremenls. On a. modified accrual basis, revenue from non
i:xchangc transactions nmst also be available before it can be recognized. 

Under the modified .accrua1 basis, the fi>llowing ICV!lJllle sources arc considered to be both measurable and 
available at fiscal ycar,,end: State apportionments, interest, certain grants, and other local SOll[Cl:S, 

Deferred Revenue Deferred:tevcnue arises when potential revenue docs not meet both the "ioeasurable" and 
"available" criteria for recogniti!IJl in the .current period or when resomces are received by the District prior to 
the incWffllce of qualifying expenditures. Jn subscqiJcnt periods, when both rcvmuc iecogaition criteria are 
met, or when the District has a legal claim to the iesources, the liability for deferred mvenue is removed from 
the combined balance sheet and ,revenue is recognized. 

Certain grants m:eived before the eligi1rilityrequkements are met are m:orded as deferred tcVenue. On the 
govmnncntal fund finanoia1 statem=.ts, ~ivables that will not be collected within the available ~od ate 
also recorded as deferred revenue. 

Expensesllupendltures On the accrual basis of accol.Dlting, expenses are recognw.cd at the time they are 
incurred. The JIICaSUilmlent focus ,of gO\\CDIIUe!ltal fund.accounting is on decreases in net financial resources 
(e~ditures)ratherthanexpenses. ExpendituresaregencmllyrccognizcdintheaccoU!llingperiodinwbich 
the related, fund liability is incurred, if measurable. The fair value of donat.ed commodities used during the 
year is 1'Cp!lrted in the operating statement as an expense with a like amount reported as donated commodities 
revenue. Unuseddonatcd.COIIIIJ10dities arercpprted as part of stores inventory, Principal and interest on 
general long-tmn debt. which bas not matured, arc recognized when paid in the govc:mmental fimds. 
Allocations of costs, such as depreciation and amortization, arc not recognized in the governmental fimds. 
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CUPERTINO UNION S(:HOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cash 1111d Cash Equivmcnts 

The District'B cash and cash cqui'Ylllenls are considered to be cash on band, demand deposits, and short-tmn 
inves1ments with original maturities of lhi:cc months or less fiom the date of acquisition. Ca$h cquhr.ile:nts 
also include cash with counly treasury ba1ances for purposes of the statement of cash flows. 

Investments 

Jnvmnumts held at Jl!ne 30, 2003, with original maturities greater than on.e year are stated.at fair value. Fair 
value is estimated based on quoted 1DIUbt prices at year-end. All investments notteqlJimi to~ reported ai 
fair value ere slated at cost or amortiz.edcost Fair values ofilmstments in~ investment pools are 
determined by the program sponsor. 

Restrict!ld Assets 

Restricted assets arise whcnresmctions on their use change the nomial undci:standing of the availability of 
the asset. Such consltaints are either imposed by creditors, contnoutors, grantQrs, or laws of other 
govemments or impoS!'(I. by enabling legislation. 

Prepaid E:q,enditur~ 

&epaid expenditures (expenses) represent amounts paid in advance of miming goods or services. The 
District has the option of tepQrtin,g an expenditure in govemmcntal funds for pi:q,aid items either when 
pun:based or during the benefiting period. The District has chosen to report the expendituies over the 
benellting peri,od. 

Stores Inventory 

Inventories consist of expendable food and.supplies held for co~tion and unused donated cODJl!lOdities. 
Inventories ate s1ateil at cost. on the w:e:ighted average cost~ The costs of inventory. itGns arc xecotded as 
expenditures .in the governmental type funds and expenses in theproprietmy type funds when used. 

Caplml .iusetii and Depredation 

The accounting and reporting1=tmcntapplied to the <;l!pitil assets associaled with a fund arc determined by 
its IIICIISUIClllent focus. General capital.assets are 1ong-livedassets of the Dislrict asa whole. ~ District 
llllU¢lins a capitalization tbre&bold of SS,000. The District does not possess any infi:asliuclu:r. 
Improvements arc capilalized; the costs of normal maioten~nteandn:pairsthatdo notadd·to the value ofthe 
asset or materially~ an asset's life arc.not capilalized, but are .expensed as incwed. 

When purchased, such assets arelCllorded as expenditures in the governmental funds. Jn the govemment
wide statements of net assets imd activities, such amolllllll arc capitalized imd their cost is amortiz.cd to 
operations over their useful lives by~ llllllWl1 depreciation .expcnB,C charge. The vahiation basis fur capital 
assets is hi$rical cost, or where historical cost is not avaibible, esti!nat.ed historical cost based on 
replacement cost. 
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CUPERTINO UNION S.CBOOL DIS'.l'RICI 

NOTES TO FINANCIAL Sl'ATEMENTS 
JUNE 3~ 20.03 

Capital assets in the proprietm:y fin!ds are capillllized in the fund in which they 8fC utilize4 The valuation 
basis for proprielDey fund capital~ - the same .as lhose uscd for the general capital assets. 

Depreciation of Qa.Pil!ll .assets is computed using the sliaight..tinc method. Estimated useful lives of the 
various classes of depmlmblc.capital assels 3lll as follows: buildings, 20 to SO yau:s; 
impro~turc, S to SOyeam; equipnulllt. 2 to IS ;yeiii:s. 

lnterfund BalaBees 

On fund financial stat,cmmts, receivables and pa)'llbles reslilting mnn short-term intenimd loims are classified 
as •mtetfunil receivables/payables.• These amouofll me eliminazd in statement of net assets. 

Compensated Absenees 

Accumu)atcd unpai<f.empl~ wcation benefits are accrued as a liability as the benefits aie eamed. The 
enthecompensatedabsenceThibmtyisreported.asaCll1Te!ltliabllityinthe·go~-widestatementofnet 
assets. F.or go~ental funds, the curnent po;ttion of unpaid compensated absences is the amount that is 
ntmnally c,xpccted to be paid using expendable available financ.ia1 ~urccs. These amounts arc IellCl"ded in 
the accotllll$ payable in the 1imd Ji-om ~ch the (mlploy.ees who haw .accumulated lcav.e axo paid. The lll!ll· 
Cllil"ellt portion of the liability is not reported in the statements but is shewn as a comp~ of _general long
term debt. 

Siok ~ve is accurnuJated without ~tfor each employee at the mte of one day for~ month woxked. 
uave with pay is provided when employees an, absent for health reasons; however, tho.employees do not 
gain a vested tjght to accumuiated !lick-leave. Employees are never paid for any sick leave balauce at 
tenninalion of employment or any other time. Therefore, the value of accumulated~ leave is.not 
recogniud.as a liability in the Disuict':S finai!.cial statements. However, ctedit for .unmed sick leave is 
applicable to llll cJassified emploY=S subjeot to a collective bargaining agreement who~ after January J, 
1999. Atretirement, each cJassified employee will reccil'e .004 ~ of service etedit for each day of unused 
sioklea:ve. 

Aceraed Uabilities Alld Long-Term Obligations 

All payables, acJ)nled lialJilities,and loug-tmnobli_gations are reported in the gowmment-wide financial 
~ts. 

In.general, go~ fund payables and aceruedliab.ilities that; once incum:d, an, paid in a .timely manner 
fi;om c.~t fioanc:iaJ. wsources, arc tepOited. as .obligatio~ of the timds, 

However, claims andjudgments, compensated absences, spccilll. tmninationbenefits, and con1ra<;tually 
~uired pension~'butions that-will be paid from governmental.funds are.reported as a liability in 1he fund 
fillancial statements only tQ the extent thai they arc;-due for payment during the cnm:nt ytar. Long-tenn 
obligations axe not m:t>pized as liabilities in govermnental funds but aie disclosed in the notes tQ :financial 
mtements. Debt service expenditures, including principal and .interest,_ fi:om bonds. capital leases or other 
long-term loans. are rec:ogoized as expenditures in the gover:amental fund;linanciid ~ts when paid. 
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CUPERTINO u:NlQN SCHOOL DISTRICT 

NO'I'ES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Fund Bllauce Reserves and DeslgnatloD$ 

Tho District-reserves those pottioos of fund.equity which.ate leplly SC8fC8lltcd for a specific twum .use or 
which do not represcmt.avai&lbte expendable reso\®CS and tbemfm.1, me.not. available for appropriation or 
expenditure. Umeserved fund balance indicatllll tbatporti.cm of fund equity which is awilable for 
appropriation in fi.rtua:pcrl~. FundequityrcsetVcs bavcbeen established fornM>Mng cash accounts, 
stozes inventories, ptqlllid expenditutcs ( expenses), and legally reslrictcd ~ and entitlements. 

DesignatiODS of fund balances consist of1hat portion of the _fimd balaJ1C!' tbatbas been set aside by the 
govemingl,olUdtoprovideforspccifie~oruses. Fwdequi1¥desi.giaationshavcbcenestablishedfbr 
ecc.inomic ~ and oihel'puzposes. · 

Net Assets 

Net assct5 ~ the difii:rence between assets and liabilities. Net assets invc.stcd in capital~ net of 
rela1lld debt C011Sists ofcapilal assets, net of accumulated ~on. mluceq by the outstanding balances of 
any bom>wings used for1he acquisition. collSlruction or improvement of thos!, ~. Net asset;a are niported 
as restricted when there are limitations imposed on their use either thrQugb the enabling legis:taJ:ion adopted by 
the Distrletor ~ugh ~restrictions imposed by creditors, giwm, or laws or rcgulatiops of otl!.er 
govemJJlellls. TheDistriotappliesrestrictedresourceswhenanexpeuseis~forpw:posesforwhich 
both restricted and UDICStrillted net asSllts are available. 

Operating Revenues and~enses 

Operatio; :revenues are those revenues that are generated directly :from the primuy activity of the proprietmy 
funds. For the Disttict, these revenues are primarily interfilnd DISUl'llilCe pmniums. Operating expenses are 
necessary costs im:urml to provide the good« scniice that is the primary aclivio/ oflhe fund. 

laterflmd Activity 

~ between govcmmenfal and bu.siness-typc activities, if applicable, on thegovemment•wide 
slatcmcnts are reported ii). *1ie same tnanner as genetal ff:VCllUeS, 

Bxchange transllctionsbfflveen :funds l!{ercportedas 1CYeD.l.lCS in 1he ~er funds and as expenditw:esf 
expenses in the pumbaser :funds. Flows of cash or goods from one fund to another without a requuement for 
repa:ym=rt are reported as inlmim.d ti:ansfeis. Jnterlimd mmsfms .are reported as.other financing sollrCel!l'uses 
in govemm.ental funds Jllld atll:r non-opcrating.i:eyenues/expenses in p~emry iimdll. Repayments from 
funds respollSll>le forparti.culara:pcnditumsf~ io the funds tbat initiaUypaid for them are not 
presented OU the financial statmcnbt. 

Estimates 

The pxepa.mtion of-tb financial statements in conf'onnio/·with accotmting principles gc;n!Dlly aecepted in the 
United States of .Anltrica requires Jll8118~t to~ estimates and assumptiODS. lhat affect the amounts 
teported in the finaµcial statements and accompanying notes. Actual results ma.y difil:r from those el!timates. 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Budgetary Data 

The budge!m:ypm:ess i5 prcscnlled by provisions of the California Bducation Code and~ the 
governing board to hold a public hearing and adopt.1111 opeaiting budget no later tbanJllly 1 of each year. The 
District governing board satisfied these~ The adopt.ed budget is subject.to ~t 
throughout the year to give consillc:ration to unanticipatcd rewnue and expenditures primarilyttmtlting from 
events UDknown at the 1ime of budget adoption with the legal restriction that~ cannot e.xceed 
appropriations by major object account 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the ll1llOU!lts when 
the original appropriations were adopted. The amounts rcportedas the final budgeted IUllll1ll1ls in the · 
budgetmystatements reflect the amounts after all budget amendments have been accounted for. 

Property Tu: 

Secured property tax.es attach as an enforceable lien on~ as of 11µ1uary 1. Taxes are pay.ible in two 
installmen1s on November 1 and Febru.my 1 and become delinqi.11:nt on December 10 and April 10, 
respectively. Unsecured property taxes ai,, pay.ible in one installment on or before August 3 l. The County of 
Santa Clara bills and collects the lllxes on behalf of the Dislrict. LOClll property tax revenues are recorded 
'when received. 

NOTE 2-CIIANGES IN ACCOUNTING Pl.UNCIPLES 

For the fiscal year ended June 30, 20Q.3, the District has implcmcnted Governmental Accounting S1andm:ds Boar:d 
(GASB) Statement No. 34, "Basic Financial Statements-and Management's Discussion_and Analysis- for S.tatc 
and Local Govemmmits, • GASB Stat,cment No. 36, "Rt:ceipt Reporting for Certain Shared Nonexehange 
Revenues", GASB Statement No. 37, "Basic Financial Statcinents for State and Loea1 Govemments: Omnibus". 
and GASB Statenient No. 31!, ·~ Financial S1atewent Note Disc!~", and GASB Statement No. 41, 
''Budgetary Comparison Schedules -Perspective Difference•. As a result, the financial statcmems for the tint 
time include 1) a Management Discussion and.Analysis (MD&A)section providing an analysis of the District's 
overall financial position and.ll:SU!ts of operations, 2) financial statements prepaml using full accrual accounting 
for all of the.District's activities, and 3) a change in the fund financial statements to focus on the major fimd,s. 
TMse and other changes 8le. teflcctcd in the accompanying financial statements, includ.ingnotes to 1iDancial 
statements. . . 

NQTE 3-DEPOSl'rS AND INVESTMENTS 

Policies and Practices 

The District Is considered to be an involuntary participant in an extemal investment pool since the District is 
required to deposit all receipts and collections of monies with their county treasurer (Education Code Section 
41001). In additi()ll, the District is aJJl:hom.ed to maintain &po.sits with certain financial institutions that&1e. 
fedenllly insured up .to S 100,000. 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

The District is also authotmd to make-Oii:ect investments in local agency bonds, notes, or Wllffllllts wi1hin the 
state; U.S. Treasmy insttuments; registl,rcd State wammls oi:tl'easuiyno~ se.aurities oftl_ie U.S. • 
Government, or its agencies; bankem accqitanccs; ~ paper; certificates of d1:JX!Sitplaccd with 
cODUIWCial banks and/or savings and loan companies; Je(llll'Chase or .-ever&e repurchase agreements; m,dium 
1em:i corporate notes; shaies of beneficial.in~ issued by ~ed management ~~anies, certificates of 
participation. obligations with tint pri<rity security; and collateralizcd mortgage obligations. 

Cash 

Cash at 11D1C 30, 2003, is presented below and categom.ed separately to give an indication of:tbe level of risk 
assessment with each deposit: 

Bank Balance.· Cate~ • 
I 3 Total 

Cash on hand and in banks $ 215,688 $ 6S,7Sl $ 281,439 
Cash in mvolving fund 66,410. 66,410 
Cash with fiscal agent 2;658,599 2,658,599 

Total $ 21!2,098' $ 2,724,350 $ 31006,448 

Oovcmmental Proprietary Fiduciary 
Cariying C;trrying Carxying 
Amount Am.ount Amount T.otal 

Cash on hand and in banks $ 57,388 $ 76,170 s 138,445 $ 272,003 
Cash in revolving fund 77,059 77,059 
Cash witlrfiscal agent 1,772,923 885,476 2,658,399 
Cash awaiting deposit 14,960 14,960 

$ 1,922,330 $ 961,646 $ 138,445 $ 31022,421 

*These categories ai,, as follows: 

qrtegoi:y 1: Insured or collat=lized with sec;uritics held by .the District or by its agent in the District's name. 

Category 3: Uncollatemli7.ed. ·This includes any bank balance that is collateralized with sccuriti!'S held by the 
pledging financial institution, or by its trust department oi: agent but l!Qt .in the District's name. 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Jnvatments 

The District's investmonts are catcgo;rized to give 1111.indicationofthe level ofriskassumet;lbytheDil!.tri.ct$ 
year-end. Category 1 inchxlcs investl!lents that me insured !Ir n,gisJc:ed qr Corw!Iich the securities me held by 
the District or its.agent in the District's name. Categol')' 2 includes UlllllSUied and ~investments for 
whic1i the countmparty's lll1st department .or qgent in the District's name holds the securities. Category 3 
includeswlasured and.unregistmdinvestmcms for which the securities ate held by-die financial institutil)D.'S. 
trust department or agent but not in the disb:ict'I! Illll!le. Deposils with the County Tteasmy ate·not categomed 
:because they do not represent sc.curities, which exist in pbysical-0r book cnlxy fonn. ·The fair Blues~ 
pxovidcd by the cotmty end St;ite tteasures for lheirrespectivepools. 

The investments at JIIIIC 30, 2003 had reported and mirvalues 111),d were categorized as fullows; 

Carrying Value 
Govrmmental PtoprielaEY Tolal 

Uncategorized: 
Deposits with cotmty treasurer $ 77,507,694 S 3,297,901 180;805,595 

NOTE4-RECEIVABLF.8 

Receivables at June 30, 2003, consisted of 1hc. following: 

Nonmajor 
General Bm1rlins: Funds Total 

Federal Qovmunent 
Categorical aid $ 906,533 $ 193,630 s 88,307 S 1,188,470 

State GofflJllll.ent 
Categorical aid 10,352 553 10,905. 
Lottery 884,932 .884,932 
Oth~state 838,854 142,063 980,917 

Local Govcmment 
Interest 94,527 146,743 23,590 264,860 

Other Local Sources 1,206,471 90,873 42,660 1,340,004 
Tolal $ 3.941,669 $ 431,246 $ 297,173 $ 4,670,088 
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CUPERTINO ONION SCHOOL ~ISTRICT 

NOTES TO FINANCIAL Sl'ATEMENTS 
JUNE 30, 2003 

NOTES- CAPrrAL ASSETS 

Capilal asset activity for1bc fiscal year ended 111110 30, 2003, was as follow.s: 

Balance B,aJauco 
Juru, 30, 2002 Additions ~ons J'unc, 30. 2003 

Gov.el'Jlm.elltal Actlvldes 
Capilal .Assc1s not b!mlg depn,ciatcd: 

Land $ 3,11~0,6.30 $ ., $ . $ 3.180,630 
Capilal Assets being depmc.iated: 

Land Improvements 11,135,987 259,417 11,395,404 
Buildings and Improvements 191,434,825 17,917;1.79 209,352,104 
FUIJlibn and Equipment 4~~33 9251993 249,599 5,069,327 

Total Capilal Assets being depreciated 206,9~.745 191102,689 249,599 225,816,835 
Total Capi1al Assets . 2101144,375 191102,689 249,599 228.997,4.65 

Less Accl.unulatcd Depm:iation: 
Land Improvements 5,208,369. 344,686 5,553,055 
Buildings and Improvements 80,596.707 7,182,206 87,778,13 
Fumiture and Equipment 2,411913 494,279 214,361 ;6941~1 

Tolal AcCUlllWlltcd Depreciation 88,219,989 8,0211171 214,361 ,;026,199 
Govemmen,laJ Actmties Cat>ilal 

Assets.Net $ 121,924,386 S 11,081,518 S 35,238 s 13;9701666 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JONE 30, 2003 

NOTE 6-INTERFOND TRANSAC'flONS 

lnterfund Retelvables/Payables (Due To/Due Prom) 

Intemmd.teeeivable and payable balances at 1~ 30, 2003, between major andJ10l!IDl!ior gov.emmental 
funds, noJ]Jillljt>r enterprise funds, internal service funds, and fiducia,:y funds axe as follows: • 

I DueFrom 

Nonmajor lntanal 
General . _ Buildin.&.. Govemmcntal Service Totai 

olGencw $ - $387,260 $ 22,872 $ 200,321 $ 610,453 
Ft l;Juilding 635,108 - ~ 635,108 ! Nonmajor govemmcnlal 19,197 324 - 19,521 

JntemalServ.ice 804 ... 804 

Total $ 655,109 $387,260 s 23,196 S 200,321 $ 1,265,886 

All balances resulted from the time lag between the date lhat (I) intetfulid goods and ,services are provided or 
t'!limbursable ~ occur, (2) transactions are r:ecorded in the accolll\ling Sj'Stem. and (3) payments 
between funds me made. 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

OpenmngTransfen 

Interfund tnmsfers for tho year ended.June 30, 2003, CODSis1m of the following: 

Transferln 
Nonmajor Jntcma1 

'l'nmsfcr Out General Go~ Service 
Gcnm1 $ $ 35,748 $ 196,760 
Building 2,911,799 
Nonmajor govcmmcntal 129234 l~J66 

Total .! __ J29,S34 $ 4,170,913 $ 

The Dcfmed MaiDi"enancc Fundtransfmed to the General Fund for transfer of 
expenditures to qwllified deferied maintenance projects. 
The Genm1 Fund transfmed to the Child Development Fund f~ Slllte Pres!lhool 
Programsupport. 

. 
19,6,760 

The.General. Fund transkcd In the Selflnsm:antc Fund for District designated health 
and welfare and wmkt:!S' COIIIPCllSS1ion coverage. 
The aullding Fund tr.msfel:md to the Defei:red Maintenance Fund for .Di$iot deferied 
mainwnancc State lJlllteh. 
The Building Fund transfc:iml to 1he Special Reserve Capital Fund to reserve for 
Certificates of Participation payment 
The Special Reserve-Capital Fund n,msferred to the Debt Service Fund for the 1995 
COPS issue P8}'JD.Cl1t. • 

Total 

NOTE7-ACCOUNTSPAYABI.,g 

Accounts payable at.June 30, 2003, oonsisted of the following: 

Norunajor 
General Bull~ Govemmimtal Total 

Vendor payables $ 1,176,918 $ 1,677;287 $ 58,454 $ 2,912,659 
State apportionment 563,392 563,392 
Salaries and benefits 3,119,643 19,476 1,346 3,140,465 
Other significant payables 419,376 6,552,074 6,971,450 
Other 113,995 - 5~.s110 113;;95 

Total $ 5,393,324 $ i'i,248,837 $ i 13,'Jfl1""~I 
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s 232,508 

2,911,799 
1,35;900 

$ 41497,207 

s 129,534 

35,748 

196,760 

1,711,799 

1,200,000 

1,223,366 
$ 4,497,207 

Self 
Insurance 

$ 67,028 

. 
$ 67~02!1 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 8-DEFERREDREVENOE 

~ffl'CDlle at June 30, 2003, consists of the following: 

Fed mil financial .assistance 
Stat.e 4l8teg01ieal aid 
Qlhcrlocal 

Total 

NOTE 9-LONG-TERMLIABILITIES 

Long-Term Debt SIUIIIDlU'Y 

·$ 237,627 
©7,789 

1.161,047 
· $ 2,036,463 

~ changes in the District's long-term obligations during the yearco!JSisted of the following: 

Balance Balance 
Julyl,2002 ACCRtm Ad!Blions Deductions June 30, 2003 

Gena obligatiQ!l bonds $102,137,228 Sl,279,632 $29,99!),SSS $4;320,00Q s~.096,418 

Catiticaus o!participation 8,225,000 860,000 7,;365,000 

Compcnsalcd absences 608,ffl1 31,627 645,704 
Capilatl- 3,198,584 392,000 319,922 3,270.662 

$114,168,88.9 $1,279,632 $30,429,185 $5,499,922 $140,377,784 

Self 
~ 

1,.287,207 
$ 1,287,207 

Duc,in 
One Year 

$2,575,000 
!IOS,000 
645,704 
214,065 

$4,339,169 

Payments on the 00 Bonds arc made by the »and lntlRatand 'RedcmptionPund with local revenues. 
Payments for the C«tificates of Participation am Jlladc by the D.ebt Service COP JJund but the ultimale 
RVeDUe souroc is :from a transfer in from the Building Fund. (See Note 6.) The acCUDl11latcd vacation will be 
paid by the fund for ',\'.hich the employee WOl.'.ked. Pa~ on the capital leases an: made by the Gencml 
Fund and BuildingF!Jnd. 
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Bo•dedDebt 

The outslandiDggeneml obligation bonded~ is as folloWll: 

Bonds 
Issue Ma1uri1;y Original Outstmding 
Date Date lssllC !!!!l l. 2002 

1995 81100 $ 29,500,000 $ 3,400,000 
1997 8/1121 18,25.0,000 17,570,000 
1997 8/1/21 8,749.985 ll,OQ7,911 
1999 8/Jf}J 8,800,000 8,530,000 
1999 8/Jm 5,700,009 6,379,317 
2001 8/1/26 25,250,000 2$,250,000 
2002 8/1/20 30,000,000 30,000,000 
2003 8/1.J?:/ 29~,S58 

$102,137,228 

Debt Service Requirements to Maturity 

~ }xmds mature tbroµgh2028 as folio~: 

'Fiscal Year 

Issued/Accreted 
$ 

961,087 

318,545 

29.999a5B 
$31,.279,190 

bleemed 
S 775,000 

425,000 

270,000 

750,000 
2,100,000 

$4,320,000 

2004 
2005 
2006 
2007 
2008 

$ 2,575,000 
2,570,153 
2,817,542 
3,122,429 
3,123,159 

S 3.~8,506 

2009-2013 
2014-2018 
201!)..2023 
2024-2028 

Total 
Accretion to date 

TOll!l $ 
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20,lS9,664 
U,527,727 
44,819;880 
19,163,998 

124,879,552 
4,216,866 

129,096,418 

4,084,290 
4,094,9,12 
4,086,507 
4,395,203 

21,926,070 
22.994,450 
20,953,093 
29,117.313 

$ 115,500,344 

Bonds 
Oul$tandiog 

lllllO 30, 2003 
$ 2,625,000 

17,145,000 
11,968,998 
8,260,000 
6,697,862 

24,500,000 
27,900,000 
29,999,558 

$129,096,418 

Total 
S 6,423,506 

6.654,443 
6,912,454 
7,.208,936 
7.518,362 

42,085,734 
49$2.177 
65,772/}73 
48;ist,311 

$240,379,896 
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CUPERTINO UNION SCHOOL DISTIUCT 

NOTES.TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cenificates-0f Participation 

In Dccembe. 1995, the District issued Certificates.of Participation in the llUI01lll.t of $12,500,000 with interest 
rates ranging from4,0 to 5.5 percent. As ofiune 30, 2003, the principal balance bU1l;landing was $7,365,000. 

The cemficates niaturc through June 2013 as follows: 

Year Ending 
Iimc30, 

2004 
2005 
2006 
2007 
2008 

2009-2-013 
Total 

Capital Leases 

Principal 
$ 905,000 

945,000 
995,000 

1,045,000 
1,100,000 
2,375,000 

$ 1a6,s,ooo 

S 382,760 
339.,320 
293,015 
243,265 
188,925 
197.,450 

S 1,644,735 

Total 
$ 1,287,760 

1,284,320 
1,288,015 
1,288,265 
1,288,!125 
2,572,450 

$ 91009,735 

The District has entered into various capital lease 11m1Dgemcnts and has recorded capital assets in theamollllt 
of $18,604,427 with comsponding accumuiated depreciation of $6,677 ,424 at June 30, 2003. The District's 
liability on lease a~ts with options to punihase .are summarized balow: · 

Co2iers 
Balance, July 1, 2002 $ 111,005 
Additions 427,091 
Payments 74,889 
llalam:e, June 30, 2003 $ 463,207 

T.hc cap~leascs have minimum lease payments as foUows: 

Y~linding 
June 30, 

2004 
2005 
2006 
2007 
2008 

2009-2013 
T-Otal 

Less: Amount Representing Interest 
Pm.ent Value ofMinimum lease Payments 
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Buses Modul81'S 
$ 244,170 $ 3,699,218 

111,394 256,106 
s "132,776 $ 3,443,112 

Total 
$ 4,054,393 

427,091 
442,389 

$ 4,039:095 

Lease 
Payment 

S 237,716 
346,744 
508,698 
486,638 
486,638 

1,972,661 
4,039,095 

768,433 
$ 3,270,662 

CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL Sl'ATEMENTS 
JUNE 30, 2003 

NOTE 10-FUND BALANCES 

Fund balances arcc:omposed of the following elements: 

Gene.ml 
Rl:servcd 

Revolving mh s 7S,OOO 
Stmes inventory 90,S53 
Prepaid expenditures 394,634 
Ri,strictcd progmms. 1,472,838 

Tqlal Reserved ;0331025 
Umeserved 

Designated 
Economic uncertaintiC11 2,953.1134 
Other designation 11046,820 

Total Designated 4,000,754 
Undesignated .3,0341688 

Tolal Unreserved 7,035,442 
Tolal $9,068,467 

NOTE 11-RISKMANAGEMENT 

P~perty lll1d Liability 

Bui~ 

$ -

50~87,323 
50,287,323 

50,287,323 
$50,287.,323 

Nomoajor Fich!cimy 
~lal Total Ftmds 

·$ 2,059 $ 77,059 $ 
109,985 200,538 

394,634 97,266 
1,47;838 

112,044 2,145,069 97;1.66 

2,953,934 
3,092,808 541426.!151 
3,092,80.8 57.,380,885 
6,199,201 9.2331889 387,302 
9,292,009 66,614i774 3871302 

$ 9,404,053 $68,759,843 $ 484,568 

The J>islrict is ~ to various risks of loss i:elatcd to 1Drts; theft of; damage to, and desuuction of assels; 
mors and OJllissions; injuries to employees and natural dfsast.ers. Emplo)WC worker's co.mpcnsation, denla1 
and foundation p~ .medical progmms arc administered by the Self:.Insutance Fund throu_gh the purobase of 
cpQ:llllClcial insurance. Dmiug fiscal year ending June 30, 2003, the District conttacted with dleNorthem 
Califomia RELIEF public entity riskPQOl for property.and liability excess property, liability, fidelicy and 
boiler insurance coverage. Settled claims have not exaccdecl this commei:ciat coverage in any of the past 
three years. There has not been a signi&antteduction in coverage from the prior year. 
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~ERTINO UNION SCHOQLDISTRlCT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Insurance .Program/ Company Name 

Pmpgty and liability 
North Cal ReLlEF 
North Cal RcLlEF 

Bxcess '.P;mpertv aod I iabi1itv Program 
North Cal ReLIEF . 

Boi!er and Machinery 
North Cal RcLIEF 

CJalms Liabilities 

Type of Comage 

~ 
Liabilil;y 

Excess Property and Liability 

Fidelii;y' 

:Boiler and Mac~ 

Limits 

s 150,000,000 
$ S,000,000 

s 4,000;000 

s 2,000,000 

$ 25,000,000 

The District rccotds an estimated liability for indcmnif;y toris and other claims against the Distri!)t.. Claims 
Uabilities are based on estimates of the ultimate cost of reported claims (includi!!g future claim adjustment 
cx:penscs) and an t$fimate fOl'. c1e:ims incJm'ed,. but not reported based on historical experience. 

NOTE 12-EMPLOYEE RET,IREMENT SYSTEMS 

Qualified employees arc cov.cred under multiple-employer .contrlm.!to!:y retirement plans maintain~ by agencies 
of the Stat.c ofCalifomia.. Cettificated employees.me 111embers of the Slate Teachers' Retirement System (STRS) 
and classified employees me Dletllbers of the Public Pmployees' Retirement System (PERS). 

STRS 

l'JmDe:scription 

The District confribut.cs to the Califom.i$ 'Sllttc Teachers' Retirelllent System (STRS); a. cost-&haring multiplc
cmployerpublic employee~ system defined bcncfitpcosion plan, administered by STRS. The plan 
provides retirement and disability bcmefim and survivor benefits to beneficiaries. Benefit provisions arc 
es1ablished by State statutes, as legislatively amended, wilhin the State Teachers' Retirement Law. STRS 
issues ascpanue ~ annual :6.nanclal report that includes financial statements andxcqwecl 
supplc:mcntary information. ·Copies of the S'llUl annual fiI1anciel report may be obtained :from STRS, 
7667 Folsom Blvd., Sacramento~ CA 95826. 
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NOTES TO FINANCIAL STATEMENTS 
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Funding Polley 

A¢ve plan member$ arc JeqUlred to contribute 8.0 percent of their salmy aod the District is required to 
contribute anactuarlally~.rate. The IICtuarial methods and BS$WJPtiODS used fur ~g the 
llltc arc: those adopted by STRS Teachets'Rctiien1entBoard. The~ employer co!Ull'bution mte for 
fiscal year 2002-:2®3 w.as 8.25 pe.rgent of annual payrolL The eollfn"bution mquimncnts of the plan membcni 
are established by S1ate Slatule. 'Ihe District's contn"butions to STRS for the fiscal.years ending 
June 30, 2003, 2002,·and 2001, were $4,167,759, $3,754,041, and $4,07l,2Q5, tcSj>CC1ively. and. equal 100 
~ of the requucdcon1n1mtions for cechyem:. 

Plan Description 

The District qon1rib~ to the School EmplQYer Pool Wldcrthe Calif~ Publio Employees' Retixement 
System {CaIPERS); a. cQSt-sharlng multiple-employer public employee retirement systetQ. defined benefit 
pension plan~ by CaIPERS. The plan provides retirenlent and disability benefits, m,,nual cost-of. 
living a4iustments, and deatl! benefits to plan memhets and bene±iciaries. ~efit prqvisions are c:11tablished 
by State statuu,s, !18 legislat.ivclyamcnded, w.ilhin the Publfc Employees' Retirement Laws. Can>ERS Issues a 
seplll'lte comprchensiw mmua1 financial IqlOrt tbAt includes iiDancial statements and ~.supp~ 
information. Copies of the CalPBRS' aimua1 financial report may be ohlained tram the CalP.ERS Executive 
Office, 400 P Street, Sacramento,. CA 95814. 

Funding Policy 

Active plan members arc requiml to con1ribufe 7.0 ~ of their salmy and the District is requicQl to 
con1ribute an ectuarlally dcteJ1llined rate. Thc acblaria1 methods aod assumptions used fpr determining the 
mte arc: those adopted by the CalP.aRS Boai:d of Adminis1uition. The required employer contnl>ution 111tc for 
fiscal year 2002·2003 was 2.894 pe,:cent of annual pllY[Qll (decreasing to 2.771 pcn:ent of pay :under a. speoia1 
~ding situation eftbcti\!e with thc.Febniary 2003 pa,yroll period due to the State's dirffl rcunburscmcnt to 
CalPERS of the cost for cetlain legislatec!.benetit increases in the plan). 'Ille conlrl,"bution n,quiremcnts of the 
plan members arc established by State statute. The District'$ COll1n"butions to CalPERS for the fisca.t years 
mding JtmC 30, 2003, 2002, and 2001, were $492,888, $0, and SO, iespectively, aod equal 1-00 Pl'ffl!ll,tofthc 
rcquired confnoutioos for.each year. 

Other lnfoQIUltion 

Under STRS law, ca1ain mlyrctirexne,nt incen1ivcs equire 1he employer to pay1hcprcsent ~ of the 
additional benefit whieh may be paid on either a current or defemd basis. The Dislriet has no obligation to 
STRS. 
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CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCW.. STATEMENTS 
JUNE 30, 2003 

On Belaalf Payments 

The State of Califomia makes i:on1ributiolls to STRS and PERS on behalf of the District. These pa;yments 
consist of State GcneralFundcontn'butiODS to STRSin tbeam.ountof$2,297,694 (4.475 pctllcCllt~fsalaric,s 
subject-to ST.RS) 1l!ld $ 15,667 (.092 JlClllClll of salariC";S s.ul>ject IO PERS). Under ac.counting principles 
genmlly accepted in the United Slates of America, these l1UlOlDllS an: to be reported as tem1ucs and 
expenditures, however, guidanco ~ from the Califomi.aDepartment ofBducation.~ local 
educational agencies not to record these amounts in the .Annual Financial and Bwlget Report These 8Dl0unts 
also have not been recorded in these financial statem.cnts. 

NOTE 13-COMMITMENTS ~ CONI'INGENCIES 

Grants 

The Dis1rict received -financial ussisfance from Federal and S1ate agencies in the fonn of grants. The 
disbmsemcnt of.funds received under these programs generally requires complian~ with terms .and 
conditions specified in the grant agreements and are subj~ to audit by the grantor apcies. ,Any dlsallowed 
claims resulting fimn such audits could become, a liabiley of the general fund or other applicable funds. 
However, in the opinion of management, any such disallowed claims will not have a-material edveme effect 
OJI tJie overall financial position of the District atrune 30, 20Q3. · 

Construction Commitments 

As of Junc 30, 2003, the District had the following conuni~ with "8J)Cet to the unfinished capiial 
projects: 

CAPITAL PROJECT 
EatonElementaey School 
Murd®kBlemenlaly School 
E"ssenhower IDemcntmy School 
Garden Gate IDementmy School 
Lincoln IDemen1Bry School 
NimitzBle,menlaly School 
Sedgwick El.cmenlaly School 
Stocklmeir Blemenlaly School 
West Valley IDemenlaly School 
Hyde Michlle School 
Miller Middle School 

41 

Remaining 
Consll'Uction 
Commitment 
S 844,325 

4,011,0!IO 
690,440 
651,424 
549,457 
610,210 
968,491 

1,07:8,036 
715,494 
808,725 
751,917 

$ 11,679,609 . 

Eltpected 
Date of 

Completion 
09/30/03 
12/31/03 
09/30/03 
09130/03 
09/30/03 
09/30/03 
09/3()/1)3 
09/30/03 
09/30/03 
09/30/03 
09/30/03 

CUPERTINO UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE JO, 2003 

NOTE 14 ·PARTICIPATIONJN PUBLIC ENTITYBISKPOOUI AND JOINT POWER. 
AUTHORITIES 

The District is a member oftheNortbem Califomia RELIEF jointpowmauthority. 'The Dlstrictpa.YS an IIDll1lB1 
preDJium to the Nortbem ca!ifbmia.RELII!F JP A. The relationship between the Dis!rictand the JPA is such that 
the JP A is not a componcnt unit .of.tbc District for financial reporting pllqJOSeS, 

The JP A has budgeting and financial reporting requirements independent of member llDits .and ~ir fil;umcial 
s1atcments are not presented in~ financial statements; ho-, fimd b:ansactiOllS bctw.een the JPA and the 
District is included in these statements. Audited financial statclllCllfs are available from the JP A. 

Nor.th Cal ReLIEF 

B. ~ Provides ~/liability, eii:ccss property/liability, fidelity, boiler 
and:machinety coverage · 

C. P&fitjpput, Northern Qilifomia School Dis1ric1s 

D. f'.overning Bolll'd One member from.each participating district 

E, Condensed Audited Fmanclal Information Follows 

Assets 
Liabilities 

.Fund Equity 

Netlncrease in Fund ~ty 

F. PlmgenfsfortheCurrentYear 

NOTE 15-TAXANDJlEVENtlE ANTICIPATION NOTES 

S l9,7 , . 
16,644,047 

$ 3,123,610 

S 242,978 

On July 2, 2002, the DistrictilwedS6,200,000 in Tax and Revenue Anticipation Nob! beariog imezcstat2.75 
pcrccnt. The notes weie issued 1X> supplc.ment.cash flow. Interest and principal 'Were paid by June 30, 2003. 

NOTE 16-SUlJSEQWNI' EVENT 

The District issued $8,900,000 ofTax and Revenue: Anticipation No~ dated July 1, 2003. The notes ma~ on 
June 30, 2003, and yiel~ 1.75 ~ ~ The notes were sold to supplCDlCllt cash flow. · · 
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CUPERTINO UNION SCHOOL DlSTRICT 

NOTES TO FINANCIAL STATEMEN'J,'S 
.,JUNE 30, 2003 

NOTE 17-DEFERBED STATE APl'ORTIO:NMENTS 

Its part of the plan to addrt.9s the budget orlsis moingthc State of Cslifomia. Senate Bill (SB} Xl U! (.lhe Bill) 
was signed into law during the year e,a.W 1U11e 30, 2003. The prowiions of the Bill si,gnificantly llltere4 i\mdmg 
for California local educationalagenoie.s (LBAs). Tho Bill, among otherthingil. shitlcd1hc appropriation for and 
1hepaymentofthc June 2003 principal apport:ionmentforfhe ~ fuuds into tlie.2003.(14 fiscal)'ellr. The Bill 
allowed LE.As to ~gnize for blldgetary andfi:oandal repoi:tjng pwposcs any amqunt of state appropriations 
deferred nom the curreut fiscaJ, year and.appropriated from the subsequent fiscal year for paymBntof cuo:cnt·}'tat 
<:osta as a reccr.iablc in the cummt year. In addition, Asscml>ly Bill 2781 dcfcm:d the 2002-03 approprlatiQDS for 
the Home-to School Transportation, School~~ Targeted Instructional Intprovcmmt, andSupplcmenlal 
Gtunt programs into the 2003-04 fistal year. Exclusion of'lhe apporfiomnmlts would have resulted in a dcoi:easc 
in teeeivablcs, revenue and available ICScn>es in the Genei:al FQndof $353,591. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

The District includes approximately 12.65 square miles in the southern part of Alameda County and 
provides educational services to the residents of the City of Dublin (the "City"). The estimated population of 
the District is 32,550. 

The District operates five elementary schools (K-5), one middle school (6-8), one high school (9-12) 
and one continuation school. 

The District's 2003/04 pupil-teacher ratios are 21.89: 1 for grades K-5, 25.43: 1 for grades 6-8, and 
23.37:1 for grades 9-12. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in staggered years. The day-to-day operations are managed by a board-appointed 
Superintendent of Schools. John Sugiyama has served in this capacity since July 1996. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

(a) 

(b) 
(c) 

(d) 

DUBLIN UNIFIED SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/0l(b) 

2001/02(b) 
2002103(b) 
2003/04(c) 

2004/0S<dJ 

Average Daily Attendance<•) 

3,895 

4,038 
4,160 
4,252 

4,342 

Includes grades K-12, special education, continuation education and home and hospital; does not include adult education or ROP. 
Audited Financial Statements. 
Estimated - Second Interim Report adopted on March 9, 2004. 
The District. 
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Labor Relations 

The District employs 262 full-time equivalent certificated and 155 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

Labor Organization 

California Schools Employees Association 
Dublin Teachers Association 

<•> Negotiations pending. 

Source: The District. 

Investment of District Funds 

DUBLIN UNIFIED SCHOOL DISTRICT 
Labor Relations 

Number of Employees 
In Organization 

362 
310 

Contract Expiration Date 

June 30 2005Ca) 
June 30: 2002C•l 

Substantially all District operating funds are held by the Alameda County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX C -ALAMEDA COUNTY-COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in AD.A. The District is not a basic aid district. The District has assumed AD.A. 
growth as reflected in the table above, and 1.84% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 
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(a) 

(b) 

(c) 

Fiscal Year 

2000/0l(a) 
20011oz<•l 
2002103(b) 
2003/04(c) 
2004/05(c) 

Audited Financial Statements. 
Unaudited Financial Statements. 

DUBLIN UNIFIED SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$21,828,015 
23,349,534 
24,320,246 
24,562,330 
25,884,687 

Second Interim Report adopted on March 9, 2004. 

Percent of General Fund Revenues 

74.38% 
72.42 
73.12 
75.35 
75.82 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and ·benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects an increase of three full-time equivalent certificated and a reduction of three full-time 
equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated salary 
increase for certificated employees, and a 0% negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to increase by .95% in the 2004/05 fiscal year. 

(a) 

(b) 

(c) 

Fiscal Year 

2000101<•) 
20011oz<•l 
2002103Cb) 
2003/04(c) 
2004/05(cJ 

Audited Financial Statements. 
Unaudited Financial Statement. 

DUBLIN UNIFIED SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits 

$23,771,683 
26,263,736 
27,450,881 
27,926,430 
28,190,847 

Second Interim Report adopted on March 9, 2004. 
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Percent of General Fund Expenditures 

80.58% 
82.84 
82.61 
83.53 
83.40 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

DUBLIN UNIFIED SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balance 

Unaudited 
Actuals Actuals Actuals 
2000101(•) 2001102'•) 2002/03 (a) (b) 

Revenues 

Revenue Limit Sources $ 24,320,246 

State Aid $ 8,743,172 $ 8,651,611 

Property Truces 13,084,843 14,697,923 

Federal Revenue 602,708 755,596 917,400 

Other State Revenue 4,009,925 4,927,703 4,880,832 

Other Local Revenue 2,905,528 3,210,598 3,141,209 

Total Revenues 29,346,176 32,243,431 33,259,687 

Expenditures 

Certificated Salaries 16,179,890 17,636,025 18, 198,536 

Classified Salaries 4,421,746 4,892,504 5,226,501 

Employee Benefits 3,170,047 3,735,207 4,025,845 

Books and Supplies 1,245,464 1,232,940 1,147,786 

Services, Other Operating Expenses 2,436,620 3,634,714 3,479,771 

Capital Outlay 1,456,085 229,812 

Other Outgo 591,319 342,410 1,151,462 

Direct Support/Indirect Costs 

Total Expenditures 29,501,171 31,703,612 33,229,901 

Other Financing Sources/Uses 

Interfund Transfers In I Other Sources 392,165 66,197 470,835 

Interfund Transfers Out I Other Uses (310,677) (294,275) (361,523) 

Total Other Financing Sources/Uses 81,488 . 228,078) 109,312 

Revenues Over (Under) Expenditures (73,507) 311,741 139,098 

Prior Year Ending Balance 1,339,740 1,266,233 1,577,974 

Ending Fund Balance $ 1,266,233 $ 1,577,974 $ 1,717,072 

<•l Audited Financial Statements. 

(bl Unaudited Financial Statement. 

(cl Second Interim Report adopted on March 9, 2004. 
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Estimated Projected 
Actuals Budget 
2003/04(<) 2004/0S<cJ 

$ 24,562,330 $ 25,884,687 

987,403 1,007,151 

3,630,395 3,763,378 

3,419,204 3,486,244 

32,599,332 34,141,460 

18,610,947 18,700,491 

5,108,777 5,192,536 

4,206,706 4,297,820 

1,508,783 1,539,394 

3,479,771 3,840,455 

230,005 231,732 

33,431,425 33,802,428 

348,500 

(96,221) 

252,279 

(579,814) 339,032 

1,717,072 1,137,258 

$ 1,137,258 $ 1,476,290 



Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $5,000,000 tax and revenue anticipation 
notes due June 30, 2004. The notes are general obligations of the District, secured and payable from general 
fund revenues received during or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "DUBLIN UNIFIED 
SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.26 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

DUBLIN UNIFIED SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July 1, 2004 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 
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$ 442,521 

37,974,636 

(33,876,390) 

$ 4,540,767 

$ 3,604,758 

1.26: 1 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES-Other District Funds" herein. 

Special Revenue Funds 
Cafeteria 
Deferred Maintenance 
Special Reserve 

Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
County School Facilities 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

(aJ Audited Financial Statement. 
(bl The District. 

Cash Flows 

DUBLIN UNIFIED SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, June 30, 2004, 
Balance (a) Estimated Balance (b) 

$ 238,686 $ 124,663 
219,262 116,363 
916,237 754,459 

1,374,185 995,485 

4,581,218 3,000,000 
10,241,033 10,941,620 
3,050,913 2,893,849 

17,873,164 16,835,469 

$19,247,349 $17,830,954 

June 30, 2005, 
Estimated Balance (b) 

$ 125,000 
200,000 
750,000 

1,075,000 

2,500,000 
6,000,000 

0 
8,500,000 

$9,575,000 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Dublin Unified 
arax and Revenue Anticipation Notes 

EXHIBIT I 
1D\CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash Jt 1111 JI • !ti! JI ;Ill ;!II • • • ~ Jt 

Receipts 

Revenue Limit: Property Tax 44,012 13,660 688,034 24,038 946,488 5,456,240 3,475,245 11,701 11,701 5,313,257 11,701 1,149,698 • Revenue Limit: State Aid 449,449 843,652 574,712 574,712 574,712 771,988 574,712 1,168,485 323,076 520,352 520,352 0 Ill 
Other Receipts 258,026 444,906 907,929 1,687,821 1,051,477 685,240 939,455 664,367 1,845,574 663,386 919,565 308,500 p 
Note Proceeds and Interest Earnings 5,029,302 0 0 0 0 0 0 0 0 0 0 45,490 • Total Receipts • • ;JI • 'lfJ • • • • jJj • • " 

Disbursements 

Salaries and Benefits 558,696 718,152 2,611,941 2,576,022 2,646,195 2,503,560 2,613,851 2,639,726 2,665,106 2,665,084 2,665,110 2,891,242 • Other Disbursements 1,863,998 569,751 353,416 1,775,177 471,157 728,245 336,315 399,467 806,544 568,785 820,243 1,168,324 • Note Payment Pledge 0 0 0 0 0 0 2,000,000 0 0 2,000,000 1,074,792 0 • Total Disbun;ements ;ii • .. ,. ;/J ~ ill JI JI SB • • p 

Net Increase/Decrease • ,,. (II <• (~ ;JI fl <• <• ,11 (JJ (~ (JJ 

Ending Cash 1111 ;Ill • !ti! JI ;Ill ;!II • • (JI ~ ll ll 

EXHIBIT II 
IPROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash ll JI JI ;JJ • !I • ;ill ,. JII $1 »' ll 

Receipts 

Revenue Limit: Property Tax 46,382 14,396 725,076 25,332 997,444 5,749,987 3,662,341 12,331 12,331 5,599,306 12,331 1,211,594 .. 
Revenue Limit: State Aid 444,993 889,986 593,324 593,324 593,324 593,324 593,324 1,171,412 585,706 585,706 585,706 0 JI 
Other Receipts 182,714 426,016 690,040 1,517,217 816,592 684,291 699,729 589,993 1,765,305 657,052 725,818 316,181 911 
Note Proceeds and Interest Earnings 3,545,500 0 0 0 0 0 0 0 0 0 0 59,208 JD 
Total Receipts iJJ - ;JI 'lfJ ;Ill ;115 • »J JI IJI ~ • • 

Disbursements 

Salaries and Benefits 565,962 727,707 2,636,765 2,599,600 2,670,197 2,525,763 2,637,918 2,663,783 2,690,041 2,690,020 2,690,046 2,919,060 • Other Disbursements 483,664 319,897 355,359 829,852 480,181 505,201 342,659 415,937 474,163 428,185 487,965 736,463 ,. 
Note Payment Pledge 0 0 0 0 0 0 1,400,000 0 0 1,400,000 804,708 0 ~ 
Total Disbun.ements • • a ;JI JD JI • JD JI • JD JI ;JI 

Net Increase/Decrease ;JI Ill c, (1' ~ .. • <• (IJ '11.i (;Bl (~ • 
Ending Cash ;JI JI ~ • !I !ti! $1 • JII ~ »' !fl !fl 

Note: Beginning cash includes cash balance from Special Reserve Fund. 
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Vavrinek, Trine, Dav & Co., LLP 
Cerlltled Public Accounlanls & Consullanls 

Governing Board 
Dublin Unified School District 
Dublin, California 

INDEPENDENT AUDITORS' REPORT 

VALUE THE DIHERENCE 

We have audited the accompanying financial statements ofthe governmental activities, each major fund, and the 
aggregate remaining fund information of the District, as of and for the year ended June 30, 2003, which 
collectively comprise the District's basic financial statements as listed in the table of contents. These financial 
statements are the responsibility of the District's management Our responsibility is to express opinions on these 
fmancial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America, 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, and Standards and Procedures for Audits of California K-12 local 
Educational Agencies, prescribed by the State Controller. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supponing·the amounts and disclosures in the financiai 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall fmancial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the governmental activities, each major fund, and the aggregate remaining fund infonnation of·the 
Dublin Unified School District, as of June 30, 2003, and the respective changes in financial positions thereof for 
the year then ended in confollDity wilh accounting principles generally accepted in the United States of America. 

As discussed in Note l to the financial statements, the District recognized certain deferred state apportjonments as 
revenue in the current fiscal year. 

As discussed in the Note 2 to the basic financial statements, the accompanying financial statements reflect certain 
changes required. as a result of the implementation of Governmental Accounting Standards Board (GASB) 
Statement No. 34 for the year ended June 30, 2003. This results in a change to the format and content of the basic 
financial statements. 

In accordance with Government Auditing Standards, we have also issued our report dated November 25, 2003, on 
our consideration of the District's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit perfonned 
in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit. 
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The required supplementary infonnation, such as management's discussion and analysis on pages 4 through 10 
and budgetary comparison information on page 41, are not a required part of the basic financial statements, but is 
supplementary information required by the Governmental Accounting Standards Board. We have applied certain 
limited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did not audit the 
infonnation and express no opinion on it 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the District's basic fmancial statements. The other supplementary information listed in the table of 
contents, including the Schedule of Expenditures of Federal awards which is required by U.S. Office of 
Management and Budget Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations, are 
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such 
infonnation has been subjected to the auditing procedures applied in the audit of the basic financiai statements 
and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. The non-major governmental fund's balance sheet and statement of revenues, expenditures, and changes 
in fund balance and the assessed valuation schedule have not been subjected.to the auditing procedures applied in 
the audit of the basic financial statements and, accordingly, we express no opinion on them. 

1.Awl'JJ'J~k, 1rJt,tJ />a.~ ~&,11-vP 
Pleasanton, California 
November 25, 2003 
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DUBLIN ·scHOOLS 
DUBLIN UNIFIED SCHOOL DISTRICT 

c.......-,.,,,......,,.,..,,_ 7471 LarkdaleAvenue, Oublin, Caiifomfa 94568-1599 Telephone {925) 828-2551 Fax (925) 829-6532 

This section of Dublin Unified School District's annual financial report presents our-;;:;;ssion ~~ anal~is ~f.the 
District's financial performance during the fiscal year. that ended on ~une J?, 2003._ ~lease read 1t m conJuncti?n 
with the District's financial statements, which immediate!~ follow this sec~on. This 1s the fast year that _Dublin 
Unified School District is presenting financial statements m accordance with the Governmental Accountmg 
Standards Board (GASB) No. 34. Therefore, certain data is not available for the f1Scal year ended June 30, 2002 
for comparative analysis. Comparative analysis will be presented in future years. 

OVER'fllEW OF THE FINANCIAL STATEMENTS 

The Financial Statements 

The financial statements presented herein include all of the activities of the Dublin Unified School District (the 
District) using the integrated approach as prescribed by GASB Statement Number 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 inc~ude all"assets ?fthe 
District (including capital assets) as well as all liabilities (i~cluding lon;-tenn debt) .. ~dd1tionally, certam 
eliminations have occurred as prescribed by the statement m regards to tnterfund act1v1ty, payables and 
receivables. 

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

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

Tiie Fiduciary ActiViries are agency funds, which only report a balance sheet and do not have a measurement 
focus. · 

Reconciliation of the Fund Financial Statements to the Government-Wide Financial Statements is provided to 
explain the differences created by the integrated approach. . 

The Primary unit of the government is the Dublin Unified School District. 

FINANCIAL HIGHLIGHTS OF THE PAST YEAR 

District managed 10 maintain the state recommended reserve for economic uncertainty at 3 percent in 
spite of significant revenue reductions from the state in December 2002 . . . . 
District managed budget reductions in 2002-2003 in the amount of$223,686 w1tl1 mm1mal impact on the 
district's educational programs 
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REPORTING THE DISTRICT AS A WHOLE 

The Statement o[Net Assets and the Statement of Activities 

The Statement of Net Assets and the Statement of Acti"•ities report infonnation about the District as a whoie and 
about its activities. These siatements incJude 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 cummt year's 
revenues and expenses are 1aken into account regardless of when cash is received or paid. 

These two statements report the District's nei assets and changes in them. Net assets are the difference between 
assets and liabilities, one way to measure the District's financial health, or .financial posirion. Over time, 
increases or decreases in ibe District's net assets are one indicator of whether"itsfinancial health 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 Boaid' s 
responsibility is to provide services to our students and not to generate profit as conunercial entities do, one must 
consider other factors when evaluating the overall health of ibe District. The quality of the education and the 
safety of our schools will likely be an important component in this evaluation. 

In the Statement of Net Assets and the Statement of Activities, ihe District activities itre presented as follows: 

Governmental activities -Most of the District's services are reponed in this category. This includes the 
education of kindergarten through grade twelve students, adult education students, the operation of child 
development activities, and the on-going effort to 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 puiposes 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. 

Goi,ernmenlalfunds - Most 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 resoun::es 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 iii the government-wide financial statements are expfained in a reconciliation 
following each governmental fund financial statement. 
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THE DISTRI(:T AS TRUSTEE 

Reporting the District's Fiduciary Responsibilities 

The District is the trustee, or fiduciary, for funds held on behalf of others, like our funds for associated student 
body activities. The District's fiduciary activities are reported in separate Statements of Fiduciary Net Assets. 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. 

THE DISTRICT AS A WHOLE 

The District's net assets were $150,833,720 for the fiscal year ended June 30, 2003. Of this amount, $2,195,081 
was unrestricted. Restricted net assets are reported separately to show legal constraints from debt covenants and 
enabling legislation that limit the School Board's ability to use those net assets for day-to-day operations. Our 
analysis below focuses on the net assets (Table 1) and change in net assets (Table 2) of the District's 
governmental activities. 

Current and other assets 
Capital assets 

Total Assets 
Current liabilities 
Long-tenn debt 

Total Liabilities 
Net assets 

Invested in capital assets, 
net of related debt 
Restricted 
Unrestricted 

Total Net Assets 

Governmental 
Activities 

$ 27,186,141 
170,972,912 
198,159,053 

5,594,165 
41,731,168 
47,325,333 

128,665,961 
19,972,678 
2,195,081 

$ 150,833,720 

The $2, 195,081 in unrestricted net assets of governmental activities represents the accumulaled results of all past 
years' operations. It means that if we had to pay off all of our bills tcday including all of our non-capital 
liabilities {compensated absences as an example}, we would have $2,195,081 left. We will need to closely 
monitor our expenditures in the future and adhere strictly to the budget to increase this $2,195,081. 
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Changes in Net Assets 

The _results of this year's operations for the District as a whole are reported in the Statement of Activities on page 
12. Table 2 takes the information from the Statement, rounds off the numbers, and rearranges them slightly so 
you can see our total revenues for the year. 

Revenues 
Program revenues: 

Charges for services 
Operating grants and contributions 
Capital grants and contributions 

General revenues: 
State revenue limit sources 
Property taxes 
Other general revenues 

Total Revenues 
E,tpenses 

Instruction related 
Student support services 
Administration 
Maintenance and operations 
Other 

Total E,tpenses 
Change in Net Assels 

Governmental Activities 

Governmental 
Activities 

$ 4,204,912 
4,275,653 

167,520 

9,197,732 
18,832,016 
3,893,725 

40,571,558 

22,775,490 
5,862,132 
2,695,872 
4,552,332 
2,170,382 

38,056,208 
$ 2,515,350 

As reported in the Statement of Activities on page 12, the cost of all of our governmental activities this year was 
$38,056,208. However, the amount that our taxpayers ultimately financed for these activities through local taxes 
was only $18,832,016 because the cost was paid by those who benefited from the programs ($4,204,912) or by 
other governments and organizations who subsidized certain programs with grants and contributions 
($4,443,173). We paid for the remaining "public benefit" portion of our governmental activities with $9,197,732 
in State funds and $3,893,725 with other revenues, like interest and general entitlements. 

In Table 3, we have presented the net cost (total cost less revenu~ generated by the activities) of each of the 
District's seven largest functions - regular program instruction, guidance and counseling, school administration, 
pupil transportation, administration, maintenance and operations, and other services as well as each program's net 
cosL As discussed above, net cosi 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. 
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Instruction 
Guidance 11Ild counseling 
School adnunistration 
Pupil transportation 
Administration 
Maintenance and operations 
Other 

Totals 

The District projected an increase in net assets of approximately $2,532,174 

THE DISTRICT'S FUNDS 

$ 

$ 

Net Cost 
of Services 

17,37~738 
786,198 

2,255,380 

111,906 
2;063,452 
3,985,720 
2,832,729 

29,408,123 

As the District completed this year, our governmental funds reported a combined fund balance of $22,510,896 
million, which is an increase of $1,959,890 million from last year. 

The primary reasons for this increase: 

a. Our General Fund is our principal operating fund. The fund balance in the General Fund increased 
$139,098 million to $1,717,072 million. This increase is prlniarily due to increased enrollment and 
decreased expenditures in discretionary accounts in anticipation of expected state budget reductions. 

b. Our Capital Facilities Fund balance increased from $7,724,078 million to $10,241,033 nullion. This 
increase is primarily due to expansion of the Dublin Ranch development in Eastern Dublin and collection 
of the related developer fee revenue. 

General Fund Budgetary Highlights 

Ovedhe course of the year, the District revises its budget as it attempts to deal with unexpected changes in 
revenues and expenditures. The final amendment to the budget was adopted as the books were closed in 
September 2003. A schedule showing the District's original and final budget amounts compared with amounts 
actually paid and received is provided in our annual report on page 41. 

}> S1gnificant revenue revisions made to the 2002/03 Budget were due to Special Education AB602 
revenues and increased enrollment for the revenue limit calculations. 

> Budgeted expenditures increased by $1,341,130 due to significant carryovers from restricted funding iri 
the instructional programs. 
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CAPITAL ASSET & DEBT ADMINISTRATION 

Capiral Assets 

At June 30, 2003, the District had $170,972,912 in a broad range of capital assets, including land, buildings, and 
furniture and equipmeni, net of accumulated depreciation. This amount represents a net increase (including 
additions, deductions and depreciation) of just under $219,123 or .I percent, from last year. 

Land 
Construction in progress 
Buildings and improvements 
Equipment 

Totals 

Governmental 
Activities 

$ 143,l22,Q43 
3,163,911 

24,543,296 
143,662 

$ 170,912,912 

This year's additions of $885,278 included administrative relllodels at Frederickson and Mmray. No debt was 
issued for these additions. 

We present more detailed infonnation about our capital asselS in Note S to the financial statements. 

Long-Tenn Debt 

At the end of this year, the District had $42,306,952 million in bonds ourstanciing versus $42,334,538 million last 
year. Those bonds consisted bf: 

General obligation bonds 

Governmental 
Activities 

$ 42,306,952 

The District's general obligation bond rating continues to be "AAA." The State limits the amount of general 
obligation debt ihat District's can issue to 5 percent of the assessed value of all taxable property within the 
District's boundaries. The District's outstanding general obligation debt of $42,306,952 million is significantly 
below this $245,024,469 million statutorily • imposed limit. 

Other obligations include compensated absences payable and early retirement incentives. We present more 
detailed infonnation regarding our long-temt liabilities ln Note 9 of the financial statements. 
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SIGNIFICANT ACCOMPLISHMENTS OF FISCAL YEAR 2002-03 ARE NOTED BEWW: 

Continued the $885,278 Administrative Office Remodeling of Frederickson Elementary and Murray Elementary. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

In considering the District Budget for the 2003/2004 year, the District Board and management used the following 
criteria: 

The key assumptions in our revenue forecast are: 

1. Average Daily attendance will grow by 67 ADA or 1.59 %. 
2. Developer Fee collections are based on approximate nwnber of housing units to be constructed in Eastern 

Dublin. 
3. Federal income will remain approximately the same as current year. 
4. State income will decrease by 12 perceni. due to state funding reductions. 

Expenditures are based on the following forecasts: 

Grades kindergarten through fifth 
Grades six through eight 
Grades nine through twelve 

The new items specificaily addressed in the budget are: 

1. State budget reductions are implemented at $1,549,763 million. 
2. Step and column are implemented for all bargaining units. 
3. There is no allowance for a salary cost of living adjustment. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

Enrollment 
2014 
1024 
1345 

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 infonnation, contact the Chief Fiscal Officer, 
at Dublin Unified School District, 7471 Larkdale Avenue, Dublin, California, 94568-1599, ore-mail at 
heironimusbeverly@dubliil.kl2.ca.us. 
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DUBLIN UNIFIED SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Assets 
Deposits and investments 
Receivables 
Prepaid expenses 
Stores inventories 
Capital assets 
Less: Accwnulated depreciation 

Total assets 

Liabilities 
Overdrafts 
Accounts payable 
Deferred revenue 
Current portion of long-term obligations, net of bond premiums 
Noncum:nt portion of long-term obligations, net of bond premiums 

Total liabilities 
Net Assets 

Invested in ·capital assets, net of related debt 
Restricted for: 

Legally restricted 
Debt service 
Capital projects 
Other purpose 
Unrestricted 
Total net assets 

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

$ 24,043,773 
2,717,345 

363,807 
61,216 

185,084,879 
{14,lll,967) 
198,159,053 

5,544 
4,197,263 

537,468 
853,890 

41,731,168 
47,325,333 

128;665,961 

95,061 
1,546,475 

17,873,164 
457,978 

2,195,081 
$ 150,833,720 
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DUBLIN UNIFIED SCHOOL DISTRICT DUBLIN UNIFIED SCHOOL DISTRICT 

STATEMENT OF ACTIVITIES GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED JUNE 30, 2003 BALANCE SHEET 

JUNE 30, 2003 

Net 
(Expenses) and Capita.I 

Revenues Changes 
General Building Facilities Pro!!!!m Revenues In Net Assets 

Fund Fond Fund Charges for Operating Capital 
Services and Grants and Grants and Governmental ASSETS 

FunctionsJPro11rams Expenses Sales . Contributions Contributions Activities Deposits and investments s 3,475,961 s 4,986,438 s 10,826,686 
Governmental activities: Receivables 2,399,643 19,606 124,754 
Instruction $ 22,775,490 $2,566,353 $ 2,668,879 $ 167,520 $ (17.372,738) Due from other funds 429,825 12,500 89,733 
IIISlruetion related activities: Prepaid expenses 11,585 

Supervision of instruction 856,461 106,960 238,380 (511,121) Stores inventories 49,180 
lnstrucllonal library Total assets s 6,366,194 s 5,018,544 s 11,041,173. 
media and technology 345,284 6,176 30,624 (308,484) 

LIABILITIES AND School site administration 2,276;583 l,464 19,739 (2,255,380) 
Pupil services: FUND BALANCES 

Home-to-school transportation 212,288 100,382 (111,906) Liabilities: 
Food services 1,147,iSS 800,727 158,152 (188,306) Overdrafts 
All other pupil services 1,024,331 78,359 159,774 (786,198) Accounts payable 3,456,867 65,941 88,667 

General administration: Due to other funds 654,787 371,379 711,473 
Data pr04:essing 536,930 86,634 50,747 (399,549) Deferred revenue 537,468 
All other general admlnistiation 2,158,942 278,738 216,301 (1,663,903) Total &abilities 4,649;122 437,326 800,140 

Plant services 4,552,332 279,SOl 287,111 (3,98S, 720) 
Fnnd Balances: Ancillary services 235,820 · (235,820) 

Interest on long-term ·debt 1,582,830 (1,582,830) Reserved for: 

Other (outgo) 351,732 345,564 !6,168) Stores inventories 49,180 
Total governmental-type activities $ 38,056,208 $4,204,912 $ 4,275,653 $ 167,520 (29,408,123) Other reservations 131,646 

Unreserved: 
General revenues and subventions: Designated 1,536,246 4,581,218 10,241,033 

Property taxes, levied for general purposes 17,018,825 Undesignated. reported in: 
Property taxes, levied for debt service 1,813,191 

General fund Federal and State aid not restricted to specific puqx,ses 11,058,501 
Interest and investment earnings 300,363 Special revenue funds 
Miscellaneous 1,732,593 Debt service funds 

Subtotal, general revenues 31,923,473 Total fund balance 1,717,072 4,581,218 10,241,033 
Change in net assets 2,SlS,3SO Total Liabilities and 

Net assets· beginning 148.318,370 Fund Balances s 6,366,194 $ 5,018,544 s 11,041,173 
Net assets - ending $ 150,833, 720 

The accompanying notes are an integral part of these financial statements. 
The accompanying notes are an integral part of these financial statements. 
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County School Non Major Total 
Facilities Governmental Governmental 

Fund Funds Funds 

$ 2,936,605 $ 1,818,083 $ 24,043,773 
11,546 50,616 2,606,165 

150,000 1,199,658 1,881,716 
11,585 

12,036 61,216 
$ 3,098,151 $ 3,080,393 $ 28,604,455 

5,544 5,544 
26,038 31,312 3,668,831 
21,200 122,877 1,881,716 

537,468 
47,238 159,733 . 6,093,559 This page was left blank inteiliionally 

12,036 61,216 
131,646 

3,050,913 1,362,149 20,771,559 

1,546,475 1,546,475 
3,050,913 2;920,660 22,510,896 

$ 3,098,151 $ 3,080,393 $ 28,604,455 
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DUBLIN UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Amounts Reported for Governmental Activities in the Statement of Net 
Assets are Different Because: 

Total Fund Balance· Governmental Funds $ 22,510,896 
Capital assets used in governmental activities arc not financial resources and, 

therefore, arc not reported as assets in gove.mmcntal funds. 
The cost of capital assets is $ 185,()84,879 
Accumulated depreciation is (14,111,967). 

170,972,912 
In the governmental funds, the receipt of the special education mandate 

settlement Is reported as revenue in the year received. On the statement of net 

assets, the settlement amount is JCCorded as a reccivabhi and payments 
received in the current year reduce the receivable amount. 111,180 

Prepaid expenditures relating to issuance of 00 bonds were recognized in 
govctnmcntal funds, but are recognized as an expense over the life of tb:c bonds 
on the government-wide financial statements. 352,222 

In governmental funds, unmatured interest on long-term debt is recognized in 
the period when it is due. On the government-wide statements, unmatured 
interest on long-term debt is recognized when it is incurred. (528,432) 

Long-term Obligations at year end consist of; 

Bonds payable, net of premiums 42.306,951 
Compensated absences (vacations) 28,107 
Early retirement 250,000 

~42.SSS,058) 
Total Net Assets· Governmental Activities $ 150,833,720 

The accompanying notes are an integral part of these financial statements. 
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DUBLIN UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
STATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCE 
FOR THE YEAR ENDED JUNE 30, 2003 

General 
Fund 

REVENUES 
Revenue limit sources $ 24,320,246 
Federal sources 917,400 
Other state sources 4,880,832 
Oilier local sources 3,141,209 

Total Revenues 33,259,687 
EXPENDITURES 
CWTent 

Instruction 21,657,392 
Instruction related activities: 

Supervision of instructlon 856,461 
Instructional library, media and technology 345,284 
School site administration 2,276,583 

Pupil Services: 
Home-to school transportation 212,288 
Food services 
All other pupil services 1,062,559 

General administration: 
Data processing 536,930 
All other general administration 1,763,919 

Plant services 3,930,933 
Facility acquisition and construction 
Ancillary services 235,820 
Other outgo 351,732 

Debt service 
Principal 
Interest and other 

Total Expenditures 33,229,901 
Excess (deficiency) or 
revennes over expenditnres 29,786 
Other Financing Sources (Uses): 

Transfers in 470,835 
Other sources 
Transfers out p61,523} 

Net Financing Sources (Uses) 109,312 
NET CHANGE IN FUND BALANCES 139,098 
Fnnd Balance - Beginning 1,577,974 
Fund Balance - Ending $ 1,717,072 

The accompanying notes are an integrai part of these financial statements. 
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Capital 
Building Facilities 

Fond Fnnd 

$ $ 

159,208 4,082,280 
159,208 4,082,280 

391,919 
143,182 230,916 
781,792 329,624 

2,169 
927,343 952,459 

~768,135! 3,1291821 

17,799 
(120,355} (612,866) 
(102,556) (612,866) 
(870,691) 2,516,955 

S,451,909 7,724,078 
$ 4,581,218 $ 10.241,033 



DUBLIN UNIFIED SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENtmS, EXPENDITURES, AND CHANGES IN FUND BALANCES 
TO THE DISTRICT-WIDE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2003 

County School Nonmajor Total 
Facilities ·Governmental Governmental 

Fund Funds Funds Total Net Change in Fund Balances - Governmental Funds $ 1,959,8!10 
Amounts Reported for Governmental Adivitlts in the Statement of 

$ $ 265,059 $ 24,585,305 Activities ::ire Different Because: 

153,056 1,070,456 Capital outlays to purchase or build capital assel.$ are reported in governmental 
167,520 153,116 5,201,468 funds as expenditures, however, for governmental activities, those costs are shown 
125,830 21658,508 10,167,035 in the statement ofne1 assets and allocated over their estimated useful lives as 
293,350 3,229,739 41,024,264 annual denreciation cxoenses in the statements of activities. 

This is the amount by which capital outlays exceeds dcpreciaton in the period. 
Depreciation expense S(l,048,791) 

104,830 21,762,222 Capital outlays 1,267,914 
219,123 

856,461 Increase in early retirement Is not accnred in governmental funds as they are not normally 
345,284 expected to be liquidated with current financial resources. On the other hand, it 

2,276,583 constitutes long-term obligations in the S1atcmcnt ofni:t assets. (182,101) 
Revenue related to the Special Education mandate ·settlement ·is reported in the 

212,288 governmental funds, but is a reduction in receivable on the statement of net assets. (16,824) 
1,146,523 1,146,523 Premium on 2002 00 bonds constitutes long-tenn obligations in the statement of 

1,062,559 net assets and does not affect the statement of activities. (271,580) 
-Payment of issuance costs of bonds is an expenditure in the governmental funds, 

536,930 but it should be recorded as prepaid expense and amortized on the statement 
120 2,155,958 of net assets. 352,222 

12,226 202,998 4,520,455 Repayment of bond principal is an expenditure in the governmental funds, but it 
156,498 1,267,914 reduces long-term obligations in the statement of net assets and docs not affect 

235,820 the statement of activities. 9!12,546 

351,732 Interest on long-term debt in the statement of acdvities differs from the amount reported 
in the governmental funds because intereS1 is recorded as an expenditure in the funds 

992,546 992,546 when it is due, and thus requires the use of current fmancial resources. In the 

1,356,729 1,358,898 statement of ac.tivities, however, interest expense is recognized as the interest accrues, 

168,724 31803,746 39,082,173 regardless of when it is due. The additional interest reported in the statement of 
activities is the net result of three factors. First. $528.432 was accrued on bonds and 

124,626 (574,007) 1,942,091 
decreased by $645,658 accrued bond interest relating to prior period. Second, $712,617 
of additional accumulated interest was accreted on the district's "capital appreciation" 

1,034,744 
bonds. Third, S 19 ;J.37 bond premium was amortized for the current year, which reduced 

1,505,579 the interest on long-term debL (576,154) 
17,799 

In the statement of activities, certain operating expenses - compensated absences 
(410,835) (1,505,579) (vacations) are measured by the amounts earned during the year. In the governmental 
623,909 17,799 funds, however, expenditures for.these items are measured by the amount of financial 

124,626 49,902 1,959,890 resources used (essentially, the amounts actually paid). At year-end, 
2,926,287 2,870,758 20,551,006 compensated absences earned was less than amounts used. 38,228 

$ 3,050,913 $ 2,920,660 $ 22,510,896 Change In Net Assets of Governmental Activities S 2.515.350 

17 
The accompanying notes are an integral part of these financial statements. 
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DUBLIN UNIFIED SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ASSETS 
Deposits and investments 

Total assets 

LIABILITIES 
Accounts payable 
Due to student groups 

Total liabilities 

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

$ 

$ 

Agency 
Fu:Ods 

171,973 
171,973 

3,701 
168,272 
171,973 

DUBLIN UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The Dublin Unified School District was unified on June 21, 1989 under the laWs of the State of California. The 
District operates under a locally-elected five-member Board form of government and provides educational 
services to grades K - 12 as mandated by the State and/or Federal agencies. The District operates five elementlll)•, 
one middle, one high school, and a continuation high school. 

A reporting entity is comprised of the primaiy government, and other organizations that arc included to ensure the 
rmancial statements are not misleading. The primary government of the District consists of all funds, 
departments, boards, and agencies that are not legally separate from the District. For Dublin Unified School 
District, this includes general operations, food service, and student related activities of the District 

Joint Powers Agencies and Public Entity Risk Pools The District is associated with two public entity risk 
pools. These organizations do not meet the criteria for inclusion as component units of the District Summarized 
audited financial infonnation is presented in Note 14 to the financial statements. These organizations arc: School 
Excess Liability Fund (SELF) and Alameda County School Insurance Group (ACSIG). 

Basis of Presentation - Fund Accounong 

The accounting system is organized and operated on a fund basis. A fimd is defined as a fiscal and accounting 
entity with a self-balancing set of accounts, which are segregated for the purpose of canying on specific activities 
or attaining certain oQiectives in accordance with special regulations, restrictions, or limitations. The District's 
funds are grouped into three broad fund categories: governmental ·and fiduciary. 

Governmental Funds Governmental funds are those through which most governmental functions typically are 
financed. Govcmmental fund reporting f'ocuses on the sources, uses, and balances of cWTimt financial resources. 
E1tpendable assets are assigned to the various governmental funds according to the pwposes Tor which they may 
or must be used. Current liabilities are assigned to the fund from which they will be paid. The difference 
between governmental fund assets and liabilities is reported as fund balance. The following arc the District's 
major governmental funds: · 

Major Governmental Fuads 

General Fund The General Fund accounts for all financial resources except those required to be accounted 
for in another fund. The General Fund balance is available to the District for any purpose provided it is 
expended or transferred according to the general law of California. 

Building Fund The Building Fund exist primarily to account separately for proceeds from sale of bonds and 
the acquisition of major governmental capital facilities and buildings. 

Capital Facilities Fund The Capital Facilities Fund is used to account for resources received from developer 
impact fees assessed underprovisions of the California Environmental Quality Act (CEQA). 
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DUBLIN UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

County School Facilities Fund The County School Facilities Fund is used primarily to account separately 
for State apportionments provided for construction of school facilities (Education Code Sections I 7010.10-
17076.10). 

Other Non-Major Governmental Funds 

Special Revenue Funds The Special Revenue Funds are used to account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for specific purposes. The District maintains the following 
special revenue funds: 

Adult Education Funds The Adult Education Fund is used to account for resources committed to adult 
education programs maintained by the District 

Cafeteria Fund/Account The Cafeteria Fund/ Accowit is used to account for the financial transactions 
related to the food service operations of the District. 

Deferred Maintenance Fund The Deferred Maintenance Fund is used for the purpose of major repair or 
replacement of District property. 

Special Reserves Fund for Other than Capital Outlay The Special Reserves Fwd for Otherthan Capital 
Outlay is used to provide for the accumulation of General Fwid monies for general operating purposes. 

Retiree Benefits Fund The Retitee Benefits Fund is used for accumulating general fund moneys for retiree 
benefits purposes. 

Debt Se nice Funds The Debt Service Funds are used to accowit for the accumulation of resources for, and the 
payment of, general long-term debt principal, interest, and related costs. The District maintains the following 
debt service funds. 

Bond Interest and Redemption Fond The Bond Interest and Redemption Fund is used to account for the 
accumulation of resources for, .and the repayment of, district bonds, interesi. and related costs. 

Tax Override Fund The Tax Override Fund is used for the repayment of voted indebtedness tax levies to be 
financed from ad valorem tax levies. 

Capital Projects Funds The Capital Projects Funds are used to account for the acquisition and/or construction of 
all major governmental general' fixed assets. The district maintains the following capital project funds: 

State School Building Lease -Purchase Fund The State School Building Lease-Purchase Fund is used 
primarily to account for State apportionments provided for construction and reconstruction of school facilities 
(Education Code Sections l 7070-17080). 

Fiduciary Funds Fiduciaty fund reporting focuses on net assets and changes in net assets. The fiduciaty fund 
category is split into four classifications: pension trust funds, investment trust funds, private-purpose trust funds, 
and agency funds. The District has only agency funds. Agency funds are custodial in nature (assets equal 
liabilities) and do not involve measurement of results of operations. The District's agency fund accounts for 
student body activities (ASB). 
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DUBLIN UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Basis of Accounting-·Measurement Focus 

Government-Wide Financial Statements The government-wide statements are prepared using the economic 
resources measurement focus and the accrual basis of accounting. This is the same approach used in the 
preparation of the proprietary fund financial statements, but differs from the manner in which governmental fund 
financial statements are prepared. 

The government-wide statement of activities presents a comparison between expenses, both direct and indirect, 
and program revenues for each governmental program. Direct expenses are those that are specifically associated 
with a service, program, or department and are therefore clearly identifiable to a particular function. ~direct 
expenses for centralized services and administrative overhead are allocated among the programs, .~on.s, and 
segments using a full cost allocation approach and are presen~ separately to_ enhance comparabtbty o.f dtrect 
expenses between governments that allocate direct expenses and those that do not. Program revenues mclude 
charges paid by the recipients of the goods or services oifeied by the programs and grants and contributions that 
are restricted to meeting the operational or capital requirements of a particular program. Revenues that are not 
classified as program revenues are presented as general revenues. The comparison of program revenues and 
expenses identifies the extent to which each program or business segment is self-financing or draws from the 
general revenues of the District. 

Net assets should be reported as restricted when constraints placed on net asset use are either externally imposed 
·by creditors (such as through debt covenants), grantors, contnl>utors, or laws or regulations of other governments 
or imposed by law through constitutional provisions or enabling legislation. The_net assets restricted for·other 
purposes result from speciahevenue funds and the restrictions on their net asset use. 

Fnnd Financial Statements Fund financial statements report detailed infonnation about the District. The focus 
of governmental fund financial statements is on major funds rather than reporting funds by type. Each major fund 
is presented in a separate colunm. Nonmajor funds are aggregated and presented in a single column. 

Governmental Funds All governmental funds are accounted for using a flow of current fmancial 
resources measurement focus and the modified accrual basis of accouniing. With this measurement 
focus, only current assets and current liabilities generally are included on the balance sheet. The 
statement of revenues, expenditures, and changes in fund balance reports on the sources (revenues and 
other financing sources) and uses (expenditures and other financing uses) of current financial resources. 
This approach differs from the manner in which the governmental activities of the government-wide 
financial statements are prepared. Governmental fund financial statements therefbre include 
reconciliation with brief explanations to better identify the relationship between the government-wide 
financial statements and the statements for the governmental funds on a modified accrual basis of 
accounting and the current fmancial resources measurement focus. Under this basis, revenues are 
recognized in the accounting period in which theybecome·measurable and available. Expenditures are 
recognized in the accounting period in which the fund liability is incurred, if measurable. 

Fiduciary Funds Fiduciary funds are accounted for using the flow of economic resources measurement 
focus l!nd the accrual basis of accounting. 
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DUBLIN UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Revenues- Exchange and Non-Exchange Transactions Revenue resulting from exchange transactions, in 
which each party gives and receives essentially equal value, is recorded on the accrual basis when the exchange 
takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which the resources are 
measurable and become available. Available means that the resources will be collected within the current fiscal 
year or are expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. 
For the District, available means expected lo be received within 60 days of fiscal year-end. 

Non-exchange 1ransactions, in which the District receives value without directly giving equal value fo return, 
include property taxes, certain grants, entitlements, and donations. Revenue from property lllXes is recognized in 
the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and donations is 
~ognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements 
mclude time and purpose requirements. On a modified accrual basis, revenue from non-exchange transactions 
must also be available before it can be recognized. Under the modified accrual basis, the following revenue 
sources are considered to ·be both measurable and available at fiscal year-end: State apponioliments, interest, 
certain grants, and other local sources. 

Apportionment De£errals As part of its plan to address the budget crisis facing the State of California, Senate 
Bill (SB) XI 18 (the Bill) was signed into law during the year ended June 30, 2003. The provisions of the Bill 
significantly altered funding for California local educational agencies (LEAs). The Bill, among other things, 
shifted the appropriation for and the payment of the June 2003 principal apportionment for the general and adult 
funds into the 2003-04 fiscal year. The Bill allowed LEAs to recognize for budgetary and financial reporting 
purposes any amount of state appropriations deferred from the current fiscal year and appropriated from the 
subsequent fiscal year for payment of current-year costs as a receivable in the curreni year. In addition, Assembly 
Bill 2781 deferred the 2002-03 appropriations for the Home-to School Transportation, School Improvement, 
Targeted Instructional Improvement, and Supplemental Grant programs into the 2003-04 fiscal year. Exclusion 
of the apportionments would have resulted in a decrease in receivables, revenue and available reserves of 
$142,661 and revenue limit sources would have been $1,003,886 overstated. 

Deferred Revenue Deferred revenue arises when potential revenue does not meet both the "measurable" and 
"available" criteria for recogniiion in the current period or when resoun:es are received by the District prior to the 
incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or 
when the District has a legal claim to the resources, the liability for deferred revenue is removed from the 
combined balance sheet and revenue is recognized. 

Certain grants received before the eligibility requirements met are recorded as deferred revenue. On the 
governmental fund financial statements, receivables that will not be collected within the available period are also 
recorded as deferred revenue. 

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the iime they are 
incurred. The measurement focus of governmental 'fund accounting is on decreases in net financial resources 
(expenditures? r~~er_th~n expen~. Expenditures are generally recognized in the accounting period in which the 
related ~d liab1hty ·~ incurred, if measurable. The fair value of donated commodities used during the year is 
reported m the operating statement as an expense with a like amount reported as donated commodities revenue. 
Unused ~onated commodities are reported as part of stores inventory. Principal and interest on general Jong-term 
debt, which has not matured, are recognized when paid in the governmental funds. Allocations of costs, such as 
depreciation and amortization, are not recognized in the governmental funds. 
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DUBLIN UNIF1ED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cash and Cash Equivalents 

The District's cash and cash equivalents an: considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of thtee months or less from the date of acquisition. Cash equivalents also 
include cash with county treasury balances for purposes of the statement of cash flows. 

lavestments 

Investments held at June 30, 2003, with original maturities greater than one year are stated at fair value. Fair 
value is estimated based on quoted market prices at year-end. All investments not required to be reported at fair 
value are stated at cost or amortized cost. 

Prepaid Expenditures 

Prepaid expenditures (expenses) represent amounts paid in advance of receiving goods or services. The District 
has the option of reporting an expenditure in governmental funds for prepaid items either when purchased or 
during the benefiting period. The District has chosen to report the expenditures when paid. 

Stores Inventory 

Inventories consist of expendabie food and supplies held for consumption and linused donated commodities. 
Inventories are stated at cost, oil the weighted average basis. The costs of inventory items are recorded as 
expendilW"es in the governmental type funds. 

Capital Assets and Depreciation 

The accounting and 'reporting treatment applied to the capital assets associated with a fund are determined by its 
measurement focus. General capital assets are long-lived assets of the District as a whole. The District maintains 
a capitalization threshold ofSS,000. The District does not possess any infraslructure. Improvements are 
capitalized; the costs of nonnal maintenance and repairs that do not add to the value of the asset or materially 
extend an asset's life are not. 

When purchased, such assets are recorded as expenditures in the governmental funds and capitalized. The 
valuation basis fot general capital assets are historical cost, or where ·historical cost is not available, estimated 
historical cost based on replacement cost. 

Depreciation of capital assets is computed and recorded by the straight-line method. Estimated useful lives of the 
various classes of depreciable capital assets are as follows: buildings, 5-0 years; building improvements, 20 years; 
equipment. 10 years; vehicles, 8 years. 

lnterfund Balances 

On fund financial statements, receivables and payables resulting from short-term inter.fund loans are classified as 
"interfund receivables/payables.• These amounts are eliminated in the governmental activities colullllls of the 
statement of net assets. 
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DUBLIN UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Compensated Absences 

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits arc earned. The entire 
comp~tcd absence liability is reported on the government-wide financial statements. The entire liability is 
reported in the entity wide statements. . 

Sick leave is accumulated without limit for each employee at the rate of one day for each month worked, Leave 
with pay is provided when employees are absent for health reasons; however, the employees do not gain a vested 
right to accumulated sick leave. Employees are never paid for any sick leave balance at tcnnination of 
employment or any other time. Therefore, the value of accumulated sick leave is not recognized as a liability in 
the District's financial statements. However, credit for unused sick leave is applicable to all classified school 
members who retire after January I, 1999. At retirement, each member will receive .004 year of service credit for 
each day of unused sick leave, which is Public Employment Retirement System {PERS) Liability. 

Accrued Liabilities and Long-Term Obligations 

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial 
statements. In general, governmental fund payables and accrued liabilities that, once incurred, arc paid in a timely 
manner and in full from current financial resources are reported as obligations of the funds. 

However, claims and judgments, compensated absences, special termination benefits, and contractually required 
pension contributions that will be paid from governmental funds are reported as a liability in the fund financial 
statements only to the extent that they are due for payment during tbe current year. Bonds, capital leases, and 
long-term loans are recognized as a liability on the fund fmancial statements when due. 

Fund Balance Reserves and Designations 

The District reserves those portions of fund equity which arc legally segregated for a specific future use or which 
·do not represent available expendable resources and therefore are not available for apprapriatlon or expenditure. 
Unreserved fund balance indicates that portion of fund equity, which is available for appropriation in future 
periods. Fund equity reserves have been established for revolving cash accounts, stores inventories, prepaid 
expenditures (expenses), and legally restricted grants and entitlements. 

Designations offund balances consist of that portion of the fund balance that has been designated (set aside) by 
the governing hoard to provide for specific purposes or uses. Fund equity designations have been established for 
economic uncertainties and other purposes. 

Net Assets Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, 
net of related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances 
of any borrowings used for the acquisition, construction or improvement of those assets. Net assets are reported 
as. r~cted when there are limit_ati.ons i.mposed on their use either through tbe enabling legislation adopted by the 
District or through external restrictions imposed by creditors, grantors, or Jaws or regulations of other 
governments. The District applies restricted rcsoun:es when an expense is incurred for purposes for which both 
restricted and unrestricted net assets are available. 

25 

DUBLIN UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

lnterfund Activity Exchange transactions between funds are reported as revenues in the seller funds and as 
cxpcnditutes/ expenses in the purchaser funds. Flows of cash or goods from one fund to another without a 
requirement for repayment are reported as interfund transfers. Interfimd transfers arc reported as other fmancing 
sources/uses in governmental funds and after non-operating revenues/expenses in proprietary funds. Repayments 
from funds responsible for particular expenditures/expenses to the funds that initially paid for them are not 
presented on the financial statements. 

Estimates The preparation of the financial statements in confonnity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that affect the 
amounts reported in the financial statements and accompanying notes. Actual results may differ from those 
estimates. 

Budgetary Data The budgetary process is prescnlled by provisions of the California Education Code and 
requires the governing board to hold a public hearing and adopt an operating budget no later than July 1 of each 
year. The District governing board satisfied these requirements. The adopted budget is subject to amendment 
throughout the year to give consideration to unanticipated revenue and expenditures primarily resulting from 
events unknown at the time ofbudget adoption with the legal restriction that expenditures cannot exceed 
appropriations by major object accotmL 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the 
original appropriations were adopted. The amounts reported as the final budgeted amounts in the budgetary 
statements reflect the amounts after all budget amendments have been accounted for. 

Property Tax Secured property taices attach as an enforceable lien on property as of January I. Taxes arc 
payable in two installments on November l and February I and become delinquent on December 10 and April 10, 
respectively, Unsecured property taxes are payable in one installment on or before August 31. The County of 
Alameda bills and collects the taxes on behalf of the District. Local property tax revenues are recorded when 
received. 

NOTE 2- CHANGES IN ACCOUNTING PRINCIPLES 

For the :fiscal year ended June 30, 2003, the District has implemented Governmental Accounting Standards Board 
(GASB) Statement No. 34, "Basic Financial Statements -and Management's Discussion and Analysis -for State 
and Local Governments," GASB Statement No. 36, "Receipt Reporting for Certain Shared Nonexchange 
Revenues", GASB Statement No. 37, "Basic Financial Statements for State and Local Governments: Omnibus", 
and GASB Statement No. 38, "Certain Financial Statement Note Disclosuresw. As a result, the financial 
statements for the first time include 1) a Management Discussion and Analysis (MD&A) section providing an 
analysis of the District's overall financial position and results of operations, 2) fmancial statements prepared using 
full accrual accounting for all of the District's activities, and 3) a change in the fund financial statements to focus 
on the major funds. These and other changes are reflected in the accompanying fmancial statements, including 
notes to financial statements. 
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NOTE 3- DEPOSITS AND INVESTMENTS 

.Policies and Practices 

The District is considered to be an involuntary participant in an external investment pooi since the District is 
required to deposit all receipts and collections of monies with their county treasurer (Education Code Section 
41001 ). In addition, the District is authorized to maintain deposits with certain financial institutions that are 
federally insured up to $100,000. 

The District is also authorized to make direct investments in local agency bonds, notes, or warrants within the 
state; U.S. Treasury instruments; registered State warrants or treasury notes; securities of the U.S. Govenunent, or 
its agencies; bankers acceptances; commercial paper; certificates of deposit placed with commercial banks and/or 
savings and loan companies; repurchase or reverse repurchase agreements; medium tenn corporate notes; shares 
of beneficial interest issued by diversified management companies, certificates of participation, obligations with 
first priority security; and collateralized mortgage obligations. 

Deposits 

At year-end, the carrying amounts of the District's deposits were $25,100 for governmental activities and 
$171;973 held in fiduciary funds. The bank balances totaled $247, l 95. Of the bank balances, $100,000 was 
covered by Federal deposit insurance (insured, risk Categozy 1) and $147,195 was covered by pooled and/or 
pledged collateral, but not necessarily held in the District's name (uncollateralized, risk Category 3), 

Investments 

Deposits with the County Treasury are not categorized because they do not represent securities, which exist in 
physical or book entry form. The deposits with county treasury are valued using the amortized cost method 
(which approximates iilir value). The fair values were provided by the county treasucy' for its pool. The 
investments balance as of June 30, 2003 consisted of$24,018,673 in· govenunental funds ·with a fair market value 
oU24,112,106. 

As Reported 

The following summarizes the combination of cash and investments: 

Reported in 
Governmental Fiduciary 

Funds Funds 
Deposits $ 25,100 $ 171,973 
Investments 24,018,673 

$ 24,043,773 $ 171,973 
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NOTE 4- RECEIVABLES 

Receivables at June 30, 2003, consisted of intergovernmental grants, entitlements, interest and other local sources. 
All receivables are considered collect1ble in full. 

Capital County School Nonmajor 
General Building Facilities Facilities Funds Total 

Federal Government 
Ciitcgorical aid s 301,105 s s $ $ 24,488 $ 325,593 

State Government 
Apportionment 12,719 12,719 
Categorical aid 161,924 1,519 163,443 
Lottery 109,925 109,925 

Local Govenunent 
Interest 22,889 19,606 4o,998 11,546 7;367 102,406 

Other Local Sources 1,803,800 .83,756 4,523 1,892,079 
Total $ 2,399,643 s 19,606 s 124,754 s 11,546 s 50,616 S 2,606,165 

Long tenn receivables consist of the Special Education mandated settlement which will be received at a rate of 
$16,787 each year for the next eight (8) years. 

NOTE 5 - CAPITAL ASSETS 

Capital asset activity for the IIscal year ended June 30, 2003, was as follows: 

Balanc:c Balance 
Julx: l, 2002 Additions Deductions June 30, 2003 

Governmental Activities 
Capi!al Assets not being depreciated 

Land $ 143,122,043 $ s - S 143,122;043 
Construction in Progress 2,781,275 1,267,914 885,278 3,163,911 
Total Capital Assets Not Being Depreciated 145,903,318 1,267,914 885,278 146,285,954 

Capital Assets being depreciated 
Improvements of Sites 2,376,978 2,376,978 
Buildings 34,833,935 885,278 35,719,213 
Equipment 702;'.734 702,734 
Total Capital Assets Being Depreciated 37,913,647 885,278 38,798,925 

Less Accmnulated Depreciation 
Improvements of Sites 1,533,626 213,908 1,747,534 
Buildings 11,006,001 799,360 11,805,361 
Eqlripment 523,549 35,523 559,072 
Total Accumulated Depreciation 13,063,176 1,048,791 14,111,967 

Governmental Activities Capital Assets, Net $ 170,753,789 $ 1,104,401 s 885,278 S 170,972,912 
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Depreciation expense was charged to governmental functions as follows: 

Governmental Activities 
Instruction 
Food services 
All other general administration 
Plant services 

Total Depreciation Expenses Governmental Activities 

NOTE 6- INTERFUND TRANSACTIONS 

lnterfund Reeeivables/Payables (Due To/Due From) 

$ l,013,268 
662 

2.984 
31,877 

$ 1,048,791 

Interfund receivable and payable balances at June 30, 2003, between major and nonmajor governmental funds are 
as follows: 

Due From 
Capilal County School Nonmajor 

Due To General Buildin!l Facilities Facilities Governmental Total 
-Oeneral $ $ 139,641 $158,607 $ 8,700 $ 122.sn $ 429,825 
Building 12,500 12,500 
Capital Facilities 7,995 81,738 89,733 
Counl)' School Facilities 150,000 150,000 
Nonmajor Govemincntal 646,792 552,866 1,199,658 

Total $ 654,787 $ 371,379 $711,473 $ 21,200 $ 122,877 $ 1,881,716 

All balances resulted from the time lag between the date that (1) interfund goods and services are provided or 
reimbursable ·expenditures occur, (2) transaction are recorded in the accounting system, and (3) payments between 
funds are made. 

Operating Transfers 

Interfund transfers for the year ended June 30, 2003, consisted of the following: 

Transfer From 
Capital Nonmajor 

Transfer To General Buildin!l Facilities Governmental Total 
General $ $ - $ 60,000 $ 410,835 $ 470,835 
Norunajor Governmental 361,523 120,355 552,866 1,034,744 

Total $ 361,523 $ 120,355 $ 612,866 $ 410,835 $ 1,505,579 
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lnterfund transfers are used to (I) move revenues from the fund that statute or budget requires to collect them to 
the fund that statute or budget requires to expend them, (2) move receipts restricted to debt senice from the funds 
collecting the receipts to the debt service fund as debt service payments become due, and {3) use unrestricted 
revenues collected in the general fond to finance various programs accounted for in other funds in accordance 
with budgetary authorizations. 

Reasons for interfund transfers are as follows: 

The General fund transferred to the Deferred Maintenance fund for the district match. 
The General fund transferred to the Special Reserve (Other) fund for new school 

construction. 

$ 163,878 

197,645 
The Adult Education fund transferred to the General fund for the rental of district's Facility. 
The Special Reserve (Other) fund transferred to the General fund to cover deficit 

443 

spending. 
The Building fund transferred to the Deferred Maintenance fund for the district match. 
The Capital Facilities fund transferred to the General fund for the 3% developer fee. 
The Capital Facilities fund transferred to the Special Reserve (Other) fund for the 3% 

developer fee revenue for prior years. 
The State School Building fund transferred to the General fund for closing the fund 
The Tax Override fund transferred to the General fund for closing the fund. 
The Retiree Benefit fund transferred to the General fund for closing the fund. 

Total 

NOTE7-ACCOUNTSPAYABLE 

Accounts payable at June 30, 2003, consisted of the following: 

Capital COl.!Ily Scliool 
General Building Facilities Facilities 

Vendor payables S 1,368,490 S 65,947 S 88,298 s 23,019 
State apportiomm 1,201,162 
Salaries and benefits 887,215 369 3019 

Total $ 3,456,867 s 65,947 $ 88,667 s 26,038 

NOTES-DEFERRED REVENUE 

Deferred reYenile at June 30, 2003, consists of the following: 

Federal financial assistance 
State categorical aid 
Other local 

Total 

30 

Nommjor 
Govermn:ntal 
$ 29,219 

2,093 
s 31,312 

407).73 
120,355 
60,000 

552,866 
50 

627 
2,442 

$ 1,505,579 

Total 
Govemmental Fiduciary 
$ 

$ 

1,574,973 $ 3,701 
1,201,162 

892,696 
J,668,831 $ . 3,701 

General 
Fund 

$ 

$ 

162,728 
284,568 

90,172 
537,468 
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NOTE 9-LONG-TERM OBLIGATIONS 

Long-Tenn Debt Summary 

The changes in the District's long-tenn obligations during the year consisted of the following: 

Balance Balance 
Juli:: I,2002 Additions Deductions June 30, 2003 

General obligation bonds $ 42,334,538 $ 712,617 $ 992,546 $ 42,054,609 
Add: Premium on refinancing 271JSO 19,237 252,343 

Subtotal 42,334,538 984,197 1,011,783 42,306,952 
Accumulated vacation • net 66,334 38,228 28,106 
Other general long_-tcnn 67,899 250,000 67,899 250,000 

$ 42,468,771 $ 1.234.197 $ 1,117,910 $ 42,585,058 

Bonded Debt 

The outstanding general obligation bonded debt is as follows: 

Bonds 
Issue Maturity Interest Original Outstanding Change in 
Daie Date Rate Issue July l, 2002 Accretion Redeemed 

Current Int~§ 
1994 2014 5.40 • 5.837% $3,480,000 $ 2,665,000 $ - $ 150,000 
1994 2019 5.20-8.00% 5,000,000 140,000 140,000 
1999 2013 3.90 - 6.625 % 3,280,000 3,280,000 
2002 2022 4.00-4.75% 22,760,000 22,760,000 322,546 

Subtotal 28,845,000 612,546 

~a111ial Amireciation ;!;!Qnds 
1996 2021 3.90-6.00% 4,995,219 380,526 18,581 185,000 
1998 2022 4.75-5.35% 4,999,046 6.096,730 319,676 70,000 
1999 2023 3.70-5.50% 6,023,672 71012,282 374,360 125,000 

Subtotal 131489,538 712,617 380,000 

Total $42,334,538 $ 712,617 $ 992,546 
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Due in 
One Year 

$ 740,31J 
13,579 

753,890 

100.000 
$ 853.890 

Bonds 
Outstanding 

June 30, -2003 

$ 2,515,000 

3,280,000 
22,437,454 
28,232,454 

214,107 
6,346,406 
7,261,642 

13,822,155 

$ 42,054,609 
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Debt Service Requirements to Maturity 

Current Interest bonds mature through 2022 as follows: 

Fiscal Year Princieal 
2004 $ 365,000 
2005 895,000 
2006 995,000 
2007 1,130,000 
2008 1,370,000 

2009-2013 8,685,000 
2014-2018 8,680,000 
2019-2022 6,112,454 

·Total $ 28,232,454 

Capital Appreciation bonds mature through 2024 as follows: 

Fiscal Year 
2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 
2019-2023 

2024 

Accretions to date 
Total 

Defeasance of Debt Obligations 

Principal 
S 375,311 

101,068 
141,808 
158,750 
173,775 
785,082 

3,177,886 
5,348,389 

618,731 
10,880,800 
2,941,355 

S 13,822,155 

Interest to 
Maturi~ 

$ 1,257,781 
1,225,883 
1,183;201 
1,137,749 
1,084,340 
4,340,252 
2,483,950 

512,295 
$ 13,225,451 

Interest to 
Maturity 

$ 107,833 
27,158 
38,988 
43,646 
47,776 

221,312 
835,463 

1,462,757 
156,421 

$ 2,941,354 

Total 
$ 1,622,781 

2,120,883 
2,178,201 
2).67,749 
2,454,340 

13,025,252 
11,163,950 
6,624,749 

$ 41,457,905 

Total 
$ 483,144 

128,226 
180,796 
202,396 
221,551 

1,006,394 
4,013,349 
6,811,146 

775,152 
$ 13,822,154 . 

In prior years, the District has defeased various bond issues by creating separate irrevocable trost funds. New 
debt has been issued and the proceeds have been used to purchase U. S. government securities and placed in trust 
funds. The investments and fixed earnings from the investments are sufficient to fully service the defeased debt 
until the debt is called or matures. For financial reporting pmposes, the debt has been considered defeascd and 
therefore, removed as a liability from the District's Long-Tenn Obligations. As of June 30, 2003, the amount of 
defeased debt outstanding but removed from the Long-Term Obligations amounted to $6,151 ,768. 
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Accumulated Unpaid Employee Vacation 

The long-tenn portion ofaccumulated unpaid employee vacation for the District at June 30 2003· amounted to 
$28,106. ' ' 

Early Retirement Incentive 

The District-provides early retirement incentives, in accordance with District policies for programs under STRS, 
The accumulated future liability for the District at June 30, 2003, amounts to $250,000. 

NOTE IO-FUND BALANCES 

Fund balances are composed of the fo11owing elements: 

General 
Reserved 

Revolving cash $ 25,000 
Stores inventory 49,180 
Prepaid expenditures 11,585 
Restricted programs 95,061 

Toial Reserved 180,826 
Unreserved 

Designated 
Economic uncertainties 984,019 
Other designation 552,227 

Total Designated 1,536,246 
Undesignaied 

Total Unreserved 1,536,246 
Total S 1,717,072 

NOTE ti - RISK MANAGEMENT 

Property and Liabllity 

Buildin; 

' 

4,581,218 
4,581,218 

4,581,218 
$ 4,581,218 

Capital County School Nonmajor 
Facilities Facilities Govemmen1al Total 

$ $ $ $ 25,000 
12,036 61,216 

11,585 
95,061 

12,036 192,862 

98'4,019 
10,241,033 3,050,913 1,362,149 19,787,540 
I0,241,033 3,050,913 1,362,149 20,771,559 

1,546,415 1,546.415 
10,241,033 3,050,913 2~08,624 22,318,034 

$ 10,241,033 $ 3,050,913 $ 2,920,660 s 221s10,896 

The Di~~ is ~~ed to various risks ofloss related to torts; theft of, damage to, and des1ruction of assets; errors 
and om1SS10~s; mJunes to employees and natural disasters. During fiscal year ending June 30, 2003, the District 
c~ntracted _with Alameda County School Insurance Group (ACSIG} for property and liability insurance coverage. 
S_ett~ed clauns ha~e n?t ex¢Ceded this commercial coverage in any of the past three years. There has not been a 
s1gn1ficant reduction m coverage from the prior year. 
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Workers' Compensation 

For fiscal year 2003, the District participated in the Alameda County School Insurance Group (ACSIG}, an 
insurance purchasing pool. The intent of the ACSIG is to achieve the benefit of a reduced premium for the 
District by virtue of its grouping and representation with other participants in the ACSIG. The workers' 
compensation experience of the participating districts is calculated as one experience and a common premium rate 
is applied to all districts in the ACSIG. Each participant pays its workers 'compensation premium based on its 
individual rate. Total savings are then calculated and each participant's individual performance is compared to the 
overall savings percentage of each participated school districts. A participant will then either receive money from 
or be required to contribute to the "equity-pooling fund." This "equity pooling" arrangement insures that each 
participant shares equally in the overall performance of the ACSIO. 

Coverage provided by Schools Excess Liability Fund (SELF}, and Alameda County Schools Insurance Group 
(ACSIG) for property and liability and workers' compensation is as follows: 

Insurance Program I Company Name 

Workers' Compensatjon Program 
Alameda County School Insurance Group (ACSIG} 

Property and Liability Program 
North American Insurance 
United National Insurance 

Type of Coverage 

Workers' Compensation 

Property 
Liability 

Limits 

State Statutory Lunit 

Replacement Cost 
$ 1,000,000 

Excess Property and Liability Program 
School Excess Liability Fund (SELF} Excess Property and Liability $ 14,000,000 

NOTE 12-EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple-employer contnoutory retirement plans maintained by agencies 
of the State of California. Certificated employees are members of the State Teachers' Retirement System (STRS) 
and classified employees are members of the Public Employees' Retircmen·t System (PERS}. 

STRS 

Plan Description The District contributes to the California State Teachers' Retirement System (STRS); a cost
sharing multiple-employer public employee retirement system defined benefit pension plan administered by 
STRS. The plan provides retirement and disability benefits and survivor benefits to beneficiaries. Benefit 
provisions are established by State statutes, as legislatively amended, within the State Teachers' Retirement Law. 
STRS issues a separate comprehensive annual financial report that includes financial statements and required 
supplementary infonnation. Copies of the STRS annual financial report may be obtained from STRS, 7667 
Folsom Blvd., Sacramento, CA 95826. 
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Funding Policy Active plan members are required to contribute 8.0 percent of their salaiy and the District is 
required to contribute an actuarially determined rate. The actuarial methods and assumptions used for 
determining the rate are those adopted by STRS Teachers' Retirement Board. The required employer contribution 
rate for fiscal year 2002-2003 was 8.25 percent of annuar payroll. The contribution requirements of the plan 
members are established by State statute. The District's contributions to STRS for the fiscal years ending 
June 30, 2003, 2002, and 200 I, were $1,467,795, $1,370,945, and $1,251,709, respectively, and equal t 00 percent 
of the required contributions for each year. 

PERS 

Pl~ Description The District con1n"butes to the School Employer Pool under the California Public Employees' 
Retirement System (CaIPERS); a cost-sharing multiple-employer public employee retirement system defined 
benefit pension plan administered by Ca!PBRS. The plan provides retirement and disability benefits annual cost
of-Iiving adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are ~blished by 
State statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS imies a 
~arate ?ompreh~nsive armual financial report that _includes financial statements aild required supplementary 
information. Copies of the CalPBRS' annual financial report may be obtained from the CalPERS Executive 
Office, 400 P Street, Sacramento, CA 95814. 

Funding Policy Active plan members are required to contn'bute 7,0 percent of their salary and the District is 
required to contribute an actuarially determined rate. The actuarial methods and assumptions used for 
det~in~ng the rate are those adopted by the CalPERS Board of Administration. The required employer 
conlribution rate for fiscal year 2002-2003 was 2.894 per<:ent of annual payroll. The District's contributions to 
CaJPERS_ for the fiscal year ending June 30, 2003 was $146,836 and equal I 00 percent of the required 
contn'bu!Ions for the year. There was no required employer contribution for fiscal years ended June 30 2002 and 
2001. The contribution requirements of the plan members are established by State statute. ' 

Tax Deferred Annuity/Social Security 

The: District also contributes to the APPLE (Accumulation Program for Part-time and Limited Service 
Employees} Tax Deferred Annuity Plan (TDA), which is a defined conlribution pension plan. A defined 
contnl>utioil pension plan provides pension benefits in return for services rendered, provides an individual account 
for each participant, and specifies how contn'butions to the individual's account are to be determined instead of 
specifying the amount of benefits the individual is to receive. Under a defmed contn"bution pension plan the 
benefits a participant will receive depend solely on the amount conlrl'buted to the participant's account, the returns 
earned on investments of those contributions, and forfeitures of other participants' benefits that may be allocated 
to such participant's account. 

As. established by Federal _law, all public sector employees ~o are not members of their employer's existing 
retirement system (STRS or PERS) must be covered by social security or an altemative plan. The District has 
~lected_ to use the ~A ~s its alternative plan. Contn'butions made by the District and an employee vest 
11nmed1ately. The District contn'butes 3. 75 perocnt of an employee's gross earnings. An employee is required to 
contrl'bute 3.75 percent of his or her gross earnings to the pension plan. 

~uring the year, the District's required and actual contributions amounted to $9,347, which was 3.75 percentof 
its current year covered payroll. Employees' required and actual contn'butions matched that of the employer's. 
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On Behalf Payments 

The State of California makes contributions to STRS and PERS on behalfof the District. These payments consist 
of State General Fund contributions to S'I'RS in the amount of $795,496 (4.475 percent of salaries subject to 
STRS) and $4,760 (0.092 petcent of salaries subject to PERS). Under accounting principles generally accepted in 
the United States of America, ·these amounts are to be reported as revenues and ·expenditures, however, guidance 
received from the California Department of Education advises local educational agencies not to record these 
amounts in the Annual Financial and Budget Report. These amounts have been recorded in General Fund of these 
financial statements and are included in final budget amounts in budget comparison schedule for the General 
Fund. 

NOTE 13 • COMMITMENTS AND CONTINGENCIES 

Grants 

The District received financial assistance from Federal ·and State agencies in the fonn of grants. The 
disbursement of funds received under these programs generaliy requires compliance with tenns and conditions 
specified in the grant agn:ellients and are subject to audit by ·the grantor agencies. Any disallowed claims 
resulting from such audits could become a liability of the general fund or other applicable funds. However;in the 
opinion of management, arry such disallowed claims will not have a material adverse effect on the overall 
f"mancial position of the District at June 30, 2003. 

Litigation 

The District is involved in various litigation arising from the nonnal course of business. There are two 
adlillnistrative suits against ihe District. Total settlement for these two cases is about $95,000. In the opinion of 
management and legal counsel, the disposition of all litigation pending is not expected to have a material adverse 
effect on the overall financial position of the district at June 30, 2003. · 

Arbitrage Liability 

The District bas issued various long-term debt instruments including .general obligation bonds. The Internal 
Revenue Service requires a rebate of any interest earnings meeting certain criteria. The District has not perfonned 
a calculation of the arbitrage rebate for any of the years subject ·10 the arbitrage rules. Therefore, any liability 
associated with an arbitrage rebate has not been detennined and is not included as a liability of the District. Once 
the calculation has been made arui the liability is determined, the District will record the liability. 

Other Contingencies 

The District is a member of the Studeiit Demographic Jnfonnation Systems joint powers·agency (JPA). 
Unaudited financial statements of the IPA for the year ended June 30, 2002 reflect a negative ending fund balance 
of $1.3 minion which includes a remaining liability for the certificates of participation of $1.5 million. The 
·impact of any amounts due from the District to the JPA to eliminate the deficit fund balance and to provide 
sufficient cash flow to repay ihe certificates of participation had not been determined. 
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Operating Leases 

The District has entered into agreements to lease two relocatable modules and six copiers with lease tenns in 
excess of one year. None of these agreements contain purchase options. All agreements contain a termination 
clause providing for cancellation after a specified number of days written notice to lessors, but it is unlikely that 
the District will cancel any of the agreements prior to the expiration date. Future minimum lease payments under 
these agreements are as follows: 

Year Ending 
June 30, 

2004 

Construction Commibnents 

Lease 
Payment 

$ 55,960 

As of June 30, 2003, the District had outstanding commitments of $137,478 with respect to Frederickson 
Elementary School modernization. Completion of the project is expected in September 2003. 

NOTE 14- PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWERS 
AUTHORITIES 

The District is a member of the Schools Excess Liability Fund (SELF) and Alameda County Schools Insurance 
Group (ACSIG) public entity risk pools. The District pays an annual premium to each entity for its worker,;' 
compensation and property liability coverage. The relationships between the District, the pools, and the JPA's are 
such that they are not component units of the District for financial reporting purposes. 

These entities have budgeting and fmancial reporting requirements independent of member units and their 
financial statements ate not presented in these financial statements; however, fund transactions between the 
entities and the District are included in these statements. Audited financial statements are available from the 
respective entities. 

37 

DUBLIN UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Entity 

Purpose 

Participants 

Governing Board 

Condensed Audited Financial Information Follows 

Assets
Liabilities 

Revenues 
Expenses 

Fund Equity 

Net Increase in Fund Equity 

Payments for the Current Year 

* Most recent audit information available. 

SELF 

Provides property 
and liability 

insw-ance 

Vanous school 
districts 

Representative 
from some· 

meniier distircts 

June 30, 2002* 
$ 112,124,000 

64!484,000 
$ 47,640,000 

25,829,000 
11,023,000 

$ 14,806;000 

$ 13,288 

ACSIG 

Provides workers 
compensation 
property and 

liability insurance 

Various school 
districts 

One representative 
from each member 

district 

June 30, 2002* 
$ 19,824,274 

14,556,688 
$ 5,267,586 

62,475,475 
63,809,307 

$ (1,333,832) 

$ 338,702 

None of the JP A's had long-term debts outstanding at June 30, 2002 .. ·The District's share of year-end assets, 
liabilities, or fund equity has not been calculated. 

NOTE 15-TAX AND REVENUE ANTICIPATION NOTES 

At July 1, 2002, the District had outstanding Tax and Revenue Anticipation Notes in the amount of$3,500,000, 
which matured on July 2, 2002. On July 2, 2002, the District issued $3,000,000 Tax and Revenue Anticipation 
Notes bearing interest at 3 percent. The notes were issued to supplement cash flows. Interest and principal were 
due and payable on July l, 2003. By May 31, 2003, the District had placed 100 percent of principal and interest 
in an irrevocable trust for the sole purpose of satisfying the notes. The District was n:ot required to make any 
additional payments on the notes. The District had paid off the outstanding balance before June 30, 2003. 
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NOTE16-SUBSEQUENTEVENTS 

The District issued $5,000,000 of Tax and Revenue Anticipation Notes dated July I, 2003. The notes :mature on 
June 30, 2004, and yield 1.5 percent interest. The notes were sold to supplement cash flow. Repayment 
requirements are that 40 percent of principal be deposited with the Fiscal Agent in January, 2004, 40 percent of 
principal in April 2004, 20percent of principal in May 2004. and 100 percent ofinterest are due by May 2004. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

The Evergreen School District (the "District") provides educational services to residents ofa portion 
of the City of San Jose, and some unincorporated areas outside of San Jose in Santa Clara County. The 
District serves a population of approximately 89,753. 

The District operates, fourteen elementary schools (including two K-5 elementary schools and twelve 
K-6 elementary schools) and three middle schools (including two 6-8 middle schools and one 7-8 middle 
school). 

The District's 2003/04 pupil-teacher ratios are 23.6:1 for kindergarten, 19.2:1 for grades 1-3, and 
25.6: 1 for grades 4-8. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in staggered years. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Thomas E. Andrade has served in this capacity since July 2002. 

Average Daily Attendance 

The following table reflects the District's historical second period AD.A. for the last four years and a 
projection for 2004/05. 

EVERGREEN SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/0l(b) 
2001/02(b) 
2002103(b) 
2003/04(c) 
2004/05(c) 

(aJ Includes grades K-8, home and hospital, and special education. 
(b) Audited Financial Statements. 
(cl Estimated - Second Interim Report adopted on March 4, 2004. 
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Average Daily Attendance(•) 

11,940 
12,017 
12,272 
12,882 
13,049 



Labor Relations 

The District employs 639 full-time equivalent certificated and 334 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

Labor Organization 

California School Employees Association 
Evergreen Education Association 

Source: The District. 

Investment of District Funds 

EVERGREEN SCHOOL DISTRICT 
Labor Relations 

Number ofFTE Employees 
In Organization 

334 
659 

Contract Expiration Date 

October 31, 2006 
August 31, 2005 

Substantially all of the District's operating funds are held by the Santa Clara County Treasurer and 
invested pursuant to the County's investment policies. The County's cash management and investment 
program is generally coordinated on a "pooled" basis. See "APPENDIX E- SANTA CLARA COUNTY 
-COUNTY INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in A.D.A. The District is not a basic aid district. The District has assumed A.D.A. 
growth as reflected in the table above, and 1.84% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 
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(a) 

(b) 

(c) 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002/03 (b) 

2003/04(c) 
2004/05(cJ 

Audited Financial Statements. 
Unaudited Financial Statement. 

EVERGREEN SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$51,224,574 
53,956,423 
56,107,024 
57,356,653 
59,074,127 

Estimated - Second Interim Report adopted on March 4, 2004. 

Percent of General Fund Revenues 

69.82% 
73.15 
75.52 
74.30 
78.51 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects an increase of three full-time equivalent certificated and no change in the number 
of full-time equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated 
salary increase for certificated employees, and a 2% negotiated salary increase for classified employees for 
the 2004/05 fiscal year. Overall salaries and benefits are projected to decrease by 2.56% in the 2004/05 fiscal 
year. 

(a) 

(b) 

(c) 

Fiscal Year 

2000101<•) 
2001102<•) 
2002/03Cbl 
2003/04Ccl 
2004/05<cJ 

Audited Financial Statements. 
Unaudited Financial Statement. 

EVERGREEN SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits 

$61,782,923 
65,991,606 
70,063,652 
72,335,406 
70,481,226 

Estimated- Second Interim Report adopted on March 4, 2004. 
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85.17% 
85.17 
88.44 
85.27 
89.39 



Comparative Financial Statements 

The following table summarizes the District's revenues, expenditures and fund balances from fiscal 
year 2000/01 through 2004/05: 

EVERGREEN SCHOOL DISTRICT 
General Fund Revenues, Expenditures And Fund Balances 

Unaudited Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

ZQ00/01 <•J 2001/02 (a) 2002/03 (b) 2003/04 (c) 2004/05 (c) 

Revenues 

Revenue Limit Sources $56, 107 ,024 $57,356,653 $59,074,127 

State Aid $13,893,139 $11,683,081 

Property Taxes 37,331,435 42,273,342 

Federal Revenue 2,454,988 2,670,210 3,325,308 4,096,293 3,525,628 

Other State Revenue 14,590,919 12,944,809 11,458,297 12,366,610 9,109,371 

Other Local Revenue 2,225,072 1,145,561 3,404,107 3,381,272 3,535,000 

Tuition and Transfers 2,875,938 3,041,973 0 0 0 

Total Revenues 73,371,491 73,758,976 74,294,736 77,200,828 75,244,126 

Expenditures 

Certificated Salaries 40,779,477 42,516,016 43,903,348 44,149,340 42,037,924 

Classified Salaries 9,097,686 9,647,168 9,783,208 8,935,008 9,191,792 

Employee Benefits I 1,905,760 13,828,422 16,377,096 19,251,057 19,251,510 

Books and Supplies 4,769,325 4,811,514 3,835,296 7,322,186 3,119,994 

Services, Other Operating Expenses 3,896,747 4,749,578 4,461,813 4,509,348 4,541,888 

Capital Outlay 832,771 1,233,135 149,780 43,219 30,000 

Other Outgo 1,255,729 699,030 713,708 616,497 675,866 

Total Expenditures 72,537,495 77,484,863 79,224,250 84,826,656 78,848,974 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 3,000,000 1,400,000 3,600,000 3,400,000 4,033,151 

Interfund Transfers Out I Other Uses (400,000) (400,000) 0 0 0 

Total Other Financing Sources/(Uses) 2,600,000 1,000,000 3,600,000 3,400,000 4,033,151 

Excess of Revenues Over (Under) Expenditures 3,433,996 (2, 725,887) (1,329,514) (4,225,828) 428,303 

Beginning Fund Balance 8,590,719 12,024,715 9,298,829 7,969,315 3,743,488 

Ending Fund Balance $12,024,715 $ 9,298,828 $ 7,969,315 $3,743,488 $ 4,171,791 

(a) Audited Financial Statements. 
(b) Unaudited Financial Statement. 
(c) Second Interim Report adopted on March 4, 2004. 
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District Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations On June 30, 2003, the District issued $10,000,000 tax and revenue 
anticipation notes due July 1, 2004. The notes are general obligations of the District, secured and payable 
from general fund revenues received during or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "EVERGREEN 
SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Subsequent to the date of the Audited Financial Statements, June 30, 2003, the District issued the 
General Obligation Bonds, (Election of 1997) Series D in the amount of $13,000,000 on September 30, 2003 
(as described in "Note 17- Subsequent Event" of the Audited Financial Statement, June 30, 2003). See 
"EVERGREEN SCHOOL DISTRICT-Excerpts from Audited Financial Statements, June 30, 2003" 
herein. 

Additionally, subsequent to the date of the Audited Financial Statements, June 30, 2003, the District 
issued the 2003 General Obligation Refunding Bonds, Series B (the "Refunding Bonds") in the amount of 
$9,670,000 on September 30, 2003. The Refunding Bonds defeased the outstanding General Obligation 
Refunding Bonds, Series 1996. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
2.14 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

Projected Cash Balance, July 1, 2004 

EVERGREEN SCHOOL DISTRICT 
Note Coverage Ratio 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

Other District Funds 

$13,726,467 

85,713,391 

(86,214,050) 

$13,225,808 

$ 6,179,500 

2.14 : 1 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES- Other District Funds" herein. 
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EVERGREEN SCHOOL DISTRICT 
Other District Funds 

Special Revenue Funds 
Cafeteria 
Deferred Maintenance 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
County School Facilities 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

C•l Audited Financial Statement. 
(b) Second Interim Report adopted on March 4, 2004. 
(c) The District. 

Cash Flows 

June 30, 2003, June 30, 2004, 
Balance (a) Estimated Balance Cb) 

$ 1,001,149 $ 1,087,812 
3,382,213 2,316,593 
4,383,362 3,404,405 

6,205,470 153,009 
1,154,942 2,499,942 

32,711,022 34,811,022 
40,071,434 37,463,973 

$44,454, 796 $40,868,378 

June 30, 2005, 
Estimated Balance Cc) 

$ 1,097,905 
2,483,449 
3,581,354 

9,287,851 
1,787,942 

19,071,022 
30,146,815 

$33,728,169 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
April 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected cash 
receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected cash 
flows for fiscal year 2004/05 take into account the receipt and payment of the Notes .. 
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District:Evergreen School District 
arax and Revenue Anticipation Notes 

EXHIBITI 
8".CTUAL CASH FLOW 
(Actuals through April 2004, Projected May and June 2004) 
GENERAL FUND 

JulI August Sel!tember October November December Janna!}'. Februa!I March Al!ril Mar June Total 
Beginning Cash 'Ill • • • • • Ill ;,II • lB ~ • ;, 9 

Receipts 

Revenue Limit: Property Tax 8,835 10,873 458,731 16,132 8,855,267 7,263,831 9,690,903 669,728 5,145,374 9,010,979 4,121,438 2,577,700 • Revenue Limit: State Aid 536,247 892,383 634,947 634,947 634,947 634,947 634,947 1,627,135 813,659 813,569 813,569 53,637 l!I 
Other Receipts 2,702,998 2,605,281 1,051,217 1,568,830 609,844 1,529,439 1,889,148 1,145,354 4,689,343 2,806,662 1,266,374 790,095 ;fl 
Note Proceeds 10,104,700 0 0 0 0 0 0 0 0 0 0 0 • Total Receipts • ~ '111 ;JI • lJ( • ;Jr • • • JI ~ 

Disbursements 

Salaries and Benefits 926,113 1,432,647 6,752,328 6,812,680 6,882,450 6,882,613 6,829,084 6,813,095 6,831,990 6,920,106 6,961,921 7,061,921 • Other Disbursements 2,826,890 2,816,856 1,812 735,149 421,283 918,025 (190,898) 557,199 449,267 368,900 866,794 1,767,253 • Note Payment Pledge 0 0 0 0 0 0 4,000,000 0 0 4,000,000 2,199,444 0 .. 
Total Disbursements JI ~ • JI ;iB ~ .. :Ill ;JI ,111 • " • 

Net Increase/Decrease gs (!J (,JJ (:iJ ~ • ... (~ JI • (~ (;JJ (JI J 

Ending Cash • • • • • • ;,II • • ;rs • • • G 

EXHIBIT II 
IIPROJECTED CASHFLOW 
GENERAL FUND 

Jull Aug:ust Sel!tember October November December Janua!l Februa!I March Al!ril Mar June Total 
Beginning Cash • • • 911 ,II :. • • ,. ~ • "' • 
Receipts 

Revenue Limit: Property Tax 8,835 10,873 458,731 16,132 7,626,217 8,855,267 10,174,658 702,419 2,282,171 8,112,133 6,426,585 4,796,419 Al 
Revenue Limit: State Aid 536,247 892,383 634,947 634,947 634,947 634,947 634,947 1,627,135 854,000 854,000 854,000 0 ll8 
Other Receipts 4,512,746 1,920,819 1,038,562 1,512,879 1,310,291 585,290 1,787,623 1,077,484 3,196,261 714,384 1,849,401 1,862,331 • Note Proceeds 6,082,380 0 0 0 0 0 0 0 0 0 0 0 $1 
Total Receipts • " 7,11 ;Ji • • • JB !ill 91 ,. 

"' "' 
Disbursements 

Salaries and Benefits 936,361 1,440,170 6,748,899 6,801,951 6,868,150 6,869,757 6,809,713 6,794,145 6,816,132 6,816,132 6,768,502 6,771,892 ,. 
Other Disbursements 9,003,344 2,720,468 (230,782) 476,134 875,262 352,950 (240,917) 502,217 298,836 384,684 625,687 1,004,365 ,, 
Note Payment Pledge 0 0 0 0 0 0 2,400,000 0 0 2,400,000 1,379,500 0 !JI 
Total Disbursements Ill • "" 

;JJ JI ;;.u lfl JI ;Ji 91 ,. ~ l!IJ 

Net Increase/Decrease • Gt, (jfJ <• ,ll '6J JI (» (Ill lJI ~ <JI (ffJ 

Ending Cash • • 911 ,II ;JI • ll • '.7JI 'Ill -



EVERGREEN SCHOOL DISTRICT 

Excerpts from Audited Financial Statements 
June 30, 2003 
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Board of Trustees 
Evergreen School District 
San Jose, California 

Vavrlnek, Trine, Day & Co., LLP 
Certl)led Public Accountants &, Consultants 

INDEPENDENT AUDITORS' REPORT 

VALUl 1HE Olfi-[RFNCE 

We have audited the accompanying financial statements of the gov~ental activities, each major fund, and the 
aggregate remaining fund infotnll1,tion of the Evergreen School District (The District), as of and for the year ended 
June 30, 2003, which collc:ctively comprise the District's basic. financial statements as listed in the table of 
contents. These financial statements arc the responsibility of the District's management. 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, 
the standards applicable to.financial audits contained in Government Auditing Standards, issued·by the 
Comptroller General of the United States, and Standards and Procedures for .A.udits of California K-12 Local 
Educational .A.genci~, prescribed by the; State Controller. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. W c believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statements refened to above prese!lt fairly, in all material respects, the financial 
position of the governmental activities, each major fimd, and the aggregate remaining fimd information oftb.c 
Evergreen School District, as of June 30, 2003, and the respective changes in financial position for the year then 
ended in conformity with accounting principles generally accepted in the United States of America. 

As discussed in Note #18 to the financial statements, the District rccognw:d ~ defem:d state appropriations 
as revenue in the current fiscal year. 

In accordam;c with Govtm1111ent Auditing Standards, we have also issued our report dated September 17, 2003, on 
our consideration of the District's internal control over financial reportiog and on our tests of its compliance with 
certain provisions oflaws, regulations, contracts, and grants. That report is an integral part of an audit pcrfonned 
in accordance with Government Auditing Standards and should be read in coajunction with this report in 
considering the results of our audit. 

, I As discussed in the Notes to the basic financial statements, the accompanying financial statements reflect certain 
changes required as a result of the implementation of GASB Statement No. 34 for the Ji:ar ended June 30, 2003. 
This results in a change to the fmmat and content of the basic financial statements. · ' · -

8270 Aspen Strffi llinchO Cucamono•, CA 91730 Tel; 909.466.4410 Fax: 909.466.4431 www.vtdcpa.com 
PIE.SNO • LAGUNA HILLS • PLEASANTON • RANCHO CUCAMONGA • 5AN JOSI 

The required supplementary infonnation, such as management's discussion and analysis on pages 3 through 7 and 
budgetary comparison information on page 35, ere not a required part of the basic financial statements, but is 
supplementary information required by the Go~tal Accounting Standards Board. We have applied certain 
limited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did not audit the 
information and express no opinion on it. 

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the District's basic financial statements. The other supplementary infonnation listed in the table of 
contents, including the Schedule of Expenditures of Federal awards which is required by U.S. Office of 
Management and Budget Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations, is 
presented for purposes of additional analysis and is not a required part of the basic :financial statements. Such 
infonnation has been subjected to the auditing procedures applied in the audit of the basic financial $tements 
and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. 

V~ 1~2J; It. LLP 
San Jose, California 
September 17, 2003 
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EVERGREEN SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

DISTRICT PROFil,E 

Evergreen School District was f'om:tcd. in 1860 and is one of the oldest school districts.in Santa Clara County. The District is 
located along the Mount Hamilton mountain range in the routheastern part of San Jose and extends on the west to Highway 
IOI and on the north to Tully Road. It encompasses an area of approximately 32 square miles and. has an estimated 
population of approximatoly 90,0QO. The District has fourteen elel!IC,lllW:y schools. and three middle schools._ The last 
elementary school was opened in 2000 and a new elementary school is currently lll!der construction that is scheduled to open 
in the fall of 2004. T4e Average Daily Attendance in 2002.(13 was 12,272. 

Sixteen of our schools have been identified by the California State Department of Education as California Distinguished 
Schools and several have achieved this recognition multiple times. Teo ha'<(e also beeo identified by the Unite4. States 
Department ofEduC!}tiOn as National Blue Rl'bbon Schools, Eight schools wefe eligwle to receive funds from the Governor's 
PerfOrmance A ward Prognun for 111eeting their Academic Perfonnance goals. · 

FINANCIAL HIGHLIGHTS: 
Revenue limit is the largest component of the 
District's general fund budget. The District received 
a basic allocation per unit of average daily attendance 
(ADA) of$4495.69, which Includes a cost ofliving 
adjustment (COLA) of$89. 

The general fund also received funds :from various 
State, Federal and other local programs. 
(See Char.t-1} 

2003 RESULTS OF OPERATIQNS 

Chart-1 
Evergreen School District· 

General Fund Revenue Source 
FY 2002-2003 . 

Other Qther 

*' Federal 

:..

e Local 

4% 

Revenue 
Limit 
7~% 

The District's general fund expenditures exceeded revenues and ttansfers In by $1,329,SIS, resulting in an ending fund 
balance ofS?,969,313. Of this amount, $2,178,462 is undesignated, and $2,500,000 is designated for economic uncertainties. 
Our available reserves at June 30, 2003 are $14,070,SOS and include the general fiuld amounts noted above plus the balance 
in our special reserve fund ofS9;392,343. By way of comparison, available reserves at June 30, 2002, as adjusted, were 
$16,426,749, thus the District used $2,355,944 ofits beginning available reserves, approximately 14%, to fund 02-03. 
operations. 
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EVERGREEN SCIIOOL DISTRICT 

MANAGEMENT'SDISCUSSION AND ANALYSIS 
JUNE 30, 2003 

OVERVIEW OF THE.FINANCIAL STATEMENTS 

This annual teport consists of three parts - management's discussion and analysis (this sectinn), the basic gnancial 
statements, and required supplementary infonnation. The basic financial statements include two ldnds of statcimnts that 
present different views of the District: · 

• The fu5t two statemen1!! are district-wide financial statements that provide both shorl-tenn and long-term inf'om:tation 
about the Disbict's overall financial status. · • · 
• Thc telll3inlng statements arc fandfinancial slatements that focus on individual JJ!l11S of the District, reporting the 
Dlslrict's operations in.l'IIOl'« detail than the dislrict-wide statements. 
• The govenunenta_l filnds statements tell how basic scrvice,s like regular and spe(lial education were fimmccd in the short 
term as well as what remaiDs for future spending. 
• Fiduciary funds sta~ provide infonnation about the financial relationships in which the District acts solely as a 
trustee or agent for the benefit of others to whom the resources belong. Fidnclmy fiuld activity is excluded :from the district
wide financial statemmlf,s. 

The tinaJ1cia1 statements a1SQ include notes that explain some of the information in the statements and provide more detailed 
data. The statements arc followed by a section of required supplementary information that further c,xplains and supports the 
financial lllatements with a comparison of the District's general fimd budget, both the adopted and final version, with year 
end actuals, . 

Dlitrict-wfde Statements 

The disbict-wide staten;iena~rt information about the Dlsbict as a whole using accounting methods similar to those used 
by private-sector companies. The statement ofnet assets includes all of the District's assets and liabilities. All of the cummt 
year's mrenues and expenses arc accounted for in the statement of activities regardless of when cash is received or paid 

The two district-wide $tatemellts report the District's net assets and how they have changed. Net assets - the dlffcrence 
between the Disbict's assets and liabilities - are one way to measure tlu: District's financial hc:alth or position. 
• Over time, inc~ or decreases in the District's net assets are an indicator of whether its fiDancia1 position ls ilnpr9ving 
or deteriorating, respectively. 
• To assess the overall health of the District one needs to consider additional non-financial iiu:tors imch as changes in the 
District's property fax base and the condilic.'11 of school buildings and other facilities. 

Fund Financlal Statemen_ts 

The fund financial $ltements provide more detailed information about the District's most significantfands- not the I>i$1rict 
as a whole. Funds are accoµnting devices the District uses to keep traclt of specific sources of funding and speoding on 
particnlar programs: 

• Some funds are required by State law and. by bond covenants. 
• The District establishes other fimds to control and manage money for particular purposes (like repaying its long-!~ 
debt) or to show that it~ prop~y using certain revenues ( like federal grants}. 

The District has two kinds o_f 1ilnds: 

Govemmentalfa.nds-Mostofthe District's basic services are ~ludcd in governmental funds, whichgenerally focus on(!) 
how cash and other financtal assets, that can relldi!Y be converted to cash, flow in and out and (2) the. balances left at·year
end that are a".ailable f,;,r spending. Consequently, the govcmme.i;ttal. funds statements provide a detailed .rhorMerm view that 
helps one detcmrlne whether there are more or fewer financial res= that can be spent in the near :futqre to finance the 
Dlsttict's programs. Because this information does not encompass the additional long-tcnn focus of the district-wide 
statements, we provide reconciliations between the disbict-wide final)cial statements and the fund financial statements that 
explain the relationship ( or differences) between them. 
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EVERGREEN SCHOOL DISTRICT 

MANAGEI\:fENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

~ Fiduciary fimds-The District is the trustee, or fiduciary, for assets that belong to others, such as the student activities 
funds, The District is responsible for ensuring that the assets reported in these funds are used only for their intended purposes 
and by those to whom the assets belong. All of the District's fiduciary activities are reported in a separate statement of 
fiduciary net assets and a statement of changes in fiduciary net assets. We.exclude these activities from the district-wide 
financial statements because the Di$ict cannot use these assets to finance its operations. · 

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 

Net Assets 

The District's combined net assets were $86.2 million at June 30, 
2003. (See Table· 1). Of this amount, S0.8mlllion was a Board
dcsignated unrestricted reserve and $14.l million was 
unrestricted. R.estrk:ted net assets are reported separately to show 
legal constraints from debt covenants end enabling legislation that 
limit the School Board's ability to use those net assets for day-to
day operations. 

Governmental Activities 

Charts 2 end 3 provide a breakdown of the general fund 
expenditures, both by Object code and by Function. As is 
common with virtually all school districts, the majority of 
expenditw'e$ in the general fund is for salaries and benefits 
(approximately 88%). From a functional cost standpoint, Chart 3 
show that approximately 84.8% oftolal general fund expenditures. 
goes for instruction and instruction-related activities. The District 
must spend at least 60% of its total certificated salary component 
on class.room instruction ac:tivities. For the current fisca.1 year, the 
District spent approximately 77 .7% of certificated salaries on 
classroom instruction activity. 

Chart-2 
Everg!Wn School District 

General Fur,d E,cpendltures By ObJect 
FY02..Q3 
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Table-1 
;gverm:een School District 

NetAAelS 
(in millions of dollars) 

Govemm1nta1 
Activities 

~ 
Current and other asselB $75.E 
Capllalasse1$ 100.6 

T1m1l Assets 176,1 
Current llablliUes. 10.8 
ong-term dabt 79.1 

Total Uabllltles 89.S 
Netassels 
Invested in capilal assels, 

net of related debt. 25.: 
Restrlcted 48.1 
Board designated unrastric:ted 0.8 
Unreslllcled 14.1 

Total Net Assets 86.2 

~le: Totals may not add Clue to Raunctlng. 

EVERGREEN SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Available Reserves 

The Special Reserve fund ended 2002-2003 with a balen~ of$9.39 million. When added to the General Fund 
Unappropriated fund balance of $2.18 million and the 3% reserve ofS2.S million, the total available reserve balance is 
S!4.07 millioJL In the district-wide statement of net assets, designations of ending fund balance lll'e. considered unrestricted, 
but they are not a component of available reserves. 

Genen1l Fund Budgetary Bi&hlights 

The District has incwml an operating deficit over the last three years which can be seen in the decline of unreslricted 
reserves on charl-4. The deficit is expec_ted to increase over the future years due to .incroasing health cost, step end column 
movement on the salary schedule and zero (0%) cost ofliving increases in State revenues. · 

For the 2002-03 school year, the budget vers~ the actual unrestricted expenditures had a variance of0.2"A, and the 
unrestricted revenues were 0.1 %. The difference from the budget to actuals on the unappropriated fjmd balance was $86,255 
on the total ofSS9.9 million unrestricted expenditures. This is a variance.of0.14%. 

Chart-4 
Evergreen School District 

Ge~.eral Fund/Special Reserve, Fund 
Unrestnctsd Reserves 

MIHJons20-· 15 
10 
5 
0 ,_ 21XJO.O! 2001-112 2002-03 2!J03.D4 

Stlies1 18,740,'31518,249,30616 •• 26,74914,070,80510,Q39,330 

CArTIAL ASSET ANO DEBT ADM~',l'RATION 

Capital Assets 

By the end of2003 the District had invested $126.2 million in a 
broad range of capital assets, including s'*ool buildings, athletic 
facilities, compµter and audio-visual equipmentand 
administrative offices. (See Table 2) This aniount represents a 
net increase ofSl 8.2 million from last year. (More detailed 
infQnnation about capital assets can be found in Note 5 to the 
financial statements). 

Table-2 

Evergn,en School Dl&trlct 
Capital .Asselll at Year.end 

(In mlfllons of dollars) 

Total 

S!11J!l!!l!Jl!!!!sl 
2Q.gg ~ 

Capital FacUities Projects Land $ 21.7 $ 21.7 
Bulkllngs & lmpro1(ements 82.8 100.8 

Vehicles 3.3 3.3 
Equipment 0.2 0.2 

Tolal 

Changes 

0.00% 
22.lla% 
0.00% 
0.00% 

In November of 1989 the voters of the District approved 
authorization ofS3S million in general obligatiQII bonds tl)at 
were used for building multipurpose rooms at seven of the 
oldest schools, expanding m,mry rooms, upgrading fields, 
removing of asbestos and building a Central Kitchen facility for 
the student IWlch program. 

Tatals S 108.0 S 126.2 16.85% 
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EVERGREEN SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

The District !,ms issued this entire authorization The District established a Community Facilities District and in September 
1~2 issued Special Tax Bonds In the amount ofS7,380,00,0 that helped fund the coDStmction of Silver Oak Elementary 
School. In November of 1997, the vo~ approved a $60 million genetal obligation bond for the acquisition, construction and 
improvoment. of certain school facilities. As of Januaey 1, 2003, the District had issued $47 million against this authorization. 

·The District also participates In the Slate's De.teaed Malnlelll!,llCc Prog,;am fa. upgrade our schools and to maintain a safe 
enviroJIJJlellt for our stuclenls. School facilities ~ inspected periodically for modernization planniDg. 

Col)Struction.Projects 

Cwrent or recent ~ital p_rojeds include: 
1. CQnsti:uction of the Pislrict's fiftei:nth eletnel!-taty sc~I, Caroly.tl A. Clark Blcmcntaty School. 
2.. Construction of an eight-classlQODl addition for Chaboya Middle School 
3. Construction of a Libraey/Media Center lit Ley Va Middle Sch9ol at an approximate cost of$2;200,000. 
4. Construction ofa two-stocy, 16-classroom wing at Montgomery Elementary School. whjch will replace 14 CJCisting 
portable classrooms at a cost of$2,700,000. 

Long-Term~ebt 

At ycar-=l the District had $75.2 millicn in general 
obligation bonds and other long-term debt of $6.46 million 
oufstallding-a decrease of 1.27 pm~ from last year • as 
shown in Table - 3. (More detailed information about the 
District's long-teem liabilities is presented in Note 9 to the 
finanoial state~ts.) 

• In February 2003 District refinanced $15.3 million of 
General Qbligation Bonds. The District red!ICCd future 
interest P!lymetrts fur IOClll property owners. As a result of 
this retinantjng, the District reduced its fiJturc debt service 
payments by approximately $1.2 million. 

• Th,e D.istrictplans to issue the remaining $13 million of 
General Obligation bonds in September 2003 to pay fur the 
construction cost of the new school 

FACTORS BEARING ON THE DISTRICT'S FUTURE 

Table-3 

Eve,vreen School D'8trit:f 

Outstanding Long·J'al'.111 Debi at Year'411d 
(In mlfllons of donars) 

Obllgali<ln Bonds 

Totals 

Total 

School Dlslrlct % 

aa.!12. ~ ~ 
$75.70 $75.;?0 

$6.76 $6.46 

$0.14 $0.00 

$0.11 S0.00 

$82.71 $81.66 •1,27 

The 2002-,1)3 tiscal year was impacted by substantial increases In energy costs, step and column movement on the Teachem 
salary schedule, medical and liability ~ premiums and State budget cuts and thci District tiiccs continued budget 
cb.tillcngcs in 2003-04. The Disttict adjusted 2003-04 expenditures with reductions in administrative and support staff and 
operating expenses and will continue to make adjustments as needed. Strategies being considered for reducing the anticipated 
2003,-04 deficit are negotiating with the employee unions for a change ofmi,dical inswance p)ans, going to the voters with a 
parcel tax proposal and additional transfers from the Special Reserve Fund. 

CONTACTING THE DISTBICI''S FINANCIAL MANAGEMENT 

This lmancial report is designeq lo provide our citizens, taxpayers, customers and investois -and creditors with a general. 
overview of the District's finances and to demonstrate the District's accountability for the money it re~ives. If you have 
questions abo\lt this report or need additional financial infonnation, please con!aCt James Crawford,.. Assistant 
Superintendent, Business Services, Evergreen School District, 3188 Quimby Road, San Jose, CA 95148. 
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EVERGREEN SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Assets 
Deposits and in~stments 
Receivables 
Prepaid expenses 
Stores inventories 
Capital assets 
Less: Accumulated depreciation 

Total assets 

Liabilities 
Accounts payable 
Def med revenue 
Current portion of long-term obligatiQ12s 
Noncw:rent:portion of 10)1.g·tenn obligations 

Total liabilities 
Net Assets 

Invested in capital assets, net of related deb~ 
Restricted for: 

Debt service 
Capital projects 
Special revenue 
Other activities 

Unrestricted 
Total net assets 

Tl\e a~ompanying notes ~ an integral part of these finaru;ial statements. 
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Governmental 
Activities 

S 69,659,789 
4,577,192 
1,164,724 

140,078 
126, 176,090 
(25,575,225) 
176.142,648 

~752,496 
1,552,316 
2,520,000 

79,125,882 
89,950,694 

25,160,453 

4,278,719 
33,865,964 
4,383,362 
3,600,850. 

14,902,006 
S 86,191,954 

J 
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EVERGREEN SCHOOL DISTRICT 

EVERGREEN SCHOOL DISTRICT 

i Sl'ATEMENT OF ACTIVITIES 
GOVERNMENTAL FUNDS 

l 
FOR THE YEAR ENDED JUNE 30, 2003 

BALANCE SHEET 
JUNE 30, 2003 

'l 
Net (Expenses) 
Revenues and 

Speclal Reserve 

Chances In General Non-Capital Buill,ling 

Program Revennu Net.A.uets Fund Fund Funds 

··~ Cbargesfor Operating Qipttal ASSETS 
j Services and Grmfsand Granfsand 

~ 

l 
Governmental Deposits and investments $ 7,902,321 s 9,355,058 $ 8,823,431 

Ftmctloos/P- Eueases Sales Contrlbudllllll Contribudons Activities Receivables 4,051,955 37,285 43,400 

1 Governmental activities: 
Instruction S 55,452, 726 

Due from other funds 86,704 

l $ 143,216 $ 8,291,738 S IS,392,441 $ (31,625,331) Prepaid expenses 22,924 
Instruction relalcd a<:tivities; Stores inventories 43,235 

i 
Supervision ofinslruction 3,272,341 27,860 2,211,734 (1,032,747) 
lnstructional li&ra,y, mcdiaand technology t,825,290 53,794 (l,771,496) 

Total assets $ 12,113,139 s 9,392,343 $ 8,866,831 

School site administration 5,950,544 15,067 (5,935,477) 
LIABILITIES AND FUND BALANc:ES. 

"T Pupil services; Liabilities: 

1 Homc-10-school transportation 1,061,966 3,524 589,636 (468,806) Accotmts payable s 2,618,222 s s 2,661,361 

Pood services 2,774,401 1,689,305 1,190,222 105,126 Due to other funds 

All other pup.ii services 991,487 123,949. (867,538) Deferred revenue 1,5251604 
General adminiSb'lllion: Total liabilities 41143,826 2,661,361 

Data processing 422',432 9,450 (412,982) Fund Balances: 
All other general aclministndion 2,737,987 742 121,665 (2,615,580) Reserved for: 

Plant seivices 6,725,274 32,526 (6,692,748) Stores inventories 43,235 
Pa<:ility ac:quisitian and construction 266,930 12,188 (254,742) Other reservations 2,415,815 
Anclll111y services. 77,893 (77,893) Unreserved: 
htlercst on long-Imm debt 4,267,468 (4,267,468) Designated 
Other outgo 702,199 2,'116 396,661 (303,462) 

3,331,801 9,392,343 6,205,470 

1 
Depreciation (unallocated) 3,823,693 (3,823,693) 

Undesignated, reported in: 

' 
Total gov<J:llmencal-type activities $ 90,352,631 $ 1,866,723 $ 13,048,630 S IS,392,441 (60,044,837) 

General fund 2,178,462 
Debt service funds 

General revenues and subv~lions: 
Total fund balance 7,969,313 9,392,343 6,205,470 

.i Property taxes, levied far general purposes 47,314,237 Total Liabillties and 

Property taxes, levied for debt service 5,566,526 Fund Balances $ 12,113,139 $ 9,392,343 $ 8,866,831 

Federal and Stale aid not rcstricted·to specific pwposes 14,458,363 
Interest and investmtnt earnings 1,539,17~ 
Miscellaneous 3,298,470 

Subtotal, genend revenues 72,176,767 
Clulnge ID net assets 12,131,930 _j 

Net assets - beginning 74,060,024 

1 
Net assets • ending $ 86,191,!)54 I .. , 

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

GOVERNMENTAL FUNDS 
RECONCil..lATION OF THE GOVERNMENTAL FUNDS BAiANCE SHEJIT 

1 TO THE STATEMENT OF NET ASSETS 
JUNE 30, 2003 

·1 County School Non Major Total 
FacilWes Governmental Go.veramental Amounts Reported for Governmental Activities in the Statement of 

Fund Fnnds Funds Net Assets are.Different Because: 

1 "} Total Fund Balance - Governmental Fnnds s 67,548,096 
s 32,571,372 $ 11,007,607 $ 69,659,789 

139,650 298,902 4,577,192 Capital assets used in governmental activities arc not tinancia1 n,sources 

'J 86,704 and, therefore, are not reported as assets in governmental funds. 
22,924 The cost of capital assets is $126,176,090 

·, 96,843 140,078 Accumulated 4ep~iation is !25,575,2252 100,600,865 
·I $ 32,711,022 $ 11,403,352 $ 74,486,687 

l 

Expenditures relating to iSSUat\Ce of dabt of next fiscal year were rt1cogiµzed 
·7 on the modified accrual basis, b1,1t arc capitalized and amortized on the accrual 
) s $ 19,988 s 5,299,571 basis 1,141,800 'i 

8.6,704 86,704 
I 

7 26,712 1,552,316 In govemmcntal funds, interest on long-tenn dabt is recognized in i 
! l 

133,404 6,938,591 the period when it is paid. On the government-wide statements, . I i 

interest on long-term debt is recognized when it is incl.lrrcd. (1,452,925) ·1 
I 

96,843 140,078 Long-term liabilities at year end oomist of: 
l 

100 2,415,915 Bonds payable 75,190,882 
Mello Roos Special Tax Bonds 6,455,000 (81,645,882) 

32,711,022 5,441,361 57,081,997 Total Net Assets- Governmental Activities s 86,191,954 

i 
2,178,462 l 

!, 

5,731,644 5,731,644 
32,711,022 11,269,948 67,548,096 '} 

' . .l ' .J 

$ 32,711,022 $ 11A03,352 $ 74,486,687 

.i 

f i 
•.. .l 

I J 

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

t GOVERNMENTAL FUNDS . ' 
STATEMENT OF REVENUES, E:/'CPENDITURES AND 

I CHANGES IN FUND BALANCE 
FOR THE YEAR ENDED JUNE 30, 2003 

1 Special Reserve '.] 
' General Non-Capital Building 

1 
Flllld Flllld Flllld 1 REVENUES 

Revenue limit sources $ 56,107,025 $ . $ 

'i Federal sources 3;325,308 ·"·l 

I Other state sources 11,458,298 i 
Other local sources 3,404,107 117,378 256,074 

Total Revenues 74,294,738 117,378 256,074 
EXPENDITURES 
Current 

] Instruction 55;527,369 ·1 
Instruction related a,ctivities: J 

Supervision of instruction 3,272,341 

] Instructional library, media and technology 1,825,290 
. l 

School site administration 5,952).75 .l 
Pupil Servii;es: 

• Home-to school transportation 1,061,966 l This page left blank. intentionally. Food services 
All other pupil services 991,487 

·1 
General administration: J Data proce$l!ing 422,432 

All other general administration 2,943,483 
! Plant services 6,495,563 311,044 .J Facility acquisition and construction 18,339 17,854,475 

Debt service 

:·1 l Principal ! 
,J Interest and other 

t 
Total Expen.ditnres 78,510,545 18,165,519 l 

Excess (deficiency) of . ! .J revenues over expenditures (4,215,807) 117,378 (17,909,445) 

1 
Other Financing Sources (Uses): . 

Transfers in 3,600,000 9,299,386 10,905,352 .J 
Transfers out (3,600,000) 

1 
Other uses (713,708) J Net Financing Sources (Uses) 2,886,292 5,699,386 10!905,352 

NET CHANGE IN FUND BALANCES (1,329,515) 5,816,764 (7,004,093) 
Fund Balance - Beginning 9,298,828 3,575,579 13,209,563 
Fund Balance· Ending $ 7,969,313 $ 9,392,343 $ 6,205,470 

., 
i 

The accompanying notes are an integral part of these financial statements. I 
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.l EVERGREEN SCHOOL DISTRICT 

f RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES, AND CHANGES IN FUND B~CES 

I TO THE DISTRICT-WIDE STATEMENT OF ACTIVI'l"IES 
FOR THE YEAR ENDED JUNE 30, 2003 

··1 Amounts Reported for Govenunental AclivltlltS in Che Statement.or 
County. School Nomnajor Total Activities are D.ltl'erent Because: 

Facilities Governmental Governmental Total Net Change in Fund Balances - Govermnental Funds s (4,349,149). !"." -i Fund Funds Funds 

Capital outlays to purc;hase or build capital assets arc reported in govmnmcntal 
$ $ $ 56,107,025 funds as e,q,cnditures, however, for govemmcntal activities, those c;osts 

;1 1,111,861 4,437,169 axe shown in the statem.ent of net assets and allocated over theb: estimated j 15,392,441 139,512 26,990,251 useful liv~ as annual depreciation expenses in the statements of ac;tivities. 
478,346 101694,211 14,950,116 

1 15,870,787 11,945,584 102,484,561 
This is the amount by which capital outlays exceed depreciation in the period. •j 

Depreclalion expense $ (3,823,693) .. , 
SS,527,369 Capital outlays 18,175,791 14,352,098 ' 

·i 
3,272,341 Repayment of issue ~sts ofbollml is an expenditure in lhe govemmmital 

1 funds, but it_ should be recorded as a prepaid expense and amortized on 

! 
1,825,290 the statement of net assets. (60,095) 
5,952,275. 

Accreted interest is not a expenditure in the governmental funds, ~ it increases th11 long 
1,061,966 tean liabilities in the statement of net assets and is reflected as additional inteft!st expense 

2,774,401 2,774,401 in the statement of activites. (354,888} 
991,487 

J Interest on long-term debt in the statement of activities differs.from the.amo1111t re,11orted in j 

422,432 the governmental funds, because interest is recorded as an expenditure in the funds when it 
2,943,483 is paicf. aod thus requires the use of cuaent :financial resources. In the statement of I 
6,806,607 activilieii, haw~er. interest expense is recognized as the interest . .J 

412,200 18,285,014 accrues, regardless ofwl!en it_ is paid. (84,774) 

~1 
Compensated absences are measured by amounts earned dwing the yeai: ln the J 1 2,489,626 2,489,626 
S!alllment of Activities. In the Go~tal Funds, certain of these items are 

3,767,711 3,767,711 
measured by 8111ounts actuallypaid. Previously accrued benefits of$139, I 12 were paid off 

l 9,443,938 106,120,002 during the current fiscal year. 139,112 ·, 
.J 

!S,870,787 2,501,646 (3,635,441) Repayment ofbond principal is an expenditure in the govc:rnmental funds, but it 

J J reduces long·tmn liabilities in the statement of net assets and does not affect 
23,804,738 the statement of activities. 2,489,626 (20,204,738) (23,804,738) 

Change In Net Assets of Governmental Activities s 12,131,930 .. 
l (713,708) l 

,j .J !20,204,738) (713,708) 
15,870,787 (17,703,092) (4,349,149) 
16,840,235 28,973,040 71,89.7,245 

s 32,711,022 s 11,269,948 $ 67,548,096 

The ac;companying notes are an integral p~ of tiles!! financial statements 
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EVERGREEN SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ASSETS 
Deposits and investments 
Receivables 

Total assets 

LIABILITIES 
Due to student groups 

Total Uabilides 

The accompanying notes are an integral part of these financial statements 
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Agency 
Funds 

$ 142,356 
74,180 

$ 216,536 

$ 216,536 
$ 216,536 

EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 1 - SUMMARY OF $IGNlFICANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The E~ School District was organized in 1860 wider the laws of the State of California. The District 
operates under a locally-elected five member Board form of government and provides educatioual services to 
grades K-8 as mandated by the State agencies. The District operates fourteen elementary, and three middle 
Schools. 

A reporting entity is comprised of the primacy government, and other organizations that are included to ensure 
the financial statements are not misleading. The primaiy government of the District consists of all timds, 
departments, boards, and agencies that are not legally separate :from the District For Evergreen School 
Dis1rict. tbil! includes general operations, food service, and student related activities of the District. 

Joint Powers Agencies and Public Entity Risk Pools The District is associated with two joint powers 
agencies and one public entity risk pooL These organizations do not meet the criteria for inclusion as 
component Wlits of the District. SUJJmlllrized audited financial information is presented in Note 15 to the 
financial statements. These organizations are: 

South Bay Area Schools Insurance Authority 
Santa.Chim County Schools Insurance Group 
East Valley Transportation Agency 

Basis of Presen~tion - Fund Accounting 

The acco1U1ting system is organize<! and operated on a timd basis. A timcl is defined as a fiscal and 
accounting entity with a self-balancing set of accounts, which are segregated for the purpose of caayi:ng on 
specific activities or attaining certain objectives in accordance with special regulations, restrictions, or 
limitations. The District's timds are grouped into two broad timd categories: govermnental and fiduciaiy. 

Govemmental Funds Governmental iimds are those through which most governmental timctions typically 
are financed. Governmental timd reporting focuses on the sources, uses, and balances of cwrent flllllllcia1 
resources. Expendable assets are assigned to the various governmental timds according to the purposes for 
which they may or must be used. ~t liabilities are assigned to the timd from which they will be paid. 
The difference between governmental iimd assets and liabilities is reported as timd balance, The following 
are the District's major governmental funds: 

Major Governmental Funds 

General Fund The General Fund accounts for all financial resources except those required to be accounted 
for in another timd. The General Fund balance is available to the District for any purpos~ provided it is 
expended or transferred according to the general laws of California. 

Special Reserve Fund for Other than Capital Outlay The Special Reserve Fund for Other than Capital 
Outlay is used to provide for the accumulation of General Fund monies for general operating purposes. 
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EVERGREEN SCHOOL. DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Building Fund The Building exists primarily to accotmt separately for proceeds from sale ofbonds and 
acquisition of major governmental capital facilities and buildings. 

County School Facilities Fµnd The County School Facilities Fund is used primarily to acco1D1t separately · 
for State apportionments provided for conslruction and reconstruction of school facilities (Education Coi;Ie 
Sections 17010.10-17076.10). 

Other Non-Major Governmental Funds 

Special Revenue Funds The Special Revenue Funds are used to accotmt for the proceeds of specific 
~ue sources that are legally restricted to expenditures for specific purposes. The district maintains the 
following special revenue funds: 

Cafeteria Fund/Account The Cafeteria Fund/Account is used to account for the financial 
transactions related to the food service operations of the District. · 

Deferred Maintenance Fund The Deferred Maintenance Fund is used for the purpose of major 
repair or replacement of District property. 

Debt Service Funds The Debt Service Funds are used to account for the accmnulation of resources for, 
and the payment of; general long-term debt principal, int-etest, and related costs. The District maintains 
the following debt service funds: 

Bond Interest and Redemption Fund The Bond Interest and Redemption Fund is used tQ acco1D1t 
for the accumulation. of resources for, and the repayment of, district bonds, intclest, l!lld. related costs. 

Mello Roos Debt Service Fund The Mello Roos Debt Service Fund is used to account for the 
interest and redemption of principal of debt. 

Capital Projects Funds The Cap_ital Projects Funds are used to account for the acquisition and/or 
construction of all major governmental general fixed assets. The District maintains the following capital 
projects funds: 

Capital FacWties Fund The Qipital Facilities Fund is used to account for resources received from 
developer impact fees IISSe$cd under p,ovisions of the California Environmental Quality Act 
(CEQA). · 

Special Reserve Fund The Special Reserve Fund is used to account for funds set aside for Board 
designated construction projects. 

Fiduciary Funds Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary 
fund category has only agency funds. - . 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 .. 

Basis of Accounthag- Measurement Focus 

Government-Wide Finall.cial Statements The government-wide statenients are prepared using the 
economic resources measurement focus and the accrual basis of accounting. which diff~ from the manner in 
which govemmcntal fimd financial statements are prepared. 

The government-wide Statlllllent of Activities presents a comparison between expenses, both direct and 
indirect, and program revenues for each governmental function. Direct expenses are those that~ 
specifically associated with a service, program, or department and are therefore clearly identifiable to a 
particula.r function. The District does not allocate indirect expenses to functions in the Statement of 
Activities. Program revenues include charges paid by the recipients of the goods or services offered by the 
progi:;ims and grants and contnliutions that are restricted to meeting the operational or capital requirements of 
a particula.r program. Revep.ues that are not classified as program revenues are presented as general revenues. 
The comparison of program revenues and expenses identifies the extent to which each function is self. 
financing or draws from the general revenues of the District 

~et assets should be reported as restricted when constraints placed on net asset_ use are either externally 
unposed by creditors (such as through debt cov~ts), grantors, contn'butors, or laws or n:gulations of other 
governments or imposed by law through constitutional provisions or enabling legislation. 

Fund FinancJal Stateme11ts Fund financial statements report detailed information about the District. The 
foe~ of go~emmental ~d financial statements is on !118jor funds rather than reporting funds by type. Each 
maJor fund 1s presented m. a separate column. NonmaJor funds are aggregated and presented in a single 
column. 

Govern.mental Fllllds All governmental funds are accounted for using a flow of current financial 
resources meai;urement focus and the modified accrual basis of accotmting. With this measurement 
focus, only current assets and current liabilities generally are included on the balance sheet. The 
statement of revenues, expenditures, and changes in fund balance reports on the sources (revenues and 
other financing sources) and uses (expenditures and other financing uses) of current financial resources. 
This approach differs from the manner in which the governmental activities of the government-wide 
statements are prepared. Governmental fund financial statements therefore include reconciliations with 
brief explanations to better identify the n:lationship between the government-wide statements prepared on 
the accnud basis of accounting, using the economic resources measurement~ and the statements for 
the governmental funds prepared on a mod~ed accrual basis. of accounting using the current financial 
rell?urces measurement focus. Under this basis, revenues are recognized in the accounting period in 
which they become measurable and available. Expenditures are recognized in the accounting period in 
which the fund liability is incurred, if ~urable. 

Fiduciary Funds Fiduciary funds are accounted for using the flow of economic resources measurement 
focus and the accrual basis of accounting. 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Revenues - Exchange and Non-Exchange Transactions Revenue resulting from exchange transactions, in 
which each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal y~ in which the . . 
resources are measurable and become available. Available means 1hat the resources will be collected within 
the current fiscal year or arc expected to be collected soon enough thereafter to be used to pay liabilities of the 
current fiscal year. for the District, available means expected to be received within 90 days of fiscal ycar
end. 

Non-exchange transactions, in which the District receives value without directly giving equal value in return, 
include property taxes, certain grants, entitlements, and donations. Revenue from property taxes is 
recognized in the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and 
donations is recognized in the fiscal year in which all eligt"bility requirements have been satisfied. Eligibilizy 
requirements include time and purpose requirements. On a modified accrual basis, revenue from non
cxchange transactions must also be available before it can be recogniz.ed. 

Under the modified accrual basis, the following revenue sources are considered to be both measurable and 
available at fiscal year-end: State aPPQrtiorunents, interest, certain grants, and other local soun:es. 

Deferred Revenue Deferred revenue arises when potential revenue does not meet both the "measurable" and 
ff available" criteria for recognition in the current period or when resources are received by the District prior to 
the incmrence of qualifying expenditures. Jn subsequent periods, when both revenue recognitiQn criteria are 
met, or when the District has a legal claim to the resources, the liability for deferred revenue is removed from 
the combined balance sheet and revenue is recognized. 

Certain grants received before the eligibility requirements are met are recorded as deferred. revenue. On the 
governmental fund financial statements, receivables that will not be collected within the available period are. 
also recorded as deferred revenue. 

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the time they are 
incurred. The measurement focus of governmental fund accounting is on decreases in net financial resources 
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which 
the related fund liability is incurred, if measurable. The fair value of donated commodities used during the 
year is reported in the operating statement as an expense with a like amount reported as donated commodities 
revenue. Unused donated commoditie.• are reported as part of stores inventory. Principal and interest on 
general long-term debt, which has n<~t matured, are recognized when paid in the govenunental funds. 
Allocations of costs, such as depreciation and amortization, are not recogniz.ed in the governmental funds. 

Casll and Cash Equivalents 

The .District's cash and cash equivalenm arc considered to be cash on hand, demand deposits, and short-tcnn 
investments with original maturities of three months or less from the date of acquisition 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Investments 

Investments held at lune 30, 2003, with origiual maturities greater than one year are stated at fair value. Fair 
value is estimated based on quoted marlcet prices at year-end. All investments not required to~ reported at 
fair value are stated at cost or amortiz.ed cost. Fair values of investments in state investment poo.ls are 
determined by the program sponsor. 

Restricted Assets 

Restricted assets arise when restrictions on their use change the normal understanding of the availabilizy of 
the asset. Such constraints arc either imposed by creditors, contributors, $I'Wltors, or laws of other 
govctmllents or imposed by enabling legislation. 

Prepaid Expenditures 

Prepaid expenditures represent amounts paid in advance of receiving goods or services. The District has !he 
option of reporting an expendi~ in governmental funds for ~d items either when ~urehas~ or during 
the benefiting period. The District has chosen to report the expenditures over the benefiting penod. 

Stores Inventory 

Inventories consist of expendable food and supplies held for consumption and unused donated commodities. 
Inventories are stated at cost, on the weighted average basis. The costs of inventory items are recorded as 
expenditures in the governmental type funds and expenses in the proprietary type funds when used. 

Capltal Assets and Depreciation 

The accounting and reporting treatment applied to the capital assets associat_ed ~th a fund are de~~ by 
its measurement focus. General capital assets are long-lived assets of the District as a whole. The District 
maintains a capitalization threshold of $5,000. The District does not possess any inftastructure . 
Improvements are capitalized. The costs of nonnal maintenance and repairs that do not add to the value of 
the asset or materially extend an asset's life are not capita&ed, but are expensed as incurred. 

When purchased, such assets are recorded as expenditures in the governmental funds. In the government
wide statements of net assets and activities, such amounts are capitalized. and their cost is amortized to 
operations over their useful lives by an annual depreciation expense charge. The valuation basis for capital 
assets is historical cost, or where historical cost is not available, estimated historical cost based on 
replacement cost. 

Depreciation of capital assets is computed using the straight-line method. Estimated useful lives of the 
various classes of depreciable capital ~ts are as follows: buildings, 20 to 50 years; 
improvementsfmfrastructure, S to SO yelll"S; ~~ipment, 2. to 15 years. 

lnterfund. Balances 

On fund financial statemenm, receivables and pa}'l!bles resulting from short-term interfund loans are classified 
as "interfund receivables/payables." These amounts are eliminated in statement of net assets. 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Compensated Absences 

Accumulated unpaid employee vacation benefits ar.e accrued as a liability as the benefits are eam,c:d. The 
entire compensated absence liability is reported as a CIIIl'ellt liability in the government-wide statement of net 
assets. For govermnental funds, the CUJTeDt portion of unpaid compensated absences is the amo1D1t that is 
nonnally expected to be paid using expendable a'\'3ilable financial.resources. These amo1U1ts are recorded in 
the accounts payable in the fund from which the employees who have acc:umulated leave are paid. 

Sick leave is accumulated without limit for each employee at the rate of one day for eac:h month worked. 
Leave with pay is provided when employees are absent for health reasons; however, the. employees do not 
gain a vested right to accumulated sick leave. Employees are never paid for any sick leave balance at 
termination of employment or any other time. Therefore, the va)w:, of accumulated sick leave is not 
recognized as a liability in the District's financial statements. However, credit for wiused sick leave is 
applicable to all classified employees subject to a collective bargaining agreement who retire after January ·1, 
1999. At retirement, each classified employee wtll receive .004 year of service credit for each day of unused 
sick leave. 

Accrued Liabilities and Long-Term Obligations 

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial 
statements. 

In general, governJl1.ental fund payables and accrued liabilities. that, once inc:urred, are paid i.n a timely manner 
from current financial resources, are reported as obligations of the funds. 

However, claims and judgments, c:ompensated absences, special tennination benefits, and contractually 
required pension contributions that will be paid from governmental funds are reported as a liability in the fund 
financial statements only to the extent that they are due for payment during the current year. Long-term 
obligations are not recognized as liabilities in governmental funds but are disclosed in the notes to financial 
statements. Debt service expenditures, including principal and interest, from bonds, capital leases or 11ther 
long-term loans, are recognized as expenditures in the governmental fund financial statements when paid. 

Fund Balance Reserves and Designations 

The District reserves those portions of fund equity which are legally segregated for a specific future use or 
which do not represet1.t available expendable reso~ and therefore are not available for appropriation or 
expenditure. Unreserved fund balance indicates that portion of fund equity which is available for 
appropriation in future periods. Fwid equity reserves have been established for revolving cash accounts, 
stores inventories, prepaid expenditures and .legally restricted grants and entitlements. 

Designations of fund balances consist of that portion of the fund balance that has been set aside by the 
governing board to provide for specific p.urposes or uses. Fund equity designations have been established for 
economic wicertainties and other ,purposes. 
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EVERGREEN SCHOOL DISTRICT 

NOn:S TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Net Assets 

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of 
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of 
any borrowings used for the acquisition, construction or improvement of those assets. Net assets are reported 
as restricted when there are limitations imposed on their use either through the enabling legislation adopted by 
the District or through external restrictions imposed by creditors, grantors, or laws or rcgu)ations of other 
governments. The District applies restricted resources when an expense is incurred for purposes for which 
both restricted and unrestricted net assets are available . 

lnte~d Activity 

Tnmsfers between governmental and business-type activities, if applicable, on the government-wide 
statements are reported in the same ~er as general revenues. 

:Exchange transactions between funds are repQrted as revenues in the seller funds and as expenditures/ 
expenses in the purchaser funds. Flows of cash or goods from one fund to another without a requirement for 
repayment are reported as interfund transfet:s. Interfiu!.d transfers are reported as other financing sources/uses 
in governmental funds and after non-operating mvenues/expenses in proprietary funds. Repayments from 
funds responstl>le for particular expenditures/expenses to the funds that initially paid for them are not 
presented on the finaneial statements. 

Estimates 

The preparation of the financial staumi.ents in conformity with accounting principles generally accepted in the 
United States of Am~a n:quires management to make estimates and assumptions that affect the amoUDts 
reported in the financi;d statements and accompanying notes. Actus,l results may differ from those estimates. 

Budgetary Data 

TJ].e budgetary process is prescn'beifby provisions of the California Education Code and requires the 
governing board to hold a public hearing and adopt an operating budget no later than July I of each year. The 
District governing board satisfied these requirements. The adopted ~udget is subject to amendment · 
throu~ut the year to give consideration to unanticipated revenue and expenditures primarily resulting from 
events unknown at the time of budget a~option, with the legal restriction that expenditures cannot exceed· 
appropriations by major object account 

The amo1U1ts reported as the original budgeted amounts in the budgetaty statements reflect the amounts when 
the original appropriations were adopted. The amounts reported as the final budgeted amounts in the · 
budgetaty statements reflect the amounts after all budget amendments have been accounted for. 
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EVERGREENSCHOOLDISTRICf 

NOTES TO FINANCIAL STATEMENfS . 
JUNE 30, 2003 

Property Tax 

Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are payable in two 
installments on November 1 and February 1 and become delinquent on December 10 and April 10, 
respectively. Unsecured property taxes are payable in one installment on or before August 31. The County of 
Santa Clara bills and collects the taxes on behalf of the District. Local property tax revenues are recorded 
when received. 

NOTE 2-CHANGES IN ACCOUNTING PRINCIPLES 

For the fiscal year ended June 30, 2003, the District has implemented Governmental AccoWlting S~dards Board. 
(GASB) Statement No. 34, "Basic Financial Statements- and Management's Discussion and Analysis - for State 
and Local Governments," GASB Statement No. 36, "Receipt Reporting for Certain Shared Nonexchange 
Revenues", GASB Statement No. 37, "Basic Financial Statements for State and Local GoYm1II1ents: Omnibus", 
and GASB Statement No. 38, "Certain Financial Statement Note Disclosures", and GASB Statement No. 41, 
"Budgetary Comparison Schedules - Perspective Difference", As a result, the financial statements for the first 
time include I) a Management Discussion and Analysis (MD&A) section providing an analysis of the District's 
overall financial position and results of operations, 2) financial statements prepared using full accrual accounting 
for all of the District's activities, and 3) a change in the fund financial statements to focus on the major funds. 
These and other changes are reflected in the accompanying financial statements, including notes tc;, financial 
statements. 

NOTE 3-DEPOSITS AND INVESTMENTS 

Policies and Practices 

The District is considered to be an involuntary participant in an external investment pool since the District is 
required to deposit all receipts and collections of monies with their county treasurer (Education Code Section 
41001). In addition, the District is authorized to maintain deposits with certain financial institutions that are 
federally insured up to $100,000. 

The District is also authorized to make direct investments in local agency bonds, notes, or warrants within the 
state; U.S. Treasury instruments; registered State wammts or treasury notes; securities of the U.S. 
Government, or its agencies; bankers acceptances; commercial paper, certificates of deposit placed with 
commercial banks and/or savings and loan companies; repurchase or reverse repurchase a~ents; medium 
tenn corporate notes; shares of beneficial interest issued by diversified management companies, certificates of 
participation, obligations with first priority security; and collateralized mortgage obligations. 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cash 

Cash at June 30, 2003, is presented below and categorized separately to give an indicatio.n of the level of risk 
assessment with each deposit: 

Cash on hand and in banks 
Cash in revolving fund 
Cash with fiscal agent 

Total 

Cash on hand and in banks 
Cash in revolving fund 
Cash with fiscal agent 
Cash awaiting deposit 

*These categories are as follows: 

$ 

$ 

1 
166,386 
33,614 

200,000 

Bank Balance· CateS!!!I • 
2 3 

$ $ 252,477 

$ 
671,655 
671,635 $ 252,477 

Governmental Fiduciazy 
Canying Canying 
Amount Amount 

$ 254,043 $ 142,356 
15,100 

671,655 
71,493 

$ l,012,291 $ 142,356 

Total 
$ 418,863 

33,614 
671,655 

$ 1,124,132 

Total 
$ 396,399 

15,100 
671,655 
71,493 

$ 1,154,647 

Category 1: II!sured or collateralized with securities held by the District or by its agent in the District's name. 

Category 2 Collateralized with securities held by the pledging financial institution's trust department or agent 
in the District's name. 

Category 3: Uncollateralized. This includes any bank balance that is collateralized with securities held by the 
pledging financial institution, or by its trust department or agent but not in the District's name. 

Investments 

Deposits with the Collllty Treasury and investments in the State Treasurer's Investment Pool ue not 
categorized because they do not represent securities, which exist in physical or book entry form. The deposits 
with county treasury are valued using the amortized cost method (which approximates fair value). The fair 
values were provided by the county. 

The investments at June 30, 2003 had reported and fair values and were categorized as follows: 

Reported in 
Governmental Fair 

FWlds Value 
Uncategorized: 

Deposits with county treasurer $ 68,647,498 $ 68,814,998 
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EVERGREEN SCHOOL DISTRICT 

NO'fES TO FINANCIAL STATEMENTS 
JUNE. 30, 2003 

NOTE 4-RECEIV ABLES 

Receivables at June 30, 2003, consist of the following: 

Special 
ResetVC 

Other .than County School 

General Capital Building Facilities Nonmajor Total Agency 
Federal Government 

Categorical aid 
statc·Govemment 

Apportionment 
Categorical aid 
Lottery . 
Other state 

Local Govemmen~ 

$ 733,556 $ 

573,964 
995,217 
707,422 

- $ - s - $193,404 $ 926,960 $ 

573,964 
995,217 
707,422 

11,931 11,931 

Interest 58,261 37,285 43,400 139,650 35,797 314,393 

Other Local Sources ""::".:0:9:-:8;9,~53::':5:--=:-:::-=- ·-,:,,::-:-::-:--:,---:-::-=-=- ...,,.,,;.;~.;.- .~i.;.,;;~:;-. ·~~:::.::... 
Total $4,057,955 $37,285 $43,400 S 139,650 

57,770 1,047,305 74,180 
$298,902 $4,577,192 $74,180 

NOTE 5- CAPITAL ASSETS 

Capital asset activity for the fiscal ~ar ended June 3.0, 2003, was as follows: 

Balance :Balance 
.June 30, 2002 Additions Jwie 30, 2003 

Governmental Activities 
Capital Assets not being depreciated: 

Land $ 21,745,913 $ $ 21,745,913 
Capital Assets being depreciated: 

Buildings and Improvements 82,641,809 18,165,078 100,806,887 
Furniture and Equipment 3,612,577 10,713 3,623,290 

Total Capital Assets be.ing depreciated 86,254,386 18,175,791 104,430,177 
Total Capital Assets 108,000,299 18,175,791 126,176.090 

Less Accumulated Depreciation: 
Buildings and hnprovements 20,830,582 3~80,773 24,411,355 
Furniture and Equipment 920,950 242,920 1,163,870 

Total Accumulated Depreciation 21,751,532 3,823,693 25,575,225 
Governmental Activities Capital 

14.352,098 -Assets.Net $ 86,248,767 $ $- 100,600,865 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENfS 
JUNE 30, 2003 

NOTE6- JNTERFtlND TRANSACI'IQNS 

Interi'.1Uld aec~v.ables/Payables (Que To/Due From) 

The balance of.$86,704 d11e to the General Fund from the Non-major Governmental Fund resulted from 
reimbursable expenditures for interfbnd goods and. services pro~~ · 

Operating Transfers 

Jnterfund transfers for the year ended J1U1e 30, 2003, .colll!isted of the following: 

Transfer from 

-=--e-~~~...,,..:Tl~rans==fer:::..:T~o~~--~---·--~G~en~era:!!.l~ Building T01al 
Special Reserve - Other $ 3,600,000 $ $ 3,600,000 
Nonmajor governmental 101905,352 10,905,352 

Total $ 3,600,000 $ 10,905,352 $ 14,505,352 

The Special Reserve Other than Capital F11IId transferred to the General Fund 
to cove~ the deficit., 
The Capital Facilitie.s .Fund transfened to Building Fwid to cover cost of construction. 

Total 

Equity Traosfers 

The Special Reserve-Capital Fwid tr.!nSferred to Special Resetve-Other than Capital 
.Fund to i:lose. Special Reserve-Capital Fund. 

NOTE7-ACCOUNTSPAYABLE 

Accounts payable at June 30, 2003, consisted of the following: 

Building Nonmajor 
General Fwid Governmental 

Vendor payables $ 2,219,873 $ 2,6~1.361 s 19,988 
State apportionment 117,458 
Salaries and benefits 280,891 

Total $ 2,618,222 . $ 2,661,361 s 19,988 

$ 3,600,000 
10,905,352 

$ 14,505,352 

$ 9,299,386 

Total 
$4,901,222 

117,458 
280!891 

$5,299,571 
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EVERGREEN SCHOOL DISTRICT 

NOTES.TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 8- DEFERRED REVENUE 

Deferred revenue at June 30, 2003, consists of the following: 

Federal financial assistance 
State categorical aid 
Other local 

Total 

NOTE9-LONG-TERMLIABll,ITIES 

Long-Term Debt Summary 

General 
$ 474,710 

937,318 
113,576 

$ 1,525,604 

Nonmajor 
Governmental 
s 

26,712 
$ 26,712 

The change~ in the Distjcfs long-term obligations during .the year consisted of the following: 

Balance Balance 
July l, 2002 Additions Dedui;tions June 301 2003 

General obligation bonds $75,704,099 S 15,654,888 $16,168,lj)5 $75,190,882 
Postemploymcnt benefits 139,112 139,112 
Capital leases 114,626 114,626 
Mello Roos Bonds 6,760,000 305,000 6,455,000 

$82,717,837 $ 15,654,888 $16,726,843 $81,645,882 
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Total 
$ 474,710 

937,318 
140,288 

$ 1,552,316 

Due in 
One Year 

$2,200,000 

320,000 
$2,520,000 

EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Bonded Debt 

The outstanding general obligation bonded debt is as follows: 

Issue Maturity 
Date Date 
1993 . 9/1/17 
1993 9/1/08 
1996 9/1/15 
1997 9/1/21 
1998 9/1/22 
1998 9/1/22 
1999 9/1/23 
2000 9/1/25 
2000 9/1/13 
2003 9/1/21 

Interest 
Rate 

4.7-7.0% 
5.479% 
3.9-5.5% 
5.0-8.0% 

4.15-7.125% 
4.15-7.125% 
4.0%-6.0% 

5.702% 
5.322% 

2.04.?"A, 

Bonds 
Original Outstanding 

Issue July l, 2002 Issued Redeemed 
$3,000,000 S 2,455,000 $ - $ 2,455,000 

1,999,624 3,164,068 174,037 3,338,105 

Bonds 
Outstanding 

June 30, 2003 
s 

14,075,000 10,575,000 675,000 9,900,000 
10,000,000 8,630,000 8,475,000 155,000 
6,000,000 4,965,000 180,000 4,785,000 
4,000,000 3,165,000 80,000 3,085,000 

15,000,000 14,675,000 265,000 14,410,000 
26,000,000 25,875,000 700,000 25,175,000 

1,999,701 2,200,031 180,851 2,380,882 

15,300,000 -=::,:-,::,,..,..,,=,-· ....,,..;;.15"",3:,.:00~,~oo;.;o'-_....,..,....,...,,__~....,...;1:.;5!::;;3.:;;oo~,o:.::o.::....o 
$75,704,099 $15,654,888 $16,168,105 $75,190,882 

Debt Service Requirements to Maturity 

The bonds !llature thruugh 2028 as follo.ws: 

Interest to 
Fiscal Year Principal Maturi!! Total 

2004 $ 2,200,000 $ 4;039,706. $ 6,239,706 
2005 2,000,000 3,735,706 5,735,706 
2006 2,605,000 3,405,589 6,010,589 
2007 2,695,000 3,282,371 5,977,371 
2008 2,800,000 3,158,647 5,958,647 

2009-2013 13,559,701 15,515,554 29,075,255 
2014-2018 17,860,000 10,512,662 28,372,662 
2019-2023 22,945,000 5,406,201 28,351,201 
2024-2028 8,145,000 423,807 8,568,807 

Total $74,809,701 $49,480,243 $ 124,289,944 
Accretion To Date 381,181 
Grant Total $75,190,882 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS. 
JUNE 30, 2003 

Mello-Roos Special Tu Bonds 

The Bondi! mature through 2011, as follows: 

Fiscal Year 
2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 

Total 

NOTElO-FUNDBALANCES 

Principal 
$ 320,000 

330,000 
345,000 
360,000 
370,000 

2,105,000 
2,625,000 

$ 6,455,000 

Interest to 
Maturity 

$ 276,262 
263,587 
250,252 
236,152 
221,552 
855,769 
322,203 

$ 2,425,777 

Total 
$ 596,262 

593,587 
595,252 
596,152 
591,552 

2,960,769 
2,947,203 

s s,880,m 

Fund balances are with reservations/desig!]ations composed of the following elements: 

Special 
Reserve County 

Non-Capital BµildiDg School Nomnajor 
General Fund Fund Facilities Govemmenfal Tofal 

Reserved 
Revolving cash $ 15,000 $ $ $ $ 100 $ 15,lOO 

Stores inventory 43,235. 96,843 140,078 

Prepaid expenditures 22,924 22,924 

Restricted programs 2~77,891 2,377,891 

Tofal Reserved 2,459,050 96,943 2,555,993 
Unreserved 

Designated 
Economic uncertainties 2,500,000 832,320 3,332,320 
Other designation 831,801 9,392,343 6,205,470 32,711,022 4,609,041 53,749,o/7 

Total Designated 3,331,801 9,392,343 6,205,470 32,7ll,022 S,441,361 57,081,997 
Undesiguated 2,178,462 5,731,644 7,910,106 

Tofal Unreserved 5,5101263 9,392,343 6,205,470 32,711,022 11,173,005 64,992,103 
Total $ 7,969,3]3 $ 9,392,343 $6,205,470 $32,711,022 $11,269,948 $ol,548,096 

28 

EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 11-POSTEMI'LOYMENT BENEFITS 

The District has in place an early retirement program whereby an employee who has given fifteen years of full 
time service is eligible to retire and receive postemployment health insurance benefits. paid by the District until 
attainment of age 65. This program is not the same as the Early Retirement Incentive Program p~t to 
Education Code 22714 and 44!129 whereby the service credit to eligi'ble employee is increased 1:,y two years. A 
total of75 employees were enrolled in this program at June 30, 2003. The outstanding benefit portion totaled 
$2,340,244 at June 30, 2003. This amount was calculated based on the number of retirees receiving benefits 
multiplied by the yearly ~t.amount in effect at June 30, 2003. 

NOTE 12 • RISK MANAGEMENT 

Property and LiahWty 

The District is exposed to various risks ofloss related to torts; theft o~ damage to, and destruction of assets; 
errors and omissions; injuri" to employees and natmal disasters. During flSCal year ending June 30, 2003, 
the District contracted with South Bay Area Schools Jnsutance Authority for property and liability insurance 
coverage. Settled claims hB,ve not exceeded this commercial coverage in any of the past three years. There 
has not been a significant reduction in coverage from the prior year. 

Workers' Compensation 

For fiscal year 2003, the District participated in the Santa Clam County Schools Insurance Group .ij>A, an 
insurance purchasing pool. The Intent of the Santa Clam County Schools Insurance Group JP A is to achieve 
the benefit of a reduced premium for the District by virtue of its grouping and representation with other 
participants in the Santa Clara County Schools Insurance Group JPA. The workers' compensation experience 
of the participating districts is calculated as one experience an.d a common premium rate is applied to all 
districts in the Santa Clara County Schools Insurance Group lP A. Each participant pays its workers ' 
compensation premium based on its individual rate. A participant will then either receive money from or be 
requlred to contribute to the "equity-pooling fund.• This "equity pooling" ammgement insures that each 
participant shares equally in the overall performance of the Santa Clara County Schools Insurance Group 
JP A. Participation in the Santa Clara County Schools Insurance Group JP A is limited to districts that can 
meet the Santa Clara County Schools Insurance Group JPA selection criteria. The firm of Keenan.& 
Associates provides administrative, cost control, and actuarial services to the GRP. 

Coverage provided by SBASIA and SCCSQG for property and liability and workei:s' compen$81ion is as 
follows: 

Insurance Program I Company Name 

Workers' Compensation Program 
Santa Clara County Schools Insurance Group 
School Excess Liability Fund 
South Bay Area Schools lnS)II1lllce Authority 
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Type of Coverage 

Workers' Compensation 
Excess Workers' Compensation 

Property and Liability 

Limits 

State Statutoiy Limit 
$ 14,000,000 
Limits set by JP A 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Employee Medical Benefits 

The District has contracted with the Kaiser and Union Labor Life to provide employee medical and surgical 
benefits. The rates are set through an annual calculation process. · 

NOTE 13 -EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple-employer contributory retirement plans maintained by agencies 
ofthe. State of California. Certificated employees are members of the State Teachers' Retirement System (STRS) 
and classified employees are members of the Public Employees' Retirement System (PERS). 

STRS 

Plan Description 

The District c~ntributes to the California State Teachers' Retirement System (STRS); a cost-sharing multiple
emp~oyer p~hc employee re:n:ement system defined benefit pension plan administered by STRS. The plan 
proV1des retirement and disab1bty benefits and survivor benefits to beneficiaries. Benefit provisions are 
c;stablished by State statutes, as legislatively amended, within the Slate Teachers' Retirement Law. STRS 
issues a separate comprehensive annual financial report that includes financial statements and required 
supplementary information. Copies of the STRS annual financial report may be obtained from STRS, 
7667 Folsom Blvd., Sacramento, CA 95826. 

Funding Polley 

Active plan me~ are requiri;<! to contn1mte 8.0 percent of their salary and the District is required to 
contn'bute an actuarially detemuncd ~te. The actuarial methods and assumptions used for determining the 
rate are those adopted by STRS Teachers' Retirement Board. The re(luired employer contribution rate for 
tiscal year 2002-2003 was 8.25 percent of annual payroll. 11lC contnoution requirements of the plan members 
are established by State statute. 11lC District's contn'butions to STRS tor the fiscal years ending 
June 30, 2003, 2~, and 2001, were $3,579,602, $3,339,401, and $3,210,323, respectively, and equal 100 
percent of the required contn'butions for each year. 

PERS 

Plan Description 

The District contributes to the School Employer Pool under the California Public Employees' Retirement 
System (CalPERS); a cost-sharing multiple-employer public employee retirement system defined benefit 
~on ~lan administered by Ca!PER.S. The plan provides retirement and disability benefits, annual cost-of
livmg adJustments, and death benefits to plan members and beneficiaries. Benefit provisions are established 
by State statutes, as legislatively amended, within the Public Employees' RetnmnentLaws. Ca!PERS issues a 
~arate ~mpreh~sive annual financial report that includes financial statements and required supplementazy 
information. Copies of the CalPERS' annual financial report may be obtained from the Ca!PER.S Executive 
Office, 400 P Street, Sacramento, CA 95814. 
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Funding Policy 

Active plan members are required to contribute 7.0 pcrocnt of their salary and the District is required to 
con1n1>ute an actuarially determined rate. The actuarial methods and assumptions used tor detemlining the 
rate are those adopted by the Ca!PERS Board of Administration. The required employer contn'bution rate for 
fiscal year 2002-2003 was 2.894 percent of annual payroll (decreasing to 2.771 percent of pay under a special 
funding situation effective with the February 2003 payroll period due to the State's direct reimbursement to 
Ca!PERS of the cost for certain legislated benefit increases in the plan). The contnoution requirements of the 
plan members are established by State statute. The District's contn'butions to CalPER.S, including both 
employee and employer amounts, for the fiscal years ending June 30, 2003, 2002, and 2001, were $881,570, 
$591,309, and $534,235, respectively, and equal 100 percent of the required contn1>utions for each year. 

Other Information 

Under STRS law, certain early retirement incentives require the employer to pay the present value of the 
additional benefit which I!l&Y be paid on either a current or deferred basis. Tlie District has no obligations to 
STRS. 

Tu: Deferred A,nnuity/Soc;ial Securi!;y 

AB established by Federal law, all public sector employees who are not members of their employer's.existing 
retirement system (STRS or PERS) must be .covered by social security or an alternative plan. The District has 
elected to use the Tax deferred Annuity (IDA} as its alternative plan. Contributions made by the District and 
an employee vest immediately. The District contn'butes 6.2 percent of an employee's gross earnings. An 
employee is required to contribute 6.2 percent of his or her gross earnings to the pension plan. 

On Behalf Payments 

The State of California makes contributions to STRS and PERS on behalf of the District. These payments 
co~t of State General Fund contributions to STRS in the amount of$1,965,607 (4.475 percent of salaries 
subJect to STRS) and$ 8,903 (.092 percent of salaries subject to PERS). Under accounting principles 
generally accepted in the United States of America, these amounts are to be reported as revenues and 
expenditures, however, guidance received from the California Department of Education advises local 
educational agencies not to record these amounts in the Annual Financial and Budget Report. These amounts 
also have not been recorded in these financial statements. 
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EVERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 14- COMMITMENTS AND CONTINGENCIES 

Grants 

The District received financial assislllnce from Federal and State agencies in the fonn of grants. The 
disbursement of funds received W1der these programs generally requires compliance with tenns and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed 
claims resulting from such audits could become a liability of the general fund or other applicable funds. 
However, in the opinion of management, any such disallowed claims will not have a material adverse effect 
on the overall financial position of the District at June 30, 2003. 

Litigation 

The District is involved in various litigation arising from the. nonnal course of business. In the opinion of 
management and legal. counsel, the disposition of all litigation pending is not expected to have a material 
adverse effect on the overall financial position of the District at June 30, 20{!3. 

Construction Commitments 

As of June 30, 2003, the District bad the following commitments with respect to the unfinished capital 
projects: 

CAPITAL PROJECT 
Modernization at various sites 

Remaining 
Q:mstroction 
Commibnent 
$ 10,171,038 

Expected 
Date of 

Completion 
04-05 fiscal year 

NOTE 15 • PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWER 
AUTHORITIES . 

The District is a member of the South Bay Areas School Insurance Authority (SBASIA), the Santa Clara County 
School Jnsurance Group (SCCSIG), and East Valley Transportation Agency (EV'I). The District pays an annual 
premium to SBASIA and SCCSIG for its health, workers' compensation, and property liability coverage. The 
relationships between the District, the pools, and the JP A's are such that they are not component units of the 
District for financial reporting purposes. 
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None of the JP A's had long-term debll! outstanding at June 30, 2002. The District's share of year-end assets, 
liabili)ies, or fund equity has not been calcJilated. 

A. Entity SBASIA SCCSIG EVT 
B. Condensed Audited Fmanelal Information Follows 

Assets 
Liabilities 

Fund Equity 
Revenues 
Expenses 

Net Increase (Decrease) in Fund Equity 

C. Payments for the Cui:rent Year 

NO'l'E 16- DEFEASED DEBT 

June30,2002 June30,2002 June30,2002 
$ 4,810,2n $ 22,002,395 $ 604,858 . 

(1,751,671) _,...~(.;,9•:,::35;,.:,l..:;,3.:;:69;;..2 _____ 33;.;.S~,8;:;;.34.;.... 
S 3,058,601 $ 12,651,026 $ 269,024. 

1,326,357 20,818,065 3,182,730 

$ 
(1,218,075) (22,865,293) -=-""""""'(3.:,;,1..;;;;82;,.;.,73.;;;.;0;;..) 

108,282 $ (2,047,228) =$=====-==== 

$ 274,145 $ 949,838 =$-====67=7=,1=22== 

In January 2003, the District advanced refunded $14,098, 1 OS in outstanding general obligation bonds plus 
accrued interest, originally issued in 1993 and 1997. The District issued $15,300,000 in new bonds with an 
average interest rate of three percent to defease the old debt 

As a result of the refunding, the District reduced its total debt servjce requirements by $1,025, 726, which resulted 
in an economic gain (difference between the present value of the debt service payments on the old and new debt) 
of$890,~10. 

NOTE 17 -SUBSEQUENT EVENT 

District issued Sl0,000,000 of Tax and Revenue Anticipation Notes dated July I, 7003, The notes mature on June 
30, 2004, and yield 1.75 percent interest. The notes were sold to supplement cash flow. 

District issued $13,000,000 of General Obligation Bonds, (Election of 1997)series D, in September, 2003. the 
bonds mature in September 2019, and yield 2.25-4.S percent interest. 
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~VERGREEN SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NO'J;'E 18-DEFERBED STATE APPORTIONMENTS 

As part of the plan to. address the budget crisis facing the State of Califomia, Senate Bill (SB)Xl 18 (the Bill) was 
signed into law during the year ended June 30, 2003. The provisions of the Bill significantly altered funding for 
California local educational agencies (LEAs). The Bill, among other things, shifted the appropriation for the 
payment of the June 2003 principal apportionment for the general and adult funds into the 2003-04 fiscal year. 
The Bill allowed LEAs to recognize for budgetary and financial reporting purposes any amount of state 
appropriations deferred from the current fiscal year and appropriated from the subsequent fiscal year for payment 
of current year costs as a receivable in the cwrent year. In addition, Assembly Bill 2781 deferred the 2002-03 
appropriations for the Home to School Transportation, School Improvement, Targeted Instructional Improvement, 
and Supplemental Grant programs into the 2003-04 fiscal year. Exclusion of the apportionments would ha_ve 
resulted in a decrease in receivables,_ revenue and available reserves in the general fund of$986,484. 
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GENERAL AND FINANCIAL INFORMATION 
Introduction 

The Fremont Union High School District (the "District") provides educational services, to residents of 
most of the Cities of Sunnyvale and Cupertino and portions of the Cities of San Jose, Los Altos, Saratoga and 
Santa Clara in Santa Clara County. The District serves a population of approximately 209,349. 

The District operates five high schools (9-12), one alternative school (9-12) and one adult school. 

The District's 2003/04 pupil-teacher ratios are 32.5:1 for grades 9-12. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in alternate slates. The day-to-day operations are managed by a Board-appointed 
Superintendent. Dr. Steve Rowley has served in this capacity since July 2002. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

FREMONT UNION HIGH SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/0l(b) 
2001102<b) 
2002/03(b) 
2003/04(c) 
2004/05<c) 

Average Daily Attendance<•) 

8,632 
8,646 
8,835 
8,857 
8,860 

<•l Includes grades K-12, special education, home and hospital and community education; does not include adult education. 
(bl Audited Financial Statements. 
(c) Estimated - Second Interim Report adopted on March 2, 2004. 
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Labor Relations 

The District employs 480 full-time equivalent certificated and 255 full-time equivalent classified 
employees. There are three formal bargaining organizations that are active in the District. 

FREMONT UNION HIGH SCHOOL DISTRICT 
Labor Relations 

Labor Organization 

California School Employees Association 
Fremont Education Association 
Fremont Management Association 

C•l Negotiations pending. 

Source: The District. 

Investment of District Funds 

Number of Employees 
In Organization 

260 
458 

75 

Contract Expiration Date 

June 30, 2003(a) 
June 19, 2003(a) 

NIA 

Substantially all District operating funds are held by the Santa Clara County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX E-SANTA CLARA COUNTY -COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Because the District's property tax revenue exceed its calculated revenue limit, the District is 
considered a basic aid district. Basic aid districts receive no additional State aid beyond a basic aid entitlement 
of $120 per A.D.A. Under current law, basic aid districts retain all local property tax revenues, and, as a 
result, receive more revenue limit income than is their revenue limit entitlement. The District expects a 0% 
increase in revenues from property taxes in fiscal year 2004/05. See "GENERAL SCHOOL DISTRICT 
INFORMATION- State Funding of Education," "GENERAL SCHOOL DISTRICT INFORMATION 
- Basic Aid Districts" and "- Average Daily Attendance" herein. 
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Fiscal Year 

2000101(•) 
2001/0i•) 
2002103(b) 
2003/04(c) 
2004/05(c) 

(a) Audited Financial Statements. 
(bl Unaudited Financial Statements 
(c) The District. 

FREMONT UNION IDGH SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Tncome Percent of General Fund Revenues 

$48,423,633 
54,155,444 
57,228,847 
56,493,190 
56,449,503 

71.24% 
77.09 
80.16 
82.61 
81.82 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

. For fiscal year 2004/05, the District has separately prepared a preliminary budget and a proposed list 
of budget reductions. The preliminary budget considers revenues at projected levels and the cost of funding 
the current academic program into the 2004/05 fiscal year. The proposed list of budget reductions are in the 
amount of $4,655,000. In the coming weeks, the District will approve the budget reductions or revenue 
enhancements in such amount ( whether from the proposed list or not) and incorporate such adjustments into a 
final budget. 

The District's preliminary budget assumes an increase of sixteen full-time equivalent certificated 
employees and no change in the number of full-time equivalent classified employees for the 2004/05 fiscal 
year. The District assumes a 0% negotiated salary increase for certificated employees, and a 0% negotiated 
salary increase for classified employees for the 2004/05 fiscal year. Based on the preliminary budget, overall 
salaries and benefits are projected to increase by 6.64% in the 2004/05 fiscal year. 

Fiscal Year 

2000/01 (a) 
20011oi<•J 
2002103(b) 
2003/04(c) 
2004/05(c) 

((a) Audited Financial Statements. 
(bJ Unaudited Financial Statement. 
(c) The District. 

FREMONT UNION HIGH SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits Percent of General Fund Expenditures 

$52,843,877 
59,607,966 
59,098,923 
59,286,985 
63,226,254 
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79.87% 
80.43 
83.52 
83.40 
83.67 



Comparative Financial Statements 

The following table summarizes the District's revenues, expenditures and fund balances from fiscal 
year 2000/01 to 2004/05. 

FREMONT UNION HIGH SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Revenues 

Revenue Limit Sources 

State Aid 

Property Taxes 

Federal Revenue 

Other State Revenue 

Other Local Revenue 

Other 

Total Revenues 

Expenditures 

Certificated Salaries 

Classified Salaries 

Employee Benefits 

Books and Supplies 

Services, Other Operating Expenses 

Capital Outlay 

Other Outgo 

Total Expenditures 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 

Interfund Transfers Out I Other Uses 

Total Other Financing Sources/(Uses) 

Planned Budget Adjustments 

Excess of Revenues Over (Under) Expenditures 

Beginning Fund Balance 

Ending Fund Balance 

<•l Audited Financial Statements. 

(bJ Unaudited Financial Statement. 

(cl The District. 

Actuals 
2000/01 (a) 

$ 1,475,675 

46,947,958 

1,753,485 

11,192,385 

3,325,107 

3,275,620 

67,970,230 

32,261,219 

9,693,546 

10,889,112 

2,821,301 

7,081,226 

71,355 

3,346,391 

66,164,150 

1,239,689 

{558,3482 

681,341 

0 

2,487,421 

2,815,939 

$ 5,303,360 

83 

Unaudited 
Actuals Actuals 

2001/02 (a) 2002/03 (b) 

$57,228,847 

$ 1,470,331 

52,685,113 

2,129,403 2,415,071 

7,885,914 5,985,678 

2,681,608 5,760,371 

3,400,327 0 

70,252,696 71,389,968 

35,767,988 35,133,366 

11,274,036 10,763,103 

12,565,942 13,202,454 

3,449,593 2,675,352 

8,599,576 8,436,108 

1,758,215 129,485 

694,833 420,001 

74,110,183 70,759,869 

2,606,937 1,408,859 

{864,653} (550,0852 

1,742,284 858,774 

0 0 

(2,115,203) 1,488,872 

5,303,360 3,233,249 

$ 3,188,157 $ 4,722,121 

Estimated Projected 
Actuals Budget 

2003/04 (c) 2004/05 (c) 

$56,493,190 $56,449,503 

2,441,809 2,482,867 

4,263,286 4,914,384 

5,187,855 5,149,006 

0 0 

68,386,140 68,995,760 

35,242,074 37,221,172 

10,950,381 11,346,762 

13,094,530 14,658,320 

3,204,794 3,315,513 

8,744,361 8,990,599 

33,381 221,899 

(182,3352 {186,421} 

71,087,186 75,567,844 

2,032,797 2,239,866 

(1,178,5862 {762,8122 

854,211 1,477,054 

0 4,655,000 

(1,846,835) (5,095,030) 

4,722,121 2,875,286 

$ 2,875,286 $ 2,435,256 



Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $9,000,000 in tax and revenue 
anticipation notes due June 30, 2004. The notes are general obligations of the District secured and payable 
from general fund revenues received during, or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "FREMONT UNION 
HIGH SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.15 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

FREMONT UNION HIGH SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Cash Balance, July 1, 2004 $ 1,375,285 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 82,019,834 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) (72,175,656) 

Balance $11,219,463 

Note Repayment $ 9,784,208 

NOTE COVERAGE RATIO 1.15 : l 

Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer ofrestricted fund monies, see "THE NOTES-Other District Funds" herein. 
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Special Revenue Funds 
Adult Education 
Child Development 
Deferred Maintenance 
Retiree Benefits 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
County School Facilities 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

(a) Audited Financial Statement. 
(b) The District. 
(c) The District. 

Cash Flows 

FREMONT UNION HIGH SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, June 30, 2004, 
Balance (a) Estimated Balance (b) 

$ 1,154,170 $ 1,452,072 
0 0 

1,436,335 0 
4,268,138 1,355,480 
6,858,643 4,680,663 

7,488,215 

16,103,676 4,857,916 
2,547 56,561 

25117,722 7,546,583 
41,223,945 12,461,060 

$48,082,588 $19,949,275 

June 30, 2005, 
Estimated Balance (c) 

$ 1,895,287 
0 

24,657 
1,159,735 
4,641,302 
7,720,981 

5,335,499 
73,126 

7,644,497 
13,053,122 

$20,774,103 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Fremont Union High School District 
arax and Revenue Anticipation Notes 

EXHIBIT! 
m\CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash • Ill ltB ;JI ;Ji Ji • a, ;18 ;JI ;JS JI • 
Receipts 

Revenue Limit: Property Tax 0 0 0 4,839,580 4,180,689 15,444,448 6,243,025 200,000 4,000,000 15,000,000 3,000,000 2,485,448 ~ 
Revenue Limit: State Aid 59,531 74,506 59,572 59,572 59,572 59,572 477,948 60,000 (120,000) (120,000) (120,000) 49,727 fl) 

Other Receipts 2,401,038 887,277 2,639,021 1,373,993 676,110 311,723 1,429,512 816,949 800,000 1,000,000 1,000,000 3,254,728 • Note Proceeds 9,049,230 0 0 0 0 0 0 0 0 0 0 85,395 911 
Total Receipts • • ;tlJ Iii " • • • !fl) ~ JD • • 

Disbursements 

Salaries and Benefits 1,668,326 1,923,454 5,128,436 5,238,318 4,970,906 6,947,484 5,280,593 5,400,000 5,150,000 5,800,000 5,150,000 5,129,468 • Other Disbursements 1,540,002 735,042 1,849,936 1,454,183 1,032, 183 889,495 699,098 1,032,898 900,000 800,000 1,000,000 3,075,908 ,. 
Note Payment Pledge 0 0 0 0 0 0 3,600,000 0 0 3,600,000 1,934,625 0 911 
Total Disbursements JI JI jJIJ - l!B ;JP • filJ ffl) ~ Ill • p 

Net Increase/Decrease • (IJ (~ <• (;9 ~ (,II (:!JI (;QI ;JD (!II ca (1 J 

Ending Cash Ill ltB ;JI ;Ji JI • 1111 ;18 ;JI ;JS Ji! • • 
EXHIBIT II 
B'ROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash • gt ~ ill ill fl gt ~ • • !II '81 • 
Receipts 

Revenue Limit: Property Tax 0 0 0 5,000,000 4,000,000 15,000,000 6,000,000 400,000 4,000,000 15,000,000 4,000,000 1,949,503 Ill 
Revenue Limit: State Aid 50,000 100,000 50,000 50,000 50,000 50,000 400,000 50,000 (100,000) (100,000) (100,000) 100,000 fl) 
Other Receipts 2,200,000 1,000,000 2,000,000 1,300,000 700,000 400,000 1,400,000 800,000 800,000 1,000,000 1,200,000 3,486,123 • Note Proceeds 9,630,860 0 0 0 0 0 0 0 0 0 0 153,348 Ill 
Total Receipts »I ;JI ~ Ill.I ,Ill :,> ;JI) ;JJ 111) ~ ;JI :IV II 

Disbursements 

Salaries and Benefits 1,800,000 2,200,000 5,250,000 5,250,000 4,850,000 5,650,000 5,250,000 5,250,000 5,300,000 6,100,000 5,300,000 5,326,254 • Other Disbursements 1,600,000 1,200,000 2,000,000 1,400,000 1,200,000 900,000 900,000 1,100,000 800,000 800,000 1,000,000 1,749,402 ,. 
Note Payment Pledge 0 0 0 0 0 0 3,800,000 0 0 3,800,000 2,184,208 0 • Total Disbursements »J ~ ;JI Ill.I Ill.I Ill.I :Ill IJ) IJ) ~ HI ;!Ii II 

Net Increase/Decrease l!II ~ (f!Jl (IJI (,11 1111 ~ (;II (,II ;Ill (~ (a !J fl 
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Vavrinek, Trina, Day & Co., LLP 
C•rtifi1d Public Accountants & consultants 

JND.EPENDENT AUDITORS' REPORT 

Board ofTrustees 
Fremont Union High School District 
Sunnyvale, California 

VALUE THC Dl~FERENCE 

We hl!Ve audited the accompanying financial statements ofthe governmental activities, each major fund. and the 
aggregate remaining fund information of the Fremont Union High School District (the District), as of and for the 
year ended June 30, 2003, which collectively comprise the District's basic financial statements as listed in the 
table: of contents. These financial statements arc: the responsibility of the District's management. 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, 
the standards applicable to financial audits contained in Government Auditing Standards, issued -by the 
Comptroller General of the United States, and Standards and Procedures for Audits of Californja K-12 L()cal 
Educational Agencies, prescnbed by the State Controller. Those standards require that we plan and perfonn the 
audit to obtain reasonable assUIBllce abo:ut whether the financial statements arc free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement p~tation. We believe that our auc;iit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the governmental activities, each major fund, and the aggregate remaining fund infotmation of the 
Fremont Union High School Dismct, as of June 30, 2003, and the respective changes in financial positions and 
cash flows, where applicable, thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 

As discussed in the Note 2 to the .basic financial statements, the accompanying m,ancial statements reflect certain 
changes required as a result of the implementation ofGASB Statement No. 34 for the year ended June 30, 2003. 
This results in a change to the fonnat and content of the basic financial statements. 

As discussed in Note 19 to the financial statements, the Districtrecognized certain deferred state apportionments 
as revenue in the current fiscal year. 

In accordance with Government AudiJing Standards, we have also issued our report dated November 14, 2003, on 
our consideration of the District's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit perfonned 
in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit. 

3881) Soul~ Bascom Anoue Sult• 215 San Jose, CA 95124 Tel: 408.558.0770 Fax: ~08.558.0785 www.vtdcpa.com 

PIESNO • 1.AGUNA HILLS • PALO ALTO • Pl.!ASANTON • I\ANCHO CUCAMONGA • SAN JOSE 

Toe required supplementary information, such as management's ~scussion and ~is on ~ages 3 through 11 . 
and budgetary comparison information on page 45 arc not a req~d part of the basic financial sta~ts, but~ 
supplementllly infonnation required by the Governmental Accounting Standards B~ard. *e have applied certain 
limited procedures, which consisted principally of inquiries ofmanag~ent regarding the ~cthods o~ 
measurement and presentation of the required supplementary information. However, we did not audit the 
information and express no opinion on it. 

Our audit was conducted for the plllpose offonning opinions on the financi~ sta~ts ~t collectively 
comprise the District's basic financial statements, The other supplementary infonnation hsted in the table of 
contents, including the Schedule of Expenditures of Federal awards which is required by U.S. Office of . 
Management and Budget Circular A-133, Audits of State, Local Governments, an~ Non-Pr_ofit Organizations, arc: 
presented for purposes of additional analysis and are not a required part of the bBSic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements 
and. in our opinion, arc fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. 

-f/lM!nrtek.1 mn~, l>A-y 704., UP 
Pleasanton, California 
November 14, 2003 
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FREMONT UNION HmH ScHOOL D1sTRicT 
Cupenino, Fremon~ Homestead, Lynbrook, Monta Vista High Schools and AduJVCommunity Education 

SteJ>hen R. Rowley, Ph.D~ Superintend"1t of Schools 

This section of Fremo!lt Union High School District'~ (FUHSD) annual financial report presents.our discussion 
and analysis of the District's financial performance during the fiscaJ year that ended on 1lDlc 30, 2003. Please read 
it in coajunction with the District's financial statements, which immediately follow tbis section. This is the first 
year that Fren'lont Union High School District. is presenting financial statements in accordance with the 
Governmental AccolD]ting Standards Board Statement (GASB) No. 34. Therefore, certain data is not available 
for tlle fiscal year ended lune 30, 2002, for comparative analysis. Comparative llllll,lysis will be presented in 
future years. 

OYERVIEWOF THE FINANCIAL STATEMENTS 

The Financial Statements 

The financial statements presented herein include all.of the activities of the Fremont Union High School District 
(the District) and its component units using the integrated approach as prescribed by GASB Statement Number 
34. 

The Government-Wide.Financial Statements present the financial picture of~~ Pistrlct from the economic 
resources measurement focus Ullutg the accrual basis of accounting. They present governmental activities and 
business-type activities separately. These statements include all assets of the District (mcluding capital assets) as 
well as all liabilities (including long-tenn debt). Additionally, certain eliminations have occurred as prescribed by 
the statement in regards to interfund activity, payables and receivables. 

The Fund Financial Statements include statements for each of the three categories of activities: governmental, 
proprietary, and fiduciazy. 

The Governmental Acttvities are prepared using the current financial resources measurement focus and modified 
acC!'Ual basis of accounting. 

The Fiduciary Activities are agency funds. Agency funds pn]y report a statement of net asset and do not have a 
measuremen~ focus. 

RecOllCiliation qf the Fund Financial Statements to the Government-Wide Financial Statements is provided to 
explain the differences cr~ted by the integrated approach. 

The financial statements also include notes that explain sotQ.e of the information in the statements and provide 
detailed data. Th,e statements are followed by a section of required supplementary budget information that Mther 
.explains a,nd supports the financial statements. 

The Primary unit of the govemmeµt is the Fremont Union High School District 

Bo.w, OF TRum:ES: l(at/1,y,1 Ho, Avie Katz, NQJ!cy A. NelVlan, Barbara F. Nunri,r, Hamer H.C. Tang 

S89 West FremontAvenuo 
Post Office Box F · 
Sunnyvale, CA 94087 
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FREMONT UNION IDGH SCHQOL DISTRICT 

~GEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

FINANCIAL HIGHLIGIUS OF THE PAST YEAR 

The voters of the FUHSD community approved a $144 million General Obligation Bond on April 14, 1998. The 
FUHSD community continues to. actively support its students by providing needed funding to finance the 
acquisition, repair, constnwtion, and modernization of classrooms and school facilities, including repair and 
replacement of deteriorating electrical, heating, and plumbing systems to comply with ourrent safety standards; 
the renovation of bathrooms; the replacement ofwom roots; and to o,therwise improve health and safety 
conditions and edu~ti()JIBJ opportunities. The first series of bonds in the amount of $40 million was issued on 
July 1, 1998, followed by the second series issued on November l, 2000, in the amount of $60 million. 1'he last 
series, amowitjng to $44 million, was issued on July I, 2002. An independent Bond Oversight Committee will 
continue to monitor ongoing bond expenditures. 

A fixed amount per student called the "revenue limit'', established by. the state legislature detennincs the level of 
funding for California schools. In the event that a school district's property tax revenue exceeds its calculated 
revenue limit entitleroent, that school re.tams all of its property .tax. revenue and State apportionments to that 
district are limited to the minimum "basic aid" amo\Dlt of $120 per Average Daily Attendance (ADA) set forth in 
the State ConstitutiC1n. Such districts are commonly known as "Basic Aid Districts". Being a basic aid district, 
property taxes are FUHSD's primary income solD'cc for the unrestricted general fund. For fiscal year ending June 
30, 2003, the revenue~ so\D'ces account for 800A, of the general fund revenues. Other state revenues such as 
special education allocations, class size reduction funds, lottery income and grants account for 8% of general fund 
revenues. Federal funds account for 3%, while local teVenue sources including gifts account for 9% of revenues. 

REPORTING THE DISTRICT AS A WBOLB 

11ze Statement of Net Assets and the Statement of Activities and Changes in Net Assets 

T!ie Statement of Net Assels and the Statement of Activities and ChrJnge.g in Net Assets report infonnation 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 accowiting, whiclt 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 assets and changes in them. Net assets are the difference between 
assets and liabilities, and are one way to measure the District's financial health, or financial position. Over time, 
increases or decreases in the District's net assets are one indicl,ltor of whether itsfinancial health is improving or 
de~orating. 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 !Uld expenses is the District's operating results. Since the 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 
safety of our schools will likely be an important component in this evaluation. 
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FREMONT UNION HIGH SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

In the Statement of Net Assets and· the Statement o.f Activiti~ and Clzanges in Net Assets, we separate the District 
activities as follows: 

Governmental activities -All of the District's services are reported in this category. This Includes the education 
of kindergarten through grade twelve students, adult education students, the operation of child development 
activities, and the on-going effort to improve and maintain buildings end 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 FUNJ)S 

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 nuuzy o.ther funds to lJelp it control and.mmage money for particular pmposes or to show that it is 
meeting legal responsibilities for using certain taxes, grants, ~d other money that it receives from the U.S. 
California Departments of Education. 

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

Proprietary funds - When the District·charges users for tbe services it provides, whether to outside customers or 
to other departments within the District, these services are generally reported in proprietary fimds. Proprietary 
funds are reported in the same way that all activities are reported in the Statement of Net Assets and the Statement 
of Revenues, Expenses and Changes in Fund Net Assets. We use Internal service fimds (a component of 
proprietary funds) to report activities that provide supplies and services for the District's other programs and 
activities - such as the District's Self-Insurance Fund. The internal service funds are reported with governmental 
activities in the government-wide financial statements. 
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FREMONT UNION HIGH SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

THE DISTRICT AS TRUSTEE 

RBporting the District~ Fiduciary Responsibilities 

The District is the trustee, or fiduciary, for funds held on behalf of others, like our funds for associated student 
body activities. The District's fiduciary activities are reported in separate Statement;s. of Fiduciary Net Assets, 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 arc used. 
for their intended purposes. 

THE DISTRICT AS A WHOLE 

Net Assets 

The District's net as.sets were $69.66 million for the fiscal year ended June 30, 2003. Of~ amount, $3.21 
million was unrestricted. Restricted net assets are reported separately to show legal constraints from debt 

venants and enabling legislation that limit the School Board's ability to use those net assets for day-to-day 
:erations. Our analysis below focuses on the net assets (Table 1) and change in net assets (Table 2) of the 
Di¢ct's governmental activities. 

~ 

(Amounts in mi!JiQm} 
$ 72.90 Current and other assets 

150.38 Capital assets 

Total Assets $ 223.28 

Current liabilities 17.03 
136.59 Long-term liabilities 

Total Liabilities $ 153.62 

Net assets 
Invested in capital assets, 

30.88 net of related debts 
35.57 Restricted 

3.21 Unrestricted 

Total Net Assets $ 69.66 
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FREMONT UNION HIGH SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 204)3 

The $3 .21 million in tmrestricted net assets of governmental activities represents the accumulated results of all 
past years' operations. It means that ifwe had to pay of all of our bills today including all of our non-capjtal 
l_iabilitics (compensated absences as an example), we would have $3.21 million left. Although listed as 
unrestricted for pUiposes of this report, the $3 .-21 million net assets are colllqlitted to various programs of the 
school district 

Changes inNetAsseJs 

The results of this year's operations for the District. as a whole arc reported in the Statement of Activities on· page 
13. Table 2 takes the information from the Statement, rounds off the numbers, and reammges them slightly so 
you can see our total revenues for the year. 

REVENUES 
Program revenues: 

Charges f~ services 
Operating grants and contn'butions 
Capital grants and contributions 

General revenues: 
Federal and state sources 
Property taxes 
Other General Revenue 

TOTAL REVENUES 

EXPENSES 
Instruction 
Instruction-related services 
Pupil services 
General administration 
Plant services 
Facility acquisition and construction 
Ancillary services 
Enterprise services 
Interest on long-tcnn debt 
Other outgo 

TOTAL EXPENSES 
NET CHANGE IN ASSETS 

7 

Amts in millions 
$ 2.57 

14.33 
0.19 

2.41 
63.43 
10.92 

$ 93.85 

$ 48.10 
11.30 
S.90 
5.93 
7.67 

.1.43 
0,07 
1.23 
6.93 
0.53 

$ 89.09 
$ 4.76 

FREMONT UNION HIGH SCHOOL DISTRICT 

:MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Governmental Activities 

AE. reported in the Statement of Activities on page 13, .the cost of all of our governmental activities this year was 
$89.09 million. However, the Bµ10unt that our taxpayers ultimately financed for these activities through local 
taxes was $63,4 million because the cost was paid by those who benefited from the programs or by other 
governments and organizations who subsidized certain programs with grants and contributions ($17.09 million). 
We paid for the remaining "public benefit'' portion of our governmental activities with $3.12 million in state 
revenue limit sources,. State funds and with other revenues, like interest and general entitlementll, 

In Table 3, we have presented the net cost of each of the Distrlcfs cightlarsest functions and each function's net 
cost As discussed above, net cost shows the fu\ancial burd\lll 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. 

Instruction 
Instruction-related services: 

Supervision of instruction 
Instructional library, media and technology 
School admipjstration 

Pupil Services: 
Homc-to-schQol transportation 
Food services 
All other pupil services 

General administration: 
Data processing 
All other general administration 

Plant services 
Facility acquisition and construction 
Ancillary services 
Enterprise services 
Interest on long-tenn debt 
Other outgo · 

TOTAL EXPENDITURES 
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(Amts in millions) 
$ 39.70 

1.17 
1.22 
7.41 

0.48 
0.35 
2.53 

O.o7 
431 
6.86 
0.35 
O.o7 
1.23 
6.93 
(0.68) 

72.00 

~------------------------..... ----· 



l 

1 
1 

1 

~~-----------------........................ .. 
FREMONT UNION HIGH SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

THE DJSTRICI''S FUNDS 

As the District completed this year, our governmental funds reported a combined fund balance of $57 66 million, 
which is an increase of $2.51 million from last year. ' · 

The primary reasons for these changes are: 

a. Our General Fund is our principal operating fund. The fund balance in the General Fund increased $1 53 
million to $4. 72 million. ' 

b. The Building, Capital Facilities and County School Facilities funds showed an increase from $4095 
million to $41.22 million. 

c.. Our non-major governmental funds balance in~ from $11.01 million to $11.72 million. 

General Fund Budgetary Highlights 

Th~ Education Code requires that all school districts adopt a budget by Iuly 1, and then twice a year submit to 
their County Offices of Education interim financial reports. This first interim report reflects the status of district 
finances as of October 31 and January 31. Year-end actuals are submitted by September 15. 

Over the course of the year,.the I)istrict revises its budget as it attempts to deal with unexpected changes in 
r~es and C:<J'~~~s: The~ amendment to the budget was adopted on Iune 17, 2003. A schedule 
sho'l'l'.111g t!1e District s onginal and final budget amounts compared with lllllOllnts actually paid and received is 
proVlded ~ our annual report on page 45. 

Significant re~ue ~d expenditure revisions to the 2002-03 budgel;s were made. This is primarily due to prior 
year grants bemg camed over as well as new federal, state and local gi:ants and local gift and donations being 
budgeted. . . 
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FREMONT UNION HIGH SCHOOL DISTRICT 

MANAGEMENT;S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

C(P/TAL ASSET & DEBT ADMINISTRATION 

Capital Assets 

At Iune 30, 2003, the District had $150.37 million in a broad range of capital assets, including land, buildings, 
and furniture and equipment. This amount represents a net increase (including additions and depreciation) of 
$45.16 millions from last year. 

(Amounts in millions) 

Land 
Construction in progress 
Buildings and itnprovements 
Fmniture and equipment 

Total Assets 
Less Accumulated Depreciation 
Totals 

Govenimental 
Activities 

$ 191 
72.01 
77.51 

1.60 
153.03 .. 
(2.66) 

$ 150.37 

This years additions of $46A9 million included school moderniz.ation of $46.43 million. and additiolll! to 
equipment ofS0.06 million. We present more information about our capital assets in Note S. to the financial 
statemeilts, 

Long-Tenn ObligatioTIS 

At the end of this year, the District had $134.82 million in bonds outstanding versus $92.63 million last year, an 
increase of 45% percent. Long-term obligations consisted of: 

~ 

(Amounts in millions) Governme•tal: 
Activities 

General obligation bQnds $ 134.82 

Compensated Absences 0.99 

Other General Longterm Debt 0.77 

Totals s 136.58 

The District's general obligation bond rating is AAA (based on Moody's, Insured.Bonds). The State limits the 
amount of general obligation debt that the District can issue. The District's outstanding general obligation bond 
debt of$134.82 million is below this limit. 
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FREMONT UNION IDGB SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Other obligations include compensated absences payable and arbitrage liability. We present more detailed 
information regarding our long-term liabilities in Note 9 of the financial statements. 

In addition to the liabilities shown in Table 5, the District bas an estimated liability of $5, 136,000 forpost
employment benefits. Thls liability has not been included in the long-tenn liabilities, which is consistent with 
generally accepted accolll!ting principles for this type of liability. The District bas funded this liabi1ity through its 
Retiree Benefits Fund, which had a designated fund balance of $4,268,000 at Ji,me 30,. 2003. 

ECONOMIC FACI'ORS AND NEXT YEAR'S BUDGETS AND &.,I.TES 

In considering the development of the District's Adopted Budget for the 2003-2004 y~, the District Board and 
management used the following criteria: 

The key assumptions in our revenueforeCIISt are: 

I. Lossof$120/ada basic aid guarantee. 
2. Secured taxes will grow by 4% and unsecured will be 20% less compared to FY 2002-03 
3. Unrestricted lottezy will be at $113/ada and restricted lottery at $12/ada. · 
4. Supplemental grant (technology) will be $241,000 less than FY 2002-03. 
5, State ftmding of defewd maintenance will be reduced by $215,00Q. 
6. Special Education and transportation revenues will remain the same as FY 2002-03. 
7. Loss of additional $707 ,000 from other State IJ!ll'CStricted sources. 

CONTACTING THEDISTRICI''S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, students, investors and creditors with a general 
overview of the District's finances and to show-the District's accountab_ility for the money it receives. If you have 
questions.about t!tls report or need any additional ~cial infonnation, contact the office of the Associate 
Superintendent, Business Services, at Fremont Union High School District, 589 W. Fremont Avenue, Sunnyvale 
California, (408) 522-2210. ' 
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FREMONT UNIONIDGB SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Assets 
Deposits and investments 
Receivables 
Prepaid expenses 
Stores inventories 
Capital assets 
I,ess: Accumulated depreciation 

Total assets 

Liabilities 
Overdrafts 
Accounts payable 
Deferred revenue 
Claims liability 
Current loans 
Current portion of long-term obligations 
Noncummt portion oflong-tcnn obligations 

Total liabilllies 
Net Assets 

Invested in capital assets. net of related debt 
Restricted for: 

Debt service 
Capital project~ 
Restricted proyams 
Special revenues 
Self insurance 

Unrestricted 
Total net assets 

The accompanying notes arc an integral part of these tinanc;ial statements. 
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Governmental 
Activities 

$ 67,395,946 
5,327,599 

126,879 
53,240 

153,019,825 
(2,648,041) 

223,275,448 

91,446 
6,052,957 

~68,261 
159,355 

10;360,000 
1,687,429 

134,897,069 
153,616,517 

30,878,031 

2,630,513 
25,120,269 

958,896 
6,804,203 

51,478 
3,215,541 

$ 69,658,931 
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FREMONT UNION HIGH SCHOOL DISTRICT 

STATEMENT OF ACTIVlTIES 
FOR THE YEAR ENDED JUNE 30, 2003 

FunotloJU!ProJll'llms 

Governmental 1ctlvl1fes: 

INtructlon 

lmlnlc:don nolaled actlvides: 

Supervision ofin511Uction 

INtructional libmy, modl~ and technology 

School 1lte eaministration 

Pupil services: 

Ho.n,e.1a-school transportatlon 

Fcodsorviceo 

All other pupil S<rVices 

Genen.l lldminis1ralion: 

Otta proces,ing 

A!I oilier general administration 

Plant services 
Facility acqu!sftlon and conslruction 

Anci1!a,y services 
Enterprise services 

ln~on long-term debt 

Other (OU!iO) 

Total eovernmental-lype act1"1des 

PlOll'llnt Revenuu 

Cha"ies for Openlln1 Capltal 

Services lllld Grants 1111d Greats lllld 

Expenses Sala Contrlbllllom Coalrlbutlons 

s 48,0D9,579 s 214,528 1,991,662 

1,781,896 44,227 570,021 

l,!164,404 343,969 

7,DSB,835 41 548,443 

839,026 357,429 

2,()48,441 1,S87.879. 108,818 

3,013,489 8,660 476,825 

.610,370 542,142 

S,314,845 16,821 984,979 

7,667,928 690,103 122,363 

1,429,812 1,077;137 

72,182 

l,22S,429 

6,931,965 

528,804 3,850 1.200,072 
s 8!i'.081.005 s 2,566.109 s 14,329,960 

Genml m,enues and subvcntlqns: 
Ptopertytaxes, lovied forgem:ral purposes 

Property taxes, le.ied for debl scmcc 

Taxes levied for oilier specific purpo ... 

s 

s 

Fedm! and Slate aid not restricted 1a $pe<lilic purpos .. 

Interest and inveslmenl earnings 

Miscellaneous 

Chan&e In net usets 

Ne! ...,.IS - bel!hming 
Nel asselS • ending 

Subtotal, gentl'lll revenues 

191,323 

191,323 

The accompanying notes are an integral part of these financial statements. 
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Net (E>:penses) 

Revenues and 
Cbau11esln 

NetAssels 

Governmental 

Actlvldes 

(39,696,066) 

(l,167,648) 

(l,220,435) 

(7,410,351) 

(481,597) 

(351,744) 

(2,528,004) 

(68,228) 

(4.313,045) 

(6,BSS,462) 

{352,575) 

(72.182) 

(1,225,429) 

(6,931,965) 

675,118 
(71,999,613) 

SS,!183,071 

7,851,066 

593 

2,409,!110 

706,24.'I 

10,212,842 

76,763,327 

4,763,714 

64,895,217 

s 69,658,931 

• 
FREMONT UNION HIGH SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
BALANCE SHEET 
JUNE 30, 2003 

Capital Co.11nty School 
General Buijding Facilities Facilities 

Fund Fund Fund Fund 

ASSETS 
Deposits and investments $12,257,411 $12,043,394 $ 490,594 $ 30,463,880 
Receivables 3,836,996 564,046 1,953 133,842 
Due from other funds 1,924,207 6,004,999 5,480,000 
Prepaid expenses 3,401 
Stores inventories 

Totlll assets $181022,015 $18,612,439 $5,972,547 $ 30,597,722 

LIABILITIES AND 
FUND BALANCES 
Liabilities: 

Overdrafts $ .$ $ $ 

Accounts payable 2,402,051 1,117,902 
Due to other funds 338,619 1,299,250 5,970,000 5,480,000 
Current loan 10,360,000 
Deferred revenue 199,225 91,611 

Total liabilities 13,299,895 2,508,763 5,970,000 5,480,000 
Fnnd Balances: 

Reserved for: 
Stores inventories 
Other reservations 832,456 450,000 

Unreserved: 
Designated 3,524,231 9,505;704 2,547 25,117,722 
Undesignated, reported in: 

General fund 365,433 
Special revenue funds 
Debt service funds 
Capital projects funds 6,147,972 

Total fnnd balance 4,722,120 16,103,676 2,547 25,117,722 
Total Liabilities and 
Fund Balances $18,022,015 $18,612,439 $5,972,547 $ 30,597,722 

The accompanying notes are an integral part of these financial statements. 
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FREMONT UNION HIGH SCHOOL DISTRICT 

GOVERNMENTAL FIJNDS 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Non Major Total 
Gove.rnmental .Governmental 

Amounts Reported for Governmental Actfylties in the Statement of Net 
Assets are DllTerent Because: 

Funds Funds Total Fund Balance -Governmental Funds s 57,662,6!>2 

$ 12,088,998 $ 67,344,277 Capital assets used in govcmm.eutal. activities are not fumncial resources and, 

291,406 4,828,243 .therefore, are .not reported as assets in govennncntal funds, 

175,637 13,584,843 The cost of capital assets is $ 153,019,825 

3,401 Accumulated depreciation is {2,648,041~ 

53,240 53,240 ·150,371.,7~ 

$ 12,609,281 $ 85,814,004 Debt issuance costs are expensed in the governmental funds. On the govemment-
wide statements, they are deferred and amortized over the life of the related debt. (3,000) 

Expenditures relating to issuance of de~ of the next fiscal year were recognized on 
modified accrual basis, but should not be recognized on accrual basis. 75,000 

$ 91,446 $ 91,446 In govemmeotal funds, unmatured interest on long-tenn debt is recognized in 

133,137 3,653,090 
the petjod when it is due. On the govemment-wide statements, UJlDJlltured 

590,646 13,678,515 
interest on long-tenn debt is tecognized when it is incwred (2,227,471) 

lQ,360,000 In the governmental funds, t1,c receipt of the special education mandate 

77,425 368,261 
settlemmit is reported as revenue in lhe year received On the statement of net 

892,654 28,151,312 
assets, the settlement amount is recorded as a receivable and payments received in 
the current year reduce the.receivable amount. 312,946 

An lntemal service fund is used by the District's management to cl!arge_ the costs 

53,240 53,240 
of the workers' compensation insurance {lrogram to the individual funds. 
The assets and liabilities oflhe internal service fund are included 

1,200 1,283,656 with govemm~tal acti\'.ities. 51,478 

6,857,893 45,008,097 
Long-ter.m liabilities at year end consist of: 

Bonds payable 134,825,000 

365,4~3 
Coq,ensated absences 987,069 

(53,690) (53,690) 
Other general long-tenn debt 772,429 

4,857,984 4,857,984 
(136,584,498) 

6,147,972 
Total Net Assets - Governmental Activities s 69,658,931 . . 

11,716,627 57,662,692 

$ 12,609,281 $ 85,814,004 

The accompanying notes are an integm] part of these financial statements. 
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J FREMONT UNION IDGH SCHOOL DISTRICT 

l GOVERNMENTAL FUNDS 
STATEMENT OF REVENUES, EXPENDITURES AND 

I CHANGES IN FUND BALANCE 
FOR THE YEAR ENDED JUNE 30, 2003 

1 capital CQunty School 
General Building Facilities Faclllties 

Fund Fnnd Fund Fund 

J 
REVENUES 
RcVCIIUC limit sources s 57,228,848 s s - s 
Federal sources 2,415,071 
Other state sources 7,610,828 191,323 
Other local sources 5,760,371 3,842,777 297,056 702,575 

Total Revenues 73,015,118 3,842,777 297,056 893,898 
EXPENDITURES 
Current 

Instruction 45,507,811 
Instruction related activities: 

Supervision of instruction 1,454,806 
Inst:roctional library, media and technology 1,453,754 
School site administration 6,474,750 

Pupil Services: 
Home-to school transportation 822,099 
Food services 321 
All other pupil services 2,951,768 

This page left blank intentionally. General administration: 
D.ita processing 595,435 
All other general administration 4,920,347 

Plant services 7,085,194 201,043 
Facility acquisition and construction 62,596 40,442,609 5,971,785 871,000 
Ancillary services 70,873 
Enterprise services 
Other uses 604,434 

Debt service 
Principal 
Interest and other 335,742 

Total Expenditures 72,339,!)30 40,643,652 5,971,785 871,000 
Excess (deficiency) or 
revenues over expenditures 675,188 (36,800,875) (5,674,729) 22,8!18 

Other Financin& Sources (Uses): 
Transfers in 1,275,630 5,480,000 
Other sources 133,230 43,925,000 
Transfers out (550,085) (1,200,000) (5,480,000) 

Net Flnancln& Sources (Uses) 858,775 42,725,000 5,480,000 (5,480,000) 
NET CHANGE IN FUND BALANCES 1,533,963 5,924,125 (194,72!1) (5,457,102) 
Fond Balance • Bee;inning 3,188,157 10,179,551 1!17,276 30,574,824 
Fond Balance - Ending $ 4,722,120 S 16, 103,676 $ 2,547 S 25,117,722 

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

Funds Funds 

$ 2,25~;}.88 s 59,488,136 
215,013 2,630,084 
229,792 8,031,943 

13,185,609 23,788,388 
15,889,702 9:3,938,551 . 

1,766,876 47,274,687 

259,217 1,714,023 
76,878 1,530,632 

1,293,457 7,768;}.07 

822,099 
2,008,336. 2,008,657 

2,951,768 

595,435 
265,256 5,185,603 
318,883 7,605,120 
500,000 47,847,990 

70,873 
l;J.03,204 1,203,204 

604,434 

1,805,000 1,805,000 
6,062,585 6,398,327 

15,559,692 135,386,059 

330,010 (41,447,508) 

376,553 7,132,183 
44,058,230 
{7,230,085) 

376,553 43,960,328 
706,563 2,512,820 

11,010,064 55,149,872 
$ 11,716,627 $ 57,662,692 

FREMONT UNION IDGH SCHOOL DISTRICT 

RECONCll,IATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
TO THE DISTRICT-WlDE STATEMENT OF ACTMTIES 
FOR THE YEAR ENDED JUNE 30, 2003 

Amounts Reported for Governmental Acti"l'ities In the Statement or 
ActMties are Different Because: 
Total Net Change In Fund B.alances - Governmental Funds 

Capital outlays to purchase ~ build capilal assets arc repotted in governmental 
funds as expenditures, however, for goveromental actiVities, those costs are 
shown in the statement ofn~ assets and·allocated over their estimated useful lives as 
annual depreciation l!xpe!ISCS in the statements of activities. 
This is the amount by which capital outlays exceed depreciation in the period. 

Depreciation expense 
Capital outlays 

Loss on disposal of capital assets is reported in the government-wide statement o.f 
net assets, but is not recorded in the governmental funds. 

Amortization ofbond premium is an expenditure in the govenunental funds, but it 
should be recorded as prepaid expeDSe arul amortized on the statement of net asse1s. 

The incre115e in liability for compensated absences is not recorded in the gove:mmcntal 
funds, but is reported in the govemment-wide statements. 

Revenue.related to the Special Education mandate settlement is reported in.the 
govemmental funds, but is a reduction in receivable on the statement of not assets. 

PrQCeeds received from Sale of Bonds is a revenue in the govemmental funds, 
but it increases long-tenu liabilities in the statement of not assets and dces not 
affect the ststernent of activities. 

Repayment of bond principal is an expenditure in the govemmental tbnds, but it 
reduces long·tmn liabili1ies in the statement ofnet assets and does not affect 
the statement of activities. 

Repayment of arbitrage rebate liabilities ate an expenditure in the 
governmental funds, but it reduces long·~CIID liabilities in the statement of net assets 
and does not affect the statement of activities. 
Interest o.n long-tenn debt in the statement of activities ~iffers from the amount 
reported in the govemmental.fimds because interest is recorded as an 
expenditure in the funds when it is due, arul thus requires the use of cmrcnt 
financial resources. In Jhc statement of activities,. however, interest expense 
is recognized as the interest accrues, regardless of when. it isdue. The additional 
interest reported in the statement of activities is the net result. 

An intcmal service fund is used by the District's. management to charge the costs 
of the workers' compensation insurance program to the individual funds .. The net loss 
of the internal service µind is reported with governmental activities. 

Change in N:et Assets of Governmental Activities 

The accompanying notes are an integral part of these financial statements. 
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$(1,313,799) 
46,490,794 

S 2,-512,820 

45,176,995 

(18,908) 

(3,000) 

(173,935) 

(38,924) 

(43,925,000) 

111,266 

(641,904) 

(40,696) 
S 4,763,714 

-'---~---------------.......... ----



J FREMONT UNION filGH SCHOOL DISTRICT 

PROPRIETARY FUND 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ASSETS 
Current Assets 

Deposits and investments 
Receivables 
Due from other funds 
Prepaid expenses 

Total Current Assets 

LIABU..ITIES 
Current Liabilities 

Accounts payable 
Due to other funds 
Claims liabilities 

NET ASSETS 
Unrestricted 

Total Current Liabilities 

Total Net Assets 

The accompanying notes are an integral~ of these financial statements. 
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$ 

Governmental 
Activities -

Self-Insurance 
Fund 

51,669 
186,410 
169,302 
51,478 

458,859 

172,396 
75,630· 

159,355 
407,381 . 

51,478 
51,478 

FREMONT UNION HIGH SCHOOL DISTRICT 

PROPRIETARY FUND 
STATEMENT OF REVENUES, EXPENSES AND CHANGES 
IN FUND NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

OPERATING REVENUES 
Local and intennediate sources 
Operating transfer in 

Total Operating Revenues 

O.PERATJNG :EXPENSES 
Other operating cost 
Operating 1ransfer out 

Total Operating Expenses 
Operating Loss 

NONOPERATING EXPENSES 
Interest expense 

Net Loss 
Total Net Assets - J3eginning 
Total Net Assets - Ending 

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

Self-Insurance 
Fond 

$ 

1,573,296 
173,532 

1,746,828 

1,703,288 
75,630 

1,778,918 
(32,090) 

(8,606) 

(40,696) 
92,174 
51,478 
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FREMONT UNION filGH SCHOOL DISTRICT 

PROPRIETARY FUND 
STATEMJffiT OF CASH FLOWS 
FOR THE YEAR ENDED JUNE 30, 2003 

CASH FLOWS FROM OPERATING ACllVITIES 
Cash received from user charges 
Cash received from assessmc:nts made to other funds 
Cash payments for insurance claims 
Cash payments to suppliers for goods and services 

Net Cash Provided from Operating Activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Interest expenses 

Net increase in cash and cash equivalents 
Cash and cash equivalents • Beginning 
Cash and cash equivalents • Ending 

RECONCILIATION OF OPERATING JNCO.ME 
(LOSS) TO NET CASH PROVIDED (USED) BY 
OPERATING ACTIVITIES: . 

Operating loss 
Changes in assets and liabilities: 

Receivables 
Due from other fund 
Prepaid expenses 
AcC11.led liabilities 
Due to other fund 
Deficit in cash balances 

NET CASH PROVIDED BY OPERATING ACTMIIES 

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

Self·Insorance 
Food 

$ 1,387,214 

$ 

$ 

$ 

529,168 
{1,708,977) 

{166,122) 
41,283 

(8,614) 

32,669 
19,000 
51,669 

(32,090) 

(186,082) 
355,636 
40,695 
66,187 
75,630 

~78,693l 
41,283 

FREMONT UNION filGH SCHOOL DISTRICT 

FIDUCIARY FUND 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ASSETS 
Deposits and inve$nents 

Total assets 

LIABD.JTIES 
Due to student groups 

Total liabilities 

Tlie acco!l)pllnYing no~~ an integral part of these financial statements. 
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Ageney 
Funds 

$1,148,396 
$1,148,396 

$1,148,396 
$1,148,396 

~---------------------.... ------
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FREMONT UNION IDGB SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The Fremont Union High School District was established in 192S under the laws of the State of California. The 
I)islrict operates under a locally-elected five-member Board form of government and provides educational 
services to grades 9-12 as mandated by the State and Federal agencies. The District operates five high schools, 
one alternative high school, one adult school, and one independent study school. 

A reporting entity is comprised of the primary government l!nd other organizations that are included to ensure the 
financial statements are not misle.ading. The primary government of the District consists of all funds, 
departments, boards, and agencies that are not legally separate :from the District. For Fremont Union High School 
District, this includes general operations, food service, and student related activities of the District. 

Joint Powers Agencies and Public Entity Risk Pools The District is associated with one joint powers agencies 
and two public entity risk pools. These organizations do not meet the criteria for inclusion as component 1U1its of 
the District Summarized audited financial infonnation is presented in Note 15 to the financial statements. These 
organiz.ations Bl'e: 

• Institute of Computer Technology 
• Northern California Regional Liability Excess Fund 
• Schools Excess Liability Fund 

Basis of Presentation - Fund Accounting 

The acooun~ system is organized and operated on a fund basis. A ftmd is defined as a fiscal and acco1U1ting 
entity with a self-balancing set of accounts, which arc segregated for the purpose of cmtying on specific activities 
or attaining certain objectives in accordance with special regulations, restrictions, or limitations. The District's 
funds arc grouped into three. broad fund categories: govcrpmcntal, proprietary, and fiduciary. 

Governmental Funds Governmental funds are those through which most governmental functions typically are 
financed. Governmental fund reporting focuses on the sources, uses, and balances of current financial resources. 
Expendable assets are assigned to the various govcrmncntal funds according to the purposes for which they may 
or must be used. Current liabilities are assigned to the fund from which they will be paid. The difference 
between governmental ftmd assets and liabilities is reported as fund balance. The following arc the District's 
major governmental :funds: 

Major Gover111I1ental Funds 

General Fund The General Fund accounts for all financial resources except those required to be accounted for in 
another fund. The General Fund balance is available to the District for any purpose provided it is expended or 
transferred according to the gen~ laws of California. 

Capital Projects Funds The Capital Projects Funds are used to account for the acquisition and/or construction of 
all major governmental general fixed assets. The District maintains the following ca1:1ital projects funds: 
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FREMONT UNION IDGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, .2003 

Building Fund The Building Fund exists primarily to account separately for proceeds from sale ofbonds and 
acquisition of major governmental capital facilities and buildings. 

Capital Facllities Fund The Capital Facilities Fund is used to account for resources received from developer· 
impact fees assessed under provisions of the California Environmental Quality Act (CEQA). 

County School Facllitles Fund The County School Facilities Fund is used primarily to account separately 
for State apportionments provided for construction and reconstruction of school facilities (Education Code 
Sections 17010.10-17076.10). · 

Other Non-Major Governmental Funds 

Special Revenue Funds The Special Reyenue Funds Bl'C used to account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for specific purposes. Th,e District maintains the following 
special revenue funds: 

Adult Education Fnnd The Adult Education Fund is used to account for resources committed to adult 
education programs maintained by the District 

Child Development Fund The Child Davelapment Fund is used to aocollllt for resources committed to child 
development programs maintained by the District 

Cafeteria Fund The Cafeteria Fund is used to account for the financial transactions related to the food 
service operations of the District. 

Deferred Maintenance Fund The Deferred Maintenance Fund is used for the purpose of major repair or 
replacement of District property. 

Retiree Benents Fund The Retiree Becefits Fund exists to account separately for restricted moneys from 
sa_lary reduction agreements or contnbutions for employees' retirement benefit payments or both, 

Debt Service Funds The Debt Service Funds are used to account for the accumulation of rcsomces for, and the 
payment of, general long-term debt principal, interest, and related costs. The District maintains the following 
debt service funds: 

Bond Interest and Redemption Fund The Bond Interest and Redemption Fund is used to account for the 
accumulation of resources for, and the repayment of, district bonds, interest, and related costs. 

Proprietary Funds Proprie1ary fund reporting focuses on the determination of operating income, changes in net 
assets, financial position, and cash flows. The District applies all GASB pronouncements, as well as the Financial 
Accounting Standards BoB!'d pronouncements issued on or before November 30, 1989, unless those 
pronouncements conflict with or contradict GASB pronouncements. Proprietary funds arc classified as enterprise 
or internal service. The District has the following proprietary fund: 
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FREMONT UNION IDGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Internal Service Fund Internal service funds may be. used to account for any activity for which goods or 
services are provided to other funds of the District in return for a fee to cover the cost of operations. The 
District operates a workers' compensation program that is accounted for in an internal service fund. 

Fiduciary Funds Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund 
category is split into four classi~cations: pension trust funds, investment trust funds, private-purpose trust funds, 
and agency funds. 

Trust funds are use_d to account for the assets held by the District under a trust agreement for individuals, private 
organizations, or other governments and are therefore not available to support the District's own programs. 
Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of results of 
operations. Toe District's agency fund accounts for student body acti\'ities (ASB). 

Basis of Accounting - Measurement Focus 

Governmeut·Wide Financial Statements Toe government-wide statements are prepared using the economic 
resources measurement focus and the accrual basis of accounting. This is the same approach used in the 
preparation of the proprietary fund financial statements, but differs from the manner in -which governmental fund 
financial statements are prepared. 

The government-wide statement of activities presents a comparison between direct expenses and program 
revenues of the District for each governmental program. Direct expenses are those that are specifically associated 
with a service, J)r!)gram, or department and are therefore clearly identifiable to a particular function. The District 
does not allocate :indirect expenses to functions in the Statement of Activities. Program revenues include charges 
paid by the recipients of the goods or services offered by the programs and grants and contnoutions that are 
restricted to meeting the operational or capital requirements of a particular program. Revenues that are not 
clas.sified as program revenues are presented as general.revenues. The comparison of program revenues and 
expenses identifies the extent to which each program or business segment is self-financing or.draws from the 
general revenues of the District. 

Net assets should be reported as restricted when constraints placed o~ net asset use are either extemally imposed 
by ~ditors (such as through debt covenants), gmntors, contnoutors, or laws. or regulations o_f other governments 
or imposed by law through constitutio1)81 provisions or enabling legislation. The net assets restricted for other 
activities result from special revenue funds and the restrictions on their net asset use. 

Fund Financial Statements Fund financial statements report detailed information about the District The focus 
of governmental fund financial statements is on major funds rather than reporting funds by type. Each major fund 
is presented in a separate column. Nonmajor funds are aggregated and presented in a single column. The internal 
service fund is presented in a single column on the face of the proprietary fund statements. 
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FREMONT UNION lilGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Governmental Funds All. governmental funds are accoun~ for using a flow of current financial resources 
measurement focus and the modified accrual basis of accounting; With this measurement focus only cU1Tent 
assets and c~nt liabilities generally are included on the balance sheet.. The statement ofrev~ues, expenditures, 
and changes m ~d balance reports on the_ sources (revenues and other financing sources) and uses (expenditures 
and other financmg uses) of current financial resources. This approach differs from the manner in which the 
governmental activiti~s of the government-wide statements are prepared. Governmental fund financial statements 
th~refore include rcco~Hiation with brief explanations to better identify the relationship.between the govemntent
wide statem~ts and the statements for the governmental funds on a modified accrual basis of 11ccounting and the 
c~ent. finan~ial resources measurement focus. Under this basis, revenues are recognized in the accounting 
pcnod tn which they l,ecolI\e measurable and available. Expenditures are reco~ in the accounting period in 
which the fund liability is incw:red, if measurable. · 

Proprietary Funds Proprietary funds are accollllted for using a flow of economic resources measurement focus 
:ind the a~crual basis of accounting. All assets and all liabilities associated with the operation of this fund are 
mcluded m the statement ?fnet assets. The statement of changes in fund net assets presents increases (revenues) 
~d ~ecreases (expenses) m net total assets. The statement of cash flows provides information about how the 
District fmances and meets the cash flow needs of its proprietary fund. 

Fiduciary Funds Fiduciaiy funds are accollllted for using the flow of economic resources measurement focus 
and the accrual basis of accounting, · 

Re~enues - Exch~ge and No~)i.:xehang~ Transactions ~evenue resulting from exchange transactions, in 
which each party gives_ !IIld receives e~enttally eq~I value, IS _recorded on the accrual basis wten the exchange 
talces place. On a modified accrual bas1s, revenue 1s recorded m the fiscal year in which the resources are 
measurable and become available. Available means that the resources will be collected within the current fiscal 
year or are e~cted to be colleqted soon enough thereafter to be used to pay liabilities of the current fiscal year. 
For the District, available means expected· to be rec;eived within 90 days of fiscal year-end. 

~on-exchange transactions, !n which the ~istrict receives val';C without directly giving equal value in return, 
include prope~ tax~, certain grants, en~tlements, and donations. Revenue from property tal(.es is recognized in 
the fiscal year m which the taxes are received. Rev.enue from certain grants, entitlements, and donations is 
~o~d in the fiscal year ~ which all eligioil~ requirements have been satisfied. Eligibility requirements 
include time and.purpose req~ements. On a _modified accrual basis, revenue from non-exch$Ilge transactions 
must also be a~ble before 1t can be recognized. Under the modified accrual basis, the following revenue 
sources ere considered to be both measurable and available at fiscal year-end: State apportionments, interest, 
certain grants, and other local sources. 

Deferred Revenue Deferred revenue arises when potential revenue does not meet both the "measurable" and 
'.'available" cri~ f~rrecogniti?n in the current period or when resources are received by the District prior to the 
mCUII'ence ~f ~lifying expenditures. In subsequent periods, when both revei,.ue recognition criteria are met, or 
when the District has a legal cla,im to the resourc;es, the liability for deferred revenue is removed from the 
combined balance sheet and revenue is recognized. · 

Certain grants received before the eligi'bility requirements are met and recorded as deferred revenue. On the 
governmental fund financial statements, receivables that will not be collected within the available period are also 
recorded as deferred revenue. 
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FREMONT UNION HIGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Expenses/Expenditures On the accrual basis of accolll!ting, expenses are recognized at the time they are 
incurred. The measurement focus of governmental fund acco1U1ting is on decreases in net financial resources 
(~enditures) mther than expenses. Expenditures are generally recognized in the accounting period in which the 
related fund liability is incurred, if measurable. The fair value of donated commodities used during the year has 
not been reported in the operating statement. Unused donated commodities are reported as part of stores 
inventory. Principal and interest on general long-tenn debt, which has not matured, are recognized when paid in 
the governmental funds. Allocations of costs, such as depreciation and amortiz.ation, are not recognized in the 
governmental funds. 

Cash and Cash Equivalents 

The District's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition. Cash equivalents also 
include cash-with county treasury balances for purposes of the statement of cash flows. 

Investments 

Investments held at June 30, 2003, with original maturities greater than one year are stated at fair value. Fair 
value is estimated based. on quoted market prices at year-end. All investments not required to be reported at fair 
value are stated at cost or amortized cost 

Restricted Assets 

Restricted assets arise when restrictions on their use change the normal understanding of the availability of the 
asset. Such constraints are either imposed by creditors, contnoutors, grantors, or laws of other governments or 
imposed by enabling legislation. 

Prepaid E.zpenditures 

Prepaid expenditures (expenses) represent amoUDts paid in advance of receiving goods or services. The District 
has the option of reporting an expenditure in governmental funds for prepaid items either when purchased or 
during the benefiting period, The District has chosen to report the expenditures when incurred. 

Stores Inventory 

Inventories consist of expendable food and supplies held for consumption and unused donated connnodities. 
Inventories are stated at cost, on the weighted average basis. The costs of inventory items arc recorded as 
~ditures in the governmental type funds and expenses in the proprietary type funds when used, 

Capital Ass11ts and Depreciadon 

The accounting and reporting trca!ment applied to the capital assets associated with a fund are determined by its 
measurement focus. General capital assets arc long-lived assets of the District as a whole. The District maintains 
a capitalization ~hold of $10,000. The District does not possess any infrastructure. Improvements are 
capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend an asset's life are not capitalized, b.ut are expensed as incurred. 
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When purchased: such assets arc: rec~d as expenditur:5 in the governmental funds and capitaliz.ed in the 
governmental-wide. The valuation basis for general capital assets are historical cost, or where historical cost is 
not available, estimated historical cost based on replacement cost. Donatc:,d capital assets are capitalized at 
estimated fair market value on the date donated, 

D~tion of capital ~sets is c~mputed and recorded by the straight-line method. Estimated useful lives of the 
vanous classes of depreciable capital assets are as follows: buildings, 50 years; equipment, S to 15 years. 

Interfund Balances 

<?n fund financial statements, receivables and payables resulting from short-term interfund loans are classified as 
"mterfund receivables/payables." These amounts are eliminated in the governmental activities columns of the 
statement of net assets. 

Compensated Absences 

Accumulated unpaid ~1.o?'e«: vacation benefits are accrued as. a liability as the benefits are earned. The entjre 
compensated a~ence liab1~1ty 1s reported on the gove.mment-wide.financial statements. For governmental funds~ 
the current po~n of unpBI~ compensated absences is the amount that is normally expected to be paid using 
~endable aV1Ulable financial resource~. These amounts arc recorded in the accounts payable in the fund from 
which the emploY':es who Jia,ve accum~lated leave are paid. The non-current portion ofthc; liability is not 
reported. In propnetary funds, the entire amount of compensated absences is. reported as a fund liability, 

Si~k leav7 is acc.umulated without limit for each employee at the rate of one ~y for each month worked. Leave 
~th pay 1s provided "'.'hen employees are a~sent for health reasons;_ however, the employees do not gain a ~ested 
nght to accumulated sick leave. Employees are never paid for any sick leave balance at termination of 
ernpl~ent or any.other time. Therefore, the value of accumulated sick leave is not recognized as a liability in 
the District's tirun_lcial statements. However, credit for unused sick leave is applicable to all classified. school 
members who retire~ January I, 1999. At retirement, each member will receive .004 year of service credit for 
each day of unused Sick leave. 

Current Loans 

C~t loans consist of amo~ts. outstandin~ at June 30, 2003 for Tax Revenue Anticipation Notes. Th~se notes 
were 1.ssu~ as short term obhgati~:>Ils to provtde cash flow ~ceds for the Districts. This liability is offset with cash 
depo51ts with the fiscal agent, which have been set aside to repay the notes. 

AcCJ'lled Liabilities and Long.Term Obligatlons 

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial 
stateme~ts. In general, governme~tal fund payables and accrued liabilities that, once incurred, arc paid in a timely 
manner m full from current f1DaDC1al resources are reported as obligatio_ns of the funds. · 

However, claims and judgments, compensated absences, special termination benefits and contractually required 
pension contributions that will be paid from governmental funds are reported as a liability in the fund financial 
statements only to the ext~ that they are d~ for payment during the current year. Bonds, capital leases, and 
long-term loans are recogruzed as a expenditure on the ftmd financial statements when due. 
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Fund Balance Reserves and Designations 

The Dis.trict reserves those portions of fund equity which are legally segregated for a specific future use or which 
do not.represent available expendable resources and therefore are not available for appropriation or expenditure. 
Unreserved fund balance indicate~ that portion of fund equity which is available for appropriation in future 
periods. Fund equity reserves have b~ established for revolving cash accounts, stores inventories, prepaid 
~penditures (expenses), and legallyrestri<*:d grants and entitlements. 

Designations of fund balances consist of that portion of the fund balance that has been.designated (set aside) by 
the governing board to provide for specific purposes or uses. Fund equity designations have been established for 
economic 1.lllcerlainties, umealized gains of investments. and cash in comity treasw:y, and other purposes. 

Net~ 

Net assets rep:i:esent the difference between assets and liabilities, Net assets invested in capital assets, net of 
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any 
botTowings used for the acquisition, construction or improvement of those assets. Net assets are reported as 
restricted when there are limitations imposed on their use either through the enabling legislation adoptC9 by the 
District or through external restrictions imposed by creditors, grantors, or laws or regulations of other 
governments. The DiS1rict applies restricted resources when an expense is incuJt'ed :fQr purposes for which both 
restricted and unrestricted net assets are available. 

Operating RevenueJ and Expenses 

Operating revenues are those revenues that are generated directly from the primary activity of the proprietary 
funds. For the District, these revenues are primarily interfund inSU!'lll\ce premillllll;. Operating expenses are 
necessary costs incurred to provide-the good or service that is the primary activity of the fund. 

lnterfund Activity 

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/ expenses in 
the p_urchaser funds. Flows of cash or goods from one fund to another without a requirement for repayment are 
reported as interfund transfers. Intcrfund transfers arc reported as other financing sources/uses in governmental 
funds and after non-operatiIJ.g revenues/~s in proprietary funds. Repayments from funds responsible for 
particular expenditl!res/expenses to the funds that initially paid for them are not presented on the financial 
statements. 

Estimates 

The preparation of the financial statements in conformity with accowiting principles generally accepted in the 
United States of America requires marui,gement to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. Actual results may differ from those estimates. 
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Budgetary Data 

The.budgetary proc':65 is ~scribed by provisions of the California Education Cc;,de and requires the governing 
board t? hold a publ!c he;umg and a~opt an operating budget no later than July 1 of each year. The District 
l!?vemm~ boar? salisfied ~C;IC requirements. The adopted budget is subject to amendment throughout the year to 
give cons1derati?n to unanticipated revenue and expenditures primarily resulting from events unknown at the time 
of budget adoption with the legal restriction that expenditures cannot exceed appropriations by rnaior obiect 
account · ~ ·" 

'11:e _amounts ~o~ as the original budgeted amQU11ts in the budgetary statements reflect the amounts when the 
onginal appropnations were adopted. The amounts reported as the final budgeted amounts in the budgetary 
statements reflect the amounts after all budget amendments have been accounted for. 

Property Tax 

~ecured property taxes attach as an enforceable lien on.property as of January 1. Taxes are payable in two 
mstalhnents on November l and February 1 BI;ld become delinquent on December 10 and April IQ respectively 
Unsecured property taxes are payable in one installment on or befot'C August 31. The County of s:inta Clara bilis 
and collects the taxes on behalf of the District Local property tax revenues are recorded when received. · 

NOTE 2-CHANGES IN ACCOUNTING PRINCIPLES 

For the fiscal ;vear ended June 3~, 2~3, ~e District has implemented Governmental Accounting Standards Board 
(GASB) Statement No. 34, "Bas.Jc Fmanc1al Statemei:its - and Management's Discussion and Analysis - for State 
and Local Governments," GASB Statement No. 36, "Receipt Reporting for Certain Shared Nonexchange 
Revenues", GASB Statement No. 37, "Basic Financial Statements for State and Local Governments: Omnibus" 
?ASB Statement N~. 38, "Certain Financial Statement Note Disclosures", and GASB Statement No. 41, ' 
?3ud~etary Companson Schedul~s - P?1'5Pective Difference". As a. result, the financial statements for the first. 
time JI!clude 1_) a M~gemcnt D1scuss1on and Analysis (MD&A) section providing an analysis of the District's 
ovei:all financ1~ P?Sttion ~ results of operatio~, 2) financial statements prepared using full accrual ac<;oW1ting 
for all of the District's activities, and 3) a change .m the fund finantjal statements to focus on the major funds. 
These and other changes are reflected in the accompanying financial statements, including notes to financial 
statements. · 
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FREMONT UNION HIGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 3 - DEPOSITS AND INVESTMENTS 

Policies and Practices 

The District is considered to be an involUlltary participant in an external investment pool since the District is 
required to deposit all receipts and collections of monies with. their county treasurer (Education Code Section 
41001). In addition, the District is authorized to maintain deposits with certain financial institutions that are 
federally insured upto $100,000. 

The District is also authorized to make direct investments in local agency bonds, notes, or warrants within the 
state; U.S. Treasury instnunents; registered State wammts or trcasuiy notes; securities of the U.S. Government, or 
its agencies; bankers acceptances; commercial paper; certificates of deposit placed with commercial banks and/or 
savings and loan companies; repurchase or reverse repurchllse agreements; medium tcn:n corporate notes; shares 
of beneficial interest issued by diversified management companies, certificates of participation, o)>ligations with 
first priority security; and collateralized mortgage obligations. 

Deposits 

Cash at June 30, 2003, is presented below and categorized separately to give an indication of the level of risk 
assessment with each deposit: 

Bank Balance - Category "' 
1 3 Total 

Cash Qn hand and in banks $ 413,807 $ 909,421 $ 1,323,228 
Cash in revolving fund 13,259 13,259 
Cash with fiscal agent 4,012 4,012 

Total $ 431,078 $ 909,421 $ 1,340,499 

Oovermnental Proprietary Fiduciary 
Carrying Carrying Carrying 
Amount Amount Amount Total 

Cash Oil hand and in banks $' 33,577 $ $1,148,396 $ 1,181,973 
Cash in revolving fund 16,200 16,200 
Cash with fiscal agent 6,500 6,500 
Cash awaiting deposit 351,914 351,914 

$ 401,691 $ 6,500 $1,148,396 $ 1,556,587 

*These categories are as follows: 

Categocy 1: Insured or collateralizcd wi.th securities held by the District or by its agent in the District's name. 

Categocy 3: Uncollater:alized. This includes any bank ~lance that is collateralized with securities held by the 
pledging :financial institution, or by its trust department or agent but not in the District's name. 
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Investments 

The District's investments are categorized to give an indication of the level. of risk assumed by the District at 
year-end. Category l includes investments that are ~ or re~tered or for whic~ the se~urlties are held by _the 
District or its agent in the District's name. Category 2 mcludes unmsured and unregistered mvestments for which 
the counterparty' s trust department or agent in the District's name holds the securities. Category 3 includes 
uninsured and unregistered investments for which the securities are held by the financial i~itution's ~ 
department or agent but not in the district's name. Deposits with the County Treasury and mvestments m the 
State Treasurer's Investment Pool are not categorized because they do not represent securities. ~hich exi~ in 
physical or book entry form. The deposits with county treasury are recorded at cost and not acljusted to fair value, 
as the overall impact is not material. 

The investments at June 30, 2003 had reported and mir values as follows: 

Uncategorized: 
Deposits with county treasurer 
Less: deficit cash 

NOTE 4 - RECEIVABLES 

Reported in 
Governmental 

Funds 

$ 66,942,586 
{91,446) 

$ 66,851,140 

Reported in 
Proprietary 

Fund 

45,169 

45,169 

Ca!:rying 
Value 

$ 66,987,755 
{91,446) 

$ 66,896,309 

Fair 
Value 

$ 67,151,205 
(91,669) 

Receivables at June 3.0, 2003, consisted of intergovernmental grants, entitle)llents, interest and other local sources. 
All receivables are considered collectible in full. 

Capital County 

BuildiDg Facilities School :Nonmajor 

General Fund Fund Facilities Funds Total Proerietary 

Fedora! Government 
categorical aid $1,048,168 $ . s . s . s 51,227 S 1,099,395 s 

State Government 
Apportionment 161,869 157,211 319,080 

Categorical aid 866,298 866,298 

Lottery 577,229 577,229 

Other state 1,269 1,269 

Local Government 
Interest 69,326 101,035 1,953 133,842 31,561 337,717 328 

Other Local Sources 1,114,106 · 463,011 50,138 1,627,255 186,082 

l'otal $3,836,996 S 564,046 S 1,953 =-= S 133,842 S 291,406 S 4,828,243 S 186,410 

31 



·1 

1 
J 

FREMONT UNION IDGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

ReJated Party Receivable 

~ 2002, the District entered into an employment agreement with an officer of the District, which included an 
interest-free !~an for personal housing. The loan is not to exceed $450,000, and is payable on July 24, 2009. 
Pursuant to this agreement, the District has a note receivable of$450,00Q as of June 30 2003 which is secured by 
a deed of trust and is included In the Building Fund's Other Local Sources. ' ' 

NOTE .5 • CAPITAL ASSETS 

Capital asset activity for the fiscal year ended June 30, 2003, was as follows: 

Governmental Activities 
Capital Assets not being depreciated: 

Land 
Construction iµ Progress 
Total Capital Assets not being depreciated 

Capital Assets being depreciated: 
Buildings and Improvements 
Furniture and Equipment 

Total Capital Assets being depreciated 
Total Capital Assets 

Less Accumulated Depreciation: 
Buildings and Improvements 
Furniture and Equipment 

Total J\ccumulated Depreciation 
Governmental Activities Capital 

Assets, Net 

Balanc;e 
June 30, 2002 

$ 1,909,025 
39,488,659 
41,397,684 

63,597,872 
l,600,939 

65,198,811 
106,596,495 

652,815 
729,983 

1,382,798 

$105,213,697 
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Additions 

$ 

32,517,190 
32!517,190 

13,913,281 
60,323 

13,973,604 
46,4901794 

1,154,3~ 
159,474 

1,313,799. 

$45,176,995 

Deductions 

$ 

67,464 
67,464 
67,464 

48,556 
48,556 

$ 18,908 

Balance 
June 30, 2003 

$ 1,909,025 
72,005,849 
73,914,874 

77,511,153 
1,593,798 

79,104,951 
153,019,825 

1,807,140 
840,901 

2,648.041 

$150,371,784 

FREMONT UNION IDGH SCHOOL DISTRICT 
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JUNE 30, 2003 

Depreciation expense was charged to govcmmental i\lnctions as follows: 

Governmental Activ.ities 
Instruction 
Supervision of in$leti911 
Instructional library, iµedia, and technology 
School site administration 
Home-to-school transportation 
Food services 
All other pupil services 
Data processing 
All other general administration 
Enterprise 
Ancillary Services 

Total Depreciation Expimses Governmental Activities 

NOTE 6-INTERFUNDTRANSACTIONS 

lnterfund Payables/Recelvables (Due Toipue From) 

$ 873,241 
31,661 
28;273 

143,492 
15,186 
37,103 
54,524 
10,998 
95,787 
22,225 

1,309 
$ 1,313,799. 

Interful)d receivable and payable balances at June 30, 2003, between major and nonmajor governmental funds, 
and proprietary fund are as follows: 

Due From . ] 

Capital Nonmajor 
General Building Facilities Governmcnml Prl)l)r:ielarv ·Total 

General $ s 34,999 $ - $ 134,318 $ 169,302 $ 338,619 
Building 1,258,667 40,583 1,299,250 

~ Capital Facilities 5,970,000 5,970,000 
g CoUllty School Fae~ 5,480,000 5,480,000 
Q Nonmajor gQvermnentai 589,910 736 590,646 

Proprietary 75,630 75,630 

Total $1~24~07 $ 61004,999 $514801000 $ 1751637 $ 169~02 $13a754114S 

All balances resulted from the time lag between the date that (1) interfbnd goo.ds and services are provided or 
reimbursable expenditures occur, (2) transactions arc recorded in the accounting system, and (3) paymeiµs 
bef:\\1cen funds are made. 
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Operating Transfers 

Interfund transfers for the year ended June 30, 2003, consisted of the following: 

Transfer To 
General 
Building 
County School Facilities 
Proprietary 

Total 

General 
s -

1,200,000 

75,630 
$ 1,275,630 

Transfer from 
Capital Nonmajor 

Facilities Governmental 
$ - s 376,553 

5,480,000 

$ 5,480,000 $ 3761553. 

ProprietaJY 
$ 173,532 

$ 173,532 

The General fund transferred lottery dollars and tutorial fees to the Ad11lt Education fund. 
The General fund transferred to the Cafeteria fund for support. 
The General fund transferred to the Self-I11s11rance fund for support. 
The Building fund transferred lease revenu.es to the General fund. 
The County School Facilities fu.nd transferred expenditures to the Capital Facilities fund. 
The Self-Insurance fund transferred to the General fund for excess in-district premiums. 

Total 

Total 
s 550,085 

1,200,000 
5,480,000 

751630 
$ 7,305,715 

$ 48,003 
328,550 
173,532 

1,200,000 
5,480,000 

75,630 
$ 7,305,715 

The Capital Facilities fund received $5,480,000 from the County School Facilities fund for the purpose of funding 
expenditures for capital outlay related to facilities expansion. The Capital Facilities fund will repay the County 
School Facilities fund from future receipts of impact fees. 

NOTE7-ACCOUNTSPAYABLE 

Accounts payable at June 30, 2003, consisted of the following: 

Nonmajor 
General BuildinB; Governmental Total Pro2rie~ 

VendQrpayables $ 1,507,326 $ 1,117,178 $ 50,897 $ 2,675,401 $ 172,396 
Salaries and benefits 793,989 724 78,502 873,215 
Other significant payables 99,706 99,706 
Other payables 1,030 3,738 4,768 

Total $ 2,402,051 $ l,117,902 $ 133,137 $ 3,653,090 $ 172,396 
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NOTE 8-DEFERRED REVENUE 

Deferred revenue at June 30, 2003, consists of the following: 

Federal financial assistance 
State categorical aid 
Other local 

Total 

NOTE 9-1.,0NG-TEBM LIABILITIES 

Long-Term Liabilities Summary 

General 
$ 172,705 

2,681 
23,839 

$ 199,225 

$ 

$ 

Nonmajor 
Buildini Governmental Total 

$ 3,938 $ 176,643 
14,024 16,705 

91,611 59,463 174,913 
91,611 $ 771425 $ 368,261 

The changes in the District's long-term obliS\ltioµs during the year consisted of the following: 

General obligation bonds 
Compensated ab$ences 
Arbitrage liability 

Balance 
July 1,2002 
$92,630,000 

813,134 
883,695 

$94,326,829 

Additions 
$44,000,000 

173,935 

$44,173,935 

Deductions 
$1,805,000 

111,266 
$ 1,916,266 

Balance 
June 30, 2003 
$134,825,000 

987,069 
772,429 

$136,584,498 

Due in 
One Year 

$ 915,000 

772,429 
$ 1,687,429 

Payments on the General obligation bonds are made by the Bond Interest and Redemption Fund with local 
revenues. Compensated absences will be paid by the fund for which the employee worked. Payments on the 
arbitrage liability is made by the Building Fund.· 

Bonded Debt 

The outstanding general obligation bonded debt is as follows: 

Bonds Bonds 
Issue Maturity Interest Original Outstanding Outstanding 
Date Date Rate Issue Jull'.1,2002 Issued Redeemed June 30, 2003 

7-1-98 9-1-22 4.1-7.0% $40,000,000 $33,800,000 s - $1,200,000 $ 32,600,000 
11-1-00 9-1-25 4.5-12.0% 60,Q00,000 58,830,000 605,000 58,225,000 
7-1-02 9-1-26 ~.125-5.0% 44,000,000 44,000,000 44,000,000 

$92,630,000 $44,000,000 $1,805,000 $134,825,000 
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FREMONT UNION HIGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Debt Service Requirements to Maturity 

The bonds mature through 2028 as follows: 

Fiscal Year 
2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 
2019-2023 
2024-2028 

To~I 

Accumulated Unpaid Employee Vacation 

Principal 
$ 915,000 

l,830,000 
2,015,000 
2,390,000 
3,005,000 

21,760,000 
28,825,000 
37,005,000 
37,080,000 

$ 134,825,000 

Interest to 
Maturity 

$ 6,663,756 
6,612,960 
6,545A91 
6,467,449 
6,361,171 

29,024,289 
22,784,825 
~4,436,625 
3,906,062 

$102,802,628 

Total 
$ 7,578,756 

8,442,960 
8,560,491 
8,857,449 
9,366,171 

50,784,289 
51,609;825 
51,441,625 
40,986,062 

$237,627,628 

The long-term portion of accumulated lDlpaid employee vacation for the Distriot at June 30, 2!)03, amounted to 
$987,069. 

Arbitrage liability 

This liability represents the excess interest income ~ed by the District from the proceeds of its general 
obligation bond issue over the current amount allowed by ms regulations. The excess interest earned must be 
rebated to the government no later than 5 years from the date of issuance. Additional calculations wm be required 
aIU1ually to update the actual amount of the liability due. The recorded liability covers the period.through July 16, 
2003. The District must make payment by September 2003. The liability amount is reflected as a component of 
designated fund balance in the building fund. . · 

NOTE 10-POST·EMPWYMENT BENEFITS 

The Di~ct makes available retirement health benefits to eligi'ble employees. Annually, the District transfers to 
the Retiree Benefits Fund the full cost of retiree health benefits for the previous year's retirees. The projection is 
not actuarially determined and is based on the actual benefit costs for current participants only. At June 30 2003 
there were 164 retirees participating, and the Plan's net assets available for future benefit payments were ' · ' 
$4,268, 138. For the year ended June 30, 2003, the district had $1,203,204 in expenditures for post-retirement 
health care benefits. The outstanding benefits portion totaled SS,135,809 at June 30, 2003. This amount was 
calculated based on the nwnber of retirees receiving benefits multiplied by the yearly benefit amount in effect at 
June 30, 2003. · 
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In accordance with the Fremont Education Association contract agreement, the District shall make available to 
eligible ~g_ certificated members certain retirement options. The eligibility requirements for all retirement 
options are: a candidate ~t have a minimum often (10) years of service (minimum 75 percent duty days) in the 
District, must be at least fifty-five (55) years of age; and must be receiving a retirement allowance from the State 
Employee Retirement System. The retiring employee has the option of ~ve years of fully paid health benefits for 
the retiree and spouse or the option of working to earn up to $9 ,000 per year for five years and, if desired, paying 
for five years of health benefits. 

In accordance with the California School Employees Association contraot agreement, the Distriot shall Il1&ke 
available to eligible retiring classifi~d members certain retirement options. The eligibility requirements for all 
retirement options arc: a candidate must have a minimum often (10) years of service (minimum 75 percent duty 
day.s) in the District in classified service; must be at least fifty-five (55) years of age; and must be ,;eceiving a 
retirement allowance from the Public Employees Retirement System. The retiring employee is eligible for five 
years of fully paid health benefits for retiree and spouse. 

In accordance with the Board policy manual, the District shall make available to eligible retiring supervisory and 
confjdential employees certain retirement options. The eligi'bility requirements for all retirement options are: a 
candidate must have a minimum often (10) years of consecutive service (minimum 75 percent duty days) in the 
District and be at least fifty-five (55) years of age. The qualified supervisory or confidential employees ll.lBY 
select one of two options. The first option is to ~eive health benefits totaling $33,000 over a period not to 
exceed ten (10) years from the date of retirement with no more than $6,600 contributed in a ~cal year. The 
second option is to receive eighty percent (80 percent) of the $6,600 annually available for health benefits for no 
more than five (5) years or until the retiree's sixty-fifth ( 65~ birthday. 

In accordance with the Board poliey manual, the District shall make available to qualified management team 
employees certain retirement options. The eligibility requirements for all retirement options are: a candidate must 
have a minimum offive (5) years of administrative service (minimum 75 percent duty days) in the District, of 
which the three prior to retirement must be served as an administrator, and must be at least fifty.five (55) years of 
age. The qualified management team employee may select one of two options. The first op.tion is to receive 
health benefits totaling $33,000 over a period not to exceed ten (I 0) years from the date of retirement with no 
more than $6,600 contnliuted in a fiscal year. The second option is to receive eighty percent (80 percent) of the 
$6,600 annually available for health benefits for no more than five (5) years or until the retiree's sixty-fifth (65u.:> 
birthday. With Board app!!>val, participants may work 22 days per year for a maxmnnn of five (5) years, for and 
additional five (5) years of fully paid health benefits for retiree and spouse. 
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NOTEll-FUND~ALANCES 

Fund balances with reservations/designations are composed of the following elements: 

County 
Capital School "!onmajor 

Oenern! Building Facilities Facilities Governmental 

R=icrved 
Revolving cash s IS,000 s - $ - s - s 1,200 

Stores inventory 53,240 
Prepaid expenditures 3,401 
Restrictc4 ))!Qgrams 8)4,055 
Other receivable 450,000 

Total Reserved 832,456 450.000 54,44-0 

Unreserved 
Designated 

Economic uncer!Jlinties 2,139,299 1,129,125 
Other designation l,384,932 9,SOS,704 2,547 25,117,722 5,728,768 

Total Designated 3,524,231 9,505,704 2,547 25,117,722 6,857,893 
Undesignatcd 365,433 6,147,972 4,804,294 

Total Unreserved· 3,889,664 15,653,676 2,547 25,117,722 11,662,187 
Total $ 4,722,120 S 16, 103,676 S 2,547 

==-
li 25,117,722 s 11,716,627 

NOTE 12-RISKMANAGEMENT 

Property and Liability 

Total 

s 16,200 
53,240 
3,40) 

814,055 
450,000 

1,336,896 

3,268,424 
41,739,673 
45,008,097 
11,317,699 
56,325,796 

S 57,662,692 

ThePistrict is exposed to variqus risks of loss related to torts; theft of, damage to, and destruction Qfassets; errors 
and omissions; injuries to employees and natural disasters. During fiscal year ending June 30, 2003, the District 
participated in the Northern California Regional Liability Excess Fund public entity risk pool for excess liability 
coverage. Settled claims have not exceeded this commercial coverage in any of the past three years. There has. 
not been a significant reduction in coverage from the prior year. 

Workers' Compensation 

The District participates in the State Compensation Insurance Fund for the workers' compensation coverage. 
Coverage provided 'by the State Compensation Insurance Fund for workers' compensation is as follows: 
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Insurance Program I Company Name 

Workers' Compensation Program 
State Compensation Insurance Fund 

Property and Liability Program 
SAFER 

RcLIBF 

SELF 

Hartford 

Claims Liabilities 

TY)Je of Coverage 

Workers' Compensation 

Property and Liability 

Property and Liability 
Boiler & Machinery 

Property and Liability 

Crime 

Limits 

Stat.e of California 
Statutory Limits 

$ 144, 750,000,000 

$ 10,250,000 
$ 25,000,000 

$ 10,000,000 

$ 2,000,000 

The District records an estimated liability for Workers' Compensation claims filed prior to March 1, 1996. 
Claims liabilities are based on estima.tes of the ultimate cost of reported claims (including future claim adjustment 
expenses) and an estimate for claims inCUil'Cd, but not repcrted b.ased on historical experience. 

Unpaid Claims Liabilities 

The Self-msurnnce fund establishes a liability for both reported and unreported events prior to March 1, 1996, 
which includes estimates Qfboth future payments oflosses and related claim adjustment expenses. The following 
represent the changes in approximate aggregate liabilities for the District from July 1, 1998, to June 30, 2003: 

Liability Balance, July 1, 2001 
Claims and changes in estimates 
Claims payments 

Liability Balance, July 1, 2002 
Claims and changes in estimates 
Claims payments 

Liability Balance, July 1, 2003 
Assets available to pay claims at June 30, 2003 
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$ 206,525 
1,048,552 
1,090,033 

165,044 
826,399 
832,088 

$ 159,355 
$ 210,833 
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NOTE 13-EMPLOYEE RETJREl'dENT SYSTEMS 

Qua)ified employees are covered under multiple-employer contnbutory retirement plans maintained by agencies 
of the State of Califomia. Certificated employees are members of the State Teachers' Retirement System (STRS) 
and classified employees are members of the Public Employees' Retirement System (PERS), 

STRS 

Plan Description 

The District contribqtes to the California State Teachers' Retirement System (STRS); a cost-sharing multiple
employer public employee retirement system defined benefit pension plan administered by STRS. The plan 
provides retirement and ilisability benefits and survivor benefits to beneficiaries. Benefit provisions are 
established by State statutes, as legislativety amended, within the State Teachers' Retirement Law. STRS issues a 
~lll'8te comprehensive annual financial report that includes financial statements and required supplementary 
infonnation. Copies of the STRS annual financial report may be obtained from STRS, · 
7667 Folsom Blvd., Sacramento, CA 95826, 

Funding Polley 

Activeplan members are required to con1n"bute 8.0 peroent of their salary and the District is required to contnbute 
an actuarially determined rate. The actuarial methods and assumptions used for determining the mte are those 
adopted by STRS Teachers' Retirement Board. The required employer contnbution rate for fiscal. year 2002-2003 
was 8.25 percent ofannual payroll. The cQntribution requirements of the plan members an: established by State 
statute. The District's contnbutions to STRS for the fiscal years ending June 30, 2003, 2002, and 2001, were 
$2,993,946, $2,760,820, and $2,641,323, respectively, and equal 100 percent of the required contnbutions for 
each year. 

PERS 

Plan Description 

The District contributes to the School Employer Pool under the California Public Employees' Retirement System 
(CalPERS); a cost-sharing multiple-employer public employee retirement system defined benefit pension plan 
administered by CalPERS. The plan provides retirement and disability benefits, annual cost-of-living 
adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by State 
statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS issues a separate 
comprehensive annual financial report that includes financial statements and required supplementary information. 
Copies of the CalPERS' annual financial report may be obtained from the CalPERS Executive Office, 400 P 
S~t, Sai;ra.mento, CA 95814. 

Funding Policy 

Active plan members are required to contnbute 7 .0 percent of their salary and the District is required to contribute 
an actuarially determined rate. The actuarial methods and assumptions used for determiiling the rate are those 
adopted by the CalPERS Board of Administration. Tµe required employer contnbution rate for fiscal year 2002-
2003 was 2.894 percent of annual payroll (decreasing to 2.771 percent of pay under a special funding situation 
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effective with the January 2000 payroll period due to the State's direct reimbursement to CalPBRS of the cost for 
certain legislated benefit increases in the plan). The contnbution requirements of the plan members are 
established by State .sta.tutc, The District's contributions to CalPERS for the fiscal years ending June 30, 2003, 
2002·, and 2001, were $1,083,146, $639,249, and $566,639, respectively, and equal IQO percent of the required 
contributions for each ~ar. The payments noted above represent employee contribution amounts paid by the 
District on behalf of their emoloyees. 

Other Information 

Under STRS law, certain early retirement incentives require the employer to pay the present value of the 
additional benefit which may be pai4 on either a current or deferred basis. The District has no obligations to 
STRS. 

On Behalf Payments 

The State of California makes contributions to STRS and PERS on behalf of the District. Th!)Se payments consist 
of State General Fund contributions to STRS in the amount of$1,659,715 (4.475 percent of salaries subjec~ to 
STRS) and $11,23 7 (.092 percent of salaries subject to PERS). Under accounting principles generally accepted in 
the United States of America, these amounts are to be reported as revenues and expenditures, however, guidance. 
received from the California Department of Education advises local educational agencies not to record these 
amounts in the Annual Financial and Budget Report. These amounts have been recorded in these financial 
statements. 

NOTE14-COMMITMENTSANDCONTINGENC1ES 

Grants 

The District received financial assistance from Federal and State agencies in. the form of grants. The 
disbursement offimds received under these programs generally requires compliance with terms and conditions 
gpecified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed claims 
resulting from such auilits could become a liability of the general fund or other applicable funds .. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial po.sition of the District.at June 30, 2003. 

Litigation 

The District is involved in various litigation arising from the nonnal course of business. In the opinion of 
management and legal counsel, the disposition of all litigation pending is not expected to have a matetjal adverse 
effect on the overall financial position of the District at June 30, 2003. 

Internal Revenue Service Audit 

The Internal Revenue Service is in the process of conducting an audit of the District's issuance of Tax and 
Revenue Anticipation Notes in 2000. In the opinion of management, it is not likely that there will be a material 
adverse !::ff'ect on the o~ financial position of the District at June 30, 2003 as a result of this audit. 

41 

~~---------------------------· 



l 
] 

FREMONT UNION ffiGH SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Construction Commitments 

As of June 30, 2003, the District had the following commitments with respect to the unfinished capital projects: 

CAPITAL PROJECT 
Cupertino High new science Package A and Package :S 
Cupertino High gym and locker 
Cupertino High auditorium and fieldhouse 
Fremont High cafeteria (,Phase I) and main gym (phase ll) 
Fremont High main gym roof 
Fremont High courtyard beautification 
Fremont High main building phase lC 
Fremont High art building 
Fremont High bleachers building B 
Fremont High libnuy 
Homestead High bid package 4 
Homestead High bid packages 
Hom~stead High bid package 8 
Homest~d High bid package 9 
Lynbrook High wings 00, 30, SO, 60 
Lynbrook High new fieldhouse, gym and cove buildings 
Lynbrook High cogeneration 
Monta Vista High site utilities and buildings S, 6, 7 
Monta Vista.High gym and classrooms 
Monta Vista buildings 11, 12, 13, VAPA 
Monta Vista High tennis courts 
Monta Vista High pool 
Site restoration - various sites 
Cupertino and Lynbrook High cafeteria 
Cupertino and Homestead High aquatic complex 
Cupertino and Lynbrook High lockers 
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Remaining 
Construction 
Commitment 

. $ 406,787 
1,814,084 

762,507 
182,385 
ss,soo 

244,610 
1,508,347 

671,355 
33,000 

238,500 
351,313 
530,188 

1,794,084 
234,608 
550,000 
658,027 
195,000 
500,000 

1,690,555 
700,000 
60,000 
14,500 
98,985 

997,000 
480,116 
136,000 

$ 14,907,451 

Expected 
Date of 

Completion 
May2004 
June2004 
May2004 

March2004 
June2004 
June2004 
July2004 
July2004 

March2004 
March2004 
June2004 
June2004 

August2004 
March2004 
March2004 
March2004 
July2004 
June2004 
1une2004 
June2004 

March2004 
June2005 

March2004 
June2004 

March2004 
January 2004 
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NOTE 15 • PARTICIPATION IN PUBLIC ENTITY RISK POOLS~ JOINT POWER 
AUTHORITIES 

The District is a member of the Institute of Computer Technology (ICT) joint powers authority (JPA), the 
Northern Califomia Regional Liability Excess Fund and the Schools Excess Liability Fund public entity risk pool. 
The relationships between the District, the pools and the JP A are such that they are not component units of the 
District for financial reporting P\11'POSes, 

These entities have budgeting and financial reporting requirements independent of member units and their 
financial statements are not presented in 1hese financial statements; however, fund transactions between the 
entities and the District are included in these statements. Audited financial statements are available from the 
respective entities. 

.A. Entity Scho.ols Excess Northern Califomia Institute of 
Liability Fund Regional Liability Computer 

Excess Fund Technology 

B. Purpose Provide excess Property and Supplemental 
insurance liability insurance computer educatiop 

C. Participants. Other California Various school Various school 
school districts districts and ~unty districts and county 

offices offices 

D. Governing Board One representative One representative 
member from each member from each 

district district 

E. Condensed Au41.ted Financial Information Follows 
June 30, 2002• June 30, 2002* Jme 301 2002* 

Assets $ 112,124 $ 22,106,566 $ 9,193,439 
Liabilities 64,484 15,267,217 638,937 

Fund Equity $ 47,640 $ 6,839,349 $ 8,554,502 
Revenues 25,829 19,767,657 9,793,698 
Expenses 11,023 16,644,047 12,924,201 

Net Increase (Decrease) in Fund Equity $ 14,806 $ 3,123,610 $ {3,130,5032 

F. Payments for the Current Year 9,923 $ 327,393 .. s:z:====="" 

* Most recent infomiation available. 

None of the JP A's had long-tenn debts outstanding atJune 30, 2002. The District's share of year-end assets, . 
liabilities, or fund equity has not been calculated. 
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NOTE 16-TAX AND REVENUE ANTICIPATION.NOTES 

At July I, 2002, the Dist;rict had Tax and Revenue Anticipation Notes outstanding of$10,360,000 which matured 
on July 2, 2002. On July 2, 2002, the District issued $10,360,000 Tait and Revenue Anticipation Notes bearing 
interest at 2.99 percent. Interest and principal were due and payable on June, 2003. By May, 2003, the District 
bad placed 100 percent of principal and interest in an irrevocable trust for the ~ole purposo of saris~ the notes. 
The District was not required to make any additional payments on the notes. 

NOTE 17 • SUBSEQUENT EVENTS 

The District issµed $9,000,000 of Tax And Revenue Anticipation Notes dated July l, 2003. The notes mature on 
June 30, 2004 and yield 1.50 percent intei:est. The notes were sold to supplement cash flow. Repayment 
requirements are that a percentage of principal and interest be deposited wi1h the Fiscal Agent each month 
beginning Januacy 31, 2004, until 100 percent of principal and interest due is on account on.June 30, 2004. 

NOTE IS-FACILITIES LEASES 

The District has several lease agreements for the lease-of unused school facilities. The minimum l<;aSe reVetlue to 
l1e received based upon existing rates and options to renew, and including only those terms known to be 
guaranteed, is shown below. 

Year Ending 
June 30, 

2004 
2005 
2006 
2007 
2008 
Total 

NO.TE 19- DEFERRED STATE APPORTIONMENTS 

Minimwn Lease 
Revenue 

$ 2,592,497 
2,670,272 
2,750,380 
2,832,891 
2,917,878 · 

$ 13,763,919 

As part of its plan to address the budget crisis facing the State of California, Senate Bill (SB) Xl 18 (the Bill) was 
signed into law during the year ended June 30, 2003. The provisions of the Bill significantly altered funding for 
California local educational agencies (LEAs). The Bill, among other things, shifted the appropriation for and the 
payment of the June 2003 principal apportionment for the general and adult funds into the 2003-04 fiscal year. 
The Bill allowed J,.EAs to recognize for budgetary and financial reporting purposes any amount of state 
appropriations deferred from the current fiscal year and appropriated from the subsequent fiscal year for payment 
of cmrent-year costs as a receivable in the current year. In addition, Assembly Bill 2781 deferre4 the 2002-03 
appropriations for the Home-to School Transportation, School Improvement, Targeted Instructional Improvement, 
and Supplemental Grant programs into the 2003-04 fiscal year. Exclusion of the apportionments would have 
resulted in a decrease in receivables, revenue and available reserves of $287 ,931. 
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GENERAL AND FINANCIAL INFORMATION 
Introduction 

The Los Altos School District (the "District") provides educational services to residents of the Cities 
of Los Altos and Los Altos Hills, the southern portion of Mountain View, and certain unincorporated areas 
between the Cities of Los Altos and Palo Alto in Santa Clara County. The District serves a population of 
approximately 38,872. 

The District operates six elementary schools (K - 6) and two middle schools (7 -8). 

The District's 2003/04 pupil-teacher ratios are 19:1 for grades K-3, 27:1 for grades 4-6, and 26:1 for 
grades 7-8. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in alternate slates. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Dr. Margaret Gratiot has served in this capacity since 1987. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

LOS ALTOS SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year Average Daily Attendance<•> 

2000/0J(b) 
2001/02(b) 
2002103(b) 
2003/04(c) 
2004/05 

<•> Includes grades K-8, home and hospital, special education, and extended year program. 
(b) Audited Financial Statements. 
(c) Estimated- Second Interim Report adopted on March 15, 2004. 
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3,933 
3,943 
3,978 
3,873 



Labor Relations 

The District employs 232 full-time equivalent certificated and 119 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

Labor Organization 

California School Employees Association 
Los Altos Teachers Association 

(a) Negotiations pending. 

Source: The District. 

Investment of District Funds 

LOS ALTOS SCHOOL DISTRICT 
Labor Relations 

Number of Employees 
In Organization 

119 
243 

Contract Expiration Date 

June 30, 2003t•l 
June 30, 2004 

Substantially all District operating funds are held by the Santa Clara County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX E-SANTA CLARA COUNTY -COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in AD.A. The District may become a basic aid district in fiscal year 2003/04, and is 
expecting to be a basic aid district in fiscal year 2004/05. See "GENERAL SCHOOL DISTRICT 
INFORMATION- State Funding of Education" and "-Average Daily Attendance" herein. 
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(a) 

(b) 

(c) 

Fiscal Year 

2000101(•) 
2001102<•) 
2002103<•) 
2003/04(b) 
2004/05(b) (c) 

Audited Financial Statements. 

LOS ALTOS SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$16,445,172 
17,365,728 
17,989,980 
18,055,690 
18,420,007 

Second Interim Report adopted on March 15, 2004. 
Assumes Basic Aid Status. 

Percent of General Fund Revenues 

57.98% 
56.87 
62.30 
55.47 
55.95 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects a reduction of four full-time equivalent certificated and a reduction often full
time equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated salary 
increase for certificated employees, and a 0% negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to increase by 1.27% in the 2004/05 fiscal 
year. 

(a) 

(b) 

Fiscal Year 

2000/01 (a) 

2001/02 (a) 

2002/03 (a) 

2003/04(b) 
2004/05(b) 

Audited Financial Statements. 

LOS ALTOS SCHOOL DISTRICT 
Salaries and Benefits 

Revenue Limit Income 

$24,040,110 
26,871,452 
26,207,863 
27,778,365 
28,130,824 

Second Interim Report adopted on March 15, 2004. 
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88.17% 
86.97 
86.73 
83.46 
86.23 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

LOS ALTOS SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 2001/02 (a) 2002/03 (a) 2003/04 (b) 2004/05 (b) 

Revenues 

Revenue Limit Sources: $18,055,690 $18,420,007 

State Aid $ 902,998 $ 874,513 $ 691,476 

Property Taxes 15,542,174 16,491,215 17,298,504 

Federal Revenue 485,634 549,983 565,591 963,515 981,243 

Other State Revenue 5,280,525 4,254,711 3,469,580 3,164,958 3,114,636 

Other Local Revenue 6,154,585 8,364,403 6,853,513 10,367,859 10,405,078 

Total Revenues 28,365,916 30,534,825 28,878,664 32,552,022 32,920,964 

Expenditures 

Certificated Salaries 14,882,144 16,291,203 15,930,727 16,637,987 16,790,831 

Classified Salaries 4,329,901 4,730,173 4,239,552 4,518,449 4,627,577 

Employee Benefits 4,828,065 5,850,076 6,037,584 6,621,929 6,712,416 

Books and Supplies 724,626 999,142 685,546 1,072,591 1,068,440 

Services, Other Operating Expenses 2,356,618 2,677,186 3,029,870 4,030,509 3,954,479 

Capital Outlay 144,305 345,649 293,493 396,385 391,138 

Other Outgo 0 2,917 0 5,000 5,000 

Other 0 0 0 0 (925,000) 

Total Expenditures 27,265,659 30,896,346 30,216,771 33,282,852 32,624,881 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 0 1,568,183 331,008 0 0 

Interfund Transfers Out I Other Uses (135,714) (29,489) 0 0 0 

Total Other Financing Sources/(Uses) (135,714) 1,538,694 331,008 0 0 

Excess of Revenues Over (Under) Expenditures 964,543 1,177,173 (1,007,099) (730,829) 296,083 

Beginning Fund Balance 595,475 1,560,493 2,737,666 1,730,567 999,738 

Prior Year Adjustments 475 0 0 0 0 

Ending Fund Balance $1,560,493 $2,737,666 $1,730,567 $ 999,738 $1,295,821 

(a) Audited Financial Statements. 
(b) Second Interim Report adopted on March 15, 2004. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $6,000,000 in tax and revenue 
anticipation notes due June 30, 2004. The notes are general obligations of the District secured and payable 
from general fund revenues received during, or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "LOS ALTOS 
SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Subsequent to the date of the Audited Financial Statements, June 30, 2003, the District issued 2003 
General Obligation Bonds (Election of 1998, Series C) in the amount of$8,000,000 on October 1, 2003. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.22 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

Projected Beginning Cash Balance, July 1, 2004 

LOS ALTOS SCHOOL DISTRICT 
Note Coverage Ratio 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less: Projected 2004/05 Disbursements (Excluding Note Proceeds) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

Other District Funds 

$ 1,122,168 

39,357,943 

(32,624,881) 

$ 7,855,230 

$ 6,436,979 

1.22: 1 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES-Other District Funds" herein. 
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Special Revenue Funds 
Deferred Maintenance 

Capital Project Funds 
Building 
Capital Facilities 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

Audited Financial Statement. 

LOS ALTOS SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, 
Balance<•) 

$ 862,529 

25,348,817 
84,058 

25,432,875 

$26,295,404 

June 30, 2004, 
Estimated Balance(hl 

$ 724,684 

8,300,285 
45,558 

8,345,843 

$9,070,527 

(a) 

(h) 

(c) 
Second Interim Report adopted on March 15, 2004. 
The District. 

Cash Flows 

June 30, 2005, 
Estimated Balance<c) 

$ 907,378 

3,600,000 
7,058 

3,607,058 

$4,514,436 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Los Altos School District 
Gfax and Revenue Anticipation Notes 

EXHIBIT I 
ID\CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

Juir August Sel!tember October November December January Februa!2'. March A(!ril Mal June Total 
Beginning Cash p !JI • ~ ;JI .. - " ~ • ' JI p 

Receipts 

Revenue Limit: Property Tax 102,110 4,358 75,743 1,504,718 1,351,702 4,862,971 2,176,882 500,000 500,000 1,000,000 5,150,510 498,644 ;II 
Revenue Limit: State Aid 165,727 99,178 132,453 132,453 0 0 52,981 (254,741) 0 0 0 0 • Other Receipts 664,379 234,570 328,129 487,026 138,076 911,960 4,694,459 575,000 575,000 3,875,000 2,075,000 233,072 ,. 
Note Proceeds 6,032,444 0 0 0 0 0 0 0 0 0 0 57,306 ffB 
Total Receipts IJI II II 11 • :fl fl& II ,JI !JI JI ID ffl 

Disbursements 

Salaries and Benefits 1,036,991 631,869 2,574,703 2,607,786 2,623,370 2,595,246 2,614,238 2,618,833 2,618,833 2,618,833 2,618,832 2,618,831 ~ 
Other Disbursements 852,280 440,093 298,666 529,468 413,910 165,251 542,294 465,000 515,000 515,000 500,504 416,559 • Note Payment Pledge 0 0 0 0 0 0 2,400,000 0 0 2,400,000 1,289,750 0 ffB 
Total Disbursements If. • ~ JI ~ ;JI $ JI • $ jJI ~ l!I 

Net Increase/Decrease ;IB GJ (~ (,II (II ~ • G1' (;$ (ffl ill Gii (Ill , 
Ending Cash IJI • ;Jj JI .. - al 'YI • ' JI ,. • 
EXHIBIT II 
IIPROJECTED CASHFLOW 
GENERAL FUND 

Juli August Se(!tember October November December January Februa!2'. March Al!ril May June Total 
Beginning Cash ,. Ill ,. JI • "' JI • ;JI !B II ;JI ,. 
Receipts 

Revenue Limit: Property Tax 100,000 5,000 75,000 1,500,000 1,200,000 5,000,000 2,500,000 500,000 500,000 1,200,000 5,000,000 505,337 Jfl 
Revenue Limit State Aid 19,683 39,366 26,244 26,244 26,244 26,244 26,244 48,134 24,067 24,067 24,067 24,067 " Other Receipts 514,175 267,500 210,000 435,000 188,000 814,000 4,335,000 550,000 550,000 3,790,000 1,950,000 897,282 • Note Proceeds 6,333,937 0 0 0 0 0 0 0 0 0 0 103,042 "' Total Receipts Ill Jl JI • • ~ ~ • • ~ IJJ • ,. 

Disbursements 

Salaries and Benefits 1,025,294 621,339 2,553,233 2,586,290 2,602,090 2,573,533 2,591,837 2,596,442 2,596,442 2,596,442 2,596,441 2,596,440 • Other Disbursements 657,075 393,827 579,591 501,562 377,792 195,424 424,246 410,839 446,820 436,820 423,489 241,572 ,. 
Note Payment Pledge 0 0 0 0 0 0 2,500,000 0 0 2,500,000 1,436,979 0 "' Total Disbursements • • JI JI ~ JI • JI JI ljll jJ) JI • 

Net Increase/Decrease ,. (gt c. (,II <• JI • (,lJ (8 (,J ;,. (3 JI 

Ending Cash Ill • ;JI • "' ;J1 • ;JI !B II ~ • • 
Note: Beginning cash includes cash balance from Special Reserve Fund. -
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The Honorable Board of Trustees 
Los Altos School District 
Los Altqs, California 

INDEPENDENT AUDITOR'S REPORT 

We have audited the accompanying financial statements of thei governmental activities, each major fund and 
the aggregate remaining fund information of the Los Altos School District, as of and for the year ended June 
30, 2003, which collectively comprise the district's basic financial statements, as listed in the table of 
contents. These financial statements are the responsibility of the Los Altos School District's management 
Our responsibility is to express an opinion on these financial statements ba.scd 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 Sp,ndards, 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 of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statetnents. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, except for the effects of the. matter discussed in the preceding paragraph, the financial 
statements referred to above present fairly, in all material respects, the financial position of the governmental 
activities, each major fund and the aggregate remaining fund information of the Los Altos School District at 
June 30, 2003, and the respective changes in financial position for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 

As. discussed in note 1 of the notes to the basic financial statements, the District adopted the provisions of 
Government Accounting Standards Board Statements No. 33, Accounting and Financial Reporting of 
Nonexchange Transactions,. No. 34, Basic Financial Statements - and Management Discussion and Analysis 
- for State and Local Governments, No. 37, Basic Financial Statements - and Management Discussion and 
Analysis - for State and Local Governments: Omnibus, No. 38, Certain Financial Statement Note 
Disclosures, and Intei:pretation No. 6, Recognition and Measurement of Certain LiabUities and Expenditures 
in Governmental Fund Financial Statements, effective J\J]y l, 2002. 

In accordance with Government Auditing Standards, we have also issued a report dated October 24, 2003 on 
our consideration of the District's internal control over financial reporting and our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this 
report in considering the results of our audit. 

Los. Altos School District 

Financial Section Comprehensive Annual Flnanclal R.eporc 

The Management's Discussion and Analysis on pages 3 through 13 are not a required part of the basic 
financial statements, but is supplementary information required by the Governmental Accounting Standards 
Board. We have applied certain limited procedures, which consisted principally of inquiries of management 
regl!l'ding the methods of measurement and presentation of the supplementary information. However, we did 
not audit the information and express no opinion on it. 

Our audit was conducted for the purpose of forming an opinion on the financial .statements that collectively 
comprise Los Altos School District's basic financial statements. The combining and individual fund financial 
statements and schedules listed in the table of contents are presented for purposes of additional analysis and 
are not a required part of the basic financial statements of Los Altos School District. The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as reqqired by U. 
S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations, and is not a required part of the basic financial statements of Los Altos Schoo] District. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken 
as a whole. 

October 24~ 2003 

Redwood City, California 

2 Los Altos School District 
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Financial Section 

The discussion and analysis of Los Altos School District's financial performance provides an overview of the 
district's financial activities for the fiscal year ended June 30, 2003 (fY 2003). The intent of this discussion 
and analysis is to look at the district's financial performance as a whole. Resders should also review the basic 
financial statements along with the notes to these statements to enhance their understanding of the district's 
financial performance. 

Financial mgblights 

Key financial highlights for FY 2003 are as follows: 

> In total, the assets of the district exceeded its liabilities by $34.8 million. (net assets). Net assets 
increased by $5.5 million. 

> Genetal revenues (property taxes and unr~ted revenue) accounted fur $28.3 million or 66% of 
aU revenues. Program specific revenues in the form of cliarges for services and operating grants 
and contributions accounted for $14.9 million or 34% of total revenues of $43.2 milliqn. Total 
"NVenues were $5.5 million greater than expenses, which is the change in net assets from the prior 
year. 

> The district had $37.7 million in expenses, of which as noted above $14.9 million of these 
expenses were offset by program specific charges fur services, grants, or contributions. The 
balance, $22.8 million, was offset by general revenues. 

> The district bas two major funds, the General Fund and the Buildin~ Fund. 

o At the end of FY 2003, the district's unreserved and undesignated fund balance for the 
General Fund was $812,191, or 2.7% of total general fund expenditlll"es. The General Fund 
had $29.2 million in revenues and $30.2 million in expenditures, a decrease in fund balance 
of $1 million over the p,:i.or year. This draw down of reserves was anticipated by the Board 
of Trustees. An increase in the district's pateel tax from $264 to $597 per parcel of property 
will generate an additional $4 million for the district beginning in FY 2004, which will more 
than offset the draw down of reserves. 

o The Building Fund's fund b~ decreased from $47 .7 million to $25.3 million as we used 
building fund monies to finance the continuation of our construction and modemization 
program. 

Using the Annual Report 

This annual financial ieport contains, in addition to this Management Discussion and Analysis, the district's 
basic financia,J.. statements 1111d supp!ement.aiy information. These three sections together provide a 
comprehensive overview of the district's finances. The basic financials are comprised of two kinds of 
statements that present financial information from different perspectives, district-wide and funds. 

> District-wide :financial statements, which comprise the first two statements, provide both short-term 
and long-term infonnation about the district.' s overall financial position. 

Los Altos School District 3 
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> ~di".1~1 parts ?f ~ district, whi~h are reported as fund financial statements, focus on reporting the 
district s operation m more detail. These fund financial statements comprl$e the iemaining 
statements. 

Notes to the financials, which are included just followil!g the financial statements, provide more detailed data 
and explai.g some of the information in the statements, The s.upplementazy information sections provide 
further explanations and additional support for the financial statements, including a comparison of the 
district's budget to actual revenues and expenditures for the year. 

Additional elements of this report include sections on State and Federal Award Compliance, Other 
Independent Auditor's.Reports, and Findings and Recommendations as well as a Statistical Section. 

Overview o{ the ~andal Statements 

District-wide Financial Statements-Statement of Net Assets and the Statement of Activities 
While this document contains the large number of funds used by the district to provide programs and 
activities, the view of the district as a whole looks at all financial transactions and asks the question, "How 
did we do financially during fiscal year 2003?" The Statement of Net Assets and the Statement of Activiti.es 
~er this ~estion. :13ese statements ~Jude all 1111sets and liabilities using the acci:,ial basi~ of accounting 
smular to the accounting used by most pnvate-sector companies. This basis of accounting takes into account 
all of the cui.ent year revenues and expenses regardless ofwhen cash is received or paid. · 

~ two statements report the district's net assets and changes in those assets. This change in net assets is 
important because it tells the reader that, for the district as a whole, the :financial position of the district has 
either improved or diminished. The causes of this change may be the result of many factors, some financial, 
and some not Non-financial factors include the district's property tax base, CWTent property tax laws in 
California restricting revenue growth, facility condition, required educational programs and other factors. 

In the St¢ement of Net Assets and the Statement of Activities, the district reports govemmental activities. 
Governmental activities are the activities where most of the district's programs an,d servh,es are reported 
including, but not limited to, instruction, support services, operation and maintenance of plal$ and .facilities, 
pupil t;ransportation and extracurricular activities. The district does not have any business-like activities. 

The district-wide financial statements can be found on pages 14-15· of this report 

Fund Financial Statements 
The analysis of the district's major funds begins on page 16. Fund :financial reports provide detailed 
information about the district's majqr funds. The. district uses many funds to account for a multitude of 
financial transactions. However, these fund financial statements focus on the district's most significant funds 
and n9t the district as a whole. The district's major governmental funds are the General Fund and the Building 
Fund. 

Govel"!llllental Funds. Most of the district's activities ~e repo~ in governmental funds, which focw; on 
how money flows. into lllld out of these funds and the balances left at year-end available for spending in future 
periods. These funds are reported using an accounting method called modified accrual accounting, which 

4 Los Altos School Distrla 
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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 govermnent operations and tho basic 
services it provides. Governmental filnd information helps you to detexmine whether there are more or fewer 
financial resources that can be spent in the near future to finance educational programs. The relationship ( or 
differences) between governmental activities (reported in the Statement of Net Assets and the Statement of 
Activities) and governmental filnds is reconciled in the financial statements. 

Fiduciary Funds.. The district is the trustee, or fiduciaxy, for student body :filnds. All of the district's 
fiduciaiy activities are reported in a separate Statement of Fiduciary Net Assets on page 20. We exclude these 
activities from the district's other financial statement because the district cannot 1JSe these assets to finance its. 
operations. 

Notes to the Financial Statements 
The notes provide additional information that is essential to a full understanding of the data provided in the 
district-wide and :filnd financial statements. The notes to the financial statements can be found starting on 
page 21 of this report. 
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Financial Analysis of the District as a Whole 

Recall that the Statement of Net .Assets and the Statement of Activities provide the perspective of the District 
as a whole, Table 1 provides a SUlllllllltY of the district's net assets for FY 2003 compared .to FY 2002. Table 
2 shows the changes in net assets from FY 2002 to FY 2003. This section nc,nnally is used to show whether 
there has been an improvement or deteripration in the district's financial position from the previous year. 
Since prio.r year il1fonnation for these statements is not available, as it is the district's first year under the 
GA.SB 34 model, only current year information is shown. 

6 

Assets 
Current and Other Assets 
Capital Assets 
Total Assets 

LlablllUes 
Long-Term liabilities 
Other Uablnlles 
Total Uab/litles 

Net Assets 

Table1 

(a) 
2002 

$ 

2003 Change 

$ 39,183,144 nle 
90.410,224 n/e 

129,593,368 n/a 

86,369,631 n/a 
8,454,315 nla 

94,823,946 nla 

Invested In Capital Assets, N.et of Debt 
Restricted 

5,826,175 
29,164,713 

n/8 
nla 

Unrestricted nla 
Total Net Assets $ 

(221.466) 
$ 34, 769,422 nla 

(a) Information ls not available since this Is the 
District's first year of reporting under the new GASS 
34 1Y1oclel. Comparative information will be 
presented In the coming fiscal years. 

Percentage 
Change 

nle 
nle 
n/e 

Illa 
n/a 
Illa 

n/a 
nla 
nla 
nla 

Los Altos Schoof District 
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Table2 

(a) 
2002 2003 

Revenues 

Program Revenues: 
Charges for $ervlces $ $ 462,697 
Operating Grants and Contributions 14,439,918 

General. Revenues: 
Property Taxe.s 25,167,472 
Granw and Entitlements - Unrestricted 1,961,826 
Other 1,198,660 

Total Revenues 43,230,573 

. Proaram Exeenses 
instruction 22,256,186 
Support Services: 

Instruction-related seiv'9es 2,599,949 
Pupil services 1,765,685 
General administration 3,025,307 
Plant services .4,838,124 
Other outgo 183,697. 

Interest and Fiscal Charses 3,on1s63 
Total !§!e_anses 37,746,611 

Chan!!e in Net Assets $ $ 5,483,962 

(a) Information is not available since this is the 
District's first year of reporting under lhE! 

Chang_e 

n/a 
nla 

n/a 
n/a 
n/a 
n/a 

nla 

nla 
nfa 

nla 
n/a 
n/a 
nla 
nla 

n/a 

new GASS 34 model. Comparative information 
will be presented in the coming fiscal years. 

Financial Section 

Percentage 
Cha!JS! 

n/a 
n/a 

n/a 
n/a 
n/a 
nla 

nfa 

n/a 
n/a 
nla 
n/a 
nla 
n/a 
nla 

n/a 

District programs for FY 2003 cost $37.7 •on. To. support those programs the district garnered $14.9 
million in program revenues. The. balance of support came from property taxes and other general revenues. 
Since property tax collections were in excess of $25 million, the district's dependence upon tax revenues is 
apparent 
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A-operly taxes 
58% 

FY 2003 Revenues 

U!reslrfcted 
granfs/etrtftlaments 

·- -· 5% 

other general 
3% 

R'ogram Revenues 
34% 

Instruction comprises 59% of district expenses. Support service expenses make up 33% of the: total, with the 
balance being interest and fiscal charge:s. 

8 

FY 2003 Expenses 

Olherout(lo 

Rant s:lces \ 
13% \ 

Interest and Fiscal 
Charges 
8% 

General 
adninlsfra11on 
8% 

FUpl services 
5% -

Jnstruc1ion-relatedj 
services 
7% 

Los Altos School District: 
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The Statement of Activities on page 15 shows the cost of program services and the charges for services and 
grants offsetting those services. Table 3 summarizes info:rmation from the Statement of Activities, showing the 
total cost of services and the net cost of services. It identifies the cost of those services supported by tax 
revenue and UDrestricted state entitlements. 

Table3 

(a) (a} 

Total Cost of Net Cost of Total Cost of 
Services 2002 Services 2002 Services 2003 

Instruction $ $ $ 22,256,186 
Support Services: 

(nstruction-reJated services 2,599,949 
PupU services 1,765,685 
General administration 3,025,307 
Plant services 4,838,124 
ottieroutgo 183,697 

Interest and Fiscal Charses 3,077,663 

Total ~enses $ $ $ 37;146,611 

(a) lnfonnaUon Is not available since this is the District's first year of reporting 
under the new GASS 34 model. Compa~tlve Information will be presented In 
the coming fiscal years. 

The expenditure categories shown in Table 3 are summarized below. 

Net Cost of 
Services 2003 
$ 17,915,186 

2,313,138 
1,367,627 
2,512,843 

(4.sos,n2J 
166,311 

3,0771663 

$ 22.843,996 

> Instruction expenses include activities directly dealing with the teaching of pupils and the interaction 
between teacher and pupil. 

> Instruction-related services and pupil. services include the activities involved with as.sisting. staff with 
the content and process of teaching to pupils, as well as direct non-instructional services to students 
(including health, library, transportation, and other services). 

> General administration costs include expew;es associated with the adminisaative and financial 
supervision of the district. 

> Plant services involve keeping the school grounds, buildings, and equipment in an effective working 
condition. · · 

> Other outgo reflects the issuance- costs and interest expense on short-term bom:iwing. The district 
issued Tax and Revenue Anticipation Notes (TRAN) to supplement cash flow. 

> Interest and ~ charges involve the transactions associated with the payment of interest and other 
related charges to debt of the district 

Los Altos School District 9 
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Financial Analysis of the District's Funds 

The district's governmental funds report a combined fund balance of $30. 7 million, which is significantly 
below last year's total of $53.9 million. Table 4 provides. an analysis of~ district's fund balances and the 
total change in fund balances from the. prior year. 

Table4 

Fund Balance Fund Balance lnr;roase 
Fund June 30, 2002 June30, 2003 (Decrease) 

General $ 2,737,666. $ 1,730,567 $ ( 1,007 ,099) 
Deferred Maintenance 602,886 862,530 259,644 
Special Reserve 267,160 273,275 6,115 
Building 47,652,288 25,348,817 (22,303,471) 
Capital Facilities 147,717 84,058 (63,659) 
Bond Interest & Redemetion 2,469,676 2,429,584 {40,092} 

Total $ 53.877.393 $ 30?281831 $ (23, 148,562} 

> The change in fund balance in the General Fund is primarily because $1.S million in local fund 
raising in FY 2002 was set aside to finance FY 2003 operations. 

> The increase in the fund balance of the Defmed Maintenance Fund Is due to state funding and a 
transfer in from the building fund for defetred maintenance projects that will be started as needed in 
the near future. In FY 2003 the district had no major maintenance projects. 

> The chsnge in fund balance for the Building Fund is due to the expenditure of bond proceeds on the 
district's construction program. AB of June 2003 the district" has yet to complete modernization of 
fol,U' of its nine schools. 

> The decline in fund, balance in the Capital Facilities Fund was due to a drop in developer fee revenues 
while the district's ongoing expenses (for the lease of portable classrooms) continued at the same 
level as in the previous year. · 

General Fund Budgetary Highlights 

The district's budget is prepared according to California law and is based on the modified accrual basis of 
accouming. 

During the course of the 2003 fiscal year .the district amended its General Fund budget numerous timtis, which 
resulted in revenue estimstes increasing $L3 million (5% increase) and expenditure appropriations increasing 
$4.1 million (15% percent increase). When the district adopted its budget in June 2002 the state budget had 
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not yet b~ adopted, so revenue estimates from the state w~ increased to reflect the adopted appropriations 
to schools. The adopted district budget also reflected significant reductions in staffing and other cutbacks. 
Local fund-raising efforts, in combination with additional state monies, enabled the district to restore staff and 
programs prior to the start of school. Consequently the expenditure appropriations were significantly 
increased as were local revenµe appropriation estimates. 

The district uses site-based budgeting and $e budgeting systems are designed to tightly control total site 
budgets but provide flexibility for site. management. In late May the district made its final appropriations 
adjustments to as closely match expected revenue and expenditw:e totals as possible. 

Major differences between final budget amounts and actual revenues and expenditures are detailed as follows: 

1. The district realized additional revenues from the state beyond the level budgeted for as a result of 
funding deferrals that ended up being recotded in this fiscal year. 

2. Local revenues were greater than final budget estimates due to additional fund-raising by the school 
PTA's to support district expenditures. 

3. A significant portion of the unspent expenditure appropriations was the result of program managers 
carrying forward budget balances into the next fiscal year. 

Capital Asset and Debt Administration 

Capital Assets 
At the end of the fiscal year, the district had $99.9 million invested in land, buildings, equipment (mcluding 
computer equipment, furniture, and vehicles), and construction in progress. Table 5 shows FY 2003 balances 
as compared to FY 2002. For more information see the Notes to the Financial Statements (page 26). 

Land 
Bufldings and Improvements 
Equipment 
Construction in Prgsress 

Total 

Less: Accumulated Deereclatlon 

Net Caeltal Assets 

Los Altos Scho,ol District 

Tables 

(a) Percentage 
2002 2003 

$ $ 1,48!!,885 
95,938,60.2 

682,1.59. 
1,775,000 

$ $ 99,884,646 

$ $ 9,474.422 

$ $ 90,410.224 

(a) Information is not available since this Is the 
District's first year of reporting under the 
new GASS 34 model. Comparative information 
will be presented In the coming fiscal years. 

Chanr,,e 
nla 
n/a 
n/a 
n/a 

n/a 

nla 

n/a 
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Capital outlay during the fiscal year included expenditures for major construction and modernization projecis, 
particularly at two elementary schools (Almo11d and Springer schools). The majority of equipment purchased 
durillg FY 2003 was for new computer equipment throughout the district. At :fiscal year end, the district had 
contractual obligations of almost $1.8 million with various contractors for the completion ofmodemization 
work at the Almond and Sprillger school campuses. 

Long Term Debt 
At June 30, 2003 the district had $86.4 million in long term debt obligations .. Almost $86 million of this total 
is debt service on general obligation bonds issued by the district to finance its construction and modernization 
program. The remaining $418,988 in long term obligations is the amount Qf compensated absenqes liability 
recorded by the district at year end, an increase of $65i!)28 over the prior year. · 

Table 6 shows the district's outstanding debt as of June 30, 2003 as well as comparable dsta for the prior year. 

Table& 

Outstanding Debt at June 30 

Perr:entage 
2002 2003 Chanu_e 

General obligation bonds $ 85,009,049 $. 84,584,049 -0.5%. 
Accrued Inter.est on bonds 1,366,594 nla 

Sub-total $ 85,009,049 $ 85,950,643 1.1% 

Comeensated absences 353,060 418,988 18.7% 

Total Outstandln!l Debt $ 851362,109 I 861369,631 1.2% 

State law limits the amount of general obligation debt an e!ementw:y school district ,:nay issue to 1.25 percent 
of its total assessed valuation, The current debt limitation for the district is $105.9 million, which is $21.3 
million greater than the district's. outstanding general obligation debt as of June 30, 2003. 

Factors Bearing 0-1 the District's Future 

12 

> The State of California is currently in a b~et crisis resulting in rediiced funding to schools. As part 
of the State Budget Act for 2003/04 overall funding to school districts was cut back 3% from the prior 
year. Cut backs are expected to continue into the 2004/05 year as well. The district is expected to 
lose $540,000 in state funds in 2003/04 as a result and as much as $600,000 in 2004/05. 

Los. Altos School District 
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}> In November 2002, local voters approved a parcel tax increase of $333 per parcel, increasing the 
district's parcel tax from $264 to $597 per parcel. The inc.tease takes. effect in the 2003/04 fiscal year 
and garners an additional $4 million for district operations. This increase in local funding offsets the 
impact of decteased state fun~ 

> A projected slow 4own in enrollment growth, a proposed charter school, continued escalati!!g 
insurance costs (hci!lth, workers compensation, property and liability, etc.), and competition for 
quality teachers all create additional potential financial b'1fdens on the district 

Contacting the District's Financial Management 

This financial report is designed to provide our citizens, taxpayers, parents, investors, and creditors with a 
general overview of the district's finances and to show the district's accountability for the. money it m:eives. 
If you have questions regarding this report or need additional financial information, contact Mr. Randall 
Kenyon, Assistant Superintendent for Business Services, Los Altos School District, 201 Covington Road,. Los 
Altos, California 94024. 
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Cash in county t?easuty 
Cash collections awaiting deposit 
Cash in revolving fund 
Cash with fiscal agent 
Accounts receivable 
Due from grantor government 
S!Qres inventories 
Prepaid expenses 
Land 
Building and Improvements 
Equipment 
Construction in progrc~s 
Less accumulated depreciation 

Total Assets 

LlabWtles 

Accounts payable 
Deferred revenue 
Due to grantor government 
Tax revenue.anticipation noted and 

interest payable 
Long-term liabilities: 

Due within one year: 
Accrued interest 
General obligation bonds payable 

Total due within one year 
Due after one year: 

General obligation bonds payable 
Compensated absences payable 

Total due after Qlle year 

Total Liabilities 

N:etAssets 

LQS ALTOS scgoQL DISTRICT 
STATEMENT OF NET ASSETS 

JUNE 30, 2003 

Invested in capital assets, net of related debt 
Restricted for: 

Capital projects 
Debt service 
Educational programs 

U=stricted 

Total Net Assets 

14 

Oovommcntal 
Activities 

$ 31,336,740 
709,996 

5,000 
5,1.24,653 
1,800,362 

114,075 
9,008 

83,311 
1,488,885 

95,938,602 
682,159 

1,775,000 
(9,474,422) 

$ 129.593,369 

$ 3,120,756 
114,252 
44,303 

5,175,004 

1,366,594 
522,786 

1,889,380 

84,061,263 
418,988 

84,480,251 

s 94,823,946 

$ S,826,175 

26,295,404 
2,429,584 

439,726 
{221,466) 

S 34,769,423 

Los Altos School District 
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LQS MtIQI 1oroo1 Dlff'RTCT 

IQ& aLim IGlm2LDlmJtI BALANCE SHEET 
STATEMENT OF ACTMTIBS GOVERNMENTAL FUNDS 

FORTHEYBARBNDBDJUNB30.2003 .IUNB30 2003 

Pro.!1!!!!!Rtv"1IUOS Net (lllq,eNc) Other Cf) Total 
Opomin1 RoVOllllO and Gove~ Govunmental 

Charges for Graota lllld Chanpsln General Buildin& Funds Furuls 
E!J!!!!ses Services Contn1'utions Net Assets Abets 

Oovcmmmilal attlvilics Cash In county lrCl5UIY l,3_42,942 26,527,255 3,466,543 31,336,740 

rn.tniction 22,256,186 s 134,779 4,206,221 (17,915,186) CashcollectiOllli awalt!ng ~1 87,175 60S,394 14,427 709,996 

lmlructi~ service!: Cash in revolving fund 5,000 5,000 

Supervision of instmclion 341,875 1,601 411,m (29D.302) Cash wil& liscal aeOAI 5,124~3 S,124,653 
~Ul!tSreceivablc 1,088,945 542,887 168,530 1,800,362 

lnmw:lion llllmy, media and i.cbnololl)I 467,303 1,565 48,B46 (416,892) Due from gm,Jor aovommeat 114,075 114,075 
School site admlnistiarion 1,790,771 5,139 179,086 (l,605,946) Piepaid expcndituMs 83,311 83,311 

Pupil services: S!Dres inventori .. 9,008 9,008 

Ho=to-school IIWJ10rtation 507,841 6,420 200,353 (301,068) 

Foodse;vices 30,231 969 30,235 913 Toi.I Assets 7,855,109 27,678,536 3,649,500 39,183,145 

All olher pupil 5mlice, 1,227,613 4,970 155,111 (l,067,532) 
Liabllltiu and hnd Bahncu 

Genmil~ 
Data proecssing 153,518 451 14,079 (138,988) Llabilitict: 
All other gene,ol adiniDlsttatian 2,871,789 15,460 .482,474 (2,373,855) Accoullllpayablo 790,983 $ 2,329,719 s 54 $ 3,120,756 

Pllnt services 4,838,124 290,203 9,056,694 4,508,773 Due to ~r ao•ermnent #,303 44,303 

llllcrest on lang-t4Jm doh! 3,077,663 (3,077,663) Domirod reVODUQ 114,252 114,252, 

Othoroutgo 183,697 540 16847 (166.310) 
Tax anticipation revo11UO note S,17S.004 5.115JJ04 

Tolll~IIDlivilic!l 37.746.611 462.697 14,439.!118 (22,843,996) 
TotalUabll!tieo 6,124 542 2.329,719 54 8,454.315 

Oeneral ICVOIDII$: Fundbalen<:cs: 
TllXCl and subventions: Reserved fur. 

Taxes levied for &mml pwpOiei 18,321),98~ Revolving furul 5,000 5,000 

Taxes levied far dcbl service 6,846,484 Stores invcalories 9.008 9,008 
Pnpald expendmues 83,311 83,311 

Fe4erel "'d l!late aid no!' rcslricled 1<>specitlcpurposes 1,961,826 LegallyICSmCl<d b~ 439,125 439,125 
-nndinVOSldl0111 eammgs 971,060 Debt service 2,429,584 2,429,584 
Rt:ntal income 227600 Umeserved: 

Toi.!1o:aeral- 28,.?27,958 Desipted fur: 
Otherprogmn-vers 381,332 381,332 

Chan&• in not~ 5,483,962 Unclc,iglll!ed, reported in: 
Genoralfund 812,191 812,191 

Net assets beglJmin& 29~5,461 Buildini fund! _25,348,817 25,348,817 
Netassotselldmg 34,769.423 OlllerOovcmmimtal tbnds 1,219,862 1,219.862 

To.Ill Fund Bah.;ce$ 1,730.567 25.348,817 3,649~6 30,728,830 

Total Uabililies and Fund Balances 7 855.109 27~78,536 3,649;;00 39,183,145 
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LOS ALTOS SCBPQL n1m1c;:r 
RECONCILIATION OF THE GOVERNMENTAL FUNDS 

BALANCESHEBTTOTHESTATEMENTOFNET ASSETS 
JUNE30 2003 

·Total limd balances - GoVCJlllMIU&! funds 

Amounts reported for aove,nmental sctlvllies_ me II01 flmncial resources and~ arc not 
reported u assets in govt:mmlll1al fim<ls, The ccstoflha ..._ ia $99,884,646 and 
1he accumwated depm:iation is $9,474,422. 

Long.leml liabilities are '!Ot41ie and payable in the cumnt period and tbcrotbrc""' not reported 
as liabilities in the funds. ~-leml llabililies atyear,endconsists of: 

OtmCJII! obligation bonds 
Compensated llb•enc:es (vacation) 

Total net usoto - govemmenllll activities 

Los Altos School District 

84,584,049 
418,988 

~~--------------........................... _ ...... 
Finandal Section 

30,'n.8,830 

90,410,224 

(!,366,594) 

(85,003.031) 

34,769.423 
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LOS At,ms smom, DJSTftlCT 
_STATJ;MBNT OF REVENUES, EXPENDITURES AND CHANGES 

IN FUND BALANCES-OOVERNMSNTALFUNOS 
FOR THE YEARBNDBD JUNE 30, 2003 

Oenem1 Buil!!!!!ll 
Revenues: 

~venue Tuuil somces: 
Slala apportio!UtlOlllS 691,476 s 
Local IOlll'C<la 17,298,S04 

Fcdcml S6S,S91 
Othcrllale 3,469,580 5,238,279 
Other local 618S3,Sl3 1145l.72S 

Total revenues 28.878,664 6,691,004 

Expendilures: 
lnstcuction 20,803,929 
lnmuction-relAtcd services: 

Supem!ion of instruction 320,516 
ln!ttuction hlmny, media and technoloiY 438,108 
Scbcol sitc admil)i$ttation 1,6711,893 

Pupil'!Ol'Vicea: 
Homo-to-Jcbcol lJIIDSportallon 476,114 
Food service, 28,342 
All other pupil services 1,150,918 

Gonetal l!Chninistmtion: 
Data processing 143,927 
All other geneial administration 2,6!12,374 

Plantervic:os 2,311,429 32,001,701 
OthcrOU!go 172,221 
Debtsmico: 

Principol 
Intereat 

Total expenditums 30~16,771 32,001,701 

Exceos (deficiency) of revenues 
O'VOr (under) expendin= {1J38,107) (25.310.6!17} 

Other finsncin& sourcea (UJCS): 
Oper.ulnglrillSfcrs in 
Opcratinj tmnsfm out (153,175)_ 
PBRS reduction transfer 331,008 
All otbor financing source& 3,160.401 

Total other tlnancig 10urces (uses) 331,008 3.007J:?:.6 

Bxoe!s of reven1.1CS and other financin& 
sources over (Under) expenditores and 
other financing source> (uses) (1,007,099) (22,303.471) 

Fund bal!IDC05 beginning 'b737,666 471652~8 

Other Total 
Oo\'m1llllffllal Governmenl81 

Funds Funds 

$ 691,476 
17,2!18,504 

565,591 
194,!164 8,902,823 

3,974.532 12,280,770 

4,169,496 3!1.739,164 

20,803,92!1 

320,516 
438,108 

1,678,893 

476,114 
28,342 

l,lS0,918 

143,927 
2,692,374 

450,501 34,763,631 
172,221 

425,000 425,000 
3,285;163 3.285.163 

4,160~ 66J79,136 

8,832 (26,639,972) 

153,175 153,175 
(153,175) 
331,008 

3,160,401 

153,175 3,491,409 

162,007 (23,148,S63) 

3,487,439 53,877,e93 

Fund bllences ending 1,730,567 25,348,817 $ 3.649,446 s 30,12u30 
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LQ§ ALros §CHOOJ, DJSTRJcr 
RECQNCILIATION OFTl!B GO\lllRNMENT/iLFUNDS STATEMENT OP 

REVENUES, EXPBND!TtllU!S AND CHANGES IN FUND BALANCES 
TO nm STATEMENT OF ACl1VlTIES 
PORTl!BYEARENDEDJUNE30 2003 

To1al net chqe in fimd balallce8 - govemn>en!al ftmds 

C&pilal OUllays.,.. reporwl in govenllllCDlal ftmds u expendituies. HoMVer, ill.tho~ 
of acliYilios, the coot oftboie aseta is lllocated avor their atimllcd U!OfiJI lives u 
deplfflalionexpenso. This is tbo amouot bywhlcb addiliom to capital outl4yofS3D,227,768 
ei«:eeds depreciation expensc(2.J65,938) in tbe period. 

Tho govemm<11tal funds repcrtbODd pmceedsas ~ other fimncinJIIOIIR>I, whlle~ofbond 
prlDcipal is ropcrtcd IS en expondltuie. Alio, goverm,IO!llal funds rq,ortlhe eftect ofislUanoe costs. 
ltUI promiUlllS when debt is llrst issued; 'M1elUS !heae mnoUD!s 1111 defemd and IIIDDl1ized in the 
- of activities. lntaresl is rocoKJllzed u au oxpellditure in lhe 1ovemmonta1 lilllds when 
it is due. Tho not effect oflhesc dl!fm:nl:es in tho-of ,...,,.i abllgation bonds IDdrclated 
items is as follow.: 

Rep&yment ofboad principal 425,000 

ID thc statement of actmtier, conq,ensated absences are meuuied bytba amount eamed. during tho 
year. In govemn,enlal fiDlds, holwvor, expeodillJ!'el forlbosc items are meuurcd by the lllllGUll\ 
offfamlcia! mo= uscd (=da!lytheamoun!spald), Tbilyi:arvawionoarnedex=ded lho 
amounta used by $61,80,. 

IDtarest on long-tonn debt in tho mtemenl of activiliu dlffiors fiom tho amollllt reported in tho &0•=-nuJ lllnd, 
1,eu.,. intomt is rocosnlzed as an expo,,dlture in tho fimds when it is due_ and tbllJ rcqajzes tbe us: or 
cumnt fm&ICial resources. In tho sutemeat ofactiY!t!es, ~. intorcstexpenseisrccopiz:du tho!nter=t 
OCctUOS, n:ganllw ofv,!,eu itis duo. 

C!ianaesinnetossetsof~acthities 

Los Altes School District 

Financial Section 

S (23,148,563) 

28,IMil,830 

425,000 

(61,80~ 

207.500 

5,483,962 
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Alsets: 

LOS ALTOS SCHOOL DISTRICT 
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES 

FIDUCIARY FUNDS 
JUNE30 2003 

Egan Juni01' Blach/uni01' 
Hig!! School HlghSchool 

Cashon.hand and in banks $ 107J80 $ 21089 

Total Assets $ 107,280 s 2,089 

Liabilities 

Due to student groups $ 1071280 $ 2,089 

Total Liabilities $ 107~80 $ 2,089 

Study Body 
Agency Fund 

Total 

$ 1091369· 

$ 109,369 

$ 109.369 

$ 109~69 

Los Altos School District 

~---------------------------
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LOS ALTOS SCHOOL DISTRICT 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

1. SIGNIFICANT ACCOUNTING POLICIES 

A. Accounting Principles 

flnanclal Se~tlon 

The District accounts for its financial transactions in accordance with the policies and procedures of the 
Department of Education's California School Accounting Manual. The account policies of the District 
conform to accounting principles generally accepted in the United States of America as prescribed by the 
U. S. Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public 
Accountants (AICP A). 

B. Reporting Entity 
The district is the level of government primarily accountable for activities related to public education.. 
The governing authority consists of five elected officials who, together, constitute the Board of Trustees. 
The district's combined financial statenients include the accounts of all its operatio1;1s. The district 
evaluated whether any other entity .should be included In thes.e financial statements. The basic, but not 
the only, criterion for including a governmental department, agency, institution, commission, public 
authority, or other governmental organization in a governmental unit's reporting entity for general 
purpose financial reports is the ability of the governmental unit's elected officials to exercise oversight 
responsi'bility over such agencies. Oversight responsibility implies that one governmental unit is 
dependent on another and that the dependent unit should be reported as part of the other. Oversight 
responsibility is derived ftolll the governmental unit's power and includes, but is not limited to: 

)l, Financial iuterdependency 
)l, Selection of governing authority 
> Designation of management 
> Ability to significantly influence operations 
)l, Accountability for fiscal ~tters 

Accordingly, for the year.ended June 30, 2003, the district does not have any component units and is not a 
component unit of any other reporting entity. 

C. Implementation of New Accounting Pronouncements 
For the year ended June 30, 2003, the district was required. to adopt GASB Statement No. 34 (GASB 34), 
Basic Financial Statements - and Management's Discussion and Analysis - for State and Local 
GQvernments, GASB Statement No. 37 (GASB 37), Basic FiTla/lcial Statements and Management's 
Discussion and Analysis for State and Local Govemme1)ts: Omnibw;, GASB Statement No. 38 (GASB 
38), Certain Financial StatemerJt Note Disclosures, and GASB Statement No. 39 (GASB 39), 
Detennining Whether Certain OrganizatiollS are Component Units. GA8B 34 significantly changes the 
way state and local governme11ts report their financial information to the public. As a result of GASB 34, 
state and local governments are required to report financial information using both fund-based and 
government-wide financial statement presentations. Fund-based statements continue to use the modified 
accrual basis of accounting, but the government-wide statement uses full accrual basis of accounting. In 
addition to the change in the financial statement presentation, GASB 34 requires the reporting of capital 
assets and long-term obligations on the government-wide financial statements. The preparation of a 
Management Discussion and Analysjs to clarify the district's :financial activities is also required by 
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LOS ALTOS SCHOOL DISTRICT 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEARENDEDJUNE30,2003 

GAS:S 34. Furthermore, the district's notes to the financial statements incorporate modifications as 
required under GASB 38. The effect of implementing GASB 34 resulted in a $30, 728,830 conversion of 
fund balance to net assets and a net asset balance of $34,769,422 in the June 30, 2003 government-wide 
financial statements. 

D. Basis of Presentation 

Governmene-wide Financial.Stlltements: 

The govemment-wideji111:wcial statements (i.e., the statement of net assets and the statement of activities) 
report infonnation on all of the nonjiducta,y activities of the district, 

The government-wide sta~ents are prepared using the economic resources measurement focus. This is 
the same approach used in the preparation.of the proprietary fund and fiduciary fund financial statements 
but differs from the manner in which governmental fund financial statements ate prepared. Governmental 
fund financial statements, therefore, include a reconciliation with brief explanations to better i~fy the 
relationship between tJie government-wide statements and the statements for the goverM.1ental funds .. 

The government-wide statement of a~vities presents a comparison between direct expenses and program 
revenues for each function or program of the district's governmental activities. Direct expenses are those 
that are specifically associated with a service, program, or department and are therefore clearly 
identifiable to a particular function. The district does not allocate indirect expenses to functions in the 
statement of activities. Program revenues include charges paid by the recipients of goods or services 
offered by a program, as well as grants and contributions that are restricted to. meeting the operational or 
capital requirements of a particular program. Rev~ that are not classified as program re-venues are 
presented as general revenues of the district, with certain exceptions. The comparison of direct expenses 
with program revenues identifies the extent to which each governmental function is self-financing or 
draws from the general revenues of the district. 

Fund FinancialStaten,ents: 

Fund financial statements report detailed information about the district. The focus of governmental fund 
financial statements is on major funds rather than reporting funds by type. Each major governmental fund 
is presented in a separate column. and all nonmajor funds are aggregated into one column. Fiduciary 
funds are reported by fund type. 

The accounting and financial treatment applied to a fund is determined by its measurement fOCJJS. All 
governmental funds are accounted for using a flow of current financial :resources measurement focus. 
With this measurement focus, only curt1mt assets and current liabilities are generally included on the 
balance sheet The Statement of Revenues, Expenditures, and Changes in Fund Balances for these funds 
present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other 
financing uses) in net current assets. 

Los Altos School District 
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LOS ALTOS SCHOOL DISTRICT 
NOTES TO THB BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 3.0, 2003 

Fiduciary funds are reported using the economic resources measurement focus. 

E. Basis of Accounting 

Financial Section 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported 
in the financial statements. Government-wide financial statements are prepared using the accrual basis of 
accounting. Governmental funds use the modified accrual basis of accounting. Fiduciary funds use the 
accrual basis of accounting. 

Revenues-Exchange and Non-exchange Transactions: 

Revenue resulting from exchange transactions, in which each party gives and ffi:eives essentially equal 
value, is recorded under the accrual basis when the exchange takes place. On a modified accrual basis, 
revenue is recorded in the fiscal year in which the resources are measurable and become available. 
"Available" means the resources. will be collected within the cutrent fiscal year or are expected to be 
collected ·soon enough thereafter to be used to pay liabilities of the cuaent fiscal year. For the district, 
''available" ~ans collectible within the ~nt period or within 60 days after year-end. 

Non-exchange transactions, in which the district receives v!l,lue without directly giving equal value in 
tetum, include property taxes. grants, and entitlements. Under the accrual basis, revenue from property 
taxes is recognized in the fiscal year for which the taxes are levied. Revenue from gtants and entitlements 
is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility 
requirements include timing requirements, which specify the year when the resources are to be used or the 
fiscal year when use is first permitted; matching requirements, in which the district must provide local 
resources to be used for a specific purpose; and expenditure requirements, in which the resources are 
provided to the district on a reimburs~nt basis. Under the modified accrual basis, revenue from non
exchange transactions must also be available before it can be recognized. 

Deferred revenue: 

Deferred revenue arises when assets are received before :revenue recognition criteria have been satisfied. 
Grants and entitlements received before eligibility requirements are met are recorded as deferred revenue. 
On governmental fund financial statements, receivables associated with non-exchange transactions that 
will not be. collected within thi, availability period have also been recorded as deferred revenue. 

Expenses/Expenditures: 

Using the accJ;Ual basis of accounting, expenses are recognized at the time a liability is incurred. On the 
modified accrual basis of accounting, expenditures. are generally recognized in the accounting period in 
which the related fund liability is incurred, as under the accrual basis of accounting. However, under the 
modified accrual basis of accounting, debt service expenditures, as well as expenditures related to 
compensated absences and claims and judg!llellts, are recorded only when payment is due. Allocations of 
cost, such as depreciation and amortization, are not recognized in the governmental funds. ~n both 
restricted. and unrestricted resources are available for use, it is the district's policy to use restricted 
resources first, than unrestricted resources as they are needed. 
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LOS ALTOS SCHOOL DISTRICT 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

F. Fund Accounting 

The accounts of the district are organized on the basis of funds, each of which is. considered to be a 
separate accounting entity. The operations of each fund are accounted for with a separate set of self
balancing accounts that comprise its assets, liabilities, fund equity or retained earnings, revenues, and 
expenditures or expenses, as appropriate. District resources are allocated to and accounted. for in 
individual funds based upon the purpose for which they are to be spent and the means by which spending 
activities are controlled. The district's accounts are organized into major, nonmajor, and fiduciazy funds 
as follows: 

Major Govermnental Funds: 

The General Fund is the general operating fund of the district. lt. is used to account for all financial 
resources except those _required to be accounted for in another fund. 

The Building Fund is used to. account for proceeds from the sale of real property and account for the 
acquisition of major governmental capital facilities and buildings from the sale ofbond proceeds. 

Non-major Governmental Funds: 

Sp[!cial Revenue Funds are used to account for the proceeds of specific revenue sources that are legally 
restricted to expenditures for specific pwposes. The district maintains two non-major special n,venue 
funds: 

Thi, Deferred Maintenance Fund. is used fur the pwpose of major repair or replacement of district. 
property. 

The Special Reserve Fund for Other Than Capital Proje~ts was established to account for resources 
:reserve4 for general operating purposes. 

Debt Service Funds are used to account for both the accumulation of l;eSOUl'CtlS from ad valorem tax levies 
and the interest 8.!ld redemption of principal of the funding of general obligation bonds issued by the 
district. 

The Bond Redemption Fund is used to account for the interest and redemption of principal of general 
obligation bonds. · 

Capital Projects Funds are used to account for the acquisition and construction of all major governmental 
general fixed assets. The district !Dl1intains one non-major capital projects fund: 

'nte Capital Facilities Fund is used to account for zesources received from developer impact fees 
assessed under provi$ions of the California EnviroDI!l!lntal Quality Act. (CEQA). 

Fiduciary Funds: 

Agency Funds are used to account for assets of others for which the district acts as an agent. The district 
maintains an agency fund for the two Junior High student body accounts. The student body funds at(! used 
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NOTES TO THE BASIC FINANCIAL STATB!v1BNTS 
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Financial Section 

to account for the raising and expending of money to promote the general welfare, ln\)rale, and 
educational experience of the student body. 

G. Budgets and Budgetary Accounting 

Annual budgets are adopted on a basis consistent with generally accepted accotmting prhlciplcs for all 
governmental fiu!ds. By state law, the district's governing board must adopt a final budget no later than 
July J. A public hearing must be conducted to receive comments prior to adoption. The district's 
govcming board satisfied these requirements, 

These budgets are revised by the district's governing board dµring the yeiir to give consideration to 
unanticipated income and expenditures. The original and final revised budgets for the General Fund are 
presented as Required Supplementary Infomiation. 

Fomial budget;u:y integration was. employed as a management control device during the year for all 
budgeted funds. The district employs budget conh'.ol by minor object and by individual appropriation 
accounts. Expenditures cannot legally exceed appropriations by major object account. 

H. Encumbrances 

Encumbrance accounting is used in all budgeted funds to reserve portions of applicable appropriatiOIIS for 
which commitments have been made. Encumbrances are recorded for purchase orders, contracts, and 
other commitments when they are written. Encumbrances are liquidated when the commitments are paid. 
All encumbrances are liquidated on June 30. 

I. Assets, Liabilities, and Equity 

1. Deposits and Investments 

Cash balances held in banks and in revolving funds are insured to $100,000 by the Federal Deposit 
lnsurlµlce Corpol'!ltion. 

In accordance with Education Code Section 41001, the district maintains substantially a)l of its cash 
in the County Treasury. The county pools the~ funds with those of other districts in the county and 
invests the cash. These pooled funds are carried at cost, which approximates market value. Interest 
earned is deposited quarterly into participating funds. Any investment losses are proportionately 
shared by all funds in the po0l. 

The county is authorized to deposit cash and invest excess funds by California Government Code 
Section 53648 et seq. The funds tnainWned by the county are either ~ by federal depository 
insurance or are collatcralized. 
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

2. Stores.Inventories and Prepaid Expenditures 

Stores inventories 

Stores inv.entories are recorded using the purchases method, in that inventory acquisitions are initially 
recorded as expenditures. Reported inventories are equally offset by a fund balance reserve, which 
indicates that these amounts are not ''available for appropriation and expenditure" even though they 
are a component of net Cllmlnt assets. Toe district's central warebollSe inventory is valued at cost and 
consists of expendable supplies held for consumption. 

Prepaid expenditures 

The district bas the option of reporµng an expenditure in governmental funds for prepaid items either 
when purcbasetl or during tho benefinng period. The district bas chosen to report the expenditure 
during the benefiting period, thus recording a prepaid expenditure in the Statement of Net A,ssets, 

3. Capital Assets 

Capital ass.ets are those plll'cbased or acquired with an original cost of $5,000 or more and are 
reported at historical cost or estimated historical CQst. Contributed ass.ets are reported at fair market 
value as of the date received. AdditiOl!S, improvements, and other capital outlays that significantly 
extend the useful life of an asset are capitalized. The costs of normal maintenance and repairs that do 
not add to the value of the assets or materially extend the asset's lives are not capitalized, but are 
expensed as incum,d. Depreciation on all capital assets is computed using a straight-line basis over 
the following estimated useful lives: 

Exam les 

4. Deferred Revenue 

Estimated Useful 
Life in Years 

NA 
10to20 
25to50 
5 to 15 

Cash received for federal and state special projects and programs is recognized as revenue to the 
extent that qualified expenditures have been incurred. Deferred revenue is ~orded to the extent that 
cash received on specific projects and.programs exceeds Q.\!81.ified expenditures. 
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S. Compensated Absences 

Financial Section 

All vacation pay is accrued when incurred in the govemment-wide financial statements. A liability for 
these amounts is reported in the governmental funds only if they have matured, for example, as a 
result of employee resignations and :retirements. 

Accumulated sick leave benefits are not recognized as liabilities of the disJrict. The district's policy is 
to record sick leave as an operating expense in the period taken, since such benefits do not vest, nor is 
. payment probable; however, unused sick leave is added to the creditable service period for calculation 
of retirement benefits when the employee retires. 

6. Long-Term Obligations 

In the government-wide financial statements, loµg-term debt and other long-term obligations are 
reported as liabilities in the Statement of Net Assets. Bond premiums and discounts as well as 
issuance costs are deferred and amortized over the µfe o.f the bonds using the effective-interest 
method. Bonds payable are reported net of applicable bond premium or discount. Bond issuance costs 
are reported as prepaid expenditures and amortized o.ver the term of the related debt 

In the fund financial statements, governmental funds recognize bond premiums and discounts as well 
as bond issuance costs, during the current period. The face amount of the debt issued, premiums, or 
discounts are reported as other financing sources/uses. 

7. Fund Balance Reserves and Designations 

Resm'l!tions of the ending fund balance indicate the portions of fund balance not appropriable for 
expenditure or amounts legally segregated for a specific future use. The reserves for revolving fund, 
stores inventory, prepaid expenditures and legally restricted balances reflect the portions of fund 
balance represented by each respective account. These amounts are not available for appropriation 
and expenditure at the balance sheet date. 

Designations of the ending fund balance indicate tentative plans for financial resource utilization in a 
future period. 

8. Revenue Limit/Property Tax 

The district's revenue limit is received from a combination of local property taxes, state 
apportionments, and other local sour<:e.s. 

The county is responsible for assessing, collecting, and apportioning property taxes. Taxes are levied 
for each fiscal year on taxable real and personal property in tf\e county. The levy is ba.i;ed on the 
assessed yalues as of the preceding March l, which is also the lien date. Property taxes on the secured 
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roll are due on November 1 and Februazy 1, and taxes become delinquent after December 10 and 
April 10. respectively. Property taxes on the unsecured roll are due on the lien date (March 1), and 
become delinquent if ~d by August 31. · · 

Secured property taxes are recorded as. revenue whe_n apportioned, in the fiscal year of the levy. The 
county apportions secured property tax revenue in accordance with the alternate method of 
distribution prescribed by Section 4705 of the California Revenue and Taxation Code. This alternate 
method provides for crediting each applicable fund with its total secured taxes upon completion.of the 
secured tax roll - appro~tely October l of each year • 

The County Auditor reports the amount of the district's allocated property tax revenue to the 
California Department of Education. Property taxes are recorded as local revenue limit sources by the 
district 

The California Departroent of Education reduces the district's entitlement by the district's local 
property tax revenue:. The balance is paid from the state General Fund, and is known as the State 
Apportionment 

The -Oistrict's base revenue limit is the amount of geneml purpose tax revenue, per average daily 
·attendance (ADA), that the. district is entitled to by law. This amount is multiplied by the second 
period ADA to derive the district's total entitlemenL 

9. Risk Management 

The District is exposed to vario.us risks of loss related to torts; theft ot; damage to, and destruction of 
assets; errors and omissions; iltjuries to employees; and na.tutal disasters. The Dis~ has joined 
together with other school districts in the County to form the South Bay Area Schools Insurance 
Authority (SBASIA), the Santa Clara County Schools Insurance Group (SCCSIG), the Schools 
Excess Liability Fund (SELF), and the Schools Alliance for Workers' Compensation Excess Self. 
Funded (SA WCXSF), public entity risk pools cunen~y operating as common risk management and 
insurance programs. The District pays an annual premium for its property and casualty, workers' 
compensation. and liability insurance coverage. The Joint Powers Agreements provide that SBASIA 
and SCCSIG will be self-sustaining through member premiums and will reinsure through commercial 
companies ( or one of the excess JP A's mentioned above) for claims. in excess of self-insured levels. 

2. CASH ANl> INVESTMENTS 

A. Cash on fJapd in Banks and in Revolving Fund 

Ca$ balances on band, in ban;ks, and revolving funds are insured up to $100,000 by the Federal ])epQsit 
Insurance Corporation (FDIC). These accounts are held within various financial institutions. As of June 
30, 2003, the caeying amount of the district's accounts was $714,996. 
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B. Cash in County Treasury 

In accordance with Educati'on Code Section 4100 l, the district maintains substantially all of its cash with 
the County Treasmy as part of the common investment pool, which totaled $31,336,740 as of June 30, 
2003. The fair market value of this pool as of that date, as provided by the pool ,sponsor, was 
$31,087,377. The district is considered to be an involuntary participant in the external investment pool. 
Interest is deposited into district funds. ThE! county is restri1:ted by Government Code Section 53635; 
pursuant to Section 53601, to invest in time deposits, U.S. government securities, state registered 
warrants, notes or bonds, Stat.e Treasurer's investment pool, bankers' acceptances, commercial paper, 
negotiable certificates of deposit, and repurchase or reverse repurchase agreements. 

Under GASB 31, the District must adjust the carrying value of its investments to reflect their fair market 
value at each fiscal year end, and it must include the effects of these adjustments in income for that fiscal 
year. The District has determined that the amounts of any such adjustments would not be material. 

A summary of deposits as of June 30, 2003 is as follows: 

Bank Canying 
Deposits: Balance Amount 

Cash in county 1reasuzy s 31,336,740 S 31,336,740 
Cash colleeiions. awaiting deposit 709,996 709,99~ 
Cash in revolving fund 5,000 5,000 
Cash with fis.cal agent 5,124,653 5,124,653 

Total deposits s 37,176,389 $ 37,176,389 

EXCESS EXPENDITURES OVER Al'PR.OPRIATIONS 

AB of June 30, 2003, expenditures exceeded appropriations in individual funds as follows: 

Excess 
Appropriations Category 

General Fund: 
Certificated salaries 

Deferred Maintenance Fund: 
Employee benefits 

Books and supplies 

Expenditures. 

$ 9,419 

2,479 

174 

Explanation 

Higher than anticipated substitute 
teacher costs. 

Change of health plan with 
increased costs. 

Unl!Jlticipated expenditures in 
June. 

Los Altos School District: 29 

Financial Section Comprehensh(e Annual Financ;lal Report 

LOS ALTOS SCHOOL DISTRICT 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUN,E 30, 2003 

4. ACCOUNTS RECEIVABLE 

5. 

30 

Receivables at June 30, 2003, ccmsisted of the following:. 

General Building Other Governmental 
Fund Fund Funds Totals 

Federal Gov~nt: 
Categorical aid programs $ 324,228 $ s s 324;228 

State Government: 
Categorical aid pt"Qgrams 407,770 407,770 
Lottery 179,315 179,315 
Special allowance 144,050 144,050 

Total State Government 587,085 1441050 7311135 
Interest 32,062 121,52i 24,480 178,063 
Miscellaneous 145,570 421J66 566i936 
Total accounts receivable $1,088,945 $542,887 s 168,530 $1,800,362 

INTERFUND TRANSACTIONS 

Interfund transactions are reported as either loans, services provided, reimbursemen~. or transfers. 
Lo!IIIS are reported a~ interfund receivables arui. payables, as appropriate, and are subject to elimination 
upon consolidation. Services provided, deemed to be at market or near market rates, are 1reared as 
revenues. and expenclitures/expenses. Reimbursements occur when one fund incurs a cost, charges the 
appropriate benefiting fund, and reduces its. related cost as a. reimbursement. All other interfund 
transactions are 1reated as transfers. Transfers among govenunental funds are netted as part of the 
reconciliation to the government-wide financial statements. 

Interfund Transfers 

Interfund transfers consist of operating transfers from funds receiving revenue to funds through which 
the resources are to be expended. Interfund transfers for the fiscal year2002-03 were as follows: 

l'xansfers Transfers 
Funds In Out 
Building fund s $ 153,175 
Nonmajor governmental fund: 

Deferred maintenance fund 153 175 
Total $ 153,175 $153,175 
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6. CAPITAL ASSETS AND DEPRECIATION 

Capital ~set activities for the year ended June 30, 2003. are shown below: 

Balance<'> 
Iul)'. l, 2002 Additions Deletions 

Land - not depreciable $ $ 1,488,885 $ 
Building and improve111ents 95,938,602 
Equipment 682,159 
Construction in progress l 775 000 
Total capital assets 99,884,646 

Less a<;cW1111lated depreciation for: 
Buildings and improvements 9,096,240 
Equipment 378,182 
Total accumulated depreciation 9,47~422 

Tota,! capital assets • u.et depreciation $ $ 90,410,224 $ 

Depreciation expense was charged to governmental activities as follows: 

Governmental activities: 
Instruction $ 1,390,452 
Supervision of instruction 21,359 
Instruction libl'!llY, ~edia and technology 29,195 
School site adtninistration 111,878 
Home-to-school transportation 31,727 
Food services 1,889 
All other pupil services 76,695 
Data processing 9,591 
All other general adm.inisttation 179,415 
Plant services 302,261 
Other outgo 11,476 

Total depreciation expense .. s ......... 2 .. ,1 .. 65.i,9 ... 3..,8 

Financial Section 

Balance 
June 301 2003 

$ 1,488,885 
95,938,602 

682,159 
1775,000 

$ 99,8~6 

9,096,240 
378,182 

9,474,422 

s 90!410,224 

Ctl Assets were excluded from the financial statements of the district prior to the current fiscal year. 
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7. TAX AND REVENUE ANTICIPATION NOTES 

ne District issued $5,000,000 of tax and ievenue anticipation notes dated August 8, 2002. The notes 
mature on August 7, 2003 and yield 2.50% interest. The notes were sold to supplement cash flow. 

The repayment schedule requires that $2,500,000 be deposited with the County Treasurer in January 
2003, with the remaining $2,500,000 be !leposited in May 2003. The accrued interest payment of 
$125,000 was made in June 2003. · 

8. OPERATING LEASES 

9. 

32 

The District has entered in,to various operating leases for buildings and equipment with lease terms in 
excess of one year. None of these agreements contain purchase options. All the agreements contain a 
termination clause ~viding for cancellation, after a specified number of days and with written notice to 
lessors, but it is unlikely that the District will c;incel any of the agreements prior to the expitation date. 

Future Jllinimum lea!ie payments under these agreements are as follows: 

Year Ended Photocopy Mailing 
June30; Machines Machine Portables Total 

2004 $ 193,159 $ 2,124 $ 1,147,205 $ 1,342,488 
2005 188,467 2,124 190,591 
2006 133,664 2,124 135,788 
2007 38,149 2,124 40,273 
2008 750 2,124 2,874 

Total $ 554,189 $ 10,620 $ 1,147,205 $ 1,712,014 

BONDS PAYABLE 

The District issued Series A ~eral Obligation Bonds in the amount of $40,000,000 on February 10, 
1999 and Series B on May 17, 2001. Series B General Obligation Bonds consist of Current Interest 
Bonds of $30,000,000 and Capital Appreciation Bonds of $16,699,049. The proceeds of the ~otes are 
being used to consti;uct additional classrooms and school faci~ties as needed and to renovate existing 
schools including UP.grading wiring for safety and capacity and renovating aged plumb~ systems, and 
upgrading clasStOoms. 
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Interests on Series A bo)lds are payable semiannually on each Febnwy 1 and August I, commencing 
February 1, 2000, and bears interest rates ranging ftom4.000/o to 7.00"/o. The principal of the bonds js 
payable on August 1 in each year. The Bonds ~turing on and after August 1, 2007 are subject to 
optional redemption prior to maturity at the option of the Distri~t beginning on August 1, 2006. The 
annual debt service requirements of the Series A bonds as of June 30, 2003 are as follows: 

Year Ended Total 
June3Q Prlncil!~ )merest Pamient 

2004 445,000 1,686,469 2,131,469 
2005 580,000 1,660,875 2,240,875 
2006 735,000 1,462,808 2,197,808 
2007 1,520,000 1,706,479 3,226,479 
2008 1,595,000 1,354,554 2,949,554 

2009-13 7,920,000 5,985,741 13,905,741 
2014-18 9,830,000 4,533,723 14,363,723 
2019-23 4,610,000 2,659,723 7,269,723 

2024 10,!:i50,000 42156 10 69l 156 

Totals $ ~zm2aa $ 21 222 ~2a :Ii ~§ 2ZZ ~.!~ 

Interest on Series B Current Interest Bonds is payable semiannually on each Febnwy 1 and August 1, 
commencing February 1, 2002. Series B bonds bear interest rates ranging from 5.00% to 5.25%. The 
principal of the bonds is payabl.e on August I of each year, commencing August 1, 2009. The 
Current Interest Bonds maturing on and after August 1, 2012 are subject to optional redemption prior 
to maturity at the option of the District beginning on August l, 2011. The Capital Appreciation Bo~ 
will not bear current interest, but will accrete interest, at their stated B.ond Yields, commencing on 
their date of delivery, from their respective Denomimitional Amounts to their respective Maturity 
Values on their respective maturity dates, Interest is compounded semiannually on each Febnwy 1 
and August 1, commencing August 1, 2001. The principal and interest of the bonds is payable,on 
August 1 of each year fur the Current Interest Bonds, commencing August 1, 2003. The Capital 
Appreciation Bond maturing on and after August 1, 2014 is subject to. optional redemption prior to 
maturity at the option of the District beginning on August 1, 2013. The annual debt service 
requirements of the Series B Current Interest and Capital Appreciation Bonds as of June 30, 2003 are 
asfQllows: 
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Year Ended Total 
June 30, :f!:jncil!al rnwest Pa~nt 

2004 77,786 1,597,214 1,675,000" 
2005 144,228 1,630,772 1,775,000 
2006 136,212 1,638,788 1,775,000 
2007 132,243 1,647,757 1,780,000 
2008 245,280 1,734,720 1,980,000 

2009-13 6,988,282 7,524,176 14,512,45.8 
2014-18 17,400,000 3,582,500 20,982,500 
2019-23 13,922,219 16,758,198 30,680,417 
2024-27 7 652 799 22 112 2!!1 .2,82~000 

Totals $ ~§22~2 !i ~& 2§2l22 $ lS2!2a~~~ 

A schedule of changes in long-term debt fur the fiscal year ended June 30, 2003, is shown ~lo:w: 

Balance Balance Due Within 
Jul;t: 11 2002 Additions Re2a~cnts June 30, 2003 One Year 

1999 GO Bonds, Series A $ 38,310,000 $ 42S,OOO $ 37,885,000 $ 445,000 
2001 GO Bonds.. Series B 

Cmrent Interest Bonds 30,000,000 30,000,000 
Capillll Appreciation Bonds 16,699,049 16,699,049 77,786 

Accrued vacation 353,060 651928 418,988 

Total $ 8513621109 $ 65,928 $ 425,000 $ 85,003,037 $ 5221786 

10. JOINT POWERS AGREEMENTS 

34 

The District participates in six joint powers agreement (JPA) entities: the South Bay Area Schools 
Insurance Authority (SBASIA), the Schools Excess Liability Fund (SELF), the Santa Clara County 
Schools Insurance Group (SCCSIG), the Schools Alliance for Worker's Compensation Excess Self
Funded (SAWCXSF), the Bay Area, Schools Insurance Cooperative (BASIC), and the Silicon Valley 
Joint Powers Transportation Agency (SVJPTA). A board consisting of a representative from each 
member district gQvems each JPA. The gQverning boards control the operation of the JPA's 
independent of any influence by the District beyond the District's representation on the governing board. 
Each JP A is independently accountl!,ble for its fiscal matters, Budgets are not subject to any approval 
other than that of the governing board MemQer districts share SU!.pluses aii.d· deficits proportionately to 
their partitjpation. The relationship petween the Djstrict and each JP A is such that e;lch JP A is not a 
component unit of the District for financial reporting purposes. 
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The following is a summary of coverage provided by each JPA, and each JPA's financial statement 
illformation: 

The SB.ASIA provides property and liability insurance coverage, 

Total Assets 
Tot!ll Liabilities 
Total Equity 
Total Revenues 
Total Expenditures 

The SELF provides excess property and liability insurance coverage. 

Total Assets 
Total Liabilities 
Total Equity 
Total Revenues 
Total Expenditures 

June30 2002 
$ 4,~10,272 

1,751,671 
3,058,601 
1,326,357 
1,218,075 

June30 2002 
$ 112,124,000 

64,484,000 
47,640,000 
25,829,000 
11,023,000 

The SCCSIG provides workers' compensation insurance and medical coverage for classified and 
administrative employees. · 

Total Assets 
Total Liabilities 
Total Equity 
Total Revenues 
Total Elqlenditures 

Los Altos School District 

June30 2002 
$ 22,002,395 

9,351,369 
12,651,026 
20,485,987 
22,865,290 
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The BASIC provides medical covei:age for certificated employees. 

Total Assets 
Tofa! Liabilities 
Total Equity 
Total Reve11ues 
Total Expenditures 

The SVJPTA _provides transporte,tion services to students witb, disabilities. 

Total Assets 
Total Liabilities 
Total Equity 
Ti;ital Revenues 
Total Expenditures 

SAWCXSF 

The SA WCXSF provides workers' compensation excess protection. 

Total Assets 
Total L~bilities 
Total Equity 
Total Revenues 
Total Expenditures. 

June30 2002 
$ 6,112,419 

1,390,711 
4,721,708 

27,016,564 
28,571,781 

June30 2002 
$ 367,306 

272,784 
94,522 

3,658,363 . 
3,563,841 

June 30, 2003 

$ 31,500,067 
24,535,587 
6,964,480 

20,528,613 
1,197,326 
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11. COMMITMENTS AND CONTINGENCIES 

A. Litigation 

Financial Section 

The District is involved in a litigation and alleged for breach of contract and other causes of 
action. The Pistrict disputes the claim in its entirety and will defend apinst it vigorously. It is 
cun:ently premature to determine the outcome of the litigation. · 

B. Federal and State Allowances, Award, and Grants 

The District has received federal and. state funds for specific pw:poses that are subject to. review 
and audit by the grantor agencies. Although such audits could generate expenditure disallow.ances 
under terms of the grants, it is believed that any required reimbursement will not be lijllterial. 

C. Early Retirement 

The board of education has adopted an early retirement incentive program. The District has 
entered into contracts with certain eligible employees whereby 25 service days per year will be 
.performed during the future five year period or age 65, whichever comes first, for a stipulate<l 
yearly arnount plus employee benefits. The outstanding contract amount fot this pw:pose is 
$25,000. This amount. is contingent upon the employees performing the required service days per 
year. 

12. E.MPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple-employer defined benefit pension plans maintained by 
agencies of the State of California. Certificated employees are members of the State Teachers' 
Retirement System (STRS), and classified employees are memb.ers of the Public Employees' 
Retirements~ (PERS). 

A. State Teachers' Retirement System 

(1) Plan Description 

The District contributes to the STRS, a cost-sharing multiple-employer public employee 
retirement system defined benefit pension plan administered by STRS. The plan provides 
retirement, disability, and survivor benefits to beneficiaries. Benefit provisions are 
esta~hed by state statues, as legislatively amended, within the State Teachers' Retirement 
Law. STRS issues a separate comprehensive annual financial report that includes financial 
statements and require $.!1pplementary information. Copies 9f the STRS ann~ tinantjal 
report may be obtained from the s:rRS, 7667 Folsom Boulevard, Sacnunento, California 
95826. 
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(2) Funrlipg Policy 

Active plan me111bers are required to contribute 8.0%. of their salary and the District is 
required to contr,1>ute an actuarially determined rate. The actuarial methods and assumptions 
used for determining the rate are those adopted by the STRS Teachers' Retirement Board. 
The required employer contribution rate for fiscal year 2003 was 8.25% of annual payroll, 
The contn1>ution requirements of the plan !]'.lembers are established by state statute. The 
District's contributions to STRS for the fiscal year ended $une 30, 2003, 2002, and 2001 were 
$1,327,205, $1,314,~00 and $1,280,533 respectively, and equal lOOo/o of the required 
contributions for each year. 

B. Public Employees' Retirement System 

(1) Plan Description 

The Dis1;r:ict contri!,utes to PERS, a cost-sharing multiple-employer public employee 
retirement system defined .benefit pension plan administered by PERS. The plan provides 
retire?I!en( and disability benefits, annual cost-of-living adjustments, and death benefi~ to 
plan members and beneficiaries. Benefit provisions are established by state statutes, as 
legislatively amended, within the Public Employee's Retirement Law. PERS issues a 
separate comprehensive annual financial report that includes tinan.cial statements and 
required supplementary information. Copies of the PERS anp.ual financial report may be 
obtained from the PERS Executive Office, 400 P Street, Sacramento, CA 95814. 

(2) Funding Policy 

Active plan ~bers are required to contribute 7.0% of their salary (7% of monthly salary 
over $133.33 if the member participates in Social Security), and the District is required to. 
contribute an actuarially determin~ rate. The actuarial methods and assumptions used foi
determining the rate are those adopted by the PERS :13oard of Alhninistration. The required 
employer contribution rate for ffscal year 2003 was 2.894% of annual payroll. The 
contribution requirements of the plan members are established by state statute. The District's 
contribution to PERS for the fiscal year ended June 30, 2003, 2002, and 2001 were $107,002, 
$74,134 and $59,253, respectively, and equal 100% of the required contn'butions for each 
year: 

13. POSTEMPLOYl\fENT BENEFITS OTHER THAN PENSION BE:m:FITS 

38 

The District Board provides post-retirement benefits to the District's employees as follows: 

Certificated Personnel - The School Board shall provide fully paid health insurenc;e premiums for unit 
members for life, and dependent(s) for thQse unit members retiring after reaching their 5~th birthday 
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provided tha.t said unit member has served ten consecutive years of ~ce in the District immediately 
prior to retirement and were hired prior to Oct.ober 1, 1988, and the retiree shall reimburse the District 
for the dependent's portion of the ~um. Said dtlP.(lndent coverage shall terminate at the age of 65. 
A School Board approved leave shall constitute a year of service for the purpose of eligibility. 

Classified Personnel. The School Board will provide health and major medical benefits to all retirees 
who were hired before Nov.embet: 1, 1988. The health insurance plan to be provided will be equal t9 

the plan selected by the employee for the final year of employment and shall remain in force until the 
. 6Sth birthday at which time the employee shall apply for Medicare coverage. After that time, the 
District's benefit to the employee will be supplemental to Medicare coverage only. The option to 
cover retiree dependents shall be exercised by the retiree with premiums being paid annually by the 
employee through the District 

Management Personnel - Management employees who were hired before July 1, 1989, who have 
served five years in the District immediately prior to retirement and ten consecutive years in th.eir 
retirement sYStem and who retire after their SSth birthday will remaill in the management health care 
plan until their 65th birthday, with premiums paid for the employee and dependents by the. District 
When the employee or dependent reaches age 65, they shall apply for Medicare, if eligible, and the 
District. will pay premiums for health care on a ''carve out" basis. Employees or dependents ineligible 
for Medicare will be carried on the District's regular health care plan for the group or will be 
provided with a similar plan. The District will also pIO".ide dental coverage for these employees al;ter 
their retirement 

Management employees who were hired on or after July 1, 1989 and their dependents may participate 
in the District's health and dental plans after retirement if their participation is allowed by the plans 
currently in force. Premiums will be paid by the employee through the District 

Confideptjal Personnel - The School Board shall P.rovide fully paid health premiums for employees' 
dependents for those retiring after reaching their SSth birtbday provi,ded that said member has served 
five years in the District and ten consecutive years in their retirement system prior to retirement and 
was hired before November 1, 1988. The School Board shall also provide for such retiring 
employees' dental coverage as specified above. This coverage shall remain in force until the 
employee and/or dependent's 65th birthday, at which time the employee and/or dependent shall apply 
for Medic.are coverage. After that time, the District's benefit to the employee .and/or dependent will 
be supplemental to Medicare on a "carve-out" basis for those employees and/or dependents who 
qualify for Medicare. Employees and/or dependents that do not qualify for Medicare will be carried 
on the District's regular health plan for the group. These provisions shall also apply to employees 
hired after October 31, 1988, when ~ey retire, except that the premiums will be paid by the employee 
through the District. 

For the fiscal year ended June 30, 2003, the District expei:ided $863,596 of post-retirement health.care 
benefits. 
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Tax and Revenue Anticipation Notes 

J'he District issued $6,000,000 of tax and. revenue anticipation notes dated July 1, 2003. The notes 
mature. on June 30, 2004 and yield l.S% interest. The notes were sold to supplement cash flow. 

Repayment requirements are that $2,400,000 is to be deposited with the County Treasurer in January 
2004, and the remainder of $3,600,000 to be deposjted in April 2004. Accrued interest of $90,000 will 
be deposited in May 2()04. 

General Obligation Bonds 

On October I, 2003, the District issued Series C Gen~ Obligation Bonds in the amount of $8,000,000 
that requires the county to levy annual a4 valorem taxes for the interest and principal on the bonds. The 
proceeds of bonds are used to construct additional classrooms and school facilities as needed and to 
renovate existing schools including to upgrade wiring for safety and capacity and renovating aged 
plumbing sYStems, and upgrading classrooms. 

Interests on Series C bonds are payable semiannually on eac;h Februacy I and l\ugust 1, co~ncing 
Febcwuy 1, 2®4, and beats interest rates ranging from 2,50% to 10.00%. The principal of the bonds is 
payable on August 1 in each year. The Bonds maturing on and~ August 1, 2012 are su)lject to 
optional redemption prior to maturity at the option of the District beginning on ~t I, 2011. 
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GENERAL AND FINANCIAL INFORMATION 
Introduction 

The Los Gatos Union School District (the "District") provides educational services to residents of the 
Cities of Los Gatos, Monte Sereno, and San Jose and adjoining unincorporated areas in Santa Clara County. 
The District serves a population of approximately 27,073. 

The District operates four elementary schools (K-5) and one middle school (6-8). 

The District's 2003/04 pupil-teacher ratios are 19.4: 1 for grades K-3, 26.9: 1 for grades 4-5 and 25.5: 1 
for grades 6-8. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in alternate slates. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Mary Ann Park has served in this capacity since October 1998. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

LOS GATOS UNION SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/01 (b) 

2001/0ib) 
2002103(b) 
2003/04(c) 
2004/05(c) 

<•> Includes grades K-8, special education and home and hospital. 
(b) Audited Financial Statements. 
(c) Estimated - Second Interim Report adopted on March 9, 2004. 
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Average Daily Attendance(•) 

2,704 
2,650 
2,576 
2,591 
2,517 



Labor Relations 

The District employs 160 full-time equivalent certificated and 68 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

Labor Organization 

Los Gatos Elementary Teachers Association 

LOS GATOS UNION SCHOOL DISTRICT 
Labor Relations 

Number of Employees 
In Organization 

Los Gatos Union Classified Employees Association 
136 
36 

(a) Negotiations pending. 

Source: The District. 

Investment of District Funds 

Contract Expiration Date 

June 30 20Q6(a) 
June 30: 2004<•) 

Substantially all District operating funds are held by the Santa Clara County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX E-SANT A CLARA COUNTY -COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Because the District's property tax revenue exceed its calculated revenue limit, the District is 
considered a basic aid district. Basic aid districts receive no additional State aid. Under current law, basic aid 
districts retain all local property tax revenues, and, as a result, receive more revenue limit income than is their 
revenue limit entitlement. The District expects a 2% increase in revenues from property taxes in fiscal year 
2004/05. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education," 
"GENERAL SCHOOL DISTRICT INFORMATION- Basic Aid Districts" and"- Average Daily 
Attendance" herein. 

99 



Fiscal Year 

2000101<•) 
2001102<•) 
2002103<•) 
2003/Q4<b) 
2004/05(b) 

(a) Audited Financial Statements. 

LOS GATOS UNION SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$12,024,086 
12,106,255 
12,578,183 
12,122,349 
12,357,256 

(bl Estimated- Second Interim Report adopted on March 9, 2004. 

Percent of General Fund Revenues 

63.93% 
64.74 
66.89 
60.69 
62.28 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of"step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects a reduction of five full-time equivalent certificated and a reduction of three full
time equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated salary 
increase for certificated employees, and a 0% negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to increase by 1.31 % in the 2004/05 fiscal 
year. 

(a) 

(b) 

Fiscal Year 

2000/0l(a) 
20011oit•l 
2002103(•) 
2003/04(b) 
2004/05(b) 

Audited Financial Statements. 

LOS GATOS UNION SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits Percent of General Fund Expenditures 

$15,566,802 
15,890,042 
16,473,390 
15,919,389 
16,127,613 

83.75% 
84.53 
86.44 
82.59 
84.66 

Estimated- Second Interim Report adopted on March 9, 2004. 
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Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

LOS GATOS UNION SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Unaudited Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000101<•) 20011oi•J 2002103(b) 2003/04(h) 2004/05(c) 

Revenues 

Revenue Limit Sources: $12,578, l 83 $12,122,349 $12,357,256 

State Aid $ 467,854 $ 255,708 

Property Taxes 11,556,232 11,850,547 

Federal Revenue 329,915 315,025 440,005 683,257 683,257 

Other State Revenue 3,059,296 2,527,248 1,992,075 1,778,794 1,709,794 

Other Local Revenue 3,393,823 3,752,265 3,793,929 5,388,247 5,092,021 

Total Revenues 18,807,120 18,700,793 18,804,192 19,972,647 19,842,328 

Expenditures 

Certificated Salaries 10,656,952 10,745,965 10,786,158 10,447,591 10,400,043 

Classified Salaries 2,386,938 2,570,191 2,535,224 2,343,292 2,390,158 

Employee Benefits 2,522,912 2,573,886 3,152,007 3,128,506 3,337,412 

Books and Supplies 837,193 778,369 723,855 1,480,347 1,367,440 

Services, Other Operating Expenses 1,594,012 1,907,044 1,856,847 1,844,570 1,581,950 

Capital Outlay 370,835 252,146 26,240 49,318 0 

Other Outgo 218,338 (29,739) (22,832) (19,153) (26,340) 

Total Expenditures 18,587,180 18,797,862 19,057,500 19,274,471 19,050,663 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 79,356 0 245,230 7,500 7,500 

Interfund Transfers Out I Other Uses (401,100) (247,000) (263) 0 0 

Total Other Financing Sources/(Uses) (321,744) (247,000) 244,966 7,500 7,500 

Excess of Revenues Over (Under) Expenditures (101,804) (344,069) (8,342) 705,676 799,165 

Beginning Fund Balance 1,592,042 1,490,238 1,146,169 1,137,827 1,843,503 

Ending Fund Balance $ 1,490,238 $ 1,146,169 $ 1,137,827 $ 1,843,503 $ 2,642,668 

(a) Audited Financial Statements. 
(h) Unaudited Financial Statement. 
(c) Estimated- Second Interim Report adopted on March 9, 2004. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $3,250,000 in tax and revenue 
anticipation notes due June 30, 2004. The notes are general obligations of the District secured and payable 
from general fund revenue received during, or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "LOS GATOS 
UNION SCHOOL DISTRICT- Excerpts from Audited Financial Statements. June 30, 2003." 

Subsequent to the date of the Audited Financial Statement, June 30, 2003, the District issued Election 
of 2001 General Obligation Bonds, Series Bin the amount of$25,000,000 on December 4, 2003. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.92 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

Projected Cash Balance, July 1, 2004 

LOS GATOS UNION SCHOOL DISTRICT 
Note Coverage Ratio 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

Other District Funds 

$ 1,943,502 

23,039,578 

(19,050,663) 

$ 5,932,417 

$ 3,089,750 

l.92: l 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES-Other District Funds" herein. 
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Special Revenue Funds 
Cafeteria 
Deferred Maintenance 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
Special Reserve (Capital) 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

(a> Audited Financial Statement. 
(b) The District. 

Cash Flows 

LOS GATOS UNION SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, 
Balancel•l 

$ 65,376 
427,731 
493,107 

33,901,855 
828,142 

4,735,119 
39,465,116 

$39,958,223 

June 30, 2004, 
Estimated Balance(bl 

$ 15,000 
215,658 
230,658 

24,319,956 
644,474 

5,486,040 
30,450,470 

$30,681,128 

June 30, 2005, 
Estimated Balancelbl 

$ 10,000 
0 

10,000 

14,300,500 
209,913 

3,500,000 
18,010,413 

$18,020,413 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Los Gatos Union School District 
lfax and Revenue Anticipation Notes 

EXHIBITI 
JD\CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 

Beginning Cash ,111 JI • ;,,m :ii 1JJ Ill !111 ;JI ;JI !111 ;ill ;Ji 

Receipts 

Revenue Limit: Property Tax 32,176 0 16,623 1,116,970 902,198 3,333,392 1,396,673 200,000 800,000 2,800,000 800,000 516,370 Ill 
Revenue Limit: State Aid 78,964 48,022 65,082 65,141 5,098 5,087 146,250 (41,000) (41,000) (41,000) (41,000) (41,697) !I 
Other Receipts 225,331 169,049 133,710 417,484 71,397 1,517,085 1,886,921 185,938 200,000 2,400,000 400,000 211,337 ;JI 
Note Proceeds 3,267,001 0 0 0 0 0 0 0 0 0 0 31,614 ~ 
Total Receipts ;JI 'II • lB II a • • ,i :,) JJ) 11 ii 

Disbursements 

Salaries and Benefits 321,342 350,428 1,460,643 1,458,210 1,508,928 1,492,664 l,491,523 1,490,000 1,490,000 1,490,000 1,490,000 1,475,651 • Other Disbursements 764,577 112,202 124,498 272,177 255,609 363,021 574,192 102,768 250,000 350,000 300,000 278,534 • Note Payment Pledge 0 0 0 0 0 0 1,300,000 0 0 1,300,000 698,615 0 ;JI 
Total Disbursements • Ill • • 1/1 • • • ;JI ;J) • • • 

Net Increase/Decrease "3 (' <• (JI (IJ ~ ll (JiJ (~ ;J) <• (3 II 

Ending Cash ;JI JI • • 1JJ Ill • ;JI ;111 "' JJI ,,, • 
EXHIBIT II 
fl>ROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April May June Total 

Beginning Cash • !111 • • • ;a JI • • • 111 JI • 
Receipts 

Revenue Limit: Property Tax 50,000 0 50,000 1,000,000 600,000 3,400,000 1,400,000 400,000 800,000 3,000,000 800,000 657,256 • Revenue Limit: State Aid 50,000 75,000 50,000 50,000 0 0 100,000 (25,000) (25,000) (25,000) (25,000) (25,000) ID 
Other Receipts 325,000 225,000 275,000 125,000 0 1,475,000 1,800,000 175,000 200,000 2,425,000 400,000 167,572 :II 
Note Proceeds 3,039,390 0 0 0 0 0 0 0 0 0 0 50,360 JI 
Total Receipts JI Pl ,i .. ID 1111 JD Pl ,i l!ll ;JI II • 

Disbursements 

Salaries and Benefits 350,000 375,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,502,613 ~ 
Other Disbursements 625,000 375,000 275,000 350,000 275,000 275,000 250,000 125,000 200,000 225,000 200,000 148,050 JD 
Note Payment Pledge 0 0 0 0 0 0 1,200,000 0 0 1,200,000 689,750 0 JI 
Total Disbursements ,i Ii) JJ) JJ) JJ) JJ) ;J) ;JI ;,) ;J) ;ii • • 

Net Increase/Decrease ,. (II (»! (f (JJ) ;J) ID (;I) (~ ~ (1' (fJ II 

Ending Cash !111 ;JI ~ • ;a • • ;JI • 
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Vavrinek, Trine, Day & Co., LLP 
CerUfied Public Accountl!nts & Consultl!nts 

Board of Trustees 
Los Gatos Union School District 
Los Gatos, California 

INDEPENDENT AUDITORS' REPORT 

VALUE fHE DIFFERENCE 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the District, as of and for the year ended June 30, 2003, which 
collectively comprise the District's basic financial statements as listed in the table of contents. These financial 
statenJents are the responsibility of the District's management. 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, 
the standards applicable to financial audits contained in Government Audittng Standards, issued by the 
Comptroller General of the United States, and Standards and Procajures for Audits of California K-12 Local 
Educational Agencies, prescribed by the State Controller. Those standards require that we plan and perfonn the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evid~ce supporting the amounts and disclosures in the financial 
statements. An audit alsi,. includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion. the financial statements referred to above pres!'llt fairly, in all material respects, the financial 
position of the governmental activities, each major fund, and the aggregate remaining fund information of the Los 
Gatos Union School District, as of June 30, 2003, and the respective changes in financial position for the year 
then ended in conformity with accounting principles generally accepted in th.e Uoi.ted States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated October-10, 2003, on 
our consideration of the District's internal control over financial reporting and on our tests ofits compliance with 
certain provisions oflaws, regulations, contracts, and grants. That report is an integral part of an audit perfonned 
in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit. 

As discussed in the Notes to the basic financial statements, the accompanying financial statements reflect certain 
changes required as a result of the implementation of GASB Statement No. 34 for the year ended June 30, 2003. 
This results in a change to the format and content of the basic financial statements. 

3880 South Bascom Avenue. Suite 215 San Jose. CA 95124 Tai: 408.558.0770 Fax: 408.558.0765 www.vtdcpa.com 

FRESNO • LAGUNA HIL~S • P.LEASANTON • _RANCHO CUCAl,\ONGA • SAN JOSE 

The required supplementary infonnation, such as management's discussion and analysis on pages 3 through 8 and 
budgetary comparison information on page 36 are not a required part of the basic financial statements, but.is 
supplementary infonnation required by the Governmental Accounting Standards Boai;d. We have applied certain 
limited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did not audit the 
informatic;m and express no opinion on it. 

Our audit was conducted far the purpose of ibnning an opinion on the financial statements that collectively 
comprise the District's basic financial statements. The other supplementary information listed in the. table _of 
contents, including the Schedule of Expenditures of Federal awards which is required by U.S. Office of 
Management and Budget Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations, is 
presented for purposes of additional analysis and is not a required part of the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic tinancial statements 
and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. 

{ Mai.,L 'I ,l,h,,t_, fr/ I&,. LLf 
San J~, Califom!a 
October 10, 20Q:\ 
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LOS GATOS UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

This section of Los Gatos Union School District's (LGUSD) annual financial presents our discus,s:ion and analysis 
of the District's financial performance during the fiscal year that ended on June 30, 2003. Please read it in 
conjunction with the transmittal letter of this report and the District's financial statements, which immediately 
follow this section. 

FINANCIAL HIGHLIGH'IS 

• Strong reserve levels were ~tained in the 2002-03 year. Available reserves at year-end were $1,356,634 
or 7.12% of total General Flllld expenditures. 

• Expenditures exceeded revenues in the General Fund by $8,343, however, in the Umestricted General Fund 
we generated a surplus of$226,613. 

• $35 million in general obligation bonds were sold in fiscal year 2001-02 for construction and modernization 
projects throughout the District. Approximately $17.4 million was spent on modernization projects in the 
2002-03. fiscal year. An additional $20 million in bonds will be issued in November 2003. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This annual report consists of three parts, management's disCl!Ssion and analysis (this section), the basic financial 
statements and required supplementary information. The basic financial statements include two kinds of 
slatements that present different views of the Distrii;t: 

• The first two statements !ll'e district-wide financial statements that provide both short-term and lo11g-term 
information about the District's overall financial status. 

• The remaining statemet)ts are fundfm(lllcial statements that focus on individual parts of the District, reporting 
the District's operations in more. detail thl!Il the district-wide statements. 

• The governmental f u111fs statements tell how basic services like general and special education were financed in 
the short-tenn as well as what remains for future spending. 

• Fiduciary funds statem.ents provide information about the financial relationships in which the District acts 
solely as a trustee or agent for the benefit of others to whom the resources belong. 

Figure A-1 summarizes the major features of the District's financial statements, including the portion of the 
District's activities they cover the types of information they contain. The remainder of this overview section of 
manag~ent's discussion and analysis highlights the structure and contents of each of the statements. 
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LOS GATOS UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Figure A-I 
Major Features of the District wide and Fu~d Financial Statements 

Fnnd Statements 

Characteristics District-wide Governmental Funds Fiducl11rv Funds 
Scope Entire District, except The activities of the Jns.tances in which the 

fiduciary activities District that are not District administers 
proprietazy or fiduciary resources on behalf of 

~omeone else, S1,1ch as 
student bodv activities 

Required financial *Statement of net assets *Balance sheet *Statement of fiduciary 
statements net assets 

*Statement of activities 
*Statement ofi:evenues, *Statement of changes 
expenditures & changes in in fiduciary net assets 
fund balances 

*Reconciliation .to 
district-wide 
financial statements 

Accounting basis and Accrual accounting and Modified accrual Accrual accounting and 
Mea.surement focus economic resources accounting and current economic resources focus 

focus financial resources 
focus 

Type or asset/liability All assets and liabilities Only assets expected to be All assets and liabilities, 
information both financial and used up and liabilities that Both short-tenn and lo,ng-

capital, short-term and come due during the year or term; standard funds do 
long-term soon thereafter; no capital not currently contain non-

assets included financial ~ts, though 
they can 

Type of inflow/outflow All revenues and Revenues for which cash is All revenue and expenses 
infonnation e,c:penses during the received dµring or soon after during the year, regardless. 

year, regardless of the end of the year; of when cash is received 
when cash is received expenditures when goods or or paid 
or paid services liave been received 

and payment is due during 
the vear or soon thereafter 

D:tSTRICT-WJDE S"rATEMENTS 

The district-wide statements report information about the District as a whole using acco1ll!ting methods similar to 
those used by private-sector companies. The statement of net assets includes all of the District'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. 
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LOS GATOS UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

The. two district-wide statements report the district's net assets and in the changes in net assets. Net assets (the 
difference between the District's assets and liabilities) are one way to measure the district's financial health or 
position. 

• Over time, increases or decreases in the District's net assets are an indictor of whether its financial position is 
improving or deteriorating, respectively. 

• To assess the overall health of the District one needs to consider additional non-financial factors such as 
changes in the District's property tax base. and the condition of school buildings and other facilities. 

In the district-wide financial statements the District's activities are combined into one category: 

• Governmental octivitles -The District's basic services are included here, $11Ch as regular and special 
edl.l<:ation, food services, and administration. Property taxes, state apportionments, federal and state 
categorical resourc;es and other local income resollfCes finance most of these activities. 

FUND FINANCIAL STATEMENTS 

The fund :financial statements provide more detailed information.about the District's. most significantfands, not 
the District as a whole. Funds are accounting devices the District uses to keep track of specific sources of funding 
and spending on particular programs: 

• Some funds are required by State law and by bond covenants. 

• The District establishes other funds to.control and manage money for particular purposes (like cafeteria 
and deferred maintenance funds) or to show that it is properly using certain revenues, like federal grants. 

The District has two kinds of funds: 

• GQvernmentalfal!ds-Most of the J,:listrict's basic services are included in governmental funds, which 
generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in 
and out and (2) the balances left at year-end that are available for spending. Consequently, the 
governmental funds statements provide a detailed short-term view that helps you detennine whether there 
are more or fewer financial resources that can be spent in the near future to finance the District's 
programs. Because this information does not encompass the additional long-term focus of the district
wide statements, we provide additional information at the bottom of the governmental funds statements 
that explain the relationship ( or difference) between them. 

• Fiduciary fonds - The District is the trustee, or fiduciary, for assets that belong to others, such as the 
student body funds. The District is responsible for ensuring that the assets belong. All of the District's 
fiduciary activities arc reported in a separate statement of fiduciary net assets and a statement of changes 
in fiduciary net assets. We exc1ude these activities. from the district-wide financial statements because the 
District cannot use these assets to finance its operations. · 
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LOS GATOS UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 

Net assets. The District's combined net assets were $16.9 million.on June 30, 2003. (See Table A-1.) All 
District net assets are the result of governmental activities. 

Los Gatos Union School District 
Net Assets 

Governmental 
Actjvjties-2003 

(in millions of dollars) 

Current and Othei: Ai;sets
Capital Assets 

Total Assets 

Long-term debt outstanding 
Other Liabilities 

Total Liobillties 

Invested in Capital assets net of related debt 
Restricted 
Unrestricted 

Total Jllet Assets 

GOVERNMENTAL ACTIVITES 

34.0 

™ S57.6 

34.0 
u 

S40.7 

6.9 
8.7 
.u 

S!.§,2 

Revenues for the District's governmental activities were $23.3 millio11, while total expenses were $21.5 million. 
The increase in net assets for governmental activities was $1.8 million in 2003. 

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS 

The financial performance of the District as a whole is reflected in its governmental funds. At year end, the 
District repo~d a combined fund balance of $27. 7 million. This includes .~.2 milli~n in cap~ pro)ect fu?d 
balances. The General Fund ended the yeru: with a fund balance of $1.l milhon of which $.2 milhon 1s restricted 
and S.9 million is unrestricted. 
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LOS GATOS UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

GENERAL FUND BUDGETARY IDGHLIGHTS 

Over the .course of the year, The District revised the annual operating budget several times due to updated 
projections and actual costs. Following arc highlights of the largest changes. 

• Net increase in revenue li!nit funding due to the district becoming a Basic Aid district. 
• Net increases in both :revenue and expense for federal, state and local grant awards. 
• Actual revenues were $720,038 higher than the final budget due mainly to the above noted items. 
• Budgeted expense over revenue was anticipated to be $710, 747 but the actual deficit was $8,343, ,igain mainly 

due to the revenue increase. 
• Actual salary cxpCAditures were $270,184 above original budget mainly due to staffing changes. 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

By the end of fiscal year 2003, the District has invested $23 .6 million in a board range of capital assets including 
school buildings, computer and audio-visual equipment, and administrative offices. (See Table A-2) This 
represents an increase of approximately $17.4 million over the prior year. Total depreciation expense for the year 
was $460,684. Accumulated depreciation at YCllr end was $18.8 million. 

TableA-2 
Los Gatos Union School District Capital Assets 

(net of aecumnlated depreciation) 

Land 241.214 
Buildin11s 3,845,306 
Furniture and Ennmment 336,156 
Construction in Prom:ess 19,154.577 
Total $23 577.263 

The"J)istricthas a large balance of construction work in progress related to the modernization of Louise Van 
Meter and Raymond J. Fisher schools. Los Gatos Union School District's student enrollment is 2,581. 

The District's fiscal year 2004 capital budget projects spending another $16.03 million for capital projects, 
principally in the following areas: 

• Construction, modernization and expansion ofVan Meter and Fisher schools. 
• Project planning at t\lrQ elementary schools. 
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LOS GATOS UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

LONG-TERM DEBT 

At year-end, the DiS,trict has $34 m.i!lion in outstanding long-term debt (More detailed information about the 
District's long-term liabllities is presented in Note 9 to the financial statements.) In June 2001, voters authorized 
$91 million in general obligation bonds to be issued over a period of six years. The first $35 million in_ bonds 
were issued in October 30,2001. 

Bond Ratings 

The District's general obligation bonds have carried the highest rating possible -AM. 

Limitations op Debt 

The state limits the amount of general obligations debt the District can issue to 2.5 percent of the 
assessed value of all taxable property within the District's corporate limits. Our outstanding 
debt is below this limit-which is currently $67.4 million. 

FACTORS BEARING ON: rJ1E DISTRICT'S FUTURE 

At the time these fmaucial statements were prepared and audited, the District was aware of two significant 
circumstances that could significantly affect its financial health in the future. 

• The existi!lg state budget shortfall ofan estimated $38 billion continues to add to the uncertainty at the District 
over budget and program planning for the 2003-04 year and beyond. 

• The District has moved into Basic Aid status for the 2003--04 fiscal year. While normally this change would 
be of benefit to the District, it is unclear how much a.dditional general revenue the District will receive 
because of l) State proposals to eliminate Basic Aid Apportionment ($120 per student) plus the requirem~t 
to fund a 1.5% deficit factor and 2) the uncertainties existing in the District's property tax base because _of 
property. tax appeals. in the Gounty of Santa Clara affecting $29 billion in disputed assessed valuations. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, ancl investors and creditors. with a 
general overview of the District's finances and to demonstrate the District's accountability for the money it 
receives. If you have questions about his report or need additional financial information, contact the Bu,siness 
Office, Los Gatos Union School District, and I 5766 Poppy Lane, Los Gatos, California 95030. 
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LOS GATOS UNION SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Assets 
Deposits and investments 
Receivables 
Due from other governI!lental units 
Stores inventories 
Capital assets 
Less: Accumulated depreciation 

Total assets 

Liabm~ 
Overdrafts 
Accounts payable 
Due to other governments 
Deferred revenue 
Current loans 
Current portion of long-term obligations 
1,1'oncµn-ent portion oflong-term obligaticms 

Total liabilities · 
Net Assets 

Invested in capital assets, net of related debt 
Restricted for: 

Debt service 
Capital projects 
Legally restricted 
Special revenue 

U:nrestricted 
Total net assets 

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

$ 33,249,251 
722,196 
32,679 

3,383 
42,393,256 

(18,815,993) 
S 57,584,772 . 

$ 

$ 

244 
3,251,714 

39,109 
274,520 

3,074,792 
980,662 

33,054,182 
40,675,223 

6,965,721 

1,430,832 
6,433,444 

220,519 
588,409 

1,270,624 
16,909,549 

LOS GATOS UNION SCHOOL DISTRICT 

STATEMENT OF ACTMTIES 
FOR THE YEAR ENDED JUNE 30, 2003 

Functions/Programs Expenses 
Governmental activities: 

Program Revenues 
Charges (or Operating 
Services and Grants and 

Sales Contributions 

Net (Expenses) 
Revenues and 

Chan&e5in 
Net Assets 

GQVermnental 
Activities , 

Instruction $ 12,855,470 $ 535,349 $ 1,204,338 $(11,llS,783) 
Instruction related activities: 

Supervision of instruction 
Instructional hbrazy, media and techno!.ogy 
School site administration 

Pupil services: 
Home-to-school transportation 
Food services 
All other pupil services 

General administration: 
All other general administration 

Plant servi.;es 
Interest on long-term debt 
Other (outgo) 

Total eoveromental-type activities 

770,761 
244,676 

1,453,070 

74,624 
482,662 
710,335 

1,585,589 
l,6!18,227 
1,622,454 

5,834 

13,7!16 
67 

195 

185,643 
124,234 

9,483 
224 

21,503,702 868,991 
General revenues and subvem:ions: 

Property taxes, levied for general PUIJ?OSCS 
Property taxes, levied for debt service 
Taxes levied for other specific purposes 

41,23!l-
8,S!l6 

17,388 

43,740 
286,714 
199,117 

24,632 

3419 
1,829,178 

Federal and State aid not restricted to specific PlllllOSes 
lilterest and inves1ment earnings 
Transfers 
Miscellaneous 

Subtotal, general revenues 
Cbanee in net assets 

Net assets • begu,ning 
Net assets- ending 

The accompanying notes are an integral part of these financial statements. 
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(715,731) 
(236;013) 

(1,435,487) 

(30,884) 
(lO~OS) 

(386,!184) 

(1,SSl,474) 
(1,698,003) 
(1,622,454) 

(2.415) 
(18.805,533) 

12,086,845 
2,203,214 
2,757,044 
1,826,432 

957,329 
67!1,384 
104,056 

20,614,304 . 
1,808,771 

15.100,778 
$ 16,909,549 



LOS GATOS UNION SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
BALANCE SHEET 

I 
JUNE 30, 2003 

Special Reserve Non Major 

1 Gener!ll Building Capital Outlay Governmental 
Fund Fund Fund Funds 

ASSETS 

1 Deposits and investments $4,568,483 S1M28,250 $ 5,837,874 $. 3,414,644 
Receivables 570,399 98,953 18,966 33,878 

1 
Due from other funds 57,376 4,926 264. 
Due from other governments 32,679 
Stores. inventories 3,383 

] 
Total assets $5,228,937 $19,532,129 $ 5,856,840 $ 3,452,169 

LIABILJTIES AND 
FUND BALANCES 

l Liabilities: 
Overdrafts $ $ $ $ 244 
Accounts payable 697,501 2,166,116 57,131 
Due to other funds. 5,189 28,711 28,666 
Due to other govequnents 39,109 
Other current Liabilities 3,074,792 

This page left blank i.ntentlonally. Deferred revenue 274,520 
Total liabilities 4,091,111 2,194,827 86,041 

Fund Bala.nces: 
Reserved for: 

Stores inventories 3,383 
Other reservations 220,519 

Unreserved: 
Undesignatcd, reported in: 

General fund 917,307 
Special revenue funds 585,026 
Debt service funds 1,761,798 
Capital projects funds 17,337;302 5,856,840 1,015,921 

Total fund balance 1,137,826 17,337,302 5,856,840 3,366,128 
Total Li:!bilities and 
Fund Balimces $5,228,937 $19,532,129 $ 5;856,840 $ 3,452,169 

The accompanying notes are an integral part of these financial statements. 
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l 
1 

J 

$ 

Total 
Governmental 

Funds 

S 33,249,251 
722,196 
62,566 
32,679 
3,383 

$ 34,070,075 

s 244 
2,920,748 

62,566 
39,109 

3,074,792 
274,520 

6,371,979 

3,383 
220,519 

917;307 
585,026 

1,761,798 
24,210,063 
27,698,096 

34,070,075 
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LOS GAl'OS UNION SCIIOOL DISTRICT 

GOVERNMENTAL FUNDS 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Amounts Reported for Governmental Activities in the Statement of Net 
Assets are Different Because: 

Total Fund Balance - Governmental Funds 

Capital assets used in governmental activities are not financial resources and, 
therefore, are not reported as assets in govermil!lntal funds. 

The cost of capital assets is 
Accumulated depreciation is 

In governmental funds, unmatured interest on long-term debt is recognized in 
the period when it is due. On the government-wide statements, unmatured 
interest on long-tenn debt is recognized when it is incurred. 

Lopg-term liabilities, including bonds payable, are not due and payable in the 
current period and, therefore, are not reported as liabilities in the funds. 

Long-term liabilities.at year end consist of: 
Bonds payable 
Capital leases payable 
Compensated absences (vacations) 

Total Net Assets - Giivernmental Activities 

The accompanying notes are an integral part of these financial statements._ 
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$ 27 ,698,096 

$42,393,256 
(18,815,993) 23,577,263 

33,900,000 
48,844 
86,000 

(330,966) 

(34,034,844) 
$ 16,909,549 . 



LOS GA'fOS UNION SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
STATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCE 
FOR THE YEAR ENDED JUNE 30, 2003 

Special Reserve Nonllllljor 
General Bulldin11 Capital Governmental 
Fund Fund Fund Funds 

REVENUES 
Revenue limit s11urces $12,578,180 $ s; $ 
Federal sources 440,005 38,098 
Cl'ther state sowces l,!1!12,075 105,644 
Other local sources 3,7!13,!12!1 703,730 744,098 2,!116,714 

Total Revenues. 18,804,18!1 703,730 744,098 3,060,456 
EXPENDITURES 
Cw:rent 

Instruction 12,446,178 
Instruction related activities: 

Supervision of instruction 770,761 
Ins1ntctiooal libraxy, media and technology 246,031. 
School site administration 1,453,070 

Pupil S=ices: 
Home-to school transportation 74,624 
Food services 408 489,165 
All other pupil sl!I'Vices 710,335 

This page left blank intentionally. General administration: 
All other general administration 1,529,871 28,665 

Plant services 1,683,065 24,309 
Facility acquisition and construction 62,529 

Debt service 
17,121,177 58,058 127,909 

Principal l,100,000 
Interest and other 74,792 1,621,068 

Total Espenditures 19,051,1564 17,145,486 58,058 3,366,807 
Exeess (deficiency) of 
revenues ovu expenditures (247,475} (ltl,441,75~ 686,040 (306,351) 
Other Financing Sources (Uses): 

Transf~in 245,230 435,681 86,519 
Transfers out (264) (122,797) (644,36!1) 
Other uses (5,834) 

Net Financing Sources (Uses) 239,132 {122,797) 435,681 (557,850) 
NET CHANGE IN FUND BALANCES (8,343) {16,564,553) 1,121,721 (864,201) 
Fund Balance - Beginning 1,146,169 33,901,855 4,735,119 4,230,329 
Fun!l Balance • Ending $ l,i37,S26 $ 17,337,302 $ 5,856,840 · $ 3,366,128 

The ~ccompanying notes are an integral part of these financial statements. 
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Total 
Governmental 

Funds 

$ 12,578,180 
478,103 

2,097,719 
8,158,471 

23,312,473 

12,446,178 

770,761 
246,031 

1,453,070 

74,624 
489,573 
710,335 

1,558,536 
1,707,374 

17,369,673 

1,100,000 
l,695,860 

39,622,015 

(16,309,542) 

767,430 
(767,430) 

(5,834) 
(5,834) 

(16,315,376) 
44,013,472 

$ 27,698,096 
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LOS GATOS UN.ION SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
TO THE DISTRICT-WIDE STATEMENT OF ACTMTIES 
FOR THE YEAR ENDED JUNE 30, 2003 

Amounts Reported for Governmental Activities in the Statement of 
Activities are Different Because: 

Total Net Change In Fnnd Balances - Governmental Funds 

Capital outlays to purchase or build capital assets are reported in 
governmental funds as expenditures, however, for governmental activities, 
those costs are shown in the statement of net assets and allocated over 
their estimated useful lives as annual depreciation expense in the statements of 
activities. This is the amount by which capital outlays exceed depreciation in 
the period. 

Depreciatioi:i expensi:: 
Capital oµtlays 

In the statement of activities, ~ operating expenses • compensated 
absences (vacations) are measured by the amounts earned during the year. In 
the governmental funds, however, expenditures for these items are measured· by 
the amount of financial resources used (essentially, the amoun~ actually paid.) 
Vacation used was more than the amounts eamt:d by $1,689. 

Repayment of bond priucipal is an expenditure in the governmental funds, 
but it reduces long-tenn liabilities in the statement of net assets and <ioes 
not affect the statement of aptivities. 

Repayment of capital le~es are an expenditure in the governmental funds, 
but. it reduc.cs long-term liabilities in the statement of net assets and 
does not affect the statement of activities. 

Interest on long-term debt in the. statement of activities differs from the amount 
reported in the governmental funds because interest is recorded as an 
expenditure ill the governmental ful).ds when paid, and thus requires the use of 
current financi.itl resources. In, the statCI).lent of ~ctivities, however, interest 
expense is recognized as the in,terest accrues, regardless of when it is due .. 

Change in Net Asset~ of Governme~tal Activities 

The accompanying notes are an inte~l part of these financial statements, 
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$ (460,684) 
17,409,736 

S (16,315,376) 

16,949,052 

1,689 

1,100,000 

60,228 

13,178 
$ 1,808,771 



LOS GATOS UNION SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003. 

ASSETS 
Deposits and investments 

Total assets 

LIABILITIES 
Due to student groups 

ToW liabllities 

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

$ 
$ 

Agency 
Funds 

26,822 
26,822 

26,822 
26,822 

LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 1 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

F"mancial Reporting Entity 

The Los Gatos Union School District was organized in 1865 under the laws of the State of California. The 
District operates under a locally-elected five-member Board form of government and provides ed.ucational 
services to.grades kindergarten through eighth. The District operates lour elementary schools, and one middle 
school. · 

A reporting entity is comprised of the primary government, component units, and other organizations that are 
included to ensure the financial statements are.not misleading. The primacy' government of the District 
consists of all funds, departments, boards, and agencies that are not legally separate from the District. For 
Los Gatos Union Sc)lool District, this includes general operatioµs, and student related activities of the 
District. 

Component Units 

Component units are legally separate organizations for which the District is financially accountable. 
Component units may also include organizations that are fiscally dependent on the District in that the District 
approves their budget,.the issuance of their debt or the levying of their taxes. The District has no component 
units. 

Joint Powers Agencies and Public Entity Risk Pools The District is associated witl!. one joint powers 
agency. This organization does not meet the criteria for inclusion as component units of the District. 
Summarized audited financial information is presented in Note 15 to the financial statements. The 
organization is: 

Santa Clara County Sch()()ls' Insurance Group 

Basis of Presentation - Fund Accounting 

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and 
accounting entity with a self-balancing set of accounts, which are segregated for the purpose of can:ying on 
specific activities or attai!ting certain objectives in accordance with special regulations, restrictions, or 
limitations. The District's .. funds are grouped into two broad fund categories: governmental and fiduciary. 

Governmental Funds Govelllll1ent11! funds are those through which most governmental functions typically 
are financed. Governmental fund reporting focuses on the sources, uses, and balances of current financial 
resources. Expendable assets are assigned to the various governmental funds according to the purposes for 
• which they may or must b.e used. Current liabilities are assigned to the fund from which they will be paid. 
The difference between governmental fund assets and. liabilities is reported as fund balance. The following 
are the District's major .governmental funds: 
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LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Major Governmeatal Funds 

General Fund The General Ftmd accounts for all financial resources except those required to be 
accounted for in another fund. The General Fund balance is available to the District for any purpose 
provided it is expended or transferred according to the general laws of California. 

Bnlldlng Fund The Building Fund exists primarily. to account separately for proceeds from sale of bonds 
and acquisitions of major governmental capital facilities and buildings. 

Special Reserve.., Capital Projects Fund The Special Reserve Fund is used to account for funds set 
aside for Board designated construction projects. 

Other Non-Major Governmental Fonds 

Special Revenue Funds The Special Revenue Funds are used to account for the proceeds of specific 
revenue sources that are legally restricted to expenditures for specific purposes. The district mainta_ins the 
following special revenue funds: · 

Cafeteria Fund The Cafeteria Fund is used to account for the financial transactions related to the 
food service operations of the District. 

Deferred Maintenance Fund The Deferred Maintenance Fund is used for the purpose of major 
repair or replacement of District property. 

Debt Service Funds The Debt Service Funds are used to account for the accumulation of resources for, 
and the payment of, general long-term debt principal, interest, and related costs. The District maintains 
the following debt service fund: 

Bond Interest and Redemptioq Fund The Bond Interest and Redemption Fund is_ used to account 
for the accumulation of resources for, and the repayment of, district bonds, interest, and related costs. 

Capital Projects Funds The Capital Projects Funds arc used to account for the acquisition and/or 
construction of all major governmental general fixed assets. The District maintains the following capital 
projects fund: 

Capital Facilities Fund The Capital Facilities Fund is used to account for resources received from 
developer impact fees assessed under provisions of the California Environmental Q\llllity Act 
(CEQA). 

Fiduciary Funds Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary 
fund category is split into four classifications: pension trust funds, investment trust funds, private-purpose 
trust funds, and agency funds. 
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LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Trust funds are used to account for the assets held by th,e District under a trust agreement for individuals, 
private organizations, or other governments and are therefore not available to support the District's own 
programs. The District' has no trust funds. Agency funds are custodial in nature (assets equal liabilities) and 
do not involve measurement of results of operations. The District's agency fund accounts for student body 
activities (ASB). 

Basis of Accounting - Measurement Focus 

Government-Wide Financial Statements The government-wide statements are prepared using the 
economic resources measurement focus and the accrual basis of accounting. This is the same approach used 
in the preparation of the proprietary fund financial statements, but differs from the manner in which 
governmental fund financial statements are prepared. 

The government-wide statement of activities presents a comparison between expenses, both direct and 
indirect, and program revenues for each gov~ental function. Direct expenses are those that are 
specifically associated with a service, program, or department and are therefore clearly identifiable to a. 
particular function. The District does not allocate indirect expenses to functions in the Statement of 
Activities. Program revenues include charges paid by the recipients of the goods or services offered by the 
programs and grants and contributions that are restricted to meeting the operational or capital requirements of 
a particular program. Revenues that are not classified as program revenues are presented as general revenues. 
The comparison of program revenues and expenses identifies the extent to which each function is self
financing or draws_ frQ!ll the general revenues of the District. 

Net assets should be reported as restricted when constraints placed on net asset use are either externally 
imposed by creditors (such as through debt covenants), grantors, contn"butors, or laws or regulations of other 
governments or imposed by law through constitutional provisions or enabling legislation. 

Fund Financial Statements Fund financial statements report detailed information aboqt the District. The 
focus of governmental and enterprise fund financial statements is on major funds rather than reporting funds 
by type. Each major fund is presented in a separate col\lIIlll. Nonmajor funds are aggregated and presented in 
a single column. 

Governmental Fnnds All governmental funds are accounted for using a flow of current financial 
resources measurement focus and the modified accrual basis of accounting. With this measurement 
focus, only current assets and current liabilities generally are included on the balance sheet. The 
statement ofrevenues, expenditures, and changes in fund balance reports on the sources (revenues and 
other financing sources) and uses (expenditures and other financing uses) of current financial resources. 
This approach differs from the manner in which the governmental activities of the government-wide 
statements are prepared; Governmental fund :financial statements therefore include reconciliations with 
brief explanations to better identify the differences between the government-wide statements and the 
govenunental funds statements. 

Fiduciary Funds Fiduciary funds are accounted for using the flow of economic resources measurement 
focus and the accrual basis of accounting. 
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LOS GATOS UNION SCHOOL DISTRl(;T 

NOTES TO. FINANCIAL STATEMENTS 
JUNE 30, 2003 

Revenues - Exchange and Non-Exchange Transactions Revenue resulting from exchange transactions,. in 
which each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange talces place. On a modified accrual basis, revenue is recorded in the fiscal year in which the 
resources are measurable and become available. Available means that the resources will be collected within 
the current fiscal y~ or are expected to be collected soon enough thereaJ;ter to be used to pay liabilities of the 
cUJTent fiscal year. For the District, available means expected to be received within 90 days of fiscal year
end. 

Non-exchange transactions, in which the District receives value without direcl;iy giving equal value in return, 
include property taxes, certain gtants, entitlements, and donations. Revenue from property taxes is 
recognized in the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and 
donations is recognized in the µseal year in which all eligibility requirements have been satisfied. Eligibility 
requirements include time and pUipOse requirements. On a modified accrual basis, revenue from non
exchange transactions must also be available before it can be recognized. 

Under the modified accrual basis, the fullowing revenue sources are consi~red to be both measurable and. 
available at fiscal year-end: State apportionments, interest, certain grants, and oth~ local sources. 

Deferred Revenue Deferred revenue arises when potential revenue does not meet both the "measurable" and 
"available" criteria for recognition in the current period or when resources are received by the District prior to 
the incurrence of qualifying expenditures. In subsequent periods, when both. revenue recognition criteria are 
met, or when the Dis1rict 1las a legal claim to the resources, the liability for deferred revenue is removed from 
the combined balance sheet and revenue is recognized. 

Certain grants received before the eligibility requirements arc met are recorded as deferred revenue. On the 
governmental fund financial statements, receivables that will not be collected within the available period are 
also recorded as deferred revenue. 

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the time they are 
incurred. The measurement focus of governmental fund accounting is on decreases in net financial resources 
(expenditures} rather than expenses. Expenditures are generally recognized in the accounting period in which 
the related fund liability is incurred, if measurable. The fair value of donated commodities used during the 
year is reported in the operating statement as an expense with a like amount reported as donated commodities 
revenue. Unused donated commodities are repcrted as part of stores inventory. Principal and interest on 
gen~al long-term debt, which has not matured, are recognized when paid in the governmental funds. 
Allocations of costs, such as depreciation and amortization, are not recognized in the governmental funds. 

Deposits and Investments 

The District's deposits and investments include cash on hand, demand deposits, and investments in state 
investment pools. Investments in statt; pools are reported at amortized cost which approximates fair market 
value. 
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LOS GATOS UNION SCHOOL DISTRICT 

.NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Restricted Assets 

Restricted assets arise when restrictions on their use change the nonnal understanding of the availability of 
the asset. Suc;h constraints are either imposed by creditors, contributors, grantors, or laws of other 
governments or imposed by enabling legislation. 

Prepaid Expenditures 

Prepaid expenditures (expenses) represent amounts paid in advance of receiving goods or services. The 
District has the option of reporting an expenditure m govemn;i.ental funds for prepaid items either when 
purchased or during the benefiting period. The District has chosen to report the expenditures when paid. 

Stores Inventory 

Inventories consist of expendable food and supplies held for consumption and IDlused donated connnodities. 
Inventories are stated at cost, on the first-in, first-out basis. The costs of inventory items are recorded as · 
expenditures in the governmental type funds. 

Capital Assets an4 Depreciation 

The acCQunting and reporting treatment applied to the capital assets associated with a :fund are determined by 
its measurement focus, General capital assets are long-lived assets of the District as a whole. The District 
maintains a capitalization threshold of $5,000. The District does not possess any infrastructure. 
Improvements are capitalized; the costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend an asset's life are not capitalized, but are expensed as incurred. 

When purchased, such assets are recorded as expenditures in the governmental funds and capitaliz.ed. The 
valuation basis for general capital assets are historical cost, or where historical cost is not available, estimated 
historical cost based.-on replacement cost. Donated capital assets are capitaliz.ed at estimated fair market value 
on the date donated. 

Depreciation is computed using the straight-line method. Estir!mted useful lives of the various classes of 
depreciable capital assets are as follows: buildings and improvements 20 to 50 years; equipment, 2 to 15 
years. . 

Interf'Und Balances 

On fund financial statements, receivables and payables resulting from short-term. interfund loans are classified 
as "interfund receivables/payables." These amounts are eliminated in the statement of net assets. 
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LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Compensated Absences 

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The 
entire compensated absence liability. is reported on the government-wide financial statements. For 
governmental funds, the. current portion of unpaid compensated absences is the amount that is nonna!ly 
expected to be paid using expendable available financial resources. These amounts are recorded in the 
accounts payable in the fimd from which the fflll)loyees who have accumulated leave are paid. The non
C1.U!'e!lt portion of the liability is not reported in a fund but is disclosed as a component of general long-term 
debt 

Sick leave is accumulated without limit for each employee at the rate of one day for each month worked. 
Leave with pay is provided when employees are absent for health reasons; however, the employees do not 
gain a vested right.to accumulated sick leave. Employees are never paid for any sick leave balance at 
termination of employment or any other time. Therefore, 1he value of accumulated sick leave is not 
recognized as a liability in the District's financial statements. However, credit for unused sick leave is 
applica:t,le to all classified school members who retire af!;er January 1, 1999. At retirement, each member will 
receive .004 year of service credit for each day of unused sick leave. 

Acqued Liabilities and Long-Term Obligations 

All payables, accrued liabilities, and long-temi. obligations llI'll reported in the government-wide f'mancial 
statements. 

In general, governmental fund payables and accrued liabilities that, once incurred, and are payable in a timely 
manner from current financial resources, are reported as expenditures of the funds. 

However, claims and judgments, compensated absences, special termination benefits, and contractually 
required pension contn'butions that will be paid from go'1emmental fimds are reported as a liability in the fund 
financial statements only to the extent that they are due for payment during the current year. 

Fund Balance Reserves lUld Designations 

The District reserves those portio11s of fund equity which are legally segregated for a specific future use or 
which do not represent available expendable resoUl'Ces and therefore are not available for appropriation or 
expenditure. Unreserved fund balance indicates that portion of fund equity which is available for 
appropriation in future periods. Fund equity reserves have been e,$lblished for revolving cash accounts, 
stores inventories, and legally restric~d grants and entitlements. 

Net Assets 

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of 
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of 
any borrowings used for the acquisition, construction or improvement of those assets. Net assets are reported 
as restricted when there are limitations imposed on their use either through the enabling J!)gislati9n adopted by 
the District or through external restrictions imposed by creditors, granters, or laws or regulations of other 
governments. ne District applies restricted resources when an expense is incurred for purposes for which 
both restricted and unrestricted net assets are available. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

lnterfund Activity 

Transfers betvi,reen governmental and business-type activities, if app!icabl'! on the government-wide 
statements are reported in the same manner as general revenues. 

Exchange tran.sactions between funds are. reported as revenues in the seller funds and as expenditures/ 
expenses in the purchaser funds. FlQws of casll or goods from one fund to another without a requirement for 
repayment are reported as interfund trans&rs. Interfimd transfers are reported as other financing sources/uses 
in governmental fi.mds and after non-operating revenues/expenses in proprietary funds. Repayments from 
funds responsible for particular expenditures/expenses to the funds that initially paid for them are not 
presented on the financial statements. 

Estimates 

The preparation of the financial statements in conformity with accounting principles generally accepted in the 
United States of America r~quires management to make estimates and ass~tions that affect the amounts 
reported in the financial statements an<! accompanying notes. Actual'results may differ from those e.stimates. 

Bud~etary Data 

The budgetary process is prescnoed by provisions of the California Education Code and requires the 
governing board to hold a public hearing and adopt an operating budget no later than July 1 of each year. The 
District governing board satisfied these requirements. The adopted budget is. subject to amendment 
throughout· the year to give consideration to unanticipated revenue and expenditures primarily resulting from 
events unlmown at the time of budget adoption with the legal ~estriction that expendjtlµ'eS cannot exceed 
appropriaticns by major object account 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when 
the original appropriations were adopted. The amounts reported as the final budgeted amounts in the 
budgetary statements reflect the amollllts after all budget amendments have been accounted for .. 

Property Tax 

Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are payable in two 
installments on November 1 and February 1 and become delinquent on December 10 and April 10, 
respectively. Unsecured property taxes are payable in one installment on or before ;August 31. The County of 
Santa Clara bills and collects the taxes on behalf of the District. Local property tax revenues are recorded 
when received. · 
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LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 2 - CHANGES IN ACCOUNTING PRINCIPLES 

For the fisc;al year ended June 30, 2003, the District has implemented Governmental Accounting Standards Board 
(GASB) Statement No. 34, "Basic Financial Statements. - and Management's Discussion. and Analysis- for State 
and Local Governments," GASS Statement No. 36, "Receipt Reporting for Certain Shared Nonexchange 
Revenues", GAS13 Statement No. 37, "Basic Financial Statements for State and local Governments: Onnu'bus", 
and GASB Statement No. 38, "Certain Financial Statement Note Disclosures", and GASB Statement No. 4t, 
"Budgetary Comparison Schedules • Perspective Difference•. As a result, the f'mancial statements for the first 
time include 1) a Management Discussion and Analysis (MD&A) section providing an analysis of the District's 
overall financial position and results of operations, 2) financial statements prepared using full accrual accounting 
for all of the District's activities, and 3) a change in the fund financial statements to focus on the major funds. 
These and other cltanges are reflected in the accompanying financial l!tatemi:nts, including notes to financial 
statements. 

NOTI; 3-DEPOSITS AND INVESTMENTS 

Policies and Practices 

Tl!.e District is considered to be an involuntacy participant in an external investment pool since the District is 
required to deposit all receipts and collections of monies with their county treasurer (Education Code Section 
41001 ). In addition, the District is authorized to maintain deposits with certain financial institutions that are 
federally insured up to $100,000. 

The District is also authorized to make direct investments in local agency bonds, notes, or wan-ants within the 
state; U.S. Treasury in$1runtents; regjstered State warrants or treasury notes; securities of the U.S. 
Government, or its agencies; bankers acceptances; conunercial paper; certificates of deposit placed with 
commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreements; medium 
term corporate notes; shares of beneficial interest issued by diversified management companies, certificates of 
participation, obligations with first priority security; and collateraljzed mortgage obl~tions,. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cash 

Cash at June 30, 2003, consists ofthe following: 

Cash on band and in banks 
Cash in revolving fiu)d 
Cash with fiscal agent 
Cash awaiting deposit 

Total 

Cash on hand and in banki; 
Cash in revolving funQ. 
Cash with fiscal agent 
Cash awaiting deposit 

*These categories are as follows: 

Investments 

Governmental 
Carrying 
Amount 

$ 7,500 
2,500 

3,609,026 
16,932 

$ 3,635,958 

Fiduciary 
Carrying 
Amount 

$ 26,822 

, $ 26,822 

Bank Balance 
$ . 37,656 

2,500 
3,609,026 

18,654 
$ 3,667,836 

Total 
$ 34,322 

2,500 
3,609,026 

16,932 
$ 3,662,780 

The District's investments consist primarily of deposits with the Santa Clara County Treasury. Deposits with 
the County Treasur.y arc no~ categorized because they do not represent securities, which exist in physical or 
book entry form. Dq>.oi;i.ts with County Treasury are recorded at amortized cost, which approximates fair 
value. The fair value of those deposits was provided by the County of Santa Clara. · 

The investments at J~ 30, 2003 had reported and fair values as follows: 

GNMA Securities 
FHLMTG Securities 
Uncategorized: 

U.S. Treasury 
Deposits with County Treasurer 
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Reported in 
Governmental 

Funds 
$ 158,903 

51,090 

29,403,300 
$ 29,613,293 

Fair Market 
Value 

$ 158,903 
51,090 

29,472,790 
. $ 29,682, 783 



LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 4- RECElV ABLES 

Receivables at J~e 30, 2003, consist of the following: 

Special Reserve Nonmajor 

l General BuildinS CaEital Funds Total 
I Federal Government ; 

Categorical aid $ 158,362 $ $ $ 6,200 $ 164,562 
State Government 

Categorical aid 58,711 226 58,937 
Lottery 168,652 168,652. 

Local Government 
Interest 23,073 98,953 18,569 22,746 163,341 

Other Local Sources 194,280 397 4,706 199,383 
Totlll $ 603,078 $ 98,953 $ 18,966 $ 33,878 $ 754,875 
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LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMJi;NTS 
JUNE 30, 2003 

NOTE 5. CAPITAL ASSETS 

Capital asset activity for the fiscal year ended JUIJe 30, 2003, was as follows: 

Balance Balance 
June 30, 2002 Additions Deductions June 30, 2003 

Governmental Activities 
Capital Assets not being depreciated: 

Land $ 241,224 $ 
Construction in Progress 1,790,722 17,363,855 
Total Capital Assets not being depreciated 2,031,946 17,363,855 

Capital Assets being depreciated: 
Buildings and Improvements 22,308,763 
Furniture and Equipment 6421811 45,881 

Total Capital Assets being d,eprcciated 22,951,574 45,881 
Total Capital Assets 24,9831520 17,409,736 

Less Accumulated Depreciation: 
Buildings and Improvements 18,054,547 408,910 
Furniture and Equipment 300,762 51,774 

Total Accumulated Depreciation 18,355,309 460,684 
Governmental Activities Capital 

Assets,Net $ 6,6282211 $16,949,052 

Depreciation expense was charged to govcmmcntal functions as follows: 

Instruction 
All other general administration 
Plant services 
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~ $ 

$ $ 

$ 

241,224 
19,154,577 
19,395,801 

22,308,763 
688,692 

22,997,455 
421393,256 

18,463,457 
352,536 

18,815,993 

2.3,577,263 

420,611 
33,964 

6,109 
460,684 
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LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 6- INTERFOND TRANSACTIONS 

In~rfund Receivables/Payables (Due To/Due From) 

lnterfund receivable !IP.d payable balances at June 30, 2003, between major and nonmajor government;ll funds 
are as follows: · 

Due From 

Nonmajor 
General Buildini Governmental Total 

~=, $ $ 4,926 $ 263 $ 5,189 
Building 28,711 28,711 
Nonmajor governmental 28,666 28,666 

Total $ 57;377 $ 4,926 $ 263 $ 62,566. 

All balances resulted from the time lag between the date t!,at (1) interfund goods and services are provided or 
rejmbursable expenditures occur, (2) transaction are recorded in the acc;ounting system, and (3) payments 
between funds are ma4e. 
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NOTES TO FINAN:CIAL STATEl\1ENTS 
JUNE 30, 2003 

Operating Transfer~ 

Int.erfund transfers for the year ended June 30, 2003, consisted of the following: 

Transfer from 
Special Reserve Nonniajor 

Transfer To General Capital Governmental 
General $ $ - $ 264 
BJJ.ilding 36,542 86,255 
Nonmajor governmental 208,688 435,681 

Total $ 245,230 $ 435,681 s 86,519 

The General Fund transferred to the Retiree Benefits Fund to cover negative fund 
balance. 
The General Fund transferred to the Foundation Fund to cover negative fund balance. 
The ~uilding Fund. transferred to the General Fund for bond administrator salary. 
The Bwlding Fund transferred to the Deferred Maintenance Fund for District maµ:h. 
The Retiree Benefits Fund transferred to the General Fund to close the nmd. 
The Foundation Fund. transferred to the General Fund to close the fund. 
The Article XlII-B Fund transferred to the General Fund to close the fund. 
The Article XJII-B Fund transferred to the Special Reserve - Capital Fund to close the 
fund. 

Total 

NOTE7-ACCOUNTSPAYABLE 

Accounts payable at June 30, 2003, consisted of the following: 

Non.major 
General Buildin! Governmental 

Vendor payables $ 77,760 $ 2,165,767 $ 57,055 
State apportionment 176,831 
Interest 76 
Salaries and benefits 442,910 349 

Total $ 697,501 $ 2,166,116 $ 57,131 
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$ 

$ 

$ 

$ 

Total 
264 

122,797 
644,369 
767,430 

249 
15 

36,542 
86,255 

189,859 
12,037 
6,792 

435,681 
767,430 

Total 
$2,300,582 

l76,831 
76 

443,259 
$2,920,748 
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LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 8 - DEFERRED REVENUE 

Deferred revenue at June 30, 2003, consists of the following: 

Federal financial assistance 
State categorical aid 
Other local 

Total 

NOTE 9- LONG-TERM LIABILITIES 

Long-Term Debt Summary 

The. changes in the District's long-tenn obligations during the year consisted of the following: 

Balance Balance 
Juli 1, 2002 Additions Deductions June 30, 2003 

General obligation bonds $ 35,000,000 $ $1,100,0.00 $ 33,900,000 
Accumulated vacation - net 87,689 1,689 86,000 
Capital leases 109,072 60,228 48,844 

$ 35,196,761 $ $1,161,917 $ 34,034,844 

General 
$ 75,416 

26,194 
172,910 

$ 274,520 

Due in 
One Year 

$ 850,000 
86,000 
44,662 

$ 980,662 

Payments on the general obligation bonds are made by the bond interest and redemption fund with local 
revenues. The accrued vacation will be paid by the fund .for which the employee worked. Payments for 
capital leases are paid from the general fund 

Bonded Debt 

The outstanding general obligation bonded debt is as follows: 

Issue 
Date 

11/01/01 

Maturity Interest 
Date Rate 

08/01/26 3.125-5.75% 

Original 
Issue 

35,000,000 
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Bonds 
Outstanding 
July 1, 2002 
$35,000,000 

Redeemed 
$1,100,000 

Bonds 
Outstanding 

June 30, 2003 
$ 33,900,000 

LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Debt Senice Requirements to Maturity 

The 1;,onds mature through 2026 as follows: 

Fiscal Year 
2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 
2019-2023 
2024-2026 

Total 

Capital Leases 

Principal 
$ 850,000 

50,000 
S0,000 

300.000 
400,000 

3,500,000 
10,400;000 
10,400,000 
7,950,000 

$ 33,900,000 

Interest to 
Maturity 

$ 1,572,169 
1,554,575 
1,552,669 
1,547,013 
1,534,888 
7,322,656 
6,865,350 
2,627,025 

542,500 
$25,118,844 

Total 
$ 2,422,169 

1,604,575 
1,602,669 
1,847,013 
1,934,888 

10,822,656 
17~5,350 
J.3,027,025. 
8:492,500 

$ 59,018,844 

The District has entered into various ~pita! ~ease man~ments and has recorded capital assets in ~e amount 
of $94,978 with corresponding accuniulatcd dqlreciation of$33, 750 at June 30,. 2003. The District's liability 
on lease agreements with options to purchase are summarized below: 

The capital leases have minimum lease payments as follows: 

Year Ending 
June 30, 

2004 
2005 
Total 

Less: Amount Representing Interest 
Present Value of Minimum Lease Payments 
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Lease 
Payment 

$ 47,101 
4,266 

51,367 
2,523 

$ 48,844 



LOS GATOS UNION SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE10-FUNDBALANCES 

Fund balances are composed of the following elements: 

General Buildin! 
Reserved 

Revolving cash $ 2,500 $ 
Stores .. inventory 
Restricted programs 218,019 

Total.Reserved 220,519 
Unreserved 

Undesignated 917,307 17,337,302 
Total Unreserved 917,307 17,337,302 

Total $ 1,137,826 $ 17,337,302 

NOTE11-POSTEMPLOYMENTBENEFITS 

Special 
Reserve Nonmajor 
Caj!ital Governmental Total 

$ $ $ 2,500 
3,383 3,383 

218,019 
3,383 223,902 

5,8561840 3,362,745 27,474,194 
5,856,840 3,362,745 27,474,194 

$ 5,856,840 $ 3,366,128 $ 27,698,096 

The District provides posteni:ployment health care benefits, in accordance with District employment contracts, to 
all employees who retire from the District on or after attaining age 55 tmtil age 65 with at least 10 years of 
service. Currently, 49 employees meet those eligibility requirements. The District contributes 100 percent of the 
amount of premiums incurred by retirees and their dependents. Expenditures for postemployment benefits are 
recognized on a pay-as-you-go basis. 

The District had an actuarial study completed January 2003. The estimated future liability as of June 30, ioo3 
amounts to $2,905,780 as determined by the actuarial study. 

NOTE 12- RISK MANAGEMENT 

Property and Liability 

The District is exposed to various risks of loss related to torts; theft of, damage to, and d.estruction of assets; 
errors and omissions; injuries to employees and natural disasters. During fiscal year ending June 30, 2003, 
the District participated in the Santa Clara County Schools' Insurance Group for property and liability 
insurance coverage. Settled claims have not exceeded this commercial coverage in any of the past three 
years. There has not been a significant reduction in coverage from the prior year. 
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NOTES l'O FINANCIAL STATEMENTS 
JUNE 30, 2003 

Workers' CompensatiQn 

For fiscal year 2003, the Pisi:rict participated in the Santa Clara County Schools' Insurance Group (SCCSIG), 
for workers' compen~ation coverage. The intent of the SCCSIG is to achieve the benefit of a reduced 
premium for the District by virtue of its grouping and representation with other participants in the 
SCCSIG.Thc workers' compensation experience of the participating districts is calculated as one experience 
and a common premium rate is applied to all districts in the SCCSIG. Each participant pays its workers ' 
compensation premillill based on its individual rate. A participant will then either receive money from or be 
required to contribute to the "equity-pooling fund." This "equity pooling" arrangement insures that each 
participant shares equally in the overall performance of the SCCSIG. Participation in the SCCSIG is limited 
to districts that can meet the SCCSIG's selection criteria. 

NOTE 13-EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple-employer contributory retirement plans maintained by agencies 
of the State of California. Certificated employees are members of the State Teachers' Retirement System (STRS) 
and classified employees are members of the Public Employees' Retirement System (PERS). 

STRS 

Plan Description 

The District contributes to the California State Teachers' Retirement System (STRS); a cost-sharing multiple
employer public employee retirement system defined benefit ~sion plan administered by STRS. The plan 
provides retirement and disability benefits ~d survivor benefits to beneficiaries. Benefit provisions arc 
established by State s1atutes, as legislatively amended, within the State Teachers' Retirement Law. STRS 
issues a separate comprehensive annual finan()U!l report tl)at inc]udes financial statements and required 
supplementary infonnation. Copies of the STRS annual finam;ial report may be obtained from STRS, 
7667 Folsom Blvd., Sacramento, CA 95826. 

Fnndlng Policy 

Active plan members are re'{uired to contribute 8.0 percent of their salary and the District is required to 
contribute an actuarially determined rate. The actuarial methods and assumptiOI)S ~ed for determining the 
rate are those adopted by STRS Teachers' Retirement Board. Th,e required employer contn'bution rate for 
fiscal year 2002-2003 was 8.25 percent of annt~al payroll. The contribution requirements of the plan members 
are established by State statute. The District's contributions to STRS for the fiscal years ending · 
June 30! 2003, 2002, and 2001, were $935,258, $858,382, and $844,362, respectively, and equal 100 percent 
of the required contributions for each year. 
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JUNE 30, 2003 

PERS 

Plan Description 

The District contributes to the School Employer Pool under the California Public Employees' Retirement 
System (Ca!PERS); a cost-sharing multiple-employer public employee retirement system defined benefit 
pens.ion plan administered by CalPERS. The plan provides retirement and disability benefits, annual cost-of
living adjustments, and death benefits to plan menibers and beneficiaries. Benefit provisions are established 
by State statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS issues a 
separate comprehensive annual financial report that includes financial statements and required supplementary 
information. Copies of the CalPERS' annual financial report may be obtained from the CalPERS Executive 
Office, 400 P Street, Sacramento, CA 95814. 

Funding.P0,licy 

Active plan members arc required to contribute 7 .0 percent of their salary and the District is required to 
contribute an actuarially determined tate. The actuarial methods and assumptions used for determining the 
rate arc those adopted by the CalPERS Board of Administration. The required employer contnliution rate for 
fiscal year 2002-2003 was 2.894 percent of annual payroll ( decreasing to 2. 771 percent of pay under a special 
funding situation effective with the February 2003 payroll period due to the S1ate's direct reimbursement to 
CalPERS of the cost for .C~ legislated benefit increases in the plan). The contribution requirements of the 
plan members arc established by State statute. The District's contributions to Ca!PERS for the fiscal years 
ending June 30, 2003, 20.02, and 2001, were $68,438, $0, and $0, respectively, and equal 100 percent of the 
required contributions. for each year. 

On Behalf Payments 

The State of California makes contnbutions to STRS and PERS on behalf of the District. These payments 
consist of State G~eral Fund contributions to STRS in the amount of $S 18,44.S (4.475 percent of salaries 
subject to STRS) and $2,213 (.092 percent of salaries subject to PERS). Under accounting principles 
generally accepted in the United States of AI)lerica, these amounts are to be reported as revenues and 
expe;iditures, howeyer, guidance received from the California Department of Education advises local 
educational agencies not to record these amounts in the Annual Financial and Budget Report These amounts 
also have not been recorded in these financial statements. · 

NOTE14-COMMITMENTSANDCONTINGENCIES 

Grants 

·The District received financial assistimce from Federal and State agencies in the form of grants. The 
disbursement offtµids received under these progr.ams generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agem;ies. Any disallowed 
claims resulting from such audits could become a liability of the general fund or other applicable funds. 
However, in the opini<>n of management, any such disallowed claims will not have a material adverse effect 
on the overall financial position ofthe.DistrictatJune 30, 2003. 
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Litigation 

The District is involved in various litigation arising from the normal cow-se of business. In the opinion of 
management and legal counsel, the disposition of all litigation pending is not expected to have a material 
adverse effect on the overall financial position of the District at June 30, 2003 

Co.nstruction Commitments 

As of June 30, 2003, the District had the following commitments with respect to the. unfinished capital 
projects: 

CAPITAL PROJECT 
Van Meter Elementary modernization 
Fisher Middle moderni;mtion 
Modernization at other sites 

NOTE IS-PARTICIPATION IN PUBLIC ENTITY RISK:POOLS AND JOINT POWER 
~UTHORITIES 

Remaining 
Construction 
Commitment 
$ 2,822,137 

10,154,704 
258,296 

$ 13,235,737 

The District is a member of the Santa Clara County Schools' Insurance Group joint powers authority (JP A). The 
District pays an annual pre!llium to each entity for its health, workers' compensation, and property liability 
coverage. The relationship between the District, and the JP A is such that the JPA. is not component unit of the 
District for financial reporting purposes. 

The entity has budgeting and financial reporting requirements independent of member units and their financial 
statements are not presented in these finapcial statements; however, fund transactions between the JP A and the 
District arc included in these statements. Audited financial statements are available from the JP A. 
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JUNE 30, 2003 

A.. Entity Santa Cl~a County Schools' Insurance Group 

B. ~ Provide health, workeJ;"S' compensation and property liability coverage 

C, Participants Santa Clara County School Districts 

D. Governing Board One member from each participating district 

~ E. Condensed Audited Financial Information Follows 

Assets 
I..iabilities 

Revenues 
Expenses 

Fund Equity 

Net(Decrease) in Fund Equity 

NOU: 16 • TAX AND REVENUE ANTICIPATION NOTES 

June 30, 2002 
$ 22,002,395 

9,351,369 
$ 12,651,026 . 

$ 20,818,065 
22,865,293 

$ (2,047,228) 

On July 2, 2003, the District issued $3,000,000 in Tax and Revenue Anticipation Notes bearing interest at 2.5 
percent. The notes were issued to supplement cash flows. Interest and principal were due and payable on July 1, 
2003 . By June 30, 2003, the District had placed 100 percent of principal and interest in an irrevocable 1nl$t for 
the sole purpose of satisfying the notes. The District was not required to make any additional payments on th_e 
notes. The District has recorded the cash available to make the principal and interest payments as Cash with 
Fiscal Agent and with the corresponding liability as a current loan. 

NOTE 17 - SUBSEQUENT EVENT 

The Distr;ict issued $3,250,000 of Tax And Revenue Anticipation Notes dated July 1, 2003. The notes mature op 
July 2, 2004, and yield .9 percent interest. The notes were sold to supplement cash flow. Repayment 
requirements are that a percentage of principal and interest be deposited with the Fiscal Agent each month until 
100 percent of principal and interest due is on account in May 2004. 

35 

This page left blank intentionally. 



MILPITAS UNIFIED SCHOOL DISTRICT 

William Foulk 
Vice President 

Barbara Santos 
Clerk 

Dr. Karl Black 
Superintendent 

BOARD OF EDUCATION 

Mike Mendizabal 
President 

Marsha Grilli 
Member 

Carmen Montano 
Member 

DISTRICT ADMINISTRATION 

106 

Karen Allen 
Assistant Superintendent, 

Business Services 



GENERAL AND FINANCIAL INFORMATION 

Introduction 

The Milpitas Unified School District (the "District") provides educational services to the residents of 
the City of Milpitas and a small area of unincorporated land adjacent to Milpitas in Santa Clara County. The 
District serves a population of approximately 63 ,061. 

The District operates nine elementary schools (K-6), two middle schools (7-8), one high school 
(9-12), one community day school (8-12), one continuation school (9-12), and one adult school. 

The District's 2003/04pupil-teacherratios are 32:1 for K, 20:1 for grades 1-3, 32:lfor grades 4-8, and 
33:1 for grades 9-12. 

The District is governed by a Board of Education consisting of five members. Members are elected to 
four-year terms in staggered years. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Dr. Karl Black has served in this capacity since 2003. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

MILPITAS UNIFIED SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/0l(b) 
2001/02(b) 
2002103(b) 
2003/04(c) 
2004/0s(c) 

Average Daily Attendance<•) 

9,250 
9,102 
9,166 
9,266 
9,266 

<•J Includes grades K-12, opportunity schools, home and hospital, special education and continuing education. 
(bl Audited Financial Statements. 
(cJ Estimated - second period interim report adopted on March 9, 2004. 
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Labor Relations 

The District employs 508 full-time equivalent certificated and 232 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District 

Labor Organization 

California School Employees Association 
California Teachers Association 

Source: The District. 

Investment of District Funds 

MILPITAS UNIFIED SCHOOL DISTRICT 
Labor Relations 

Number of Employees 
In Organization 

318 
475 

Contract Expiration Date 

June 30, 2003 
August 31, 2005 

Substantially all District operating funds are held by the Santa Clara County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX E-SANTA CLARA COUNTY -COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in AD.A. The District is not a basic aid district. The District has assumed A.D.A. 
growth as reflected in the table above, and 0% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION - State Funding of Education" and"
Average Daily Attendance" herein. 
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(a) 

(b) 

(c) 

(d) 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002/03 (b) 

2003/04Ccl 
2004/05(d) 

Audited Financial Statements. 
Unaudited Financial Statement. 

MILPITAS UNIFIED SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$43,119,443 
43,743,341 
44,440,928 
43,806,164 
43,806,164 

Second Interim Report adopted on March 9, 2004. 
The District. 

Percent of General Fund Revenues 

69.49% 
71.43 
74.78 
74.72 
75.79 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of ustep and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects no changes in the number of full-time equivalent certificated or full-time 
equivalent classified employees for the 2004/05 fiscal year. The District expects a 2.41 % negotiated salary 
increase for certificated employees, and a 2.41 % negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to decrease by 1.27% in the 2004/05 fiscal 
year. 

(a) 

(b) 

(c) 

(d) 

MILPITAS UNIFIED SCHOOL DISTRICT 
Salaries and Benefits 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002/03 (b) 

2003/04(c) 
2004/05(d) 

Audited Financial Statements. 
Unaudited Financial Statement. 
Second Interim Report adopted on March 9, 2004. 
The District. 

Salaries and Benefits 

$51,118,168 
53,466,174 
55,099,415 
53,456,972 
52,775,795 
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Percent of General Fund Expenditures 

83.52% 
84.47 
87.89 
86.20 
87.64 



Comparative Financial Statements 

The following table summarizes the District's revenues, expenditures, and fund balances from fiscal 
year 2000/01 through budget year 2004/05: 

MILPITAS UNIFIED SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Unaudited Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 2001/02 (a) 2002/03 (b) 2003/04 (c) 2004/05 (d) 

Revenues 

Revenue Limit Sources: $44,440,928 $43,806,164 $43,806,164 

State Aid $ 6,239,954 $ 3,661,640 

Property Taxes 36,879,489 40,081,701 

Federal Revenue 1,772,782 2,178,656 2,467,437 3,164,385 2,632,462 

Other State Revenue 12,744,321 10,941,115 8,867,057 8,717,911 8,417,911 

Other Local Revenue 1,983,265 1,954,006 3,656,183 2,941,618 2,941,618 

Tuition and Transfers 2,434,781 2,422,973 0 0 0 

Total Revenues 62,054,592 61,240,091 59,431,605 58,630,078 57,798,155 

Expenditures 

Certificated Salaries 33,278,400 33,822,418 33,852,312 32,362,028 31,899,493 

Classified Salaries 9,105,230 9,715,735 10,202,911 9,325,821 9,192,531 

Employee Benefits 8,734,538 9,928,021 11,044,192 11,769,123 11,683,771 

Books and Supplies 3,135,550 4,266,879 2,375,172 4,060,736 3,532,674 

Services, Other Operating Expenses 3,793,241 4,006,989 4,008,453 3,785,367 3,293,115 

Capital Outlay 1,706,683 730,743 348,040 372,617 324,162 

Other Outgo 1,451,083 827,405 860,757 340,295 296,043 

Total Expenditures 61,204,725 63,298,190 62,691,837 62,015,987 60,221,789 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 277,537 964,840 964,840 1,646,981 2,464,840 

Interfund Transfers Out I Other Uses (631,249) (425,711) (466,977) (109,385) (211,990) 

Total Other Financing Sources/(Uses) (353,712) 539,129 497,863 1,537,596 2,252,850 

Excess of Revenues Over (Under) Expenditures 496,155 (1,518,970) (2,762,369) (1,848,313) (170,784) 

Beginning Fund Balance 10,297,373 10,793,528 9,274,554 6,512,185 4,663,872 

Ending Fund Balance $10, 793,528 $ 9,274,558 $ 6,512,185 $ 4,663,872 $ 4,493,088 

(a) Audited Financial Statements. 
(b) Unaudited Financial Statement. 
(c) Second Interim Report adopted on March 9, 2004. 
(d) The District. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $3,500,000 tax and revenue anticipation 
notes due June 30, 2004. The notes are general obligations of the District, secured and payable from general 
fund revenues received during or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "MILPITAS 
UNIFIED SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Subsequent to the date of the Audited Financial Statements, June 30, 2003, the District entered into a 
lease-purchase agreement for fitness equipment for $218,901.34 on July 11, 2003. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.68 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

Projected Cash Balance, July I, 2004 

MILPITAS UNIFIED SCHOOL DISTRICT 
Note Coverage Ratio 

Projected 2004/05 Cash Receipts Oncluding Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

Other District Funds 

$ 2,663,324 

63,808,358 

(60,433,778) 

$ 6,037,904 

$ 3,604,708 

1.68: I 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES - Other District Funds" herein. 
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Special Revenue Funds 
Adult Education 
Cafeteria 
Child Development 
Deferred Maintenance 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
County School Facilities 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

Audited Financial Statement. 

MILPITAS UNIFIED SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, 
Balance(•) 

$ 499,713 
25,517 

992,427 
983,767 

2,501,424 

12,170,431 
791,311 

1,398,630 
14,360,372 

$16,861,796 

June 30, 2004, 
Estimated Balance (b) 

$ 499,714 
27,278 

1,024,470 
786,372 

2,337,834 

3,754,629 
563,531 

0 
4,318,160 

$ 6,655,994 

(a) 

(b) 

(c) 
Second Interim Report adopted on March 9, 2004. 
The District. 

Cash Flows 

June 30, 2005, 
Estimated Balance (c) 

$ 50,000 
25,000 

1,000,000 
500,000 

1,575,000 

2,438,000 
350,000 

0 
350,000 

$2,788,000 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Milpitas Unified School District 
arax and Revenue Anticipation Notes 

EXHIBIT I 
Jll\.CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

Jull'. Au~st Sef!tember October November December Januarl'. Februa!l March Aeril Mal'. June Total 
Beginning Cash YI 1111 " 11'1 .. '3 • • ~ • JJJ .. -:,, 

Receipts 
Revenue Limit: Property Tax 251,997 13,004 182,220 3,262,933 4,324,368 8,062,088 7,773,635 1,416,500 12,019,000 3,672,822 685,708 5,827 • Revenue Limit: State Aid 147,451 295,545 196,887 196,887 196,887 196,887 196,887 170,000 170,000 170,000 39,536 159,093 :JI 
Other Receipts 1,831,218 882,494 4,476,022 681,233 480,388 1,021,662 2,042,181 1,127,000 651,512 2,311,000 2,349,794 2,456,290 • Note Proceeds 3,519,075 0 0 0 0 0 0 0 0 0 0 0 JJ 
Total Receipts ;Ill JI 111 #I ;!II llB • 7Jf • • JD • • 

Disbnn;ements 
Salaries and Benefits 1,691,955 1,702,558 4,800,814 5,040,053 5,105,165 5,053,208 5,275,416 4,889,480 4,983,480 4,948,286 5,044,000 4,922,558 :Ill 
Other Disbursements 1,170,259 395,543 1,915,930 1,087,806 608,970 347,910 671,759 635,000 828,000 788,000 635,602 2,856,380 • Note Payment Pledge 0 0 0 0 0 0 1,400,000 0 0 1,400,000 752,354 0 JI 
Total Disbnnements .. ,11 IJI !'8 • • .. • ,. ;ii !'8 .. • 

Net lncreaseJDecrease i!B (f c• (IJ c. ;JI ;fl c• :II c, (~ (;S c• J 

Ending Cash 1111 " 11'1 .. "3 ;Ill .. ~ • JJJ ;ii JI JI 

EXHIBIT II 
IPROJECTED CASHFLOW 
GENERAL FUND 

Jail'. August Seetember October November December Janua!1 Februarl'. March Af!ril Mal'. June Total 
Beginning Cash JI - 111 • !I ;II • jJB di • ill • • 
Receipts 

Revenue Limit: Property Tax 251,997 13,004 182,220 3,262,933 4,324,368 8,062,088 7,773,635 1,416,500 12,019,000 3,672,822 685,708 5,827 • Revenue Limit: State Aid 147,451 295,545 196,887 196,887 196,887 196,887 196,887 170,000 170,000 170,000 39,536 159,093 :JI 
Other Receipts 13,590 512,213 1,601,442 2,829,909 439,896 972,083 1,988,393 1,079,029 504,581 1,989,894 2,227,880 2,297,921 • Note Proceeds 3,545,363 0 0 0 0 0 0 0 0 0 0 0 • Total Receipts • • • • • IJI lll ;II • • 111 ;ii ftll 

Disbursements 
Salaries and Benefits 1,672,127 1,682,653 4,739,121 4,975,254 5,039,609 4,988,303 5,207,690 4,826,915 4,919,572 4,884,881 4,979,653 4,860,018 • Other Disbursements 141,792 267,342 738,393 819,252 586,942 323,067 582,567 532,656 706,648 671,849 539,269 1,748,204 .. 
Note Payment Pledge 0 0 0 0 0 0 1,400,000 0 0 1,400,000 804,708 0 • Total Disbunements ,,, • • ;!II ;II fl' JI • ~ IJB jjl ff£ • 

Net Increase/Decrease JI CII (~ ~ u, JI! • c• ;JI gJ (~ <• <• 
Ending Cash - JI • II ;II • jJB di • 98 • 111 ~ 



MILPITAS UNIFIED SCHOOL DISTRICT 

Excerpts from Audited Financial Statements 
June 30, 2003 
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ftl Vavrinek, Trine, Day & Co., LLP 
Cerllflcd Public Accountanls & Consultants 

INDEPENDENT AUDITORS' REPORT 

Board of Education 
Milpitas Unified School District 
Milpitas, California 

VALUE TIIE DIFFERENCE 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Milpitas Unified School District (The District), as of and for the year 
ended June 30, 2003, which collectively comprise the District's basic financial statements as listed in the table of 
contents. These financial statements are the responsibility of the District's management Our responsibility is to 
express an opinion on these financial statements based on our audit 

We conducted our audit in accordance with auditing standards general}y accepted in the United States of America, 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, and Standards and Procedures for Audits of California K-12 Local 
Educational Agencies, prescn"bed by the State Controller. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
.i position of the governmental activities, each major fund, and the aggregate remaining fund information of the 

Milpitas Unified School District, as of June 30, 2003, and the respective changes in financial position for the year 
• i then ended in conformity with accounting principles generally accepted in the United States of America. 

,j 

J 
I 

As discussed in Note #18 to the financial statements, the District recognized certain deferred state appropriations 
as revenue in the current fiscal year. 

In accordance with Government Auditing Standards, we have also issued our report dated October 02, 2003, on 
our consideration of the District's internal control over financial reporting and oli. our tests ofits compliance with 
certain provisions oflaws, regulations, contracts, and grants. That report is an integral part of an audit performed 
in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit 

As discussed in the Notes to the basic financial statements, the accompanying financial statements reflect certain 
changes required as a result of the implementation ofGASB Statement No. 34 for the year ended June 30, 2003. 
This results in a change to the format and content of the basic financial statements. 

8270 Aspen S~cc! Rancho Cuc.,monlli, CA 91730 Toi: 909.466.4'110 Fax: 909.466.4431 www.vtdcpa.com 

FRESNO • LAGUMA HILLS • PLEASANTON • ltANCHO CUCAMONGA • SAN JOSE 

The required supplcmentaty information, such as management's discussion and analysis on pages 3 through 10 
and budgetary comparison infonnation on page 39 are not a required part of the basic financial statements, but is 
supplementary information required by the Governmental Accounting Standards Board. We have applied certain 
limited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementaty information. However, we did not audit the 
information and express no opinion on it. 

Our audit was conducted for the pwpose of f'omtlng an opinion on the financial statements that collectively 
comprise the District's basic financial statements. The other supplementary information listed in the table of 
contents, including the Schedule ofExpenditures of Federal awards which is required by U.S. Office of' 
Management and Budget Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations, is 
presented for purposes of additional analysis and is not a required part of the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. 

San Jose, California 
October 2, 2003 
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MILPITAS UNIFmD SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

This section of Milpitas Unified School District's (MUSD) 2002-03 annual financial report presents our 
discussion and analysis of the District's financial performance during the fiscal year that ended on 
June 30, 2003. Please read it in ccnjunction with the District's fmancial statements, which immediately follow 
this section. This is the first year that Milpitas Unified School District is presenting financial statements in 
accordance with the Governmental Accounting Standards Board (GASB) Statement Number 34. Therefore, 
certain data is not available for the fiscal year ended June 30, 2002 for comparative analysis. Comparative 
analysis will be presented in future years. 

OVERViEW OF THE J!INAIVCIAL STATEMENTS 

The Financial Statements 

The financial statements presented herein include all of the activities of the Milpitas Unified School District (the 
Oistrict) using the integrated approach as prescribed by GASB Statement Number 34 (the Statement). 

The Government-Wuie 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 debt). Additionally, certain eliminations have occurred as 
prescribed by the Statement in regards to interfimd activity, payables and receivables. 

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

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

The Fiduciary activities arc private·pwpose trust and agency funds. Agency funds only report a balance sheet and 
do not have a measurement focus. 

Reconciliations of the Fund Financial Statements to the Government-Wide Financial Statements are provided to 
explain the differences created by the integrated approach. 

The Financial statements ·a1so include notes that explain some of the information in the statements and provide 
detailed data. The statements are followed by a section of required supplementary budget infonnation that further 
explains and supports the financial statements. 

FINANCIAL HIGHLIGHTS OF THE PAST l'E4R 

A fixed amount of funding per student, called the "revenue limit", established by the state legislature, determines 
the level of funding for inost California school districts. Milpitas Unified School District's primary income source 
for its general fund is the revenue limit funding which was approximately $4,681 per average daily attendance. 
Funded partly from property taxes and partly from state revenues, the revenue limit accounts for 75% of general 
fund revenues. Other state revenues such as special educatfon allocations, class size reductions funds, lottery 
income and grants account for 15% of general fund revenues. Federal funds account for 4%, while local revenue 
sources·including gifts acccunt for 6% of revenues. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

REPORTING THE D'ISTRICT AS A WHOLE 

The Statement ofNet Assets and the Statement ofActivities 

The Statement of Net Assets and the Statement of Activities report financial infonnation about the District as a 
whole. 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 arc taken into acco\mt regardless of when cash is received or paid. 

These two statements report the District's net assets and changes in them. Net assets arc the difference between 
assets and liabilities, one way to measure the District's financial health, or financial position. Over time, increases 
or decreases in the District's net assets are one indicator of whether its financial health 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 Disirlct's operating results. Since the Board's 
responsibility is to provide services to OW' 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 !he education and the 
safety of our schools will lilrely be an important component in this evaluation. 

REPORTING THE DISTRICT'S MOST SIGNIFICANT FUNDS 

Govern11lflllal Fµnd Financial StqJgments 

The governmental 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 or 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 and other sources . 

Governmentalfumfs - Most 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 usfug an accounting method called modifieil accrual, 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 dctennine whether there arc 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 
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MILPITAS UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

THE DISTRICT AS TRUSTEE 

Reporting the District's Fiduciary Responsibilities 

The District is the trustee, or fiduciary, for funds held on behalf of others, like our funds for associated student 
body activities. The District's fiduciary activities are reported in separate Statements of Fiduciary Net Assets. 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. 

THE DISTRICT AS A WHOLE 

The District's net assets were $63,266,637 as of June 30, 2003. Of this amollllt, $4,584,897 was unrestricted. 
Restricted net assets are reported separately to show legal constraints from debt covenants and enabling 
legislation that limit the School Board's ability to use those net assets for day-to-day operations. Our analysis 
below focuses on the net assets (Table I) and change in net assets (fable 2) of the ·District's governmental 
activities. 

Governmental 
Activities 

Current and other assets $ 33 973 874 
Canital assets 97,997,222 
Total Assets 131971,096 
Current liabilities 10,254997 
Lon2-ti:rm debt 58449.462 
Total Liabilities 68 704,459 
Net assets 

Invested in canital assets, 
net of related debt 50,104,727 
Restricted 8.577013 
Unrestricted 4,584897 

Total Net Assets $ 63,266,637 

Changes in Net Assets 

The results of this year's operations for the District as a whole are reported in the Statement of Activities. Table 2 
takes the information from the Statement and rearranges it slightly so one can see our total revenues for the year. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Revenues 
Prom-,,m revenues 
Charn:es for services 
Oneratinu '""""ts and contn"butions 
Canital ""'"ts and contnl!utions 
General revenues: 

State revenue limit sources 
Proniertvtaxes 
Other l!eneral revenues 

Total Revenues 
E:menses 

Instructional related 
Student sunnort services 
Adminislration 
Maintenance and onerations 
Other 

Total Emenses 

Net Chan"e in Assets 
Net Assets Be«rinnin2 

· Net Assets Endinl! 

Governmental Activities 

Governmental 
Activities 

$ 2,466.835 
16143.965 
1,378,187 

3,224,431 
45 765,088 

6871,742 
75,850.248 

51 123 563 
6,485,661 
4978976 
7037,864 
8,789,617 

78415,681 

(2..565.433) 
65 832,070 

$ 63,266,637 

As reported in the Statement of Activities, the cost of all of our governmental activities this year was 
$78,415,681. However, the amounfthat our taxpayers ultimately financed for these activities through local taxes 
was only $45,765,088 because part of the cost was paid by those who benefited from the programs ($2,466,835) 
or by other governments and organizations who subsidized certain programs with grants and contn'butions 
($17 ,522,152). The remaining "public benefit" portion of our governmental activities was paid with $45, 765,088 
in taxes, $3,224,431 in State revenue limit funds and with other revenues, like interest and general entitlements. 

In Table 3, we have presented the: cost of each of the District's 6 largest functions, as well as each program's net 
cost (total cost less revenues generated by the activities). As discussed above, net cost shows the financial burden 
that was placed on the District's taxpayers by each of these functions. This information allows our citizens to 
consider the cost of each function in comparison to the benefits they believe are provided by that function. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Instruction 
Instruction Related 
Puoil Services 
Administration 
Plant Services 
Faci11tv Ai:auisition 
Totals 

THE DISTRICT'S FUNDS 

Total Cost of 
Services 

$ 43,SB0.146 
7.543.417 
6,485.661 
4,978,976 
6,596,496 

441,368 
$ 69,626,064 

Total Net Cost of 
Services 

s 31,469,234 
4,954,654 
3,318,402 
4.319.654 

. 6.210,164 
441.368 

$ 50,713,476 

As the District completed this year, our governmental funds reported a combined fund balance of $26,~658, 
which is a decrease of$9,53 l,695 from last year. 

The primary reasons for the decrease are: 
a. Our General Fund is our principal operating fund. The fund balance in the General Fund decreased by 

$2,762,373. This decrease is due to: 
1. Decreased State revenue 
2. Increase in special education unfunded mandates 

b. Our special revenue funds showed a net increase of$399,666. 
c, The debt service funds showed a decrease of $98,007. 
d. Our.capital projects funds decreased by $7,070,981 as funds were spent to upgrade school facilities. 

General Fund Budgetary Highlights 

the Education Code requires that all school Districts adopt a budget by July 1. 
Over the course of the year, the District revises its budget as it attempts to deal with unexpected changes in 
revenues and expenditures. The final amendment to the budget was adopted on June 24, 2003. (A schedule 
showing the District's original and finai budget amounts compared with amounts actually paid and received is 
provided in our annual report on page 39). 

> Significant revenue revisions made to the 2002/03 Budget were due to inid year cuts and deferrals that was 
announced by the Governor after the budget adoption. 

> Budgeted expenditures increased by $757,471 due to the collective bargaining settlement reached on 
March 6, 2003. 

> The District typically budgets to spend all of its restricted entitlement balances and site carryover monies. 
AI. year-end there is almost always a significant amount of.these unspent restricted funds. 'This results in 
a favorable variance when comparing budget to actual. The ending fund balance favorable variance at 
June 30, 2003, comparing final budget to actual, was $2,287,8i4. Approximately $2.l million of this 
variance is attributable to the aforementioned unspent restricted endiog balances. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

CAPITAL ASSET & DEBT AJ>MINISTRATION 

Capital Assets 

At June 30, 2003, the District had $128,133,179 in a broad nmge of capitai assets, including land, buildiogs, and 
furniture and equipment 

Governmental 
Activities 

Land $ 2,766,008 
Construction in nro=• 1.424125 
Buildirimi and imnmvenrents 121,789,709 
Jl.nn;nment 2,153,337 
Totals $128,133.179 
Less accllllllilatcd denrooiation 30,135,957 
Total s 97.997,222 

Current year additions of $9,733,757 included several building improvements and portables. Current year 
depreciation was $4,228)08. 

Several capital projects are planned for the 2003-04 year. We anticipate capital additions to be approximately 
$4,000,000 for the 2003-04 year. We present more detailed information about our capital assets in Note 5 to the 
financial statements. 

! 
. I 

. ! 

:1 • 

. I 

.. ~ 
i ... 

.1 
j 

l 
I 

~.J 



··1 

J 

"! 

.J 

MILPITAS tJNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Long-Term Debt 

At the end of this year, the District had $59,635,000 in general obligation bonds outstanding versus $60,995,000 
last year, a dectease of 2.3 percent. Table 5 provides a breakdown of total long-term debt as of June 30, 2003: 

Governmental· 
Activities 

General obligation bonds $59,635,000 
Accumulated vacation net 113.731 
Caoital Leases 60,206 
Arbitrage Liability 130,720 
Pro vemcntBond 237,000 

$60,176657 

The District's general obligation bond rating continues to be •AAA.• The State limits the amount of general 
obligation debt that District's can issue. The District's outstanding general obligation debt of $59,635,000 is 
significantly below this limit. · 

Other ·obligations include compensated absences payable. We present more detailed information regarding our 
long·tenn liabilities in Note 9 of the financial statements. 

ECONOMIC FACTORS AND NEX1' YEAR'S BUDGETS AND RATES 

In considering the District Budget for the 2003/2004 year, the District Board and management used the following 
criteria: 

The key assumptions in our revenue forecast are: 

1. -Revenue limit income will decrease due to the deficit. 
2. Interest earnings will remain flat 
3. Developer fee collections will remain flat. 
4. Federal income will decrease by 2.3 %. 

, 5. State income will decrease by 13.2 percent. 

Expenditures are based on the following forecasts: 

Staffing Ratio 
Grades kindergarten through third 
Grades four through eight 
Grades nine through twelve 

20:1 
32:1 
33:l 
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Enrollment 
2905 
3690 
2921 

MILPITAS UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

Tbis 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 Assistant 
Superintendent, Business Services, at Milpitas Unified School District, 1331 E. Calaveras Blvd., Milpitas, 
California, 95035 (408) 954-2304. 
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I MILPITAS UNIFIED SCHOOL DISTRICT 
MILPITAS UNIF1ED SCHOOL DISTRICT 

l STATEMENT OF NET ASSETS 
STATEMENT OF ACTIVITIES JUNE 30, 2003 
FOR THE YEAR ENDED JUNE 30, 2003 

l Governmental 
Net (Expenses) Assets Activities 
ReffOuesand 

~ ·1 Deposits and investments $ 24,215,655 
ChimllCSla i I 

u Receivables 9,163,515 ProRnm Revenu~ Net Assets 
Prepaid 1CXpcnses 220,401 Cbat'lesfor Opendns ·C.pllll 

1 "' Stores inventories 314,303 Servlccsand Grants and Granlland Governmental I Capital assets 128,133,179 Fundlon!IPn>&ranu E,p....., Sales Conlrlbutlon1 Contrlbutlo.,. Adlvides 
Less: Accumulated depreciation (30,135,957) Gaverameotah<tMtlcs: 

1 lnstn1ction 43,SS0,146 428;5,40 10,304,185 s 1,378,187 (31,469,234) Total assets 131,971,096 
Instruction related activities: 

Liabilities Supervision ofinslrucffon 1,698,141 S,341 1,066,9113 (625,811) 
lnslnlctional library, media and tochnoloa;y 282,SOS 33,416 (249,089) Overdrafts 4,323,873 
·s.1wo1 s11e administration 5,562,771 94,449 1,388,574 (4,079,748) Accounts payable 3,456,584 Pupil services: 1 Deferred revenue 747,345 Homc,.to..school tr:inspottatioo 454,571 22,866 126,069 (305,636) Current portion of long-term obligations 1,727,195 Food services 2,Sl9,449 1,450,370 959,,481 (109,592) Noncurrent portion oflong-tenn obligations 581449,462 All otherpupilscrviccs . 3,Sll,641 11,291 - 591,116 (2,903,174) Total liabilities 68,704,459 Cienenll admini!!tralion: 

Dalli processing 1,036,405 5,066 (l,D31,339) 
Net.Assets All other general aifministralfoo 3,94l,S70 106,280 541,916 {3,288,314) 

Invested in capital assets, net of related debt 50,104,727 Plantseiviccs 6,5%,496 139,S26 246,806 (6,210,164) 
Facility acquisition and constructioo 441,368 (441,368) Restricted for: 
Ancillaiy services 186,878 18 4 (186,856) Legally restricted 1,813,582 
lnl<tcslon long-!mndebt 3,145,565 (3,145.S65i Capital projects 2,189,941 
Olheroulgo 1,228,%7 208,154 868,223 (152,590) Special revenue 2,501,424 
Depioohition (un1Uocar.d) 4,228,208 (4,228,208) Debt service 2,072,066 

Tolll perninenlal-type 1Clivitles 78,415,681 2,466,835 16,143,965 1,378,187 (SB,426,694) Unrestricted 4,584,897 
Total net assets $ 63,266,637 

Gen~ revenues and subventions: 

Property taxes, levied fO'r general Pll1]JOSeS 41,272,599 
Pmpcrty t:i.,c .. , levlcd for debt ervlce 4,321,402 
Tues levied for other specific purposes 171,087 

J 
Federal and State aid not reslrictod to ,pecific pu,poses 6J6M40 
lnlercst and invcs1111C11t earnings 415,920 
Miscellaneous 3,316,613 

J Subtot,d, aenenl revenues 55,861,261 
Change In net assets (2.565.433) 

Net assol5 • beginning 65,832,D70 

'I Netassets-endinj' 63,266,637 
.. .l 

The accompanying .notes are an integral part of these financial statements. 
The accompanying notes are an integral part of these financial statements. 
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1 MILPITAS UNIFIED SCHOOL DISTRICT MILPITAS UNIFIED SCHOOL DISTRICT 

J GOVERNMENTAL FUNDS GOVERNMENTAL FUNDS 
BALANCE SHEET RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET ., JUNE 30, 2003 TO THE STATEMENT OF NET ASSETS 

JUNE 30, 2003 
Non Major Total 

·1 General Building Governmental Governmental 
l Fund Fund Funds Funds Amounts Reported for Governmental Activities in the Statement 

ASSETS of Net Assets are Different Because: 

l Deposits and investments $ 3,977,777 $12,981,632 $ 7,316,246 $ 24,275,655 Total Fnnd Balance - Governmental Funds s 26,466,658 
) 

Receivables 3,546,304 94,274 5,522,937 9,163,515 
Due from other funds 881,932 260,410 1,142,342 Capital assets used in governmental activities are not financial resources 

Prepaid expenses 220,401 220,401 and, therefore, are not reported as assets in governmental funds. 

Stores inventories 211,043 103,260 314,303 The cost of capital assets is S 128,133,179 

Total assets $ 8,837,457 $13,075,906 $ 13,202,853 $ 35,116,216 Accumulated depreciation Is (30,135,957) 97,997,222 

LIABJLITIES AND FUND BALANCES 
In governmental funds, interest on long-term debt is 

Liabilities: 
recognized in the period when it is paid. On the government-wide 

Overdrafts $ $ $ 4,323,873 $ 4,323,873 
statements interest on long-term debt is recognized as it 
accrues. (1,020,586) 

Accounts.payable 1,354,718 846,969 234,311 2,435,998 
Due to other funds 256,886 58,506 826,950 1,142,342" Long-term liabilities at year ·end consist of: 
Deferred revenue 713,668 33,677 747,345 Bonds payable 59,635,000 

Total liabilities 2,325,272 905,475 5,418,811 8,649,558 Capital leases payable 60,206 J 
Fund Balances: Compensated absences (vacations) 113,731 . ! 

Reserved for; Arbitrage Liability 130,720 
Stores inventories 211,042 103,260 314,302 Property improvement bond 237,000 ~60,176,6SZ) I Other reservations 1,602,540 2,385 1,604,925 Total Net Assets • Governmental Activities s 63,266,637 -·' 

Unreserved: 
Designated 3,274,205 7,984,645 586,846 11,845,696 
Undesignated, reported in: 

General fund 1,424,398' 1,424,398 
Special revenue funds 1,919,436 1,919,436 
Debt service funds 3,092,652 3,092,652 
Capital projects funds 4,185,786 2,079,463 6,265,249 

Total fund balance 6,512,185 12,170,431 7,784,042 26,466,658 
Total Liabilities and 

Fund Balances $ 8,837,457 $13,075,906 $ 13,202,853 $ 35,116,216 
I 

. I 

j 

The accompanying notes are an integral part of these financial statements. The accompanying notes are an integral part of these flllllllcial statements. 
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·.i MILPITAS UNIFIED SCHOOL DISTRICT MILPITASUNIFIEDSCHOOLD~TRICT 

GOVERNMENTAL FUNDS RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
STATEMENT OF REVENUES, EXPENDITURES AND REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
CHANGES IN FUND BALANCE TO THE D~TRICT-WIDE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2003 FOR THE YEAR ENDED JUNE 30, 2003 

~ ~ 1 
Nonmajor Total Amounts Reported for Governmental Activities in the Statement of i General Building Governmental Governmental Activities are Different Jlecause: 

Fund Fund Funds Funds 

1 REVENUES Total Net Change in FIIDd Balances - Governmental Funds s (9,531,695) 
Revenue limit sources S 44,440,927 $ s 1,215,314 s 45,656,241 
Federal sources 2,467,437 1,796,413 4,263,850 Capital outlays to purchase or build capital assets are reported in 
Other state sources 8,867,057 4,637,451 13,504,508 governmental funds as expenditures, however, for govemmentai activities, 
Other local sources 3,656,183 2,075,286 6,694,180 12,425,649 those costs are shown in the statement of net assets and allocated over 

1 Total Revenues 59,431,604 2,075,286 14,343,358 75,850,248 their estimated useful lives as annual depreciation expenses in the 
EXPENDITURES statements of activities. 
Current This is the amount by which capital outlays exceed depreciation in the period. 

Instruction 40,143,608 3,723,308 43,866,916 Capital outlays S 9,733,757 
Instniction related activities; Depreciation expense (4,228,208) 5,505,549 

Supervision of instruction 1,556,018 147,251 1,703,269 
Instructional library and technology 285,771 285,771 Compensated absences arc measured by amounts earned during the year in the 
School site administration 4,500,871 1,063,865 5,564,736 satatement of activities. Jn the governmental funds, these items are measured 

Pupil Services; by amounts actually paid. Vacation earned was less 
Home-to school transporlation 454,571 454,571 

than the amount paid by $9,015. 9,015 
Food services 4,124 2,518,507 2,522,631 
All other pupil services 3,414,994 96,647 3,511,641 

Interest on long-term debt in the statement of activities differs from the 
General administration: 

amount reported in the governmental funds, because interest is recorded as an l Data processing 1,094,991 1,094,991 
expenditure in the funds when it is paid, arid thus requires the use of current 

. ; 

All other general administration 3,588,777 362,809 3,951,586 financial resources. In the statement of activities, however, interest 
Plant services 5,990,776 610,605 102,807 6,704,188 

expense is recognized as the interest accrues, regardless of when it is paid. (180) Facility acquisition and construction 225,049 8,377,998 1,105,489 9,708,536 
Ancillary services 186,878 186,878 

Principal payments on long-term debt is an expenditure in the governmental Debt service 
funds, but it reduces long-tcnn liabiliti1;11 in the statement of net assets and Principal 91,878 1,360,000 1,451,878 . ; 
does not affect the statement of activities. 1,451,878 Interest and other 16,445 30,954 3,097,985 3,145,384 

Change in Net Assets of Governmental Activities s (2,565,433) Total Expenditures 61,462,873 9,111,435 13,578,668 84,152,976 
Excess of revenues over expenditures (2,031,269) {7,036, 149) 764,690 (8,302, 728) 
Other Financing Uses: 

l Transfers in 964,840 466,977 1,431,817 
Transfers out (466,911) (964,840) (1,431,817) .... j 

Other uses (1,228,967) (1,228,967) 

J 1 Net Financing. Uses {731,104) (964,840) 466,977 (1,228,967) 
NET CHANGE IN FUND BALANCES (2,762,373) (8,000,989) 1,231,667 (9,531,695) 
Fund Balance. Beginning 9,274,558 20,171,420 . 6,552,375 35,998,353 
Fund Balance~ Ending S 6,512,185 S 12,170,431 s 7,784,042 $ 26,466,658 

The accompanying notes are an integral part of these fmancial statements. The accompanying noies are an integral part of these fmancial statements. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENTS OF NET ASSETS 
JUNE 30, 2003 

ASSETS 
Deposits and inveslments 

Total assets 

UABILITIES 
Due to student groups 

Total liabilities 

NET ASSETS 
Reserved for scholarships 

Total Net Assets 

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

$ 13,778 $ 
13,778 

13,778 
$ 13,778 $ 

Agency 
Funds 

550,351 
550,351 

550,351 
550,351 

MILPITAS UNIFIED SCHOOL DISTRICT 

FIDUCIARY FUND 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ADDfflONS 
District contributions and interest earned 

DEDUCTIONS 
Scholarships awarded 

Change in Net Assets 
Net Assets- Beginning 
Net Assets- Ending 

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

$ 6,999 

7,330 
(331) 

14,109 
$ 13,778 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE l - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

F"manclal Reporting Entity 

The Milpitas Unified School District was unified in December 1968 under the laws of the State of California. 
The District operates under a locally-elected five-member Board form of government and provides 
educational services to grades K-12 as mandated by the State and/or Federal agencies. The District operates 
nine elementary, two middle schools and one high school. The District also maintains a continuation high 
school, an adult education school, two child care centers, a community day school, and a correctional 
facilities education program. 

A reporting entity is comprised of the primary government, and other organizations that are included to ensure 
the financial statements are not misleading. The primary government of the District consists of all funds, 
departments, boards, and agencies that are not legally separate from the District For Milpitas Unified School 
District, this includes general operations, food service, and student related activities of the District. 

Joint Power Authorities and Public Entity Risk Pools The District is associated with two joint power 
authorities and two public entity risk pools. These organi:zations do not meet the criteria for inclusion as 
component units of the District Summarized audited financial information is presented in Note 15 to the 
financial statements. These organizations are: 

South Bay Area Schools Insurance Authority (SBASIA) 
Santa Clara Cotmty Schools Insurance Group (SCCSIG) 
Metropolitan Education District (Metro ED) 
East Valley Schools Transportation Authority (EVT) 

Basis of Presentation - Fund Accounting 

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and 
accounting entity with a self-balancing set of accounts, which are segregated for the purpose of carrying on 
specific activities or attaining certain objectives in accordance with special regulations, restrictions, or 
limitations. The District's funds are grouped into two broad fund categories: governmental and fiduciary. 

Governmental Funds Governmental funds are those through which most governmental functions typically 
are financed. Governmental fund reporting focuses on the sources, uses, and balances of current financial 
resources. Expendable assets are assigned to the various governmental funds according to the purposes for 
which they may or must be used. Current liabilities are assigned to the fund from which they will be paid. 
The difference between governmental fund assets and liabilities is reported as fund balance. The following 
are the District's major governmental funds: General Fund, and Building Fund. 

Major Governmental Funds 

General Fund The General Fund accounts for all financial resources except those required to be 
accounted for in another fund. The General Fund balance is available to the District for any purpose 
provided it is expended or transferred according to the general laws of California. 
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MILPITAS UNIFlED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Building Fund The Building exists primarily to account separately for proceeds from sale of bonds and 
acquisition of major governmental capital facilities and buildings. 

Other Non-Major GoVi!rlllllental Funds 

Special Revenue FW1ds The Special Revenue Funds are used to account for the proceeds of specific 
revenue sources that are legally restricted to expenditures for specific pmposcs. The district maintains the 
following special revenue funds: 

Adult Education Fund The Adult Education Ftmd is used to account for resources committed to 
adult education programs maintained by the District. 

Cafeteria Fund The Cafeteria Fund is used to account for the financial transactions related to the 
food service operations of the District. 

Child Development Fund The Child Development Fund is used to account for resources committed 
to child development programs maintained by the District. 

Deferred Maintenance Fund The Deferred Maintenance Fund is used for the pmpose of major 
repair or replacement of District property. 

Debt Service Funds The Debt Service Funds are used to account for the accunwlation of resources for, 
and the payment ot; general long-tenn debt principal. interest, and related costs. The District maintains 
the following debt service. funds: 

Bond Interest and Redemption Fund The Bond Interest and Redemption Fund is used to account 
for the accumulation of resources for, and the repayment ot: district bonds, interest, and related costs. 

Capital Projects Funds The Capital Projects Funds are used to account for the acquisition and/or 
construction of all major governmental general fixed assets. The District maintains the following capital 
projects funds: 

Capital Facilities Fund The Capital Facilities Fund is tiscd to account for resources received from 
developer impact fees assessed under provisions of the California Environmental Quality Act 
(CEQA). 

County School Facfflties Fund The County School Facilities Fund is used primarily to account 
separately for State apportionments provided for construction and rcconslruction of school facilities 
(Education Code Sections 17010.10-17076.10). 

Fiduciary Funds Fiduciazy fund reporting focuses on net assets and changes in net assets. The fiduciary 
fund category is split into two classifications: scholarship trust fund, and agency funds. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Trust funds are used to account for the assets held by the District under a trust agreement for individuals, 
private organi2ations, or other governments and are therefore not available to support the District's own 
programs. The District's trust funds are scholarship trust funds. Agency funds are custodial in nature (assets 
equal liabilities) and do not involve measurement of results of operations. The District's agency fund 
accounts for student body activities (ASB). 

B:isls of Accounting - Measurement Focus 

Government-Wide Financial Statements The government-wide statements are prepared using the 
economic resources measurement focus and the accrual basis of accounting. This approach differs from the 
manner in which governmental fund financial statements are prepared. 

The government-wide Statement of Activities presents a comparison between expenses, both direct and 
indirect, and program revenues for each governmental function. Direct expenses are those that are 
specifically associated with a service, program, or department and are therefore clearly identifiable to a 
particular function. The District does not allocate indimct expenses to functions in the Statement of 
Activities. Program revenues include charges paid by the recipients of the goods or services offered by the 
programs and grants and contributions that are restricted to meeting the operational or capital requirements of 
a particular program. Revenues that are not classified as program revenues are presented as general revenues. 
The comparison of program revenues and expenses identifies the extent to which each function is self. 
financing or draws from the general revenues of the District. 

Net assets should be reported as restricted when constraints placed on net asset use are either externally 
imposed by creditors (such as through debt covenants), gnintors, contn"butors, or laws or regulations of other 
governments or imposed by law through constitutional provisions or enabling legislation. 

Fund Financial Statements Fund financial statements report detailed information about the District. The 
focus of governmental and enterprise fund financial statements is on major funds rather than reporting funds 
by type. Each major fund is presented in a separate column. Norunajor funds are aggregated and presented in 
a single column. · 

Govemmentlll Funds All governmental funds are accounted for using a flow of current financial 
resources measurement focus and the modified accrual basis of accounting. With this measurement 
focus, only current assets and current liabilities generally are included on the balance sheet. The 
statement ofrevenues, expenditures, and changes in fund balance reports on the sources (revenues and 
other financing sources) and uses (expenditures and other financing uses) of current financial resources. 
This approach differs from the manner in which the governmental activities of the government-wide 
statements are prepared. Governmental fund financial statements therefore include reconciliations with 
brief explanations to better identify the relationship between the government-wide statements prepared on 
the accrual basis of accounting, using the economic resources measurement focus and the statements for 
the governmental funds prepared on a modified accrual basis of accounting using the current financial 
resources measurement focus. Under this basis, revenues are recognized in the accounting period in 
which they become measurable and available. Expenditures are recognized in the accounting period in 
which the fund liability is incurred, if measurable. 

Fiduciary Funds Fiduciary funds are accounted for using the flow of economic resources measurement 
focus and the accrual basis of accounting. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Revenues - Exchange and Non-Exchange Trllllllactions Revenue resulting from exchange transactions, in 
which each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which the 
resources are measurable and become available. Available means that the resources will be collected within 
the current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the 
current fiscal year. For the District, available means expected to be received within 90 days of fiscal year
end. 

Non-exchange transactions, in which the District receives value without directly giving equal value in return, 
include property taxes, certain grants, entitlements, and donations. Revenue from property taxes is 
rccogniz.ed in the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility 
requirements include time and purpose requirements. On a modified accrual basis, revenue from non
exchange transactions must also be available before it can be rccogni7.ed. 

Under the modified accrual basis, the following revenue sources are considered to be both measurable and 
available at fiscal year-end: State apportionments, interest, certain grants, and other local sources. 

Deferred Revenue Deterred revenue arises when potential revenue docs not meet both the "measurable" and 
i•available" criteria for recognition in the current period or when resources are received by the District prior to 
the incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are 
met, or when the District has a legal claim to the resources, the liability for deferred revenue is removed from 
the ·combined balance sheet and revenue is recognized. 

Certain grants received before the eligibility requirements are met are recorded as deferred revenue. On the 
governmental fund financial statements.receivables that will not be collected within the available period are 
also recorded as deferred revenue. 

Expenses/Expenditures On the accrual basis of accounting, expenses are recogniud at the time they are 
incurred. The measurement focus of governmental fimd accounting is on decreases in net financial resources 
(expenditures) rather than eiqx:nses. Expenditures are generally recognized in the accounting period in which 
the related fimd liability is incurred, if measurable. 1'.he fair value of donated commodities used during the 
year is reported in the operating statement as an expense with a like amount reported as donated commodities 
revenue. Unused donated commodities are reported as part of stores inventoiy. Principal and interest on 
general long-term debt, which has not matured, are recognized When paid in the governmental funds. 
Allocations of costs, such as depreciation and amortization, are not recognized in the governmental funds. 

Cash and Cuh Equiwlents 

Toe District's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition. Cash equivalents 
also include cash with county treasury balances for purposes of the statement of cash flows. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Investments 

Investments held at Jwie 30, 2003, with original maturities greater than one year are stated at fair value. Fair 
value is estimated based on quoted market prices at year-end. All investments not required to be reported at 
fair value arc stated at cost or amortized cost Fair values of investments in state investment pools are 
dctennined by the program sponsor. 

Restricted Assets 

Restricted assets arise when restrictions on their use change the normal understanding of the availability of 
the asseL Such constraints are either imposed by creditors, contnoutors, grantors, or laws of other 
governments or imposed by enabling legislation. 

Prepaid Expenditures 

Prepaid expenditures represent amounts paid in advance of receiving goods or services. The District has ~e 
option of reporting an expenditure in governmental funds for prepaid items either when purchased or during 
the benefiting p"eriod. The District has chosen to report the expenditures over the benefiting period. 

Stores Inventory 

Inventories consist of expendable food and supplies held for consumption and unused donated commodities. 
Inventories are stated at cost, on the weighted average basis. The costs of inventory items are recorded as 
expenditures in the governmental funds when used. 

Capital Assets and Deprecladon 

The accounting and reporting treatment applied to the capital assets associated with a fund are determined by 
its measurement focus. General capital assets arc long-lived assets of the District as a whole. The District 
maintains a capitalization threshold ofSS,000. The District does not possess any infrastructure. 
Improvements are capitalized; the costs of nonnal maintenance and repairs that do not add to the value of the 
asset or materially extend an asset's life are not capitalized, but are expensed as incurred. 

When purchased, such assets are recorded as expenditures in the governmental funds. In the govemment
wide statements of net assets and activities, such amounts are capitalized and their cost is amortized to 
operations over their useful lives by an annual depreciation expense charge. The valuation basis for capital 
assets is historical cost, or where historical cost is not available, estimated historical cost based on 
replacement cost. 

Depreciation ofcapital assets is computed using the straight-line method. Estimated useful lives of the 
various classes of depreciable capital assets are as follows: buildings, 20 to SO years; 
improvements/infrastructure, S to SO years; equipment, 2 to 15 years. 

Interfund Balances 

On fund financial statements, receivables and payables resulting from short-term interfund loans are classified 
as "interfund receivables/payables." These amounts are eliminated in statement of net assets. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Compensated Absences 

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The 
entire compensated absence liability is reported as a cwrent liability in the government-wide statement of net 
assets. For governmental funds, the current portion of unpaid compensated absences is the amount that is 
normally expected to be paid using expendable available financial resolll'Ces. These amounts are recorded in 
the accounts payable "in the fund from which the employees who have accumulated leave are paid. The non
cWTent portion of the liability is not reported in the statements but is shown as a component of general long· 
term debt . 

Sick leave is accumulated without limit for each employee at the rate of one day for each month worked. 
Leave with pay is provided when employees are absent for health reasons; however, the employees do not 
gain a vested right fo accumulated sick leave. Employees are never paid for any sick leave balance at 
tennination of employment or any other time. Therefore, the value of accumulated sick leave is not 
recognized as a liability in the District's financial statements. However, credit for unused sick leave is 
applicable to ali classified employees subject to a collective bargaining agreement who retire after January 1, 
1999. At retirement, each classified employee will receive .004 year of servic1fcrcdit for each day of unused 
sick leave. 

Accrued Liabilities and Long-Term Obligations 

All payables, accrued liabilities, ·and long-tcnn obligations are reported in the government-wide financial 
statements. 

Jn general, governmental fund payables and accrued liabilities that, once incwrcd, are paid in a timely manner 
from cwrent financial resources, are reported as obligations of the funds. 

However, claims and judgments, compensated absences, special tmnination benefits, and contractually 
required pension conln"butions that will be paid from govemmerital ftmds are reported as a liability in the fund 
financial statements only to the extent that they are due for payment during the cwrenf year. Long-tenn 
obligations are not recognized as liabilities in govenuncntal funds but are disclosed in the notes to financial 
statements. Debt service expenditures, including principal and interest, from bonds, capital leases or other 
long-term loans, are recognized as expenditures in the goverrunental fund financial statements when paid. 

Fund Balance Reserves and Designations 

The District reserves those portions of fund equity which are legally segregated for a specific future use or 
which do not represent available expendable resotirccs and therefore are not available for appropriation or 
expenditure. Unreserved fund balance indicates that portion of fund equity which is available for 
appropriation in future periods. Fund equity reserves have been established for revolving cash accounts, 
stores inventories, prepaid expenditures, and legaily restricted grants and entitlements. 

Designations of fund balances consist of that portion of the fund balance that has been set aside by the 
governing board fo provide for specific purposes or uses. Fwid equity designations have been established for 
economic uncertainties and other purposes. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Net Assets 

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of 
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of 
any borrowings used for the acquisition, construction or improveinent of those assets. Net assets are reported 
as restricted when there are limitations imposed on their use either through the enabling legislation adopted by 
the District or through external restrictions imposed by creditors, granters, or laws or regulations of other 
governments. The District applies restricted resources when an expense is incurred for purposes fur which 
both restricted and unrestricted net assets are available. 

lnterfund Activity 

Transfers between governmental and business-type activities, if applicable, on the government-wide 
statements are reported in the same manner as general revenues. 

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures! 
expenses in the purchaser funds. Flows of cash or goods from one fund to another without a requirement for 
repayment are reported as interfund transfers. Interfund transfers are reported as other financing sources/uses 
in governmental funds and after non-operating revenues/expenses in proprietary funds. Repayments from 
funds responsible for particular expenditures/expenses to·the funds that initially paid for them are not 
presented on the financial statements. 

Estimates 

The preparation of the financial statements in confonnity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. Actual results may differ from those estimates. 

Budgetary Data 

The budgetmy process is prescribed by provisions of the California Education Code and requires the 
governing board to hold a public hearing and adopt an operating budget no later than July 1 of each year. The 
District governing board satisfied these requirements. The adopted budget is subject to amendment 
throughout the year to give consideration to unanticipated revenue and expenditures primarily resulting from 
eVllllts unknown at the time of budget adoption with the legal restriction that expenditures cannot exceed 
appropriations by major object account. 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when 
the original appropriations were adopted. The amounts reported as the final budgeted amounts in the 
budgetmy statements reflect the amounts after all budget amendments have been accounted for. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Property Ta:i: 

Secured property taxes attach as an enforceable lien on property as of Janwuy 1. Taxes are payable in two 
installments on November l and February 1 and become delinquent on December 10 and April 10, 
respectively. Unsecured property taxes are payable in one installment on or before August 31. The County of 
Santa Clara bills and collects the taxes on behalf of the District Local property tax revenues are teeorded 
when received. 

NOTE 2-CHANGES IN ACCOUNTING PRINCIPLES 

For the fiscal year ended June 30, 2003, the District has implemented Governmental Accounting Standards Board 
(GASB) Statement No. 34, "Basic Financial Statements -and Management's Discussion and Analysis - for State 
and Local Governments," GASB Statement No. 36, "Receipt Reporting for Certain Shared Nonexchange 
Revenues", GASB Statement No. 37, "Basic Financial Statements for State and Local Governments: Omnibus", 
and GASB Statement No. 38, "Certain Financial Statement Note Disclosures0

, and GASB Statement No. 41, 
"Budgetary Comparison Schedules - Perspective Difference". As a result, the financial statements for the first 
time include 1) a Management Discussion and Analysis (MD&A) section providing an analysis of the District's 
overall financial position and results of operations, 2) financial statements prepared using full accrual accounting 
for all of the District's activities, and 3) a change in the fund financial statements to focus on the major funds. 
These and other changes are reflected in the accompanying financial statements, including notes to financial 
statements. 

NOTE 3-i>EPOSITS AND INVESTMENTS 

Policies and l'ra<:tices 

The District is considered to be an involuntary participant in an external investment pool since the District is 
required to deposit all receipts and collections of mon.ies with their COWlty treasurer (Education Code Section 
41001). In addition, the District is-authorized to maintain deposits with certain financial institutions that are 
federally insured up to Sl00,000. 

The District is also authom.ed to make direct investments in local agency bonds, notes, or warrants within the 
state; U.S. Treasury instruments; registered State wammts or treasury notes; securities of the U.S. 
Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit placed with 
commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreements; medium 
term corporate notes; shares of beneficial interest issued by diversified management companies, certificates of 
participation, obligations with first priority security; and collatcralized mortgage obligations. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cash 

Cash at June 30, 2003, is presented below and categom.ed separately to give an indication of the level of risk 
assessment with each deposit: 

Bank Balance - Cate~ory * 
I 3 Total 

Cash on hand and in banks $ 139,l71 $ 658,529 $ 797,700 
Cash in revolving fund 171835 17,835 

Total $ 157,006 $ 658,529 $ 815,535 

Governmental Fiduciary 
Carrying C8nying 
Amount AmoWlt Total 

Cash on hand and in banks $ 221,255 $ 564,129 $ 785,384 
Cash in revolving fund 17,385 17,385 
Cash awaiting deposit 44,964 44,964 

$ 283,604 $ 564,129 $ 847,733 

*These categories are as follows: 

Category 1: Insured or collateralized with securities held by the District or by its agent in the District's name. 

Category 3: Uncollateralized. This includes any bank balance that is collateralized with securities held by the 
pledging financial institution, or by its trust department or agent but not in the District's name. 

Investments 

Deposits with the CoW1ty Treasury and investments in the State Treasurer's Investment Pool are not 
categorized because they do not represent securities, which exist in physical or book entry form. The deposits 
with county treasury and State pool's investments are valued using the amorti7.ed cost method (which 
approximates fair value). The fair values were provided by the county. 

The investments at June 30, 2003 had reported and fair values and were categom.ed as follows: 

Reported in 
Govenunental Fair 

Funds Value 
Uncategom.ed: 

Deposits with county treasurer $ 23,992,051 $ 24,050,592 
Less deficit cash 4,323,873 4,334,423 

Total $ 19,668,178 $ 19,716,169 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS. 
JUNE 30, 2003 

NOTE 4 - RECEIVABLES 

Receivables at June 30, 2003, consisted of intergovernmental grants, entitlements, intc:rc:st and other local sources. 
All receivables are considered collectible in full. 

Federal Government 
Categorical aid 

State Government 
Apportionment 
Categorical aid 
Lottery 

Local Government 
Interest 

Other Local Sources 
Total 

NOTE 5- CAPITAL ASSETS 

$ 

General 

677,802 

421,444 
1,115,691 

510,466 

51,837 
769,064 

3,546,304 

$ 

$ 

Building 

58,884 
35,390 
94,274 

Capital asset activity for the fiscal year ended June 30, 2003, was as follows: 

Balance 
JW1e 30, 2002 

Governmental Activities 
Capital Assets not being depreciated: 

Land $ 2,766,008 
Construction in Progress 
Total Capital Assets not being depreciated 2,766,008 

Capital Assets being depreciated: 
Buildings and Improvements 114,101,358 
Flirniture and Equipment l,532,056 

Total Capital Assets being depreciated 115,633,414 
Total Capital Assets 118,399,422 

Less Accumulated Depreciation: 
Buildings and Improvements 25,148,025 
Furniture and Equipment 759,724 

Total Accumulated Depreciation 25,907,749 
Governmental Activities Capital 

Assets, Net $ 92,491,673 

$ 

$ 

Nonmajor 

$ 462,415 

4,496,351 
341,837 

26,359 
195,975 

$ 5,522~37 

Additions 

1,424,125 
l,424,125 

7,688,351 
621,281 

8,309,632 
9,733,757 

4,055,406 
172,802 

4,228,208 

5,505,549 

Total 

$ 1,140,217 

4,917,795 
1;457,528 

510,466 

137,080 
1,000,429 

$ 9,163,515 

Balance 
JlUle 30, 2003 

$ 2,766,008 
1,424,125 
4,190,133 

121,789,709 
2,153,337. 

123,9432046 
1281133,179 

29,203,431 
932,526 

301135,957. 

$ 97,997,222 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 6-INTERFUND TRANSACTIONS 

lnterfund Receivables/Payables (Due To/Due From) 

Interfund receivables and payables for the year ended of Iune 30, 2003, consisted of the following: 

Due From 
Nonmajor 

General Governmental Total 

~- $ $ 256,886 $ 256,886 
Cafeteria Fund 582,765 582,765 
Building 58,506 58,506 
Nonmajor governmental 240,661 3,524 244,185 

Total $ 881,932 $ 260,410 $ 1,142,342 

All balances resulted from the time lag between the date that (1} interfund goods and services are provided or 
reimbursable expenditures occur, (2) transaction are recorded in the accounting system, and (3) payments 
between funds are made. 

Operating Transfers 

lnterfund transfers for the year ended Iune 30, 2003, consisted of the following: 

Transfer from 
General Building Total 

rn
General $ $ 964,840 $ 964,840 

119,846 
347,131 

Cafeteria 119,846 
347,131 Norimajor governmental 

Total $ 466,977 $ 964,840 S 1,431,817 

The Building Fund transferred to the General Fund for both the Deferred Maintenance 
match and Routine Maintenance cost reimbursement 

The General Fund transferred to the Cafeteria Fund to reimburse meals for needy 
The General Fund transferred to the Deferred Maintenance Fund for the required 
deferred maintenance match. 

Total 
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$ 964,840 
119,846 

347,i31 
$ 1,431,817 

MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE7-ACCOUNTSPAYABLE 

Accounts payable at Iune 30, 2003, consisted of the following: 

General 
Vendor payables s 805,699 
State apportionment 111,972 
Salaries and benefits 437,047 

Total s 1,354,718 

NOTE 8-DEFERRED REVENUE 

Deferred revenue at June 30, 2003, consists of the following: 

Federal financial assistance 
State categorical aid 

Total 

NOTE 9-LONG-TERMLIABILlTIES 

Long-Term Debt Summary 

$ 

s 

Building 
Fund 

$ 837,693 

9,276 
$ 846,969 

General 
320,650 
393,018 
7131668 

Nonmajor 
Govemmentai Total 
$ 155,136 $ 1,798,528 

m;912 
79,175 5251498 

$ 234,311 s 2,435,998 

Nomnajor 
Governmental Total 
$ 1,600 $ 322,250 

321077 425,095 
$ 33,671.. $ 747,345 

The changes in the Districl's long-term obligations during the year consisted of the following: 

Balance Balance Due in 
Iulx 1,2002 Deductions June 30, 2003 One Year 

General obligation bonds s 60,995,000 $ 1,360,000 $ 59,635,000 $ 1,390,000 
Accumulated vacation - net 122,746 9,015 113,731 113,731 
Capital leases 74,084 13,878 60,206 14,744 
Arbitrage liability 130,720 130,720 130,720 
Property improvement bond 315,000 78,000 237,000 78,000 

Total s 61,637,550 s 1,460,893 $ 60,176,657 $ 1,727,195 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Bonded Debt 

The outstanding general obligation bonded debt is as follows: 

Issue Maturity Interest 
Date Date Rate 

8/1/1996 9/1/2020 3.5-4.7% 
11/1/2001 9/1/2020 4% 
6/1/1998 9/1/2020 4.5-7.5% 
6/1/2000 9/1/2020 5.0-12.0% 

Debt Service Requirements to Maturity 

The bonds mature through 2028 as follows: 

Fiscal Year 
2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 
2019-2023 
2024-2028 

Total 

Accumulated Unpaid Employee Vacation 

Bonds 
Original Outstanding 

Issue Juli 1,2002 
$20,000,000 $ 785,000 

17,250,000 17,250,000 
24,700,000 23,150,000 
20,000,000 19,810,000 

$601995,000 

Principal 
$ 1,390,000 

1,555,000 
1,720,000 
1,875,000 
1,970,000 

11,105,000 
13,710,000 
17,680,000 
8,630,000 

$ 59,635,000 

Redeemed 
$ 250,000 

300,000 
300,000 
510~000 

$1,360,000 

Interest to 
Maturity 

$ 3,004,157 
2,898,419 
2,796,332 
2,692,819 
2,601,044 

11,651,068 
8,832,023 
4,970,623 

514,356 
$39,960,841 

Bonds 
Outstanding 

June 30, 2003 
$ 535,000 

16,950,000 
22,850,000 
19,3002000 

$ 59,635,000 

Total 
$ 4,394,157 

4,453,419 
4,5l6,332 
4,567,819 
4,571;044 

22,756,068 
22,542,023 
22,650,623 
9,144,356 

$ 99,595,841 

The long-term portion of accumulated unpaid employee vacation for the District at June 30, 2003, amounted 
to $113,731. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Capital Leases 

The capital leases have minimum lease payments as follows: 

Year Ending 
June 30, 

2004 
2005 
2006 

Thereafter 
Total 

Less: Amount Representing Interest 
Present Value of Minimum Lease Payments 

Arbitrage Liability 

Lease 
Payment 

$ 18,084 
18,084 
18,084 
13,558 
67,810 
7!604 

$ 60,206 

Arbitrage is the expess of interest earned by a g<>vemmentai unit on bond proceeds over interest paid to bond 
hol~ers. The liability was paid in full on July 8, 2003. 

Property Improvemeilt Bonds 

The District is liable for improvement bonds related to a property that the District leased to a developer in 
1988 under long-term lease. Payments on these bonds are made by the Developer in accordance with the 
lease. 

Property improvement bonds outstanding as of June 30, 2003 are as follows: 

Issue Maturity Interest 
Date Date Rate 

toi6is9 9n.5105 6.85%-7.15% 

Debt Service Requirements to Maturity 

Fiscal Year 
2004 
2005 
2006 
Total 

Original 
Issue 

$1,609,500 
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Bonds 
Outstanding 
July 1,2002 
$ 315,000 

Princiel 
$ 78,000 

78,000 
81,000 

$ 237,000 

Redeemed 
$ 78,000 

Interest to 
Maturity 

s 14,079-
8,261 
2,S96 

$ 24,936 

Bonds 
Outstanding 

June 30, 2003 
$. 237,000 

Total 
$ 92,079 

86,261 
83,596 

$ 261,936 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 10- FUND BALANCES 

Fund balances are with reservations/designations composed of the following elements: 

Building Nonmajor 
General Fund Governmental Total 

Reserved 
Revolving cash s 15,000 $ s 2,385 $ 17,385 
Stores inventory 211,042 103,260 314,302 
Prepaid expenditures 220,401 220,401 
Restricted programs 1,367,139 1,367,139 

Total Reserved 1,813,582 105,645 1,919,227 
Umeserved 

Designated 
Economic uncertainties 2,526,353 2,526,353 
Other designation 747,852 7,984,645 5861846 9,319,343 

Total Designated 3,274,205 7,984,645 586,846 11,845,696 
Undesignated 1,424,398 4,185,786 7,091,551 12,701,735 

Total Unreserved 41698,603 12,170,431 7,678,397 24,547,431 
Total s 6,512,185 s 12,170,431 s 7,784,042 s 26,466,658 

NOTEll-POSTEMPLOYMENTBENEFITS 

The District provides postemployment health care benefits, in accordance with District employment contracts, to 
all employees who retire from the District on or after attaining age SS with at least 15 years of service. Currently, 
134 employees meet those eligibility requirements. The District provides medical and dental benefits up to a 
maximum of $621 and S 125 per month respectively. Expenditures for postemployment benefits are recognized 
on a pay-as-you-go basis, as premiums are paid, During the year, expenditures of $703,312 were recognized for 
retirees' health care benefits. 

The approximate accumulated future liability for the District at June 30, 2003, amounts to $3,204,304. This 
amount was calculated based upon the number of retirees receiving benefits multiplied by the yearly district 
payment per employee in effect at June 30, 2003, multiplied by the-number of years of payments remaining. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 12 - RISK MANAGEMENT 

Property 11Dd Liability 

The District is exposed to various risks ofloss related to torts; theft o~ damage to, and destruction of assets; 
errors and omissions; injuries to employees and natural disasters. During fiscal year ending June 30, 2003, 
the District contracted with South Bay Area Schools Insurance Authority and Westchester Life Insurance 
Company for property and liability insurance coverage. Settled claims have not exceeded this commercial 
coverage in any of the past three years. There has not been a significant reduction in covernge from the prior 
year. 

Workers' Compensation 

For fiscal year 2003, the District participated. in the Santa Clara County Schools Instil'llllCe Group (the Group), 
an insurance purchasing pool. The purpose of the Group is to achieve the benefit of a reduced premium for 
the District by virtue of its grouping·and representation with other group participants. The workers' 
compensation experience of the participating districts is calculated as one experience and a conunon premium 
rate is applied to ~l districts iri the Group. Each participant pays its workers ' compensation premium based 
on its individual rate. A participant will then either receive money from or be required to contribute to the 
"equity-pooling fund." This "equity pooling" ammgement insures that each participant shares equally in the 
overall performance of the Group. Participation in the Group is limited to districts that can meet the selection 
criteria. The firm of Keehan & Associates provides administrative, cost control, and actuarial services to the 
Group. 

The following is a summary of the insurance policies carried by the District as of June 30, 2003. 

Insurance Program I Company Name 

Santa Clara County Schools Insurance Group * 
South Bay Area Schools Insurance Authority• 
Westchester Fire Insusrance Company 
Schools Excess Liability Fund (SELF) 
Hartford Steam Boiler 

T,ee of Coverage 

Workers'Compensation 
Property and Liability 
Property and Liability 

Excess Property and Liability 
Boiler and Machinery 

*See note 15 for condensed financial information for these entities. 

NOTE 13- EMPLOYEE RETIREMENT SYSTEMS 

Limits 

Statutory 
$5000· $341,002 

$100,001· $638,154,462 
$1,000,000- $14,000,000 

S5;ooo- s1,15,ooo 

Qualified employees are covered under multiple.employer contributory retirement plans maintained by agencies 
of the State of California. Certificated employees are members of the State Teachers' Retirement System (STRS) 
and classified empioyees are members of the Public Employees' Retirement System (PERS). 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Plan Description 

The District contributes to the California State Teachers' Retirement System (STRS); a cost-sharing multiple· 
employer public employee retirement system defined benefit pension plan administered ·by STRS. The plan 
provides retirement and disability benefits and survivor benefits to beneficiaries. Benefit provisions are 
established by State statutes, as legislatively amended, within the State Teachers' Retirement Law. STRS 
issues a separate comprehensive lllUllial financial report that includes financial statements and required 
supplemcntacy infonnation. Copies of the STRS annual financial report may be obtained ftom STRS, 
7667 Folsom Blvd., Sa=ento, CA 95826. 

Funding Policy 

Active plan members arc required to contribute 8.0 percent of their salary and the District is required to 
contribute an actuarially detennined rate. The actuarial methods and assumptions used for detennining the 
rate are those adopted by STRS Teachers' Retirement Board. The required employer contnoution rate for 
fiscal year2002-2003 was 8.25 percent of annual payroll. The contnl>ution requirements of the plan members 
are established by State statute. The District's contdbutions to STRS for the fiscal years ending 
June 30, 2003, 2002, and 2001, were $2,932,930, $2,784,584, and $2,754,564, respectively, and equal 100 
percent of the required contributions for each year. 

PEBS 

Plan Description 

The District contributes to the School Employer Pool under the California Public Employees' Retirement 
System (CalPERS); a cost-sharing multiple-employer public employee retirement system defined benefit 
pension plan administered by Ca!PERS. The plan provides retirement and disability benefits, annual cost-of
living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions arc established 
by State statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS issues a 
separate comprehensive annual financial report that includes financial statements and required supplementacy 
infonnation. Copies of the CalPERS' annual financial report may be obtained ftom the·CalPERS Executive 
Office, 400 P Street, Sacramento, CA 95814. 

Funding Polley 

Active plan members are required to contribute 7.0 percent of their salary and the District is required to 
contribute an actuarially detennined rate. The actuarial methods and assumptions used for determining the 
rate are those adopted by the Ca!PERS Board·of Administration. The required employer contribution rate for 
fiscal year 2002-2003 was 2:894 percent of annual payroll ( decreasing to 2.771 percent of pay under a special 
funding situation effective with the February 2003 payroll period due to the State's direct reimbursement to 
CalPERS of the cost for certain legislated benefit increases in the plan). The contribution requirements of the 
plan members are established by State statute. The District's contributions to Ca!PERS for the fiscal year 
ending June 30, 2003 were $29 l ,463. There were no required District contributions for the ·fiscal years 
ending June 30, 2002 and 2001. 
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Other Information 

Under STRS law, certain early retirement incentives require the employer to pay the present value of the 
additional benefit, which may be paid on either a current or deferred basis. The District has no obligations to 
STRS. 

Tax Deferred Annuity/Social Security 

As established by Federal law, all public sector employees who are not members of their employer's existing 
retirement system (STRS or PERS) must be covered by social security or an alternative plan. The District has 
elected to use the TDA as its alternative plan. Contributions made by the District and an employee vest 
immediately. 

On Behalf Payments 

The State of California makes contributions to STRS and PERS on behalf of the District. These payments 
consist of State General Fund contnl>utions 'to STRS in the amount ofSl,628,246 (4A75 percent of salaries 
subject to STRS) and $9,413 (.092 percent of salaries subject to PERS). Under accounting principles 
generally accepted in the United States of America, these amounts are to be reported as revenues and 
expenditures, however, guidance received ftom the California Department of Education advises local 
educational agencies not to record these amounts in the Annual Financial and Budget Report. These amounts 
also have not been recorded in these financial statements. 

NOTE 14- COMMITMENTS AND CONTINGENCIES 

Grants 

The District received financial assistance ftom Federal and Stat.e agencies in the fonn of grants. The 
disbursement of fimds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are s.ubject to audit by the grantor agencies. Any disallowed 
claims resulting ftom such audits could become a liability of the general fimd or other applicable fimds. 
However, in the opinion of management, any such disallowed claims will not have a material adverse effect 
on the overall financial position of the District at June 30, 2003. 
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MILPITAS UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
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Construction Commitments 

As of June 30, 2003, the District had the following commitments with respect to the unfinished capital 
projects: 

CAPITAL PROJECT 
Milpitas High School Athletic Field Improvement 

Remaining 
Construction 
Conunitment 
S 2,830,881 

Expected 
Date of 

Completion 
03/01/04 

Multiuse Conversions Centers at Rose and Spangler and Weller 
School 822,750 

117,680 
11/15/03 
11/15/03 Roofing at Rose School 

S 3,771,311 

NOTE 15 - PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWER 
AUTHORITIES 

The foI!owing data is condensed audited financial information for the Public Entity Risk Pools and Joint Power 
Authorities to which the District belonl!S: 

Assets 
Liabilities 

Fund Equity 
Revenues 
Expenses 

Net Increase (Decrease) in Fund Equity 

Payments for the Current Year 

*Latest information available. 

SBASIA SCCSIG Metro ED EVT 

June 30, 2002* June 30, 2002 *June 30, 2002*Junc 30, 2001 
$ 4,810,272 $22,002,395 $14,449,969 $ 604,858 

(1,751,671) (9,351,369) (7,197,081) (335,834) 
S 3,058,601 S 12,651,026 $ 7,252,888 S 269,024 

1,326,357 20,818,065 24,211,685 3,182,730 
(1,218,075) (22,865,293) (24,992,868) (3,182,730) 

S 108,282 $ (2,047,228) S (781,183) S 

S 182,387 S 1,070,227 $ 590,176 S 601,009 

NOTE 16-TAX AND REVENUE ANTICIPATION NOTES 

The District issued $3,500,000 Tax and Revenue Anticipation Notes dated July 2, 2002. The notes mature on 
July 1, 2003 at 3.00% interest. 
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NOTE17-SUBSEQUENTEVENT 

The District issued $3,500,000 ofTax and Revenue Anticipations Notes dated July I, 2003. The notes mature on 
June 30, 2004 at 1.50 % interest. The notes were sold to supplement cash flow. 

NOTE IS-DEFERRED STATE APPORTIONTIONMENTS 

As part of the plan to address the budget crisis facing the State of California, Senate Bill (SB)Xl 18 (the Bill) was 
signed into Jaw during the year ended June 30, 2003. The provisions of the Bill significantly altered funding for 
California local educational agencies (LEAs). The Bill, among other things, shifted the appropriation for the and 
the payment of the June 2003 principal apportionment for the general and adult funds into the 2003-04 fiscal year. 
The Bill allowed LEAs to recognize for budgetary and fmancial reporting purposes any amount of state 
appropriations deferred from the cummt fiscal year and appropriated from the subsequent fiscal year for payment 
of current -year costs as a receivable in the current year. In addition, Assembly Bill 2781 deferred the 2002-03 
appropriations for the Home to School Transportation, School Improvement, Targeted Instructional Improvement, 
and Supplemental Grant programs into the2003-04 fiscal year. Exclusion of the apportiomnents would have 
resulted in a decrease in receivables, revenue and available reserves in the general fund of $426,604. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

Petaluma Joint Union High School District (the "High School District"), the forerunner of which was 
originally formed in 1857, provides educational services to the residents of the City and the surrounding area 
of Sonoma County, and a small portion of Marin County, approximately 40 miles north of San Francisco. 
The High School District encompasses an area of approximately 275 square miles. The District's total 
estimated population is approximately 62,000. 

The High School District has two middle schools (grades 7 - 8), two high schools (grades 9 - 12), one 
continuation high school, two Necessary Small Continuation High Schools (30 student programs, one at each 
high school), one Community Day School (16 students grades 7-8) and one adult school. These schools 
comprise a total of approximately 411, 794 square feet of building area. 

The High School District is governed by a Board of Education consisting of five members. Members 
are elected to four-year terms in staggered years. The day-to-day operations are managed by a board
appointed Superintendent. Dr. Greta Viguie has served in this capacity since November 18, 2002. The same 
Board of Education and administration also manage the Petaluma City (Elementary) School District (the 
"Elementary District"; together, the High School District and the Elementary District are the "Districts" 
herein). 

The 2003/04 pupil-teacher ratios are expected to be as follows: 

Source: The Districts. 

Combined Operations 

PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
Pupil - Teacher Ratios 

7-8 
9-12 

26 to 1 
28 to 1 

Under the provisions enacted by Assembly Bill 1475 in 1982, Article 1.5 of Chapter 2 of Part 21 of 
Division 3 of Title 2 of the California Education Code provides that separate school districts with a common 
board of education, common administration and employees represented by common bargaining units may 
conduct operations and financial reporting on a combined basis as if they were one district. The High School 
District and the Elementary District are one of six such paired school districts currently conducting operations 
and financial reporting on a combined basis in the State. The Districts' financial reporting to the State and 
their annual audited financial report are both combined. See "PETALUMA CITY (ELEMENTARY) 
SCHOOL DISTRICT-PETALUMA JOINT UNION SCHOOL DISTRICT-Excerpts from Audited 
Financial Statements, June 30, 2003." 

The Districts' internal accounting procedure is to record separately, by district, any revenue 
designated as to district by the source of that revenue and direct expenses internally identified as to location, 
and to record as common any revenue and expenses not so designated or identified. Cash is commingled in 
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common bank accounts and investments. At year end, fund balances are subject to transfer between the 
Districts; a fund balance in either of the Districts may be used to balance the corresponding fund in the other 
by action of the Districts' Board of Education. While operating on a combined financial and management 
basis, the Districts nevertheless remain legally separate governmental entities and issue their own, separate 
securities. 

Average Daily Attendance 

The following table reflects the High School District's historical second period A.D.A. for the last 
four years and a projection for 2004/05. 

PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year Average Daily Attendance(•l 

2000/0l(b) 
2001/02(b) 
2002103(b) 
2003/04(c) 
2004/0s<cJ 

<•l Includes grades 7 through 12. 
(bl Audited Financial Statements. 
(c) Estimated. 

Labor Relations 

5,019 
5,062 
5,218 
5,321 
5,438 

The High School District employs 296. 75 full-time equivalent certificated and 177.02 full-time 
equivalent classified employees. There are two formal bargaining organizations that are active in the Districts. 

PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
Formal Bargaining Organizations 

Organization 

California School Employees Association 
Petaluma Federation of Teachers 

(al Tentative agreement. 

Source: The District. 

Investment of District Funds 

Number of Employees 

321 
336 

Contract Expiration Date 

June 30, 2004C•l 
June 30, 2006 

Substantially all of the Districts' operating funds are held by the Sonoma County Treasurer and 
invested pursuant to the County's investment policies. The County's cash management and investment 
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program is generally coordinated on a "pooled" basis. See "APPENDIX G - SONOMA COUNTY -
COUNTY INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The 2004/05 data in the comparative financial tables and cash flows that follow are based on 
preliminary budget estimates provided by the Districts. In accordance with provisions of the State Education 
Code, the District must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the 
District's adopted budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in AD.A. The District is not a basic aid district. The District has assumed A.D.A. 
growth as reflected in the table above, and 1.84% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 

Fiscal Year 

2000/01 (a) 
20011ozC•> 
2002103Cb) 
2003/04(c) 
2004/05(c) 

C•J Audited Financial Statements. 
Cbl Unaudited Financial Statement. 

PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income Percent of General Fund Revenues 

$26,329,551 
27,897,128 
30,044,266 
30,355,990 
30,535,783 

73.71% 
75.66 
76.50 
78.18 
79.54 

(c) Estimated - Second Interim Report adopted on March 9, 2004. 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of"step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The High School District expects no increase in certificated or classified employees for the 2004/05 
fiscal year. The High School District expects no negotiated salary increases for certificated employees and 
classified employees for the 2004/05 fiscal year. Overall salaries and benefits are projected to increase by 
1.59% in the 2004/05 fiscal year. 
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PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
Salaries and Benefits 

Fiscal Year Salaries and Benefits Percent of General Fund Expenditures 

2000/0l(a) 
20011oi<•) 
2002103(b) 
2003/04(c) 
2004/05(c) 

Audited Financial Statements. 
Unaudited Financial Statement. 

$28,526,229 
29,506,412 
31,425,650 
32,107,925 
32,618,617 

a) 

(b) 

(c) Estimated- Second Interim Report adopted on March 9, 2004. 

Comparative Financial Statements 

78.75% 
81.06 
81.40 
80.65 
83.42 

The following table summarizes actual and estimated revenues, expenditures and fund balances for 
fiscal year 2001/02 through 2004/05 for the High School District only, and does not include the Elementary 
District. The format shown is that used by the Districts for internal accounting, budgeting and periodic 
reporting to the County Office and the State, and by the Districts' auditors in preparing audited financial 
statements for the Districts for years prior to the year ended June 30, 2003. Audited financial statements 
commencing with the year ended June 30, 2003 are prepared under GASB 34, and with respect to line items, 
generally are not comparable to prior years audited financial statements or the Districts' internal accounting, 
budgeting or reports to the County Office and the State. For the Districts' independent auditor's letter, 
management's discussion and analysis and audited basic financial statements for the year ended June 30, 
2003, all prepared on a combined basis for the Districts according to GASB 34, see "PETALUMA CITY 
(ELEMENTARY) SCHOOL DISTRICT - PETALUMA JOINT UNION SCHOOL DISTRICT -
Excerpts from Audited Financial Statements, June 30, 2003" herein. 
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REVENUE: 
Revenue Limit Sources: 

PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Unaudited 
Actuals Actuals 

2001/0ia) 2002;03(b) 

Estimated 
Actuals 

2003/04(c) 

State Aid $15,727,520 $15,637,093 $15,581,160 
Property Truces 12,169,608 14,407,173 14,744,830 

Federal Revenue 1,044,824 1,239,575 1,683,285 
Other State Revenue 4,201,797 4,006,462 3,388,618 
Other Local Revenue 3,730,315 3,983,243 3,399,702 
TOT AL REVENUE 36,874,064 39,273,547 38,827,595 

EXPENDITURES 
Certificated Salaries 17,568,081 18,584,124 18,529,112 
Classified Salaries 6,010,254 6,382,318 6,508,948 
Employee Benefits 5,928,077 6,459,208 7,069,865 
Books and Supplies 1,633,621 1,644,038 2,091,395 
Services and Other Operating Expenditures 4,165,942 4,224,408 4,912,338 
Capital Outlay 630,028 78,812 237,005 
Other 463,031 1,231,510 462,232 
TOT AL EXPENDITURES 36,399,034 38,604,418 39,810,894 

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES 475,010 669,129 (983,299) 

FUND BALANCE, JULY I 2,365,712 2,840,722 3,508,887 

PRIOR YEAR ADJUSTMENT 0 (964) 0 

FUND BALANCE, JUNE 30 $2,840,722 $3,508,887 $2,525,588 

Cal Audited Financial Statements. 
(bJ Unaudited Financial Statement. 
(cJ Estimated - Second Interim Report adopted on March 9, 2004. 

District Debt 

Projected 
Budget 

2004/05(c) 

$15,844,611 
14,691,172 

1,306,505 
3,175,874 
3,373,542 

38,391,704 

18,833,483 
6,362,073 
7,423,062 
1,166,823 
4,710,769 

177,017 
427,570 

39,100,795 

(709,091) 

2,525,588 

0 

$1,816,497 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

The District does not have any short-term obligations. 

Long-Term Obligations. For a description of the District's long-term debt, see "PET ALUMA CITY 
(ELEMENTARY)SCHOOLDISTRICT-PETALUMAJOINTUNIONHIGHSCHOOLDISTRICT 
- Excerpts from Audited Financial Statements, June 30, 2003." 
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Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.18 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July 1, 2004 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 

Other District Funds 

$ 1,623,039 

44,147,739 

(39,391,787) 

$ 6,378,991 

$ 5,386,464 

1.18: 1 

Under the combined operating rules of the Districts, balances in like funds of the Districts may be 
balanced between Districts by Board action (see "Combined Operations" herein). The Districts maintain a 
substantial balance in the following funds. Such funds are generally restricted in purpose, but may be 
accessed on a temporary basis by Board action. For a more detailed description of the transfer of restricted 
fund monies, see "THE NOTES - Other District Funds" herein. 

Combined Funds: 
Deferred Maintenance 
Cafeteria 
Adult Education 
Capital Facilities 
Special Reserve 

Elementary District General Fund 

Total Other Funds 

PETALUMA JOINT UNION HIGH SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, June 30, 2004, 
Balance Estimated Balance 

$ 644,151 $ 71,560 
58,725 70,462 

102,820 80,000 
2,085,742 2,088,028 

93,146 71,177 
l 970,710 1,467,006 

$4 255 224 $3 848 233 
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June 30, 2005, 
Estimated Balance 

$ 250,000 
75,000 

100,000 
1,000,000 

50,000 
967 801 

$2442 80J 



Cash Flows 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
March 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected cash 
receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected cash 
flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Petaluma Joint Union High School District 
Gfax and Revenue Anticipation Notes 

EXHIBIT I 
ID\.CTUAL CASH FLOW 
(Actuals through March 2004, Projected April through June 2004) 
GENERAL FUND 

Julr August Seetember October November December Januarr Februa!J'. March Aeril Mar June Total 
Beginning Cash ~ JI JI 1il • • jfi JI ;ti " ,Ill • ~ 

Receipts 

Revenue Limit 2,865,881 1,912,425 1,674,870 2,762,062 3,089,283 10,203,776 2,112,906 2,129,850 2,731,177 8,216,411 2,550,395 2,527,101 p 
Note Proceeds 0 0 0 0 0 0 0 0 0 0 0 0 0 
Total Receipts ~ • • ,Ill ~ p 'l1J ;,! ,,._ • ;'9 lJ p 

Disbursements 

Disbursements 1,593,573 2,170,576 3,551,584 3,937,717 3,259,730 5,717,481 3,620,993 3,309,940 3,748,981 4,464,231 3,954,924 4,210,976 iJJ 
Note Payment Pledge 0 0 0 0 0 0 0 0 0 0 0 0 0 

Total Disbursements 1JJ ;ii JI ~ JD ~ ;l9 ~ JI - ;Jl ,. iJJ 

Net Increase/Decrease IJJ (JJ <• (,JJJ (9J • (,1J <• (111 JI (P (A, (J ' 
Ending Cash JI ;ii 1il • • jfi JI PJ " • • " " 
EXHIBIT II 
IIPROJECTED CASHFLOW 
GENERAL FUND 

July Au~ust Seetember October November December January February March AEril May June Total 
Beginning Cash " • l!ll ;ii :,l ,. II • ;Jl "' ;Ill JI " 
Receipts 

Revenue Limit: Property Tax 224,947 26,206 52,367 34,932 610,991 7,725,678 131,916 34,932 260,726 5,361,245 65,737 1,064,333 • Revenue Limit State Aid 1,755,661 1,820,833 1,301,305 1,274,967 1,274,967 1,274,967 1,274,967 1,927,013 974,042 1,241,815 1,182,178 21,072 ~ 
Other Receipts 659,937 286,332 365,080 500,905 314,295 505,438 677,486 490,544 1,284,445 835,812 1,058,005 951,857 JI 
Note Proceeds 5,299,806 0 0 0 0 0 0 0 0 0 0 0 :511 
Total Receipts JI ;,i • • JB ,, 

" • ;JI ;,I • JB ,, 
Disbursements 

Salaries and Benefits 688,764 1,471,475 2,914,859 3,180,256 2,769,253 3,250,650 3,191,724 2,729,614 3,188,723 3,148,220 2,946,312 3,134,422 ~ 
Other Disbursements 258,017 532,436 442,142 631,096 361,897 383,735 352,801 470,515 392,567 1,120,309 896,326 935,674 fi5 
Note Payment Pledge 0 0 0 0 0 0 2,092,000 0 0 2,092,000 1,202,464 0 ;ti 
Total Disbursements • • JI JI JI ;JI ~ JI ;Jl llll " 1111 • 

Net Increase/Decrease jJB • <• GlJ (gl ~ (;ti (II Gii • (~ (~ (tJ 

Ending Cash • l!ll ;JI ;Jl iJJ II • ;Jl 411 ;Ill JI II II 
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STEPHEN RQATCHACCOUNTANCYCORPORATIOt:J 
Certified Publiq Accountants 

Board of Education 
Petaluma City Schools 
200 Douglas Street 
Petaluma, CA 94952 

INDEPENDENT AUDITOR'S REPORT 

We have audited the accompanying financial statements of the governmental activities and each 
major fund of Petaluma City Schools, as of and for the fiscal year ended June 30, 2003, which 
collectively comprise the District's basic financial statements, as listed in the table of contents. 
These financial statements are the responsibility of the Petaluma City. Schools' management Our 
responsibility is to express an opinion on these financial statements based on our audit. 

Except as noted in the following paragraphs, we conducted our audit in accordance with auditing 
standards generally accepted in the United states of America and the standards applicable to 
fin1;1ncia! audits contained in Government Auditing standards, issued by the Comptroller General 
of the United States of America. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audit provides a reasonable basis for our 
opinion. · 

In accordance. with Education Code Section 33128.1, management has chosen to recognize for 
General Fund and Adult Education Fund budgetary and financial reporting purposes, state 
apportionments deferred from fiscal year 2002-03 and appropriated during fiscal year 2003-04, as 
fiscal year 2002-03 revenue that is available for payment of fiscal year 2002-03 expenditures. 
Contrary to this practice, accounting principles generally accepted In the United States of America 
prohibit similar revenues from being recognized for budgetary or financial reporting pl,\rposes until 
the funds have been appropriated by the state legislature. The effect of this departure on the 
financial position and changes in financial position of the General Fund and Adult Education Fund 
ls not reasonably determined. 

Lack of certain internal control procedures and supporting records limits us to expressing an 
independent auditor's opinion on recorded transactions of the Student Body Funds (see Note 15). 

In our opinion, except for the effects of recognizing state apportionments deferred from fiscal year 
2002-03 and appropriated during fiscal year 2003-04, as fiscal year 2002-03 General Fund and 
Adult Education Fund revenues that are available for payment of fiscal year 2002-03 expenditures, 
the financial statements referred to above present fairly, in aff material respects, the financial 
position of the General Fund and Adult Education Fund of Petaluma City Schools, as of 
June 30, 2003, and the changes in financial position of the General Fund and Adult Education 
Fund for the fiscal year then ended In conformity with accounting principles generally accepted in 
the United States of America. In addition, in our opinion, except for the effects of such 
adjustments, if any, as might have been determined to be necessary had we been able to examine 
sufficient evidence regarding the Student Body revenues, the financial statements referred to 
above present fairly, in all material respects, the financial position of the governmental activities, 
Bond Interest and Redemption Fund, Building Fund, and remaining fund information for Petaluma 
City Schools, as of June 30, 2003, and the changes in financial position including cash flows of 
those activities and funds for the fiscal year then ended in conformity with accounting principles 
generally accepted in the United States of America. 

1 
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Board of Education 
Petaluma City Schools 
Page Two 

The Management's Discussion and Analysis on pages 3 through 13 and the budgetary 
comparison information on page 51 is not a required part of the basic financial statements, but is 
supplementary information required by the Governmental Accounting Standards Board. We have 
applied certain limited procedures, consisting principally of inquiries of management regarding the 
methods of measurement and presentation of the required supplementary information. However, 
we did not audit the information anc;I express no opinion on it · 

As described in Note 1C, Petaluma City Schools has implemented a new financial reporting 
model, as required by the provisions of Governmental Accounting Standards Board Statement 
No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for State and 
Local Governments, as of June 30, 2003. 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 22, 2003, on our consideration of Petah.,ma City Schools' internal control over financial 
reporting and our tests of the District's compliance with certain provisions of laws, regulations, 
contracts and grants. That report is an integral part of an audit performed in accordance with 
Government Auditing standards and snould be read in conjunction with this report in considering 
the results of our audit. 

Our audit was conducted for the purpose of forming an opinion on the ~nancial statements that 
collectively comprise Petaluma City Schools' basic:: financial statements. The accompanying 
supplementary information, inc::luding the combining statements and individual fund schedules, the 
schedule of expenditures of federal awarcjs, which is presented as required by the U.S. Office of 
Management and Budget Circular A-133, Audits of States. Local Governments, and Non-Profit 
Organizations, and the remaining schedules listed in the table of contents, are presented for 
purposes of additional analysis and are not a required part of the basic financial statements of 
Petaluma City Schools. Such information has been subjected to the auditing procedures applied in 
the audit of the basic financial statements and, in our opinion, is fairly stated, in all material 
respects, in relation to the basic financial statements taken as a whole. 

December 22, 2003 

~~Mid.A~·~ 
STEPHEN ROATCH ACCOUNTANCY CORPORATION 
Certified Public Accountants 
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PETAWMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND-ANALYSIS {UNAUDITED) 

FOR THE FISCAL YEAR END.ED JUNE 30, 2003 

This section of Petaluma City Schools' annual financial report presents our discussion and 
analysis of the District's. financial performance during the fiscal year that ended on June 30, 2003. 
Please read it in conjunction with the Independent Auditor's Report presented on pages 1 and 2, 
and the District's.financial statements, which immediatelyfollowthls section. 

USING THIS ANNUAL REPORT 

This annual repo1t consists of a series of financial statements. The Statement of Net Assets and 
Statement of Activities, presented on pages 14 through 15, provide infon:nation about the activities 
of the District as a whole and present a longer-term view of the District's finances. The fund 
financial statements for governmental activities, presented on pages 16 through 25, provide 
information about how District services were financed in the short-term, and how much remains 
for future spending. Fund financial statements also report the District's operations In more detail 
than the government-wide statements by providing information about the District's most significant 
funds. The remaining statements provide financial Information about activities for which the 
District acts solely as a trustee or agent for the benefit of those outside the District. · 

FINANCIAL HIGHLIGHTS 

> The District's financial status remains positive. Over the course of the year, total net 
assets increased by 11.2%. 

> Total current year revenues exceeded total current year expenses by $2,513,720. 

> Capital assets, net of depreciation, increased by $5,386,576, and were primarily financed 
by school facilities apportionments and bond proceeds. 

» LQng-term debt increased by $3,761,614, due primarily to the issuance of general 
obligation bonds In the amo4nt of $3,500,000 In August 2002. 

> Average daily attendance (ADA), excluding adult ADA, in the District increased by 94 ADA 
(1.3%) from 7,396 ADA In fiscal year 2001-02 to 7,490 ADA in fiscal year 2002-03. 

;>, This is the first year that capital asset balances have been included in the financial 
statements of the District as mandated by the Governmental Accounting Standards Board. 

> The District maintains S.ufficient reserves for a district Its size. It meets the state required 
minimum reserve for economic uncertainty of 3% of general fund expenditures, transfers 
out, and other uses (total outgo). During fiscal year 2002-03, General Fund expenditures 
and other financing uses totaled $54,250,703, exclusive of ~te on-behalf payments 
made by the State of Ca!ifornia. At June 30, 2003, the District had available reserves of 
$3,073, 142 in the General Fund, which ~presents a reserve of 5.7%. 
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. PETAWMA crrv SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 . 

THE FINANCIAL REPORT 

The full annual financial report consists of three separate parts, Including the basic financial 
statements, supplementary Information, and Management's Discussion and Analysis. The three. 
sections together Pl'Qvide a comprehensive overview of the District. Tl'Je basic financial 
statements are comprised of two kinds of statements that present financial Information from 
different perspectives, district-Wide and fund$. 

> District-wide financial statements. which comprise the first two statements, provide both 
short-term and Jong-term information about the District'.s overall financial position. 

> lndMdual parts of the District, which are reported as fund financial statements C<lmprise 
the remaining statements. 

+:• Basic services funding is described In the governmental funds statements. These 
statements include short-term financing and identify the balance remaining. for 
future spending.. · 

•> Short and long-term financial information about the activities of the District that 
operate like businesses are provided in the proprietary fund statements. 

•:• Financial relationships, for which the District a~ as an agent or trustee for the 
benefit of others to whom the resources belong, are presented in the fiduciary 
funds statements. 

Notes. to the financials, which are included {n the financial statements, provide moi:e detailed data 
and explain some of the information in the statements. The required supplementary information 
provides further explanations and provides additional support for th.e financial statements. A 
comparison of the District's budget for the year is. Included. 

Reporting the District as a Whole 

The District as a whole Is reported in the District-wide statements and uses accounting met.hods 
simDar to those used by companies In the private sector. All of the District's assets and liabilities 
are included in the statement of Net Assets. The Statement of ActiVities reports all of the current 
year's revenues and expenses regardless Qf when cash is received or p~id. 

Th!:! District's financial health or position (net assets) can be measured by the difference between 
the District's assets and fial:lllities'. 

> Increases or decreases In the net assets of the District over time are indicators of whether 
its financial position Is Improving or deteriorating, respectiVely. · 

> Additional non-financial factors such as the condition of school buildings and other 
facifrties, and changes in the pr.operty tax base of the District need to be considered in 
assessing the overall health of the District. 

In the Statement of Net Assets and the. Statement of Activities, we divide the District. into two kinds 
of activities:. · 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNS 30, 2003 

THE FINANCIAL REPORT {CONCLUDED) 

Reporting the District as a Whole (Concluded) 

Governmental Activities: 

The basic services provided by the District, such as regular and special education, adult 
education, ad111inistration, and transportation are included here, and are primarily financed by 
property taxes and state formula aid. Non-basic seivices, such as child nutrition are also included 
here, but are financed by a combination of state and federal contract and grants, and local 
revenues. 

Business-type Activities: 

The District does not provide any seivices that should be included in this category. 

Reporting the District's Most_ Significant Funds: 

The District's fund-based financial statements provide detailed information abo.ut the District's 
most significant funds. Some funds are required to be established by State law and bond 
covenants. However, the District establishes many other funds as needed to control and 
manage money for specific purposes. 

Governmental Funds 

The major governmental funds of Petaluma City Schools are the General Fund, Bond Interest and 
Redemption Fund and the Building Fund. Governmental fund reporting focuses. on how money 
flows into and out of the funds and the balances that remain. at the end of the year. A modified 
accrual basis of accounting 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 operations and services. Governmental fund information helps to determine the level of 
financial resources available In the near future to finance the District's programs. 

Proprietary Funds 

Services for which the District charges a fee are generally reported in proprietary funds. on a full 
accrual basis. These include both Enterprise funds and Internal Seivice funds. Enterprise funds 
are considered business-type activities and are also reported under a full accrual method. This is 
the same basis as business-type activities; therefore no reconciling entries are required. Internal 
service funds are reported with the Governmental Funds. The District has one fund of this type, 
the Self-Insurance Fund. 

Fiduciary Funds 

The District Is the trustee, or fiduciary, for its student activity funds. All of the District's fiduciary 
activities are reported In separate Fiduciary Statements.. We exclude these activities from the 
District's other financial statements because the District cannot use these assets to finance their 
operations. The District is responsible for ensuring that the assets reported in these funds are 
used for their intended purposes. 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS Of THE SCHOOL DISTRICT AS A WHOLE 

GOVERNMENTAL ACTIVITIES 

The District's net assets increased from $22,527,770 at June 30,. 2002 to $25,041,490 at 
June 30, 2003, or 11.2%. 

Comparative Statement of Net Assets 

Assets: 
Cash 
Receivables 
Stores Inventory 
Prepaid Expenditures 
Capital Assets, net 

T~tal Assets 

Llab/1/ties: 
Other Liabilities 
Long-term Debt Outstandjng 

Total L!abilitles 

Net Assets: 
Invested In Capital Assets 

- Net of Related Debt 
Restricted 
Unrestricted 

Governmental 
Activities 

2003 

$ 24,058,443 $ 
4,967,954 

79,050 
1,518,048 

71,167,724 
101,791,219 

4,17.8,883 
72,570,846 
76,749,729 

11,349,987 
9,907,010 
3,784,493 

2002 

Total NetAssets $ 25,041,490 =-$==== ... 

Teble lncludllS financial data of the combined governmental end proprletBry funds 

.... This Is the first yesr lhr, Dlsllict has been requintd to presanl flnanclal statemonls In accordance 
with GASS Statement 34. Accortl/ngly, comparal/v9 linancial /nfonnatlon w,7/ not be pre:iented 
in the Dlslricfs annual au.dit mporl uni/I fiscal year 2003--04. 

The District invested $8,598,745 in capital assets in 2002-03 increasing total capital assets, net 
of depreciation, by $5,386,576 over 2001-02. The most significant investment was the 
modernization projects completed at McDowell Elementary and Casa Grande High School. 
These projects were financed by a combination of school facilities apportionments received in 
the County School Facilities Fund and local general obligation bon.d funds. 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED) 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

District net assets increased $2,513, 720 during fiscal year 2002-03. 

Comparative Statement of Revenues, Expenses, 
B!!!!i!li!l lte!!] and Chgnge In Net Assets 

Governmental Activities 
2003 

Program Revenues: 
Charges for Services $ 1,808,499 $ 
Operating Grants and Contributions 10,942,934 
Capital Grants and Contributions 2,267,226 

General Revenues: 
Taxes Levied 28,118,140 
Federal arid State AJd 20,153,647 
Interest and Investment Eamings 985,794 
Transfers Fro.m Other Agencies 665,937 
Miscellaneous 2,092,583 

Total Revenues 67,034,760 

Program Expenses: 
Instruction 37,668,656 
Instruction-Related Services 5,924,661 
Pupil Services 7,003,061 
General Administration. 2,292,037 
Plant Services 6,048,594 
Ancillary Services 233,711 
Community Services 440,258 
Enterprise Activities 57,379 
Interest on Long-Term Debt 3,472,439 
Other Outgo 1,352,744 

Total Expenses 64,493,540 

Excess Revenues Before Special Item 2,541,220 

Special Item ,27,500} * 

Change in N~ Assets $ 2,513,720 $ 

Table includes flnenc/a/ dalB of the CQmblned govemments/ and plt>Pf(e/Bry ftJnds 

*·The special ftsm relates ta the loss !he District fnculll!d an Iha sale of land • 

2002 

... 7hw fs the flrat year the DlstJict has beet) required to p111sent finsnc/a/ slBtements In accordance 
with GASS Statament 34. Acconiingly, compemtive financ/sl /nformst/011 w,11 not be presented In 
the DIS/liefs. annust sudlt ropo# unOI flsaaJ year 2()()3-04. 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED) 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

The table below presents the cost of major District activities. The table also shows each 
activity's net cost (to.ta! cost less fees generated by the activities and intergovernmental aid 
provided for specific programs). The $49,474,881 net cost represents the financial burden that 
was placed on the District's general revenues for providing the services listed below. 

CgmparatJva §9hpdyle :91 Costs of Serv•ce, 

Tcfal Cost of Services PQl'Cllltsga Net Cost cf Seniicsa 
2003 2002 ~ 2003 2002 

lnWUC!ion 87,668,8$8 s $ (27.ll8S,927) s 
- Relltod Sffik:es 5,924,681 (5,224,594) 
PupR 59Nlcas . . 7,003,061 (3,182,124) 
General AdmlnlllntUon 2,2i2,037 (2,158,!19) 
P1Mt5orvices 6,048,694 (5,704,e&I) 
AnclllaJy Servl!:eo 233,711 (233,711) 
Cocmlllnily- +ID,ffi (4C0.2$8) 
Enterpril&Actlviliea !;1,(119 (57,879) 
lnlarestonLang..TennDebt 8,472,~:Jll (3A72,439) 
OlhorOutgo 1352744 !1,153!i!l 

Totals SHll3540 s - $ 14''748812 s 
__ ._.____ ............... 

- Tllislalllfl6iol)INrl/lftCl<bictha-req"'"'1lo,,_6 __ /n_..rhGASSStllemw:U. ~.-

llni~itlfonMlion._,,,IIOIIJO--lnlhofbtticfs•---untJllfsca/)'Hl"2003-<U. .. 

Program revenues financed 23% of the total cost of providing the services listed above, while the 
remaining 77% was flnancec! by the general revenues of the District. · 

Oerteml Revenues 
77% 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED) 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

Summary of Rev,nues For Governmental Functions 

Program Revenues: 
Charges for Services $ 
Operating Grants & Contributlons 
Capital Grants & Contributions 

General Revenues: 
Tsxes Levied 
Federal and State Aid 
Interest and Investment Earnings 
Transfers From Other Agencies 
MlsceDaneous 

Tota! Revenues s 

FYE2003 
Amount 

1,808,499 
10,942,934 
2,267,226 

28,118,140 
20,153,647 

985,794 
665,937 

2,092.583 

87,034,780 

Percent of 
~ 

2.70% 
16.32% 
3.38% 

41.95% 
30.06% 

1.47% 
0.99% 
~ 
~ 

Increase 
(Decrease) fl'Qm 

FYE2002 

$ 

$ 

Percent 
Increase 

(Decrease) 

:,llls /s lh~ first yearlhe Qis/Jict hos bell ,aqUIIQd to p,eoont 6nanclal ststemanlo In 11Cal111snce with GASS Slatemont34. 
Aa:onling¥, comparative finQncJ,J il!(om,1tion w/11 not ba PteSl!I!lld In the DlalJict's annual audit l'llpo,t lllllil fiscal yoer2003-(}4. 

Transfe!s From 

1.0% I .Other Agencles\ceHaneous 3.1% 
Charges for 

Interest & /~ Services 2.7%. 
Investment , 

Eamlngs 1.5% / Operating Grants & 
· Contributions 

16.3% 

Federal & Slllta Aki 
30.1% 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED) 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

Schedule of Expenses For Governmental Functions 

Increase Percent 
FYE2003 Percent of (Decrease) from Increase 
Amount ......!£!!!!.._ FYE 2002 (Decrease) 

~ 
Instruction $ 37,668,656 68.41% $ 
Instruction Rela,ted Se1Vlces 5,924,661 9.19% 
Pupil Se1VlceS 7,003,061 10.86% 
General Adminlstrs1lon 2,292,()37 3.55% 
Plant Se!vices 6,048,594 9.38% 
Ancillary Services 233,711 Q.36% 
Community Services 440,258 0.68% 
Enterprise Activities 57,379 0.09% 
Interest on Long-Tenn Debt 3,472,439 5.38% 
Other Outgo 1.352.744 ~ 

Total Expenses $ 64,493,540 ~ s 

.... This la the first year/he Dfstrfct ~ been.,equJtad la pmssnt fillliJlC/s/ slJl1elnBnts In BCCOll1Bn<» wi!h GASB Sletemsnt 34. 
ACCllllllnw, compamuv,, flnanctal lnfamlatlon will net blJ l}l'IISBnted In the 0/stJiol's annual llU<lil m,,c,,t until ff seal year 2003-04 

Other Outgo 
2.1% 

lnsbuctlon 
68.4% -, 

lnterest on Long, 
Term Debt 

6.4% ,,/ 

lnstrudlonal Related 
Services 

9.2% 

Pupll Services. 
10.9%. 

General 
Administration 

3.6% 

_,/ 

Enterprise ActlvlUe.s _,/ 'I '\..'\... Pla_nt Services 
0.1 % Community Services \_ g 4% 

o. 7% · Anclllary Services • 
0.4% 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE !CONCLUDED) 

GOVERNMENTAL ACTMTIES (CONCLUDED) 

Comparative Schedule of Capital Assets 

Land 
Sites and Improvements 
Buildings and Improvements 
Furniture and Equipment 
Work in Progress 
Subtotals 

Less: Accuf'!)ulated Depreciation 

Capital _Assets, net 

Governmental 
ActlVllies 

2003 2002 

$ 4,375,201 
4,590,!i,40 

82,101,679 
4,173,513 
3,579,386 

98!820,319 
(27,652,595) 

$ 71,167,724 

$ 4,575,201 
4,590,540 

59,762,055 
3,927,527 

17,570,988 

90,426,311 
(24,645,163} 

$ 65,781,148 

Capital assets, net of depreciation, Increased by $5,386,576, and were primarily financed by 
school facilities apportionments and bond proceeds. . 

In August 2002, the District Issued general obligation bonds in the amount of $3,500,000. These 
bond funds, enhanced by state funds, will continue to increase the value of capital assets over 
the coming years. 

Comparative Schedule of Outstanding Debt 

Govemmentar 
Activities 

2003 2002 

Compen~ecl Absences $ 480,128 $ 411,184 
General Obligation Bonds 68,5IT,988 64,884,350 
Capital Leases 2,119,889 2,327,426 
Retiree Benefits 11392,841 1,186,272 

Totals $ 72,570,846 $ 68,809,232 

The General Obligation Bonds are financed by the local taxpayers and represent 95% of the 
District's long-term debt. During fiscal year 2002-03, the District issued $3,500,000 of general 
obligation bonds. The remaining portion of long-term debt is to be paid by the Dlstrtct and 
includes retiree benefits, capital leases, and the value of vacation earned, but not taken as of 
June 30, 2003. The notes to the financial statements are an integral part of the financial 
presentation and contain more detailed information as to interest, princlp;;il, retirement amounts, 
and future debt retirement dates. 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALVSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL_ ANALYSIS OF DISTRICT'S FUNDS 

Comparative Schedule of Fund Balances 

Fund Balances Fund Balances. 
June 30, 2003 June 30, 2002 

General· $ 5,479,597 $ 4,421,196 $ 
Deferred Maintenance 644,151 566,552 
Cafeteria 58,725 49,151 
Adult Education 102,820 57.417 
Bond Interest & Redemption 5,953,120 5,875,017 
Capital Facilities 2,085,742 1,760,214 
Building 10,437,099 9,277,012 
State Si:ho1JJ Bui!dii:ig 0 180,645 
Capital Projects - Speclal Reserve 93,146 312;118 
County School F~ilities 877,986 3.958,614 
Self-Insurance 5,141 417 

Totals $ 25,737,527 $ 26,518,353 $ 

Increase 
(C>ecrease) 

1,058,401 
77,599 
9,574 

45,4Q3 
78,103 

325,528 
1,160,087 
(180,645) 
(278,972) 

(3,080,628) 
4,724 

!780,826} 

The increase In the General Fund balance is due to budget reductions and cost CQntainment in 
order to meet mum-year projection requirements or possible mid-year cuts. 

The increase in fund balance in the Building Fund Is a result of unspent bond proceeds. The 
decrease in fund balance in the County School Facilities Fund is a rE!sult of spending school 
facilities apportionments received during t~e prior fiscal year. 

General Fund Budgetary Hiqhffghts 

The District's budget is prepared in accordance with California law and is based on the modified 
accrual basis of accol(nting. Over the course of the year, the District revises its budget based 
on updated financial infonnation. The original budget, approved at the end of June for July 1, is 
based on May Revise figures and updated 45 days after the State approves its final budget In 
addition, the District revises its budget at First and Second Interim. The Original budget 
presen~ed on page 51 includes only new revenues for 2002-03. 

ECONOMIC FACTORS BEARING ON THE DISTRICT'S FUTIJRE 

> The State's economic situation is a major factor affecting the District's future. The financial 
well being of the Oistrict is tied, In large measure, to the state funding formula which is 
precarious at this time, In 2002-03, the District had made sufficient reductions to meet 
reserve requirements through 2005-06. However, it is not clear whether or not the District 
wilf need to make additional budget reductions for 2004-05 untll·the details of the 2004-05 
State Budget are known. Specifically, the inclusion/exclusion of a statutorily fund COLA 
will be the determining factor. 
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PETALUMA CITY SCHOOLS 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

ECONOMIC FACTORS BEARING ON THE DISTRICT'S FUTURE (CONCLUDED) 

)> student enrollment and average daily attendance (ADA) are primary factors in- the 
computation of most funding fonnulas for public schools in the State of California. ADA for 
the elementary district is expected to continue to dec;Une while the high school district is 
expected to grow through 2005-06. 

> Together, these two factors, enrollment/ADA and the State's economic condition require 
management to plan carefully and prudently to provide the resources to meet student 
needs over the next several years. 

> The District presently has an indexed cap on employee health and welfare benefits. With 
escalating health care costs, the District is continuing to search for solutions to this 
problem. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, parents, investors, and 
creditors with a gene~! oveNiew of the .District's finan~ and to show the District's accountability 
for the money It receives. If you have questions regarding this report or need additional financial 
information, contact the District Offi~. Petaluma City Schools, 200 Douglas Street, Petaluma, 
California 945152. 

13 

~ 
Cash (Note 2) 
Recelvables (N1:1te 4) 
Stores lrwentory (Note 1K) 
Prepaid Expenditures (Note 1 K) 
Capital Assets (Note 6) 

Land 
Sites and Improvements 
Buildings and Improvements 
Furniture and Equipment 
Work-lJ1-Progress 
Less: Accumulated Depreciation 

Total Assets 

Liabilities 

PETALUMA CITY SCHOOLS 
STATEMENT OF NET ASS.ETS 

JUNE 30, 2003 

Aci;ounts Payable.and other Current \_labllltles 
Deferred Revenue (Note 1K) 
Long-Tenn Liabilities: 

Po(floo Dua or Payable Within Ona Year. 
General Qbllgatlon Bonds ~Note 7) 

Current Interest 
Capital Appreciation 

Capital Leases (Note 8) 
Retiree Benefits (Note 10) 

Porllon Due or Payable Afler One Year: 
Compensated Absences (Note 1 K) 
General Obilgatlon Bonds (Note 7) 

Curr:ent Interest 
Capital Appreciation 

Capital Leases (Note 8) 
Retiree Benefits (Note 1 O) 

Total Uabllitles 

Net Assets 
Investment In Cap~I Assets, Net of Related Debt 
Restricted: 
f'or Capital Projects 
For Debt Seivlce 
For Educational Programs 
For Other Purposes 

Unrestricted 

Governmental 
Activities 

$ 24,058,4!13 
4,967,954 

79,050 
1,518,048 

4,375,201 
4,690,540 

82, 101,679 
4,173,513 
3,579,386 

(27,652,595) 

101,791,219 

3,671,185 
507,698 

1,285,000 
1,239,663 

340,886 
269,423 

480, 128 

48,800,000 
17,253,325 

1,719,003 
1,133,418 

76,749,729 

11,349,987 

3,056,874 
5,953,120 

733,200 
163,816 

3,784,493 

Total NetAs$ets $ 25,041,490 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
14 



PETALUMA QITY SCHOOLS 
STATEMENT OF.ACTIVITIES 

FOR. THE FISCAL YEAR ENDED JUNE 30, 2003 

P,:ogram Revenues 

Operating Capital 
Grants Grants 

Charges for and and. 
Functions Expenses Services .Contributions Contributions 

Governmental Activities: 

Instruction $ 37,668,656 $ 189,847 $ 7,404,030 $ 2,207,852 
Instruction-Related Services: 
Supervision of Instruction 851,iao 225,680 
Instructional Library, Media, Technology 723,326 30,743 
Scho.ol Site Administration 4,350,105 2~.464 415,180 

Ptipil SelVices: 
Home-to-School Transportation 1,069,938 97,297 647,003 
Food SetVlces 1,905,798 1,424,666 478,903 
other Puplf Services 4,027,325 18,005 1,1'1'5,063 

General Adm!nlstra.tlon: 
Other General Administration 2,292,037 .3,903 129,315 

Plant Services 6,048,594 18,670 265,866 59,374 
Ancillary Servlc~s 233,711 
Community Servlces 440,258 
Enterprise Actlvnies 57,379 
Interest on Long-Term Debt 3,472,439 
Oilier Outgo 1,352,744 27,647 171,151 

Total Governmental Actlvltl.es $ 64,493,540 $ 1,808,499 $ 10,942,934 $ 2,267,226 

General ~e~fl$: 
Taxes Levied for General Purposes 
Taxes Levied for Debt Service 
Federal and state Aid - Unrestricted 
Interest and Investment Earnings 
Transfers From Other Agencies 
Miscellaneous 

Speclal Item 

Total General Revenues and Special Item 

Change In Net Assets 

NetAssets -July 1, 2002 

Net Assets - June 30, 2003 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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l'-1.et (Expense) 
Revenue and 
Changes In 
Net Assets 

Govemmenta, 
Activities 

$ (27;866,927) 

(625,550) 
(692,583) 

(3,906,461) 

(325,638) 
(2,229) 

(2,834,257) 

(2, 158,819) 
(5, 704,684 J 

(233,711) 
(440,258) 
(57,379) 

(3,472,439) 
(1, 153,946) 

(49,474,881) 

23,625,570 
4,492,570 

20,153,647 
985,794 
665,937 

2,092,583 
(27,500) 

51,988,601 

2,513,720 

22,527,770 

$ 25,041,490 

PETALUMA CITY SCHOOLS 
BALANCE SHEET 

GOVERNMENTAL FUNDS 
JUNE 30, 2003 

General 
Fund 

Assets 
Cash In County Treasury (Note 2) $ 3,726,570 $ 
Cash In Banks 2;000 
Cash In RevoMng Fund 20,000 
Accounts Re_celvable (Note 4) 
Federal Government 469,487 
State Government 2,659,313 
Local Governments 945,808 
Miscellaneous 289,983 

Due from Other Funds (Note5) 593,753 
Stores ln.ventory (Note 1 K) 47,576 
Prepaid Expenditures (Note ·1K) 64,466 

Tatel Assets $ 8,818,954 $ 

Liabilities and Fund Balances 
Liabilities: 
Accounts Payable $ 2;261,527 
Dua to other Funds (Note 5) 382,829 
Deferred Revenue (Note 1K) 695,001 

Total Uabllitles 3,339,357 

Fund Balances: (Note 12) 
Reserved 865,242 $ 
Unreserved: 
Designated 3,163,184 
Undeslgnated 1,451,171 

Total Fund Balances 5,479,597 

Total Uablllties and F!md Balances $ 8,818,954 $ 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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~ond 
l!rterest 

and 
Redemption 

Fund 

5,953,120 

5,953,120 

5,953.120 

5,953, 120 

51953,120 
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PETALUMA CITY SCHOOLS 
RECONCILIATION OF THE GOVERNMENTAL FUNDS. BALANCE SHEET 

TO THE STATEMENT OF NET ASSETS 

JUNE 30, 2003 

Total Fund Balances • Governmental Func!s $ 25,732,386 

Non-Major Total Amounts reported for govemmental acfuiities In the statement of net assets are 
Building Govemment1I Governmental different due to the following: 

Fund Funds Funds 

·1 Cspital assets used in governmental activities are not financial. resources and ""1 

$ 10,392,966 $ 3,951,353 $ 24,024,009 therefore are not reported as assets In govemmenla! funds. The cost of assets Is 

2,000 
$98,820,319, and the accumulated depreclatlon Is $27,652,595. 71,167,724 

300 20,300 Unamortized costs: In govemmental funds, debt Issuance costs are recognized ··1 
as expenditures In the period they are Incurred. In the government-wide 

301,229 . 770,716 statements, debt issuance costs are amortized over the life of the .debt. 
214,481 2,873,794 Unamortized debt Issue costs, reported as prepaid expenditures, at year-end · 1 

17,866 963,672 consist of: 

69,691 359,674 Deferred Charges - Discount $ 140,766 

167,312 28,137 789,202 Deferred Charges· Costs of Issuance 239.411 
1 

31,474 79,050 Deferred Charges • Refundlng 1,073,405 

64,466 
1_,453,582 

.. , 
$ 10,560,278 $ 4,614,531 $ 29,946,883 Um:natured interest on long-term debt 1.n governmental funds, Interest Is not : 

' recognized unbl the period In which it matures and Is paid. In the govemment-
wide statements of al)llvltles, it ts recognized tn the period that it is Incurred. The 
additional liabllily for unmatured interest owed at the end of the period was: (1,010,541) 

$ 1?2,546 269,276 $ 2,653,349 
633 405,944 789,406 

Deferred recognltlon of eamed but unevallable revenues; in govemmental funds, 
revenue Is recognized only to the extent that It ls •avaffable." meaning it will be 

76,741 771,742 collected soon enough after the end of the period to finance ·expenditures of that 

123,179 751,961 4,214,497 
period. ReCl!lvables for revenues that are eamed but unavailable are deferred 

' until the period In which the revenues become available. In the government-wide 
statemen~. revenue is recognized when earned, regardless of availability. The 

31,774 6,850,136 amount c;>f unavailable revenues that we.re d~rred as a liabllily In governmental-
funds, but !Ire recognized In the government-wide statements Is: 264,044 . ..! 

3,163,184 
An Internal service fund is used by District .management to charge the cost of 1' 10,437,099 3,830,796 15,719,066 --i 
vision Insurance to the Individuals funds. The assets and llapHIUes of the lntemal 

- i 10,437,099 31862,570 25,732,386 selVlce fund are !nch,!c;l.ed In governmental aclivities. 5,141-

$ 10,560,278 $ 4,614,531 $ 29,946,683 Long.term UabTilties, lncl~dlng bonds payable, ~ not due and payable In the • I 
wrrent period and therefore are not reported as liab!IIUes In governmental funds. 
Long-term liabilities at year-end consist of: 

.J 

~ 
Compensated Absences $ 480,128 
G_eneral Obligation Bonds • j 

.; . 
Current Interest 50,085,000 . . 
Capital Appreciation 18,492,988 

Capital ~ases 2,119,889. l 
Retiree. Benefits 1,392,841 .• J 

(72,570.846) 

Total Net Assets· Governmental ActlVltles $ 25,041,490 

I 

. l 

TiiE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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Revenues 
Revenue Limit Sources: 
State Apportionment 
Local Taxes 

Total Revenue Umil Sources 

Federal Revenue 

PETALUMA. CITY SCHOOLS 
STATEMENT OF REVENUES, EXPENDITURES, AND 

CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

$ 

General· 
Fund 

17,612,365 
23,625,570 

state Revenue 

41,237,935 

1,732,517 
6,578,644 
1,212,424 
6,575,006 

$ 
State On-Behalf Payments 
Local Revenue 

Total Revenues 

Expenditures 
Instruction 
Supervision of Instruction 
lnstr11ct1onal Library, Media and Technology 
School Administration 
Home-to-school Transportation 
Food Services 
Other Pupll Services 
Other General Administration 
Plant Services 
Facilities Acquisition and Construction 
Ancillary Services 
Community Services 
Enterprise Actlvltles 
Debt Service: 
Principal 
Interest 

other Outgo 

Total Expenditures 

Excess of Revenues over 
(Under) Expenditures 

Other Financing Sources {Usesl 
Operating Transfers In · · 
Operating Transfers Out 
Other Sources 
other Uses 

Total other Financing 
Sources (Uses) 

Net Change In Fund Balances 

Fund Balances -July 1, 2002 

Fund Balances -June 30, 2003 $ 

56,336,526 

35,666,654 
795,302 
589,342 

3,776,958 
908,999 

3,820,464 
2,133,772 
5,0~,948 

213,497 
391,538 
57,379 

201,458 
19,904 

1,352,744 

55,220,979 

1,115,547 

(242,148) 
185,002 

(57,146) 

1,058,401 

4,421,196 

5,479,597 

THE ACCOMPANYING NOTES ARE AN INTEGl'lAL PART OF THESE STATEMENTS 
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$ 

Bond 
Interest 

and 
Redemption 

Fund 

59,195 

4,566,135 

4,625,330 

18,769,413 
3,227,184 

21,996,597 

(17,371,267) 

17,838,020 
(388,650) 

17,449,370 

78,103 

5,875,017 

5,953,120 

j 

.. ..1 

• i 
.J 

. ] 



PETALUMACITYSCHOOLS 
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF. REVENUES, EXPENDllURES, 

ANO CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVlTIES 
F.OR THE FISCAL YEAR ENDED JUNE 30, 2003 

Not Ch1nga In Fund Balancu • Govamnu,ntal Funds (785,550) 

Amo\Jnlll reportad far govemmel\181 aclMllea In the l!lalement of acl!),llleS ate dl!le!ent 
due to the fo!lavMg: 

Non.Major Total Capital oullays to ,xm:t,ase or build capllal assals aro reported In governmental luods 
Building Governmental Governme_ntal as e,cpenditllleS. However, far gavemmentlll ac!Mlllls thalo costa are llhown In Ille 

Fund Funds Funds 1ta!e(nenl ollcx:ated over 1heit eollma1ed useful llvea as annual dep<edation expenes 
In Ulo stalemont of activ!lies. This ls !he "'110ll!t! l,y which capital oullay -ndi!Ures 
OXCll<!<led dspreclatlon during the 11scal YHI. 

$ ·1,241,123 $ 18,853,488 
Dop,eclaUan E>peMe ~ (3,012, 169) 
Capital Outlays 8,598,745 

23,625,570 5.586.576 

1,241,123 42,479,058 Gain or loss a1 dlspollBI of capltal essat:.: In goverrvnontal lilnds, the anlire proceeds 
from lhe disposal ol c:,ipilal assots ere repa<tod as revenue. In the statement of 

667,066 2,399,583 actlvilias. only the redng gain or lo,. Is n,pcc1ed, The dlfferena, between lhe 
2,404,860 9,042,719 proceed!. from the d',spooal of capital 8Sse\ll and Iha rasulling loss ls: (200,000) 

1,212,424 Eamed but unavallallle n,venue Is rel)Olled In govemmantal fund• only to lhe extent 
$ 357,140 2,222,439 12,720,720 that u,ey are 'avallable," meaning they ..ti be colle,:ted soon enough after lhe end of 

357,140 6,535,508 67,854,504 
the perlod to finance e,cperujitures of that r,ericd. In the statement of eotivilies, 
revanuo Is nicognl...S wJ,en eamed, reganjloss of avaUab!IUy. Too amount of earned 
but unavanablo revonuea relating to the =nt period, less ro-ues lhBI became 
avallablo In UUl current peliod ~rolatedla a prior~ Is: :2&4,11'1:4 

1,149,320 37,015,974 
Debt issue and refllndlng costs ""' recognlz:ad as oxpendltures In lhe periOd they are 14,525 609,627 Incurred In govemlTJ'lntal fund&. In 1ho govMllllellt·w!de statem13111S, fssuQ and 

589,342. refunding costs are amortized over the life of u,e debt: 'The ctifferenee between debt 
320,393 4,097,351 Issue and refunding costs rocogn1md in 1ho cunent pa,lod and Issue and relundinlf 

908,999 coslll all\Ol!l%ed for the period are: 

1,876,667 1,876,667 cost of Issuance and Refunding $ 1,483,607 

373 3,820,857 cost of Issuance and Refunding Amal1izad ~022} 

59,625 2, 193,397 1.453,582 

151,284 462,191 5,706,423 
1,722,053 6,664,754 8,386,807 In UUl 11atemcnt o! acllvlllea, oertaln opemUng -~d absern:es 

213,497 (vacations) and retirea benefits SIG measured by the amounls earned during the flscal 

391,536 :r~n=n~::n.:,I"=.~~ 'i~a;.~~.:·::.a":"'~ 
57,379 This year amounts ea~ exceeded amountl used by: (275,513) 

191,061 19,161,952 Debi service: In governmental funds, repeyments of Ieng-term dobt are roportsd as 
expenditures. In lho govemnant-wkle sfalemonts, repayments of long·!oml debt are 

117,084 3,364,172 reported as l*l!Jdlcns of llabilllles. Expen<!IIUll!S for n,paymontof th& pr!nclp,,l po!tion 
1,352,744 of kmQ-tenn debt were: 

1,873,337 10,656,013 89,946,926 General Ol>iQatian Bonds: 
Ctnent lnlenist s 11,285,000 
Capltal~on 7,484,413 

(1,516,197) (4,320,505) (22,092,422) Capital Leases 392,539 
19,161,952 

55,877 1,121,741 1, 177,618 
Proceeds from debt lssuanco are reoognb:ed as otlll!r F!nal1C111!1 Sources In 
govemmenlal finis. In the govenYnem-wide statemenls, ~ frlJm debt are 

(879,593) (55,877) (1,177,618) reported as tncru,ses to Rabllllles. Amounts recognlzed In govemment&I funds as 
3,500,000 172,500 21,695,622 p<oceed$ from cleblweie: (21,523,022) 

(386,850) lntorest en long-lonn debt In Iha statement of IICllvi1les dlf!era from 1he amount 
repartod In the govemrnanlal 1irods becauoe l11lete$1 ls rl!CORKld as an -ndl!Ure In 

2,676,284 1,238,364 21,306,872 
Ule funds when It ls due, and thus ~ires the use of Clffllll finandal l'eSOUllleS, In 
the slatemMI of activitiea, however, lnllnst e>pense Is ~ as the lnlBsQt 

1,160,067 (3,082,141) (785,550) 
a=es, regardleSs ol when It Is dus. Accrued and ao:reted interest on bonds and 
leases increased by: (1,173,073) 

9,277,012 6,944,711 26,517,936 AA inllll!1lll KMCO fund Is usecl by Dlstriot management to Cllal!l• the costs of vision 
IMwanoe to tho Individual funds. "!'ha net revenuo of Iha Internal seivlce fund It 

$ 10,437,099 $ 3,862,570 $ 25,732,386 reported with ~ta! adivittos. 4,724 

Change In NatAssots of Governmental A<:tlvlU... s 2,513,720 

'lHE ACCOMPAN'IING NOra$ ARE AN INIEGRAL PART OF nlESe STATEMENTS 
22 
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Assets 
Cash ln County Treasury (Note 2) 
Receivables (Note 4) 
Due from Other Funds (Note 5). 

Total Assets 

Lfabflft/es 
Accounts Payable 

Total Uabllittes 

Net Assets 
Designaied 

Total Net Assets 

PETAWMA CITY SCHOOLS 
STATEMENT OF NET ASSETS 

PROPRIETARY FUND 
JUNE 30, 2003 

$ 

Governmental 
Activities 

Internal 
Service 
Fund 

12,134 
98 

204 

12,436 

7,295 

7,295 

5,141 

$ 5,141 

THE ACCOMPANYING NOTES ARE AN INTEGRAL P.0.RT OF THESE STATEMENTS 
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PETALUMA CITY SCHOOLS 
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS 

PROPRIETARY FUND 
FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

Operating Revenues 

Governmeotal 
Activities 

Internal 
Service 
Fund 

Self-Insurance Premlwn.s $ 128,636 

Operating E,tpenses 

Payments for Contracted Services 

Opel';!lting Ga.in 

Non-QReratlng ExDenses 

Interest EXpense 

Change In Net Assets. 

Net Assets -July 1, 2002 

Net Assets - June 30, 2003 $ 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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123,786 

4,850 

(126) 

4,724 

417 

S,141 
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PETALUMA CITY SCHOOLS 

STATEMENT OF CASH FLOWS 

PROPRl!:TARY FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

Cash Flows from Operating Activities: 

Cash Received from Premiums 
Cash Paid for Contracted Services 

Net Cash Provided by Operating Activi!les 

Cash Flows From Investing Activities: 

Interest Expense 

Net Cash Used by Investing ,6.ctlvitles 

Net Increase In Cash 

Cash Balance· July 1, 2002 

Cash Balance • June 30, 2003 

Reconciliation of Operating Gain to Net Cash 
Provided. by Operating !'ictivlties: 

Operating Gain 

Adjustments to Reconcile Operating Income to Net Cash 
Provided by Operating ActiVitles: 

lncreese-1.n Accounts ReceiVables 
Decrease In Due From Other Funds 
Increase In Accounts Payable 

Net Adjustments 

Net Cash Provided by Operating Activities 

Governmental 

$ 

$ 

$ 

$ 

Activities 

Internal 
Service 

Fund 

129,001 
(123,382) 

5,619 

(126) 

(126) 

5,493 

6,641 

12,134 

4,850 

(28} 
393 
404 · 

769 

5,619 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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PETALUMA CITY SCHOOLS 

STATEMENT OF NET ASSETS 

FIDUCIARY FUNDS 

JUNE 30, 2003 

Private-Purpose 
Trust Total 

Scholarship Agency Fiduciary. 
Fund Funds Funds 

Assets 
Cash in Ban)(s (Note 2) $ 6,874 $ 333,465 $ 340,339 
Investments (Note 2) 99,781 99, 781 
ReceiVables (Note 4) 309 309 

Total Assets 106,964 333,465 440,429 

Uabllitles 
Due to Student Groups 333,465 333,465 

Net Assets 
Reserved for Scholarships 106,984 106,964 

Total Net Al.sets $ 106,964 $ 0 $ 106,964 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
. . 26 
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Additions 

Interest 

peductions 

Scholarships Awarded 

Change In Net.Assets 

NetA§:';ets 

PETALUMA CITY SCHOOLS 

STATEMENT OF CHANGES .IN NET ASSETS 

FIDUCIARY FUNDS 

FOR TH!: FISCAL YEAR ENDED JUNE 30, 2003 

Net Ass~ -July 1, 2002 

Net Assets - June 30, 2003 

Private-Purpose 
Trust 

Scholarship 
Fund 

$ 1,791 

7,401 

(5,6.W) 

112,574 

$ 106,964 

THE ACCOMPANYING NOTES ARE AN INTEGRAi. PART OF THESE STATEMENTS 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDE!;) JUNE 30, 2003 

NOTE 1 • SIGNIFICANT ACGOl,INTING POLICIES 

A Accounting Policies 

Petaluma City Schools (the "District") accounts for its financial transactions in accordance 
with the policies and procedures of the Department of Ed.ucation's California School 
Accounting Manual. The accounting policies of the District conform to U.S. generally 
accepted accounting. principles as prescribed by the Govemmental Accounting Standards 
Board (GASB) and the American Institute of Certified Public Accountants (AICPA). 

B. Reporting Enf!ty 

These financial statements report the combined financial activities of the "Petaluma City 
Elementary School District" and the "Petaluma Joint Union High School District". The 
districts share a common governing board, administration, and staff. These two entities are 
referred to collectively as Petaluma City Schools, and for purposes of these financial 
statement notes, will be referred to collectively as the District. 

The District has reviewed criteria to determine whether other entitles with activities that 
benefit the District should be included within its financial reporting entity. · The criteria 
include, but are not limited to, whether the entity exercises oversight responsibility (which 
includes financial Interdependency, selection of govemlng authority, designation of 
management, ability to significantly influence operations and accountability for fiscal 
matters), the scope of plftllic service, and a special financing relationship. 

The District has determined that no outside entity meets the above criteria, and therefore, no 
agency has ~en included as a component unit in the District's financial statements. In 
addition, the District is not aware of any entity that wou.ld exercise such oversight 
responsibility that would result in the District being considered a component unit of that 
entity. In determining its reporting entity, the. District considered all governmental units that 
were members of the District since inceptiC>n. The criteria did not require the. inclusion of 
these entities In the District's financial statements principally because the District does not 
exercise oversight responslb!llty over any members .. 

C. lmplementatio~ of New Accounting Pronouncements 

For the year ended June 30, 2003, the District was required to adopt GASB Statement 
No. 34 (GASJ3 34), Basic Financial Statements - antJ Management's Discussion and 
Analysis - for state and Local Governments, GASB Statement No. 37 (GASB 37), Basic 
Financial Statements and Management's Discussion and Analysis for State and Local 
Governments: Omnibus, and GASB Statement No. 38 (GASB 38), Certain Financial 
Statement Note Olsc/osures, and GASB Statement No. 39 (GASB39), Determining Whether 
Certain Organizations are Component Units. GASB 34 significantly changes the way state 
and local gov.emments report their. financial information to the public. As a result of 
GASB 34, state and local governments are required to report financial infOfJ1'ation using both 
fund-based and govemment-Wide financial statement presentations. Fund based 
statements continue to use the modified accrual basis of accounting, but the government· 
wide statement uses full accrual basis for accounting. In addition to the change in the 
financial statement presentation, GASB 34 requires the reporting of capital assets and long
term obl!gations on the government-wide financial statements, and the preparation of a 
Management Discussion and Analysis to clarify the District's financial activities. 
Furthermore, the District's notes to the financial statements inCQrporate modifications as 
required under GASB 38. The effect of Implementing GASB 34 resulted in a conversion of 
fund balance to net assets for a decrease of $3,990,583, for a net asset balance of 
$22,527, 770 at Jw,e 30, 2002 on the government-wide financial statements. 
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PETALUMA CITY SCHOOLS· 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1- SIGNIFICANT ACCOUNTING POLICIES {CONTINUED) 

P. Basis of Presentation 

Government-wide Financial Statements: 

The government-wide financial statements (i.e., the Statement of Net Assets and the 
Statement of Activities) report information on all of the non-fiduciary activ11fes of the District 
and its component units. Internal Service Fund activity is ellmlnated to avoid doubling 
revenues and expenses. 

The government-wide financial statements are prepared using the econom,ic resources 
measurement focus. This Is the same approach used In the preparation of the proprietary 
fund and fiduciary fund financial statements but differs from the manner in which 

. governmental fund financial statements are prepared. Governmental fund financial 
statements, therefore, include a reconciliation with brief explanations to better identify the 
relationship between the gove.rnment-wide statements and the 'statements for the 
governmental funds. 

The government-wide statement of activities presents a comparison between direct 
expenses and program revenues for each function or program of the District's governmental 
activities. Direct expenses are those that are specifically assoqiated with a service, program, 
or department and are therefore clearly identifiable to a particular function. The District does 
not allocate indirect expenses to functions in the statement of activities. Program revenues 
include charges paid by the recipients of goods or services offered by a program, as well as 
grants and contributions that are restricted to meeting the operational or capital requirements 
of a particular program. Revenues which are not classified as program revenues are 
presented as general revenues of the District, with certain exceptions. The comparison of 
direct expenses with program revenues identifies the extent to which each governmental 
function is self-financing or draws from the general revenues of the District. 

Fund Financial Statements: 

Fund financial statements report detailed infonnation about the District. The focus of 
governmental fund financial statements is on major funds rather than reporting funds by 
type. Each major governmental fund is presented in a separate column, and all non-major 
funds are aggregated into one column. The Internal Service Fund is presented on the 
proprietary fund statements. Fiduciary funds are reported by fund type. 

The accounting and financial treatment applied to a fund is determined by its measurement 
focus. All governmental funds are accounted for using a flow of current financial resources 
measurement focus. With this measurement focus, only current assets and current llabllities 
are generally Included on the balance sheet. The Statement of Revenues, Expenditures, 
and Changes in Fund Balances for these funds present increases (i.e., revenues and other 
financing sources) and decreases (i.e., expenditures and other financing uses) in net current 
assets. 

All proprietary fund types are accounted for on a flow of economic resources measurement 
focus. With this measurement focus, ail assets and all liabilities associated with the 
operation of these funds are included on the proprietary fund's Statement of Net Assets. 
The Statement of Revenues, Expenses, and Changes in Net Assets for proprietary funds 
presents increase (i.e., revenues) and decreases (i.e., expenses) in net total assets. The 
statement of cash flows provides information about how the District finances and meets the 
cash flow needs of its proprietary activities. 

2S 

PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 200~ 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES £CONTINUER) 

D. Basis of Presentation {Concluded) 

Fund Financial Statements (Concluded): 

Proprietary funds cllstlnguish operating revenues and expenses from non-operating items. 
Operating revenues and expenses generally result from providing services and producing 
and delivering goods in connection with a proprietary fund's principal ongoing operations. 
The principal operating revenues of the internal service fund are charges to other funds for 
self insurance premiums. Operating expenses for internal service funds include the costs of 
providing vision benefits to District employees. 

Fiduciary fun.ds are reported using the economic resources measurement focus .. 

E. Basjs of Accounting 

Basjs of accounting refers to when revenues and expenditures are recognized in the 
accounts and reported in the financial statements. Government-wide financial statements 
are prepared using the accrual basis of accounting. Governmental funds use the modified 
accrual basis of accounting. Proprietary and fiduciary funds use the accrual basis of 
accounting. 

Revenues - Exchange and Non-exchange Transactions: 

Revenue resulting from exchange transactions, in which each party gives and receives 
essentially equal value, is recorded under the accrual basis when the exchange takes. place. 
On a modified accrual basis, revenue Is recorded in the fiscal year in which the resources 
are measurable and become available. "Available" means the resources wlll be collected 
within the current fiscal year or are expected to be collected soon enough thereafter to be 
used to pay liabilities of the current fiscal year. For the District, •available" means collectible 
within the current period or within 60 days after year-end. 

Non-exchange transactions, in which the Dlstrlct receives value without directly giving equal 
value in return, include property taxes, grants, and entitlements. Under the accrual basis, 
revenue from property taxes is recognized in the fiscal year for which the taxes are levied. 
Revenue from grants and entitlements is recognized in the fiscal year in which all eligibility 
requirements have been satisfied. Eligibility requirements include timing requirements, 
which specify the year when the resources are to be used or the fiscal year when use is first 
permitted; matching requirements, in which the District must provide local resources to be 
used for a specific purpose; and expenditure requirements, in which the resources are 
provided to the District on a reimbursement basis. Under the modified accrual basis, 
revenue from non-exchange transaction must also be available before It can be recognized. 

Deferred Revenue: 

Deferred revenue arises when assets are received before revenue recognition criteria have 
been satisfied. Grants and entitlements received before eligibility requirements are met are 
recorded as deferred revenue. On governmental fund financial statements, receivables 
associated with non-exchange transactions that wilJ not be collected within the availability 
period have also been recorded as deferred revenue. 
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PETALUMA CITY SCHOOLS · 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR END~D JUNE 30, 2003 

NOTE 1- SIGNIFICANT ACCOUNTING POLICIES (CONTINUED} 

E. Basis of Accounting (Concluded) 

Expenses/Expencfitures: 

On an accrual basis of accounting expenses are recognized at the time a liability is incurred. 
On the modified accrual basis of 'accounting, expenditures are generally recognize<! in. the 
accounting period in which the related fund liabifity is Incurred, as under the accrual basis. of 
accounting. However under the modified accrual basis of accounting, debt. service 
expenditures, as well as expenditures related to compensated ab~ences and claims and 
judgments, are recorded only when payment Is due. Allocations of cost,. such as 
depreciation and amortization, are not recognized in the governmental funds. 

When both restricted and unrestricted resources are avallaf:lle for· use, it is Hie District's 
poficy to use restricted resources first, then unrestricted resources as !hey are needed. 

F. Fund Accounting 

The accounts of the District are organized on the basis of funds, each of wiJich is consid~red. 
to be a separate accounting entity. The operations. of ~ach fund a!e ~ccolll'!ted for "':''th a 
separate set of self-balancing accounts that compnse ,ts assets, l1ab1!itles, fund equ~y .or 
retained earnings, revenues, and expenditures or expenses, as appropriate. D1str1ct 
resources are allocated to and accounted for In individual funds based upon the purpose for 
which they are to be spent and the means by which spending _activities are. co,:itrolled. The 
Distrtct's aqcounts are organized into major, non-major, propnetary, and fiduciary funds as 
follows: 

Major Governmental Funds: 

The General Fund is the general operating fund of the District. It is used. to account for all 
transactions except those required or pennltted by law to be accounted for in another fund. 

The Bond Interest and Redemption Fund is used to account for District taxes received and 
expended to pay bond interest and redeem· bond principal. 

The Bui/ding Fund is used to account for the proceeds of funds generated by the sale of 
Election 1991 and Election 1992 General 0.bligation Bonds. Expenditures are made from 
this fund for acquisition of major governmental facilities. 

Non-major Governmental Funds: 

Special Revenue Funds are used to account for the proceeds of spe~ific reve~ue. sources 
that are legally restricted to expenditures for specific purposes. The District maintains three 
non-major special revenue funds: . 

1, Deferred Maintenance Fund is used for the purpose of major repairs or replacement of 
District property. · 

2. Cafeteria Fund Is used to account for revenues received and expenditures made to 
operate the District's cafeteria program. 

3. Adult Education Fund is used to account for resources received and expenditures made 
to operate adult education programs maintained by the District. 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS. 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

F. Fund Accounting (Concluded} 

Non-major Govemmen~I Funds (Concluded): 

Capital Projects Funds are used to account for ttie acquisition and/or construction of all 
major governmental general fixed assets. The District maintains four non-major capital 
projects furids; · 

1. Capital Facilities Fund is used to account for resources received from developer impact 
fees assessed under provisions of the Carlfomia Environmental Quality Act (CEQA). 

2. State School Building Fund is used to account for the bullding of new schools and 
related equipment from state apportionments (Education Code Section tnoa). 

3. Special Reserve Fund is used to account for special building projects as detennined by 
the District. · 

4. County School Facilities Fund is used to account for revenue received frolT! state 
allocations for construction projects and the expenditures made for those projects 
(Education Code Sections 17009.5 and 17070.10-17076.10). 

Proprietary Funds: 

Internal Service Funds are used to account for services rendered on a cost reimbursement 
basis within the District. The District maintains one Internal service fund, the Self-Insurance 
Fund, which is used for payment of vision premiums. As of ~uly 1, 1996, the District is no 
longer self-insured. 

Fiduciary Funds: 

Expendable Trust Funds are used to account for assets held by the District as trustee. The 
District mainta{ns two private-purpOS!il trust funds, the Schwobeda Memorial Trust Fund and 
the At Risk Youth Trust Fune!, collectively the Scholarship Fund, to provide financial 
assistance to students of the District. The Schwobeda Memorial Trust Fund Includes 
$99,781 as a nonexpendable component that Is permanently restricted for generating trust· 
income. 

Agency Funds are used to account for assets of others for which the District acts as an 
agent. The District maintains an agency fund for the seven student body accounts. The 
District maintains student body funds, which are used to account for the raising and 
expending of money to promote the general welfare, and educational experience of the 
student body. 

G. Budgets and Budgetary Accounting 

Annual buclgElfs are adopted on a basis consistent with U.S. generally accepted accounting 
principles for all governmental funds. By state law, the District's governing board must adopt 
a final budget.no later than July 1. A public hearing must be conducted to receive cqmments 
priQr to adoption. The District's governing board satisfied these requirements. 

These budgets are revised by the Dlstri<;t's governing board and District superintendent 
during the year to give conslderatiQn to unanticipated income and expenditures. The original 
and final revised budget is presented for the General Fund as required supplementary 
infonnation on page 51. 
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PETALUMA 'crrv SCHOOLS. 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES <CONTINUED) 

G. Budgets and Budgetary Accounting (Concluded} 

Formal budgetary integration was employed as a management control device during the 
ye~r.for all budge_te~ funds. The District employs budget control by minor object and by 
1nd1v1dual appropnation accounts. Expenditures cannot legally exceed appropriations by 
major object account (See Note 3). · 

H. Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
certain reported amounts and disclosures. ·Accordingly, actual results could differ from those 
estimates. · 

I. Encumbrances 

Encuml:>rance accounting is used in all budgeted funds to reserve portions of applicable 
appropriations for which commitments have been made. Encumbrances are recorded for 
purchase orders, contracts, and other commitments when they are written. Encumbrances 
are liquidated when the commitments are paid. All encumbrances are liquidated at June 30. 

J. Cash and Cash Equivalents 

For purposes of the Statement of Cash Flows for the District's proprietary fund, the District 
considers all highly liquid investment instruments (including restricted assets) purchased 
With a maturity of three months or less to be cash equivalents. 

K. Assets . Liabilities and Equify 

1. Deposits and Investments 

Cash balances held in banks and In revolving funds are insured to $100,000 by the 
Federal Depository Insurance Corporation (FDIC). · 

In accordance with Education Code Section 41001, the District maintains substantially au 
of its cash in the County Treasury. The County pools these funds with those of other 
districts in the county and invests the cash. These pooled funds are carried at cost, 
which approximates market value. Interest earned is deposited quarterly into 
participating funds. Any investment losses are proportionately shared by all funds In the 
pool. . 

The County is authorized to deposit cash and invest excess funds by California 
Government Code Section 53648 et seq. The funds maintained by the County are either 
secured by the FDIC or are collateralized. 

The District did not directly enter into any derivative investments. Information relating to 
the use of derivative investments by the Sonoma County Treasury was not available. 

33 

PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES <CONTINUED} 

K Assets Liabillties and Equity (Continued} 

2. Inventories and Prepaid Expenditures 

Inventory is recorded using the purchase method in that the cost (handling charge for 
state surplus food) is recorded as an expenditure at the time individual inventory Items 
are purchased. Inventory is valued at average cost and consists of expendable supplies 
held for consumption. · 

The District has the option of reporting an expenditure In governmental funds for prepaid 
items either when purchased or during the benefiting period. The District has chosen to 
report the expenditure when Incurred. Prepaid expenditures include the costs 
associated with the bonds issued and refunded in the current year. The costs will be 
amortized over the life of the bond obligations. · 

Reported inventories and prepaid expenditures are equally offset by a net assets 
reserve, which indicates that these amounts are not "available for appropriation and 
expenditure" even thoug.h they are a component of net current assets. 

3. Capital Assets 

There are two thresholds established for capital assets. The first tier includes capital 
assets purchased or acquired (e.g., equipment, vehicles and the like) with an original 
cost of $5,000 or more, and are reported at historical cost or estimated historical cost. 
The second tier Includes capital Improvements or building projects with an original cost 
of $50,000 or more, and are reported at historical cost or estimated historical cost. 
Contributed assets are reported at fair market value as of the date received. Additions, 
Improvements, and other capital outlays that significantly extend the usefuf life of an 
asset are capitalized. The costs of normal maintenance and repairs that do not add to 
the value of the assets or materially extend the asset's lives are not capitalized, but are 
expensed as incurred. Depreciation on capital assets has been computed using the 
straight-line basis overthefollowing estimated useful lives: 

Asset Class Example Estimated 
Useful Life in 

Years 
Land NIA 
Site Improvements Paving, flagpoles, retaining walls, 

sidewalks fencina. outdoor llahtina 20 
School Bulldlncis 50 
Portable classrooms 25 
HVAC systems Heating, ventilation, and air conditioning 

svstems 20 
Roofinn 20 
Interior construction 25 
Camet renlacement 7 
Electrica!/olumbina 30 
Snrinkler/fire svstem Fire succression svstems 25 
Outdoor equipment Playground, radio towers, fuel tanks, pumps 20 

Machinerv & tools Shoo & maintenance eauicment. tools 15 
Kitchen eouioment Annliances 15 
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PETALUMA CITY SCHOOLS . 

NOTES TO THE BASIC_FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE t - SIGNIFICANT ACCOUNTING POLICIES <CONTINUED) 

K. Assets Liabilities and Equity (Continued) 

3. Capital Assets (Concluded) 

Asset Class Example Estimated 
Useful Life in 

Years 
Custodian eauioment Floor scnibbers vacuums other 15 
Science & enoineerina Lab eouiament scientific an=ratus 10 
Furniture & accessories Classroom & other'furniture 20 
Business machines Fax dualicatina & orintina eauloment 10 
Coniers 5 
Communication eoutoment Mobile oortable radios. non-comauterized 10 
Comouter hardware PC's orinters, network hardware 5 
Comnuter soft.ware Instructional, other short-term Sta 10 
Comriuter software Administrative or lonn-tenn 10 to 20 
Audio visual eouicment Protectors cameras (still & dioital) 10 
Athletic equipment Gymnastics, football, weight machines, 10 

wrestilno mats 
Musical lnsbuments Pianos. striruis brass oercussion 10 
Librarv books Collections 

.. 5to7 
Licensed vehicles Buses, other on-road vehicles 8 
Contractors equipment Major off-road vehicles, front-end loaders, 

laroe tractors mobile air comoressor 
10 

Grounds enulnment Mowers, tractors attachments 15 

4. Deferred Revenue 

Cash received for federal and state special projects and programs is recognized as 
revenue to the extent that ql.lalified expenditures have been incurred. Deferre9 revenue 
ls recorded to the extent that cash received on specific projects and programs exceeds 
qualified expenditures • 

5. Compensated Absences 

All vacatio11 pay is accrued when Incurred in the government-wide financial statements. 

Accumulated sick leave benefits are. not recognized as liabilities of the District. The 
District's policy is to record sick leave as an operating expense in the period taken, since 
such benefits do not vest, nor is payment probable; however, unused sick leave is added 
to the creditable service period for calculation of retirement benefits when the employee 
retires. 

6. Long-term Obligations 

In the government-wide financial statements, long-term debt and other long-term 
obligations are reported as liabilities in the Statement of Net Assets. Premiums and 
discounts as well as issuance costs, related to long-term debt is.sued after the 
implementation of GASB Statement No. 34, are deferred and amortized over the life of 
the debt. Long-term debt is reported net of the applicable premium or discount. 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES <CONCLUDED) 

K Assets Liabilities and Equity {Concluded} 

6. Long-te,m Obligations {Concluded) 

In the fund financial statements, governmental funds recognfze premiums and discounts 
as well as bond issuance costs, during the curren~ period. The face amount of the debt 
issued, premiums, or discounts is reported as other financing sources or uses. 

7, Fund Balance Reserves and Designations 

Reservations of the ending fund balance indicate the. portions of fund balance not 
appropriable for eXpenditure or amounbl legally segregated for a specific future use. 
These amt>Unts .ire not available for appropriation and expenditure at the balance sheet 
date. Designations of the ending fund balance indicate tentative plans for financial 
resource utilization in a future period. 

8. Revenue LimitJProperty Tax 

The District's revenue limit is received from a combination of local property taxes, state 
apportionments, and other local sources. 

The County of Sonoma is responsible for assessing, collecting and apportioning property 
taxes. Taxes are levied for each fiscal year on taxable real and personal property in the 
county. The levy is based on the assessed values as of the preceding March 1, which is 
also the lien date. Property taxes on secured roll are due on November 15 and 
March 15, and taxes become delinquent after December 1Q and April 10, respectively. 
Property taxes on the unsecured roll are due on the lien date (March 1), and become 
delinquent if unpaid by August 31. The County Auditor reports the amount of the 
District's allocated property tax revenue to the California Department of Education. 
Property taxes are recorded as local revenue limit sources by the District. 

The California Department of Education reduces the District's entitlement by the. District's 
local property tax revenue. The balance is paid from the State General Fund, and is 
known as the state apportionment. 

The District's ·Base Revenue Limit ls the amount of general purpose tax revenue, per 
average daily attendance (ADA), that the District is entitled to by law. This amount is 
multiplied by the applicable attendaoce period . ADA to derive the District's total 
e11titlement. 

NOTE 2 - CASH AND INVESTMENTS 

Cash in County Treasury 

In accordance with Education Code Section 41001, the District maintains substantially all of 
its cash with the Sonoma County Treasury as part of the common investment pool. These 
pooled funds are carried at cost, which approximates fair value. The difference between 
cost and fair value of the District's share of pooled investments in the Sonoma County 
Treasury was not material throughout fiscal year 2002-03. The County is restricted by 
Government Code Section 53635 pursuant to Section 53601 to invest In time deposits, U.S. 
government securities, state registered warrants, notes or bonds, State Treasurer's 
investment pool, bankers' acceptances, commercial paper, negotiable certificates of deposit, 
and repurchase or reverse. repurchase agreements. 
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PETALUMA CITY SCHOOLS . 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 2 - CASH AND INVESTMENTS ICONCLUDEO} 

Cash In County Treasury <Concluded) 

Investments by the District in pools are considered unclassified .is to credit risk because they 
are not eviclen.ced by securities that exist in physical or b<>ok entry form. 

Cash in Banks and In Revolving Fund 

Cash balances in Banks and in the Revolving Fund .are insured up to $100,000 by the 
Federal Depositoiy Insurance Corporation. 

Cash Balances 

Cash al June 30, 2003, consisted of the following: 
Total 

Govemmental Proprietary Govemmenta! 
Funds Fund ~ 

Pooled Funds: 
Cash in County Treasury $ 24,024,009 $ 12,134 $ 24,036,143 

Deposits: 
Cash in Banks 2,000 2,000 
Cash In RevoMng Fund 20300 20300 

Total Cash s '~~~~12a ~ 1al~ IB 2~~8~3 

Investments 

Investments as of June 30, 2003, are presented .below: 
Ca!egp!V 

_1_ _2_ S · Uncategorized 
Cariying 
8m9.!!!!l 

Fiduciary 
Activities 

$ 340.~39 

i ~~ll~~ 

Fair 
~ 

Certificates of Deposit U.za.1 L.J2 1.-11 ~ § §!I 7§1 § 99 7B1 

Category 1: Insured or reg.istered, or securities held br the Dlstr!ct or Its agent In the District's 
name. 

Category 2: Uninsured and unregistered, with securitles held by· the counterparty's trust 
department or its agent in the District's name. · 

Category 3: Uninsured and unregistered, with securitles held by the counterparty, Its trust 
department or its agen~ but not held in the Dlsbict's name. 

NOTE 3- EXCESS OE EXPENDITURES OVER APPROPRIATIONS 

Excess of expenditures over appropriations in individual funds are as follows: 

Excess 
Funds Expenditures 

Special Revenue Funds: 

Cafeteria Fund: 
Debt Seivlce: Interest and Fiscal Charges $ 48 

Adult Education Fund: 
Certificated Salaries 6,149 
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PETALUM.A CITY SCHOOLS 

.NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUN!; 30, 2003 

NOTE 3 - EXCESS OF EXPENDITURES OVER APPBOPRIATIONS {CONCLUDED} 

Funds 

Debt Seivice Fugd: 

Bond Interest and Redemption Fund: 
Debt Service: Principal Retirement 

Excess 
Expenditures 

$ 85,743 

The District incurred unanticipated expenditures in the above expenditure classifications for 
which the budget was not revised. The Bond Interest and Redemption Fund is under the 
control of the Sonoma County Auditor. 

NOTE 4 - RECEIVABLES 

Receivables at June 30, 2003 consist of the following: 

other Total 
General Gov em mental Proprietary Governmental Fiduciary 

Fund ~ Fund Acilvlties Activities 
Federal Government 

Categorical Programs $ 46i487 $ ao12i!! $ 770 716 

State Government 
State Aid 870,023 102,629 972,652 
Categorical Programs 901,307 111,852 1,013,159 
Lottery 136,155 136,155 
Other Allowances 75182~ 2518~8 

Total state 2,659,313 214,481 2,873,794 

Local Governments 945,806 17,866 963,672 

Interest $ 309 

Miscellaneous 289983 §i§9j m 98 359772 

Totals $ 4~~Q!!S s 60~2§Z $ i§ al ~w:s~ ~ 
NOTE 5- INT!;BE!.!N!;-! ACI!VmES 

A. Due From/Due To Other Funds 

Individual fund lnterfund receivable and payable balances at June 30, 2003 are as follows; 

lnterfund lnterfund 
Funds Receivables Payables 

General $ 593,753 $ 382,829 
Deferred Maintenance 2,253 
Cafeteria 3,106 133,221 
Adult Education 25,031 101.887 
Capital Fac!litles 39,684 
State School Building 119,875 
Building 167,312 633 
County School Facllitles 9,024 
Self-lnsuranpe 2~ 
Totals $ z~~4Q§ s Z§i!~§ 
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PETALUMA CITY SCHOOLS . 

NOTES TO THE EIASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR.ENDED JUNE 30, 2003 

NOTE 5 - INTERFUND ACTIVITIES (CONCLUDED) 

B. lnterfund Tran~ers 

lnterfund transfers consist of operating transfers from funds receiving revenue to funds 
through which the ~ources ai:e to be expended. lnterfund transfers for fiscal year 2002-03 
were as follows: 

Funds 
General 
Deferred Maintenance 
State School Building 
Building 
Capital Projects - $peclal Reserve 
County School Facillties 
Totals 

Transfers In 

$ 298,718 

55,877 
242,148 
580875 

§ 11U618 

Transfers Out 
$ 24:2,148 

55,877 
879,593 

i 1177§18 

Transfer of $298,718 from the Building Fund to the Deferred Majntenance Fvnd to match 
state allocation. 

Transfer of $18,303 from the State School Bullding Fund to the Building Fund for .additional 
funds received after project completion. 

Transfer of $37,574 from the State School Building Fund to the Building Fund to return 
District's match contribution for modernization funds returned to the state. 

Transfer of $242, 148 from the General Fund to the Capital Projects - Special Reserve Fund 
for redevelopment funds to pay for D.istrict Office facility. 

Transfer of $580,875 from the Building Fund to the County School Facilities Fund for 
District's required match contribution for Petaluma Junior High School project. 

NOTE 6- CAPITAL ASSETS AND DEPRECIATION 

Capital asset activity for the year ended June 30, 2003, are sJ:iown below: 

Land 
Sites and Improvements 
Buildings and Improvements 
Furniture and Equipment 
Work In Progress 
Totals at Historical Cost 

Less Accumulated Depreciation for: 
Sites and Improvements 
Buildings and Improvements 
Furniture and Equipment 

Total Accumulated Depreciation 

Governmental Activities 

Balances 
July 1 2002 

$ 4,575,201 
4,590,540 

59,762,055 
3,927,527 

17570988 
90426 311 

2,668,107 
19.467,351 
2509705 

24645163 

Additions Deductions 

$ 200,000 

$ 22,339,624 
250,723 4,737 

3§79366 17 [l0988 .. 

26169,733 17.775,725 

256,449 
2,470,090 

i836~o 4737 
3 012169 4737 

Balances 
June30 2QQ3 

$ 4,375,201 
4,590,540 

82,101,679 
4,173,513 
3579366 

96,820319 

2,926,556 
21,937,441 

i7§B598 
27652595 

Capital Assets, net , ss za1 11s ~ 2a 1s1 §64 s 11 no 9§8 s z11s1 z24 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASJC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOlE. 6 • CAPITAL ASSETS ANO DEPRECIATION <CONCLUDED) 

Depreciatioo Expense was charged to governmental activities as follows: 

Governmental Actilllties: 

Instruction 
Supervision Qt Instruction 
Instructional Library, Media.and Technology 
School Site Administration 
Home to School Transportation 
Food Services 
Other Pupil Services 
Other General Administration 
Plant Services 
AnclOary Services 
Community Services 

Total Depreciation Expense 

NOTE 7 -GENERAL OBLIGATION BONDS 

$ 1,729,129 
38,587 

128,641 
246,589 
157,872 
23,860 

201,191 
87,923 

316,473 
20,142 
61762 

s 3012169 

On August 1, 2002, the elementary school distl'.lct Issued general. ob!lgation bonds in the 
aggregate princlpal amount of $3,500,000. The proceeds from t(:te bonds can be used. to 
.acquire school sites, build or purchase school bulldlngEi, make permanent alterations, 
additions. or improvements to school buildings and grounds. 

On December 4, 2002, the high school district Issued general obligation bonds in the amount 
of $11,943,021, with interest rates from 2.0% to. 5.6%. The proceeds from the sale of the 
bonds were used for the advance refunding and defeasement of Petaluma City Schools' 
Election of 1992, outstanding Series A bonds and the outstanding Series C bonds maturing 
on or after August 1, 2Q05, through August 1, 2020, inclusive, and to pay the costs of 
issuance of the bonds. The 2002 refunding bonds were issued as $10,435,000 of current 
Interest bonds and $1,508,021 of capital appreciation bonds. 

On April 17, 2003, the elementary school district issued general obligation bonds in the 
amount of $5,895,000, with Interest rates frorn 2.75% to 4.30%. The proceeds frorn the sale 
of the bonds were used for the advance refunding .and defeasement of Petaluma City 
Schools' Election of 1991, outstanding Series D bonds maturing on and after August 1, 
2004, the ollt$tandlng Serles F bonds maturing on and after August 1, 2005, an.d to pay the 
costs of issuance of the bonds. The 2003 refunding bonds were issued as $5,895,000 <;>f 
current interest bonds. 
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PETALUMA CITY SCHOOLS. 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE RSCAL YEAR ENDED JUNE 30, 2003 

NOTE 7 • GEN!i!38L O§Ll~ATION BO~DS {CONTlf::j!,.!ED} 

The outstanding General Obligation debt of the District as of June 30, 2003 is as follows: 

A Current lnte[§st Bonds 

Amount of Issued Redeemed 
Description Interest Original Outstanding Current Current outstanding 
and Date ~ Issue July 1 2002 ...Yyr_ J§L June30 2003 

Elementary 
1991 Serles 

19938 5.00-S.OO $ 5,600,000 $ 4,740,000 $ 165,000 $ 4,575,000 
1995 D. 4.80-7.50 2.000.000 1,760,000 1,695,000 . 65,000 
1997E 5.10-7.00 2,000.000 '105,000 50,000 55,000 
1997F 5.15-6.15 4,500,000 4,140,00D 3,875,000 265,000 
1999 G 4.20-7.20 1,500,000 1,440,000 35,000 1,405,000 
2000H 5.00-S.00 2,000,000 1.965,000 35,000 1,930,000 
20021 1.7().5.00 3,500,000 0 $ 3,500,000 3,500,000 

1998 Series 
Refunding 4.00-4.60 7,530,000 7,225,000 255,000 6,1170,000 

2003 Sarles 
Refunding 2.75-4.30 5!m§QQQ 0 5~5QQO li !l!l§OOO 

Total Elementary 34525000 21375000 9395000 6110000 24660000 

High School 
1992Serles 

1993A 5.50-8.50 $ 6,000,000 $ 4,825,000 $ 4,825,000 $ 0 
19990 4.25-7.25 3,900,000 3,615,000 110,000 3,505,000 
1999E 4.50-7.00 2,600,000 2,490,000 60,000 2,430,000 
2000F 5.00-S.OO 9,400,000 9,235,00Q 180,000 9,055,000 

2002Serles 
Refunding .2.00-4.75 104al!QQQ i 10~2,oog j0~5QQQ 

Total High School 32335000 . 20165000 10A35,ooo 517500() 25426000 

Total Current 
Interest Bonds $ §§8§Qpnn s 41 540opo $ 19AAOQQ9 $ 11 ?R.6000 $ §QQ§59Q9 

The annual requirements to amortize the current interest bonds payable, outstanding as of 
June 30, 2003, are as follows: 

Year Ended 
June30 ~ Interest Totals 

2004 $ 1,285,000 $ 2,687,237 $ 3,972,237 
2005 1,395,000 2,'432,558 3,827,558 
2006 1,995,000 2,143,225 4,138,225 

· 2007 2,075,000 2,061,165 4,136,165 
2008 2,160,000 1,973,725 4,133,725 
2009-2013 12,115,000 8,393,249 20,508,249 
2014-2018 13,605,000 5,448,806 19,053,806 
2019-2023 12,390,000 2,076,649 14,466,649 
2024-2028 30§5000 238374 3,303 374 

Totals $ 50 085000 274§4988 $ 'IJ.~~!!8§ 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 7 • GENEAAL OBUGATION BONDS (CONTINUED) 

B. Ca1;1ital Aagrecl§tion Bonds 

Issued& 
Accleted 

Amount of Interest Redeemed 
Description Interest Original Outstanding Current Current Outstanding 
and Date Rate% ~ July 1 2002• Year ~ June3Q 2003 

High School 
1992Serlas 

1997C 4.50-S.20 $ 10,623,276 $ 10,470,671 $ 368,286 $ 7,414,413 s 3,414,644 
1995Serles 
Refunding 4.65-5.80 8.972,019 12,873,679 722,039 70,000 13,625,718 

2002 Seril)S 
Refunding 5.60 1508 021 0 1552726 1 §2726 

Total Capital 
2§-339§1 7484413 § 1849?9Rfl Appreciation Bonds $ 2110331§ $ 233443§9 $ $ 

• The July 1, 2002, o~ing balance ha:;, been adjusted to reflect the accreted Interest on the 1992 Sertes C 
and the 1995 Seri~ capital appl'ffl:tatlon bonds which had not been presented In prior years. 

The outstanding obligation for the 1992 Serles C capital appreclatlon bonds at June 30, 2003, Is as 
follows: 

Amount of 
Maturity Interest Original Issue Accreted Outslandlng 
~ Rate% (Principal) l.!1l!lm§! Jyne30 2003 
2004 5.00 $ 791,028 $ 279,292 $ 1,070,320 
2005 5.10 636,355 229,852 866,207 
2006 0 0 o 
2007 0 0 0 
2008 0 0 0 
2009-2013 0 0 0 
2014-2018 0 0 0 
2019-2023 6.20 1 01§ 9§9 ~1048 1478012 

Totals. ~ ~~3§2 i !1.Z!2l~ $ ~Hl~W 
The annual require!llents to amortize the 1992 Series C capital appreciation bonds at June 30, 2003, 
are as follows: 

Year Ended 
June30 Principal Interest Totals 
2004 $ 791,028 $ 283,972 $ 1,075,000 
2005 636,355 278,645 915,000 
2006 0 0 0 
2007 0 0 0 
2008 0 0 0 
2009-2013 0 0 0 
2014-2018 0 0 0 
2019-2023 1,016,969 3443031 ~460000 

Totals $ 2~~ $ 4!1Q:iW $ !14~!;! WlQ 
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PE)"ALUMA CITY SCHOOLS . 

J,IOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, ?(1(13 

NOTE 7 - GENERAL OBLIGATION BONDS CCONTINUED) 

B. capital Appreciation Bonds {Continued} 

The outstanding obligation f'Or the 1995 Series capital appreciation bonds at June 30, 2Cl03, is as 
follows: 

Amount of 
Maturity Interest Original Issue Accreted Outstanding 

Date Rate% ~ Interest June30 2003 

2004 4.75 $ 118,568 $ 5o,n5 $. 169,343 
2005 4.85 191,359 83,981 275,340 
2006 5.00 257,358 117,081 374,439 
2007 5.10 327,119 152;355 479,475 
2008 5.20 384,419 183,230 567,649 
2009-2013 5.30-5.75 2,650,022 1,362,396 4,012,4W 
2014-2018 5.70-5.80 3,979,553 2,116,661 6,096,214 
2019-2023 5l0 1 012116 §38724 1550 840 

· Totals m 89?0514 s 4§0§204 § 13 525 718 
The annual requirements .to amortize the 1.995 Series capital appreciation bonds at June 30_, 2003,. are· 
as follows: 

Year Ended 
June30 Principal ~ Totals 
2004 $ 118,568 $ 51,432 $ 1-,0,000 
2005 191,359 98,641 290,000 
2006 257,358 157,642 415,000 
2007 327,119 232,881 560,000 
2008 384,419 315,581 700,000 
2009-20.13 2,650,022 3,349,978 6,000,000 
2014-2018 · 3,979,553 8,205,447 12, 185,000 
2019-2023 1 Oji :116 26Q7~§1 3620 QOO 

Totals ffi B92Q§14 s 15019486 $ 2394QPPll 

The outstanding ObligatiO!l for the 2002 Series capital appreciation bonds at June 30, 2003, iS as 
follows: 

Maturity 
~ 
2004 
2005 
2006 
2007 
2008 
2009-2013 
2014-2018 
2019-2023 

Totals 

Interest 
Rate% 

5.60 

Amou.ntof 
Original Issue 
~ 

$ 0 
0 
0 
0 
0 
0 
0 

1 §08021 

ffi 1508 021 
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Accreted Outstandlng 
Interest June30 2003 

$ 0 $ 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

44705 1§52726 

Si_ 44 705 g; 15§2 726 

PETALUMA CITY SCHOOLS. 

NOTES TO THE; BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR.ENDED JUNE 30, 2003 

NOTE 7 - GENERAL OBLIGATION BONDS CCONCLUOEO) 

8. Capital Appreciation Bonds (Concluded} 

The annual requirements to amortize the 2002 Series capital appreciation bonds.at June 30, 2003, are 
as follows: · 

Year Ended 
June30 Principal 
2004 $ 0 
2005 0 
2006 0 
2007 0 
2008 0 
2009-2013 0 
2014-2018 0 
2019-2023 1,5Q8 021 

Totals $ l §!!§ Qg~ 

NOTES-CAPITAL LEASES 

Interest 

$ 0 
0 
0 
0 
0. 
0 
0 

2481979 

$ 2~§1!ml 

Totals 

$ 0 
0 
0 
0 
.0 
0 
0 

3990000 

$ 399() QOO 

The District leases portables, fumlture, equipment, and vehicles under agreements, which 
provide for title to pass upon expiration of the lease periods. Future minimum lease 
pa~ments under these agreements are as follows: 

Year Ended 
June 30 

2004 
2005 
2006 
2007 
2008 
2009-2013 
Total payments 

Less amounts representing Interest 

Present value of net minimum lease payments 

Lease 
Payments 

$ 464,794 
374,222 
298,678 
277,205 
240,951 

1,057,223 

2,713,073 

(593184) 

s 2119 §89 
The Oiwict will receive no suplease rental reve_nue nor pay any contingent rental for the 
leased assets. 

NOTE 9 - OPERATING LEASES 

The District has entered into various operating leases related to capital improvement projects 
with lease tenns in excess of one year. The monthly payments are made from the Capital 
Projects Funds. None of these agreements contain purchase options. All agree_ments 
contain a termination clause providing for cancellation after a spetjfied number of days 
written noti<;e to lessors, but it Is 1,1111ikely that the District ~II cancel any Qf the agreements 
prior to fhe expiration dates. 
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PETALUMA CITY SCHOOL.S. 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 10 - RETIREE BENEFITS 

In addition. to the benefits described in Note 13, the District provides health, dental, vision 
and life insurance benefits for eligible employees. Eligible employees must be at least 55 
years of age and have provided 10 years of service to the District at the time of retirement. 
Benefits are paid by the Dfstrict until the retiree reaches the age of 65. For the ,year ended 
June 30, 2003, 89 employees were eligible to receive retiree benefits. Future estimated 
payments required under the plan are as follows: 

Year Ended 
June30 

2004 
2005 
2006 
2007 
2008 
2009-2013 
2014-2018 
Total 

NOTe 11 - LONG-TERM DEBT 

Retiree 
Benefits 

$ 259,423 
228,393 
205,965 
185,531 
163,544 
338,953 
11.032 

§ 1392841 

A schedute of changes in long-term debt for the year ended June 30, 2003, is shown betow. 

Balances Balances · DueWilhin 
Ju~ 1 2002 Additions Qedy~ons June30 2003 One Vear 

Compensated Absence~ $ 411,184 $ 68,944 $ 480,128 
General O~lgatlan Bands 
Current Interest 41,540.000 19,830,000 $11,285.000 5.0,085.000 $ 1,285.000 
Capital Appreciation • 23,344.350 2,633,051 7,484,413 18,492,988 1,239,663 

Capital Leases • 2,327,426 185,002 392,539 2,119,889 340:sss 
Retiree Benefits 1186 272 ioo§.§9 139284j 259423 

Totals 1 §a §aa 2a~ I ~i s2~ 5§§ i 3g l§3 ggg 1z2m~a ~ a l~iza 
• The July 1, 2002, outstanding balance for the general obllgation bonds has been adjusted to reflect the 

accreted Interest on. the 1992 Series C and 1995 Series capital appreciallan bonds which had not been 
presented In prior years. In addillon, the July 1, 2002, auts1andlng ba!an~ for the capital leases has been 
adjusted for a prior year overstatement. 

NOTE 12 • FUND BALANCES 

A, Reservations of fund batances as of June 30, 2003 are as follows: 

Bond Interest Other 
General &Redemption Governmental 

Fund Fund Funds Totals 

Revolving Fund $ 20,000 $ 300 $ 20,300 
Stores Inventory 47.576 31.474 79;050 
Prepaid Expenditures 64.466 64,466 
Debt Service $ 5,953,120 5.953,120 
Restricted Programs 733,200 733200 

Totals $ §§~~ i ~ !l~~ l~Q I ~1 z~ § § ~~g J~§ 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED. JUNE 30, 2003 

NOTE 12- FUND BALANCES (CONCLUDED) 

A Reserved for Revolving Fund represents the portion of the ending fund balance represented 
.by the revolving fund cash. 

B. 

Reserved for Stores Inventory represents the portion of the ending fund balance representec! 
by stores inventory. · 

Reserved for Prepaid Expenditures represents the. portion of the ending fund balance 
represented by current year payments, which will benefit future periods beyond 
June 30, 2003. 

Reserved for Debt Service includes $5,953,120 In the Bond Interest and Redemption Fund, 
which is reserved for futu~ payment of Interest and redemption of bond principal. 

Reserved for Restricted Programs reflects unspent program revenues that are legally 
restricted for future use. 

Restricted program balances at June 30, 2003 are as follows: 

SIPA.Block Grant 
Cal-safe Supportive Services 
Cal-safe Child Care and Development 
English Language Acqulsltio.n Program 
Classroom Library K-4 
carlfomla Public School Library 
Lottery - Instructional Materials 
School Safety 
Education Technology 
Gifted and Talented 
lnstrucUonal Materials K-8 
Instructional Materials Realignment Program 
lnstrucUonal Materials 9-12 
Standard Based Instructional Materials 
Staff Development Instructional Materials 
Peer Assistance and Review 
Staff Development SB 1882 
Tenth Grade Counseling 
Lead Testing · 

Total 

$ 41,115 
3.662 
2.821 

.24,374 
3,467 

19,563 
100,737 

6,346 
232 

50.709 
92,021 

107,419 
3,838 

97,821 
115,383 
45,796 

3.585 
13,620 

671 
§ 733299 

Designations of ending fund balances as.of June 30, 2003 are as follows: 

MAJOR FUNDS: 

General Fund: 

Economic Uncertainties 
One-1ime Charter Conversion 
APIIGPA . 
Grants and Donations 
Kenilworth Site Use 
Vending 

Total 
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$ 1,621.971 
999,526 
353,839. 
150,066 
17,051 
20731 

s 31§3184 
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PETALUMA CITY SCHOOLS. 

NOTES TO THE BASIC FINANCIAL STATE~ENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2Q.D3 

NOTE 13- EMPLOYEE RETIREMENT SYSTEMS 

Qu~lifiE:d employees. are covered under multiple-employer contributory retirement plans 
maintained by agencies of the State of California. Certificated employees are members of 
the State Teachers' Retirement System (STRS) and classified employees are members of 
the Public Employees' Retirement System (PERS). · 

A. State Teachers' Retirement System CSTRS) 

Plan Description 

The District contributes to the State Teachers' Retirement System (STRSJ a cost-sharing 
mull!pl.e-employer puplic employee retirement. system defined benefit' pension plan 
administered by STRS. The plan provides retirement, disability, and survivor benefits to 
plan members and beneficiaries. Benefit provisions are established by State statutes as 
legislatively amended, wilhln the State Teachers' Retirement Law. STRS issues a sepa~ate 
comprehensive annual financial report that includes financial statements and required 
supplementary information. Copies of the STRS annual financial report may be obtained 
from the STRS, 7667 Folsom Boulevard, Sacramento, California 95826. 

Funding PoOcy 

~e plan members are required to. contribute 8.0% of their salary and the District is 
required to contribute an actuarially determined rate. The actuarial methods and 
assumptions used for determining the rate are those adopted by the STRS Teachers' 
Retirement Boarq. The required employer contribution rate for fiscal year 2002-03 was. 
8.25% of annual payroll. The contribution requirements of the plan members are 
established by State statute. The District's contributions to STRS for the fiscal years ended 
June ~o. 2003, 2002, and 2001, were $2,184,952, $2,062,976, and $2,005,634, 
respectively, and equal 100% of the required contributions for each year. 

8. California Public Employees' Retirement System (Cal~ERS) 

Plan Description 

Thf: District contributes. to the School Employer P_ooi under the California Public Employees' 
Re~rement System (CslPERS}, a cost-shanng multiple-employer public employee 
retirement · ~tem defined benefit pension plan administered by CalPERS. The plan 
provides retirement and disability benefJ!s, annual cost-of-living adjustments, and death 
benefits to pla~ members and ben~fi~aries. B~nefit provisions are estabOshed by State 
statutes, as legislatively amended, within the Pubhc Employees' Retirement Law. CalPERS 
issues a separate comprehensive annual financial report that includes financial statements 
and required supplementary information. Copies of the CalPERS annual financial report 
may be obtalned from the CalPE.RS Executive Office, 400 P Street, Sacrament9, CA 95814. 

Funding Policy 

Active plan members are required to contribute 7.0% of their salary and the District is 
required to contribute an actuarially determined rate. The actuarial methods and 
assu!"'ptto~ used· for determining the rate are those adopted by the QalPERS Board of 
Administration. The required employer contribution rate for fiscal year 2002-03 was 2.83%. 
The contribution requirements of the plan members are established by State statute. The 
District's contributions to CalPERS for the fiscal years ended June 30, 2003, 2002, and 
2001, were $666,595, $0, and $0, respeqtlvely, and equal 100% of the required 
contributions for each year. 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATl:MENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 14-0N-BEHALF PAYMENTS MADE BY THE STATE OF CALIFORNIA 

The District was the recipient of on-behalf payments made by the. State of Cafifomia to the 
State Teachers' Retirement System (STRS) and to the California Public Employees' 
Retirement System (Caf PERS) for K-12 Education. Ttiese payments consist of s.tate 
general fund contributions of $1,203,687 to STRS (4.5475% of salaries subject to STRS) 
and $8,737 to Ca!PERS (0.092% of salaries subject to CalPERS). 

NOTE1S-STUDENTBODYFUNDS 

Student Body Funds often engage in activities, whlc;:h Involve cash transactions. These 
transactions are not subject to adequate internal accounting control.prior to deposits being 
recorded in the bank accounts. It has been determined on a cost benefit basis that 
providing increased internal co_ntrol in this area, for some fundralsers, does not Justify the 
additional costs that wo1,1ld be necessary to control receipts prior to the point of deposit 

NOTE 16-JOINTVENTURES 

The District participates in three joint ventures under joint powers agreements {JPAs); the 
Redwood Empire Schools' Insurance Group (RESIG) and the Schools Excess Liabliity Fund 
(SELF) for common risk management of property & liability and workers' compensation 
coverage; and the School Project for utility Rate Reduction (SPURR) for direct purchase of 
gas, electricity, and other utUity services. SPURR also provides advisory services relative to 
utilities. The relati9nships between the District and the JPAs are such that the JPAs are not 
component units of the District for financial reporting purpos~. 

The JPAs arrange for and/or prQvide coverage for their members. Each JPA is governed by 
a board consisting of a representative from each member district. Each board controls the 
operations of their JPA, Including selection of management and approvc:11 of operating 
budgets independent of any influence by. the member districts beyond their representation 
on the Board. Each member district pays a premium commensurate with the level of 
coverage requested and shares surpluses ar:id deficits proportionately to their participation in 
eachJPA 

The JPAs. are audited on an annual basis. Financial informeition can be obtained by 
contacting each JPNs management · 

NOTE 17 - COMMITMENTS AND CONJINGENCIES 

A. State and Federal Allowances, Awards and Grants 

The District has received state and federal funds for specific purposes thc:1t are subject to 
review and audit by· the grantor agencies. Although such audits could generate expenditure 
disallowances under terms of the grants, it is believed that any required reimburs~ments will 
not be material. 

_B. Litigation 

Th~ District is subject to various legal proceedings and cl!llims. In the opinion of 
management, the. ultimate liability with respect to these actions will not materially affect the 
financial position or results of operations of the District. 
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PETALUMA CITY SCHOOLS. 

NOTES TO THE BASIC FINANCIAL STATEMl=NTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 17 - COMMITMENTS AND CONTINGENCIES CCONCLUDED) 

C. Reimbursements 

During the year ended June 30, 1990, 1he District entered into an infonnal agreement with 
both the Casa Grande High School Booster Club and the Petaluma High Scttool Booster 
Club to reimburse the District for the costs of improving the two high schools' athletic 
facilities. · 

The Casa Grande High School Booster Club and the Petaluma High School Booster Club 
have agreed to reimburse the District a total of $140,722 and $251,095, respectively; the 
cost of improvements made through June 30, 1991, In annual .installments of $15,000 and 
$10,000, respectively. The District renegotiated the agreements during the year ended 
June 30, 1998, allowing the Casa Grande High School Booster Club to defer payments for 
five years. In addition, the District relieved the Petaluma High School Booster Club of 
$92,177 of the obligation. During the year ended June 30, 2003, the District relieved the 
Casa Grande High School Booster Club of the remaining $32,219 outstanding balance, and 
received rio payments from the Petaluma High School Booster Club. The remaining balance 
owed to the District as of June 30, 2003, by the Petaluma Higo School Booster Club is 
$49,272. 

NOTE18-CHABTERSCHOQLS 

In accordance with Education Code Section 47605, the District had approved 2002-03 
Charter School agreements with Live Oak Charter School, Sonoma Charter School, and 
Mary Collins School at Cherry Valley Charter School. The financial activities of the Marry 
Collins School at Cherry Valley Charter School are presented in the District's General Fund, 
and under the tenns of the agreements with the Live Oak and Sonoma Charter Schools, 
each charter school ls responsible for managing, budgeting, and accounting for its activit!es 
in. accordance with U.S. generally accepted governmental accounting principles. Therefore, 
the financial activities of these charter schools are not included in these financial statements; 
however, the financial transactions between these charters and the District are included. 

The District approved an agreement with Live Oak Charter School in 2001 to serve students 
in klndergl)lrten through eighth grade. The Ch.arterwas granted through June 30, 2006. 

The District approved an agreement with Sonoma Charter School in 2001 to serve students 
In kindergarten through eighth grade. The Charter was granted through Jul)e 30, 2006. 

The District approved an agreement with Mary Collins School at Cherry Valley Charter 
School in 2002 to serve students in kindergarten through eighth grade. Renewal of the 
Charter for succeeding years ls subject to approval of the operating agreement by the 
respective boards and detennined on an annual basi1:1. 
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PETALUMA CITY SCHOOLS 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE19-SUBSEQUENTEVENTS 

A. Tax and Revenue Anticipation Notes (TRANS} 

On July 1, 2003, the Dist~ issued tax and revenue anticipation notes (TRANS) for 
$3,435,000. The notes mature on June 30, 2004. Proceeds from the notes can be drawn 
upon during the year if cash shortages arise. 

· 8. General Obligation Refundin9_8onds 

On October 29, 2003, the District Issued general obligation bonds in the amo1.mt of 
$4,560,000, with interest rates from 3.00% to 4.00%. The proceeds from toe sale of th~ 
bonds were used for the advance refunding and defeasement of Petaluma City Schools 
Election of 1991, outstanding Series B.bonds, and to pay the costs of issuance.of the bonds. 
The refunding bonds were issued as $4,560,00_0 of current interest bonds. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

The District, formed in 1920 and unified in 1936, provides educational services to residents of the 
City of Piedmont (the "City") in Alameda County. The District serves a population of approximately 10,952. 

The District operates three elementary schools (K.-5), one middle school (6-8), one high school 
(9-12), one continuation school, and one adult school. 

The District's 2003/04 pupil-teacher ratios are 19: 1 for grades K-3, 26: 1 for grades 4-5, and 26: 1 for 
grades 6-12. 

The District is governed by a Board of Education consisting of five members. Members are elected to 
four-year terms in staggered years. The day-to-day operations are managed by a board-appointed 
Superintendent of Schools. Constance Hubbard has served in this capacity since July 2003. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

(a) 

(b) 

(c) 

PIEDMONT UNIFIED SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/01 (b) 

2001/02 (b) 

2002/03 (b) 

2003/04 (c) 

2004/05 (c) 

Average Daily Attendance<•) 

2,624 
2,611 
2,508 
2,561 

2,561 

Includes grades K-12, special education, continuation education and home and hospital; does not include adult education. 
Audited Financial Statements. 
Estimated- Second Interim Report adopted on March 10, 2004. 
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Labor Relations 

The District employs 228 full-time equivalent certificated and 151 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

Labor Organization 

Association of Piedmont Teachers 
California Schools Employees Association 

Source: The District. 

Investment of District Funds 

PIEDMONT UNIFIED SCHOOL DISTRICT 
Labor Relations 

Number of Employees 
In Organization 

225 
130 

Contract Expiration Date 

June 30, 2006 
June 30, 2007 

Substantially all District operating funds are held by the Alameda County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX A-ALAMEDA COUNTY-COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in AD.A. The District is not a basic aid district. The District has assumed AD.A. 
growth as reflected in the table above, and 1.84% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 
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(a) 

(b) 
(c) 

Fiscal Year 

2000/01 (a) 
2001102<•) 
2002/03 (b) 
2003/04(c) 
2004/05(c) 

Audited Financial Statements. 
Unaudited Financial Statement. 

PIEDMONT UNION SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$12,231,104 
12,593,409 
12,836,325 
12,562,908 
12,912,157 

Second Interim Report adopted on March I 0, 2004. 

Percent of General Fund Revenues 

60.96% 
58.91 
58.58 
57.78 
57.24 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects a reduction of two full-time equivalent certificated and a reduction of one full
time equivalent classified employees for the 2004/05 fiscal year. The District expects a .5% negotiated salary 
increase for certificated employees, and a .5% negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to increase by .91 % in the 2004/05 fiscal year. 

(a) 

(b) 
(c) 

Fiscal Year 

2000/01 (a) 

2001/02 (a) 

2002/03 (a) 

2003/04(b) 
2004/05(b) 

Audited Financial Statements. 
Unaudited Financial Statement. 

PIEDMONT UNIFIED SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits 

$16,381,948 
18,549,084 
19,553,396 
19,872,526 
20,054,045 

Second Interim Report adopted on March 10, 2004. 
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Percent of General Fund Expenditures 

84.43% 
86.11 
89.22 
90.18 
89.69 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

PIEDMONT UNIFIED SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balance 

Unaudited 
Actuals Actuals Actuals 

2000/01 (a) 2001/02 (a) 2002/03 (b) 

Revenues 

Revenue Limit Sources: $12,836,325 

State Aid $ 5,339,073 $ 5,175,188 

Property Taxes 6,892,031 7,418,221 

Federal Revenue 307,026 320,043 374,197 

Other State Revenue 3,131,266 2,354,000 1,974,882 

Other Local Revenue 4,393,205 6,111,721 6,728,828 

Total Revenues 20,062,601 21,379,173 21,914,233 

Expenditures 

Certificated Salaries 11,229,242 12,100,657 12,427,187 

Classified Salaries 2,751,690 3,208,551 3,511,512 

Employee Benefits 2,401,016 3,239,876 3,614,698 

Books and Supplies 860,261 848,816 554,470 

Services, Other Operating Expenses 1,731,468 1,636,743 1,841,761 

Capital Outlay 116,199 181,321 5,793 

Other Outgo 313,198 324,840 (40,447) 

Total Expenditures 19,403,074 21,540,804 21,914,974 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 231,855 4,322 4,225 

Interfund Transfers Out I Other Uses (90,000) (470,000) (90,000) 

Total Other Financing Sources/(Uses) 141,855 (465,678) (85,775) 

Excess of Revenues Over (Under) Expenditures 801,382 (627,309) (86,516) 

Beginning Fund Balance 717,462 1,518,844 891,535 

Prior Year Adjustments 0 0 (36,996) 

Ending Fund Balance $ 1,518,844 $ 891,535 $ 768,023 

(a) Audited Financial Statements. 
(b) Unaudited Financial Statement. 
(c) Second Interim Report adopted on March I 0, 2004. 
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Estimated Projected 
Actuals Budget 

2003/04 (c) 2004/05 (c) 

$12,562,908 $12,912,157 

464,872 464,872 

1,508,820 1,536,580 

7,206,592 7,644,005 

21,743,192 22,557,614 

12,672,015 12,697,880 

3,501,945 3,509,664 

3,698,565 3,846,500 

772,678 826,455 

1,426,609 1,515,090 

4,000 4,000 

(39,800) (39,800) 

22,036,012 22,359,790 

11,965 4,200 

(90,000) (90,000) 

(78,035) (85,800) 

(370,855) 112,025 

768,023 273,606 

(123,563) 0 

$ 273,606 $ 385,630 



Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. The District participated in the Alameda County Office ofEducation's issue 
of tax and revenue anticipation notes (the "ACOE TRAN") dated July 1, 2003, and due June 30, 2004. The 
District received the principal amount of $2,000,000 from the ACOE TRAN. The notes are general 
obligations of the District, secured and payable from general fund revenues received during or allocable to, 
the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "PIEDMONT 
UNIFIED SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.07 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

PIEDMONT UNIFIED SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July 1, 2004 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 
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$ 80,265 

26,200,038 

(22,438,533) 

$ 3,841,770 

$ 3,604,708 

1.07: 1 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer ofrestricted fund monies, see "THE NOTES - Other District Funds" herein. 

PIEDMONT UNIFIED SCHOOL DISTRICT 
Other District Funds 

Fund 
Special Revenue Funds 

Adult Education 
Cafeteria 
Deferred Maintenance 
Special Reserve 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Special Reserve (Capital) 
Tax Override Fund 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

(a) 

(b) 

(c) 

Audited Financial Statements 
Second Interim Report adopted on March 10, 2004. 
The District. 

Cash Flows 

June 30, 2003, 
Balance(a)(b) 

$ 115,303 
249 

415,491 
494,743 

1,025,786 

135,999 
187,498 

7,172 
330,669 

$1,356,455 

June 30, 2004, 
Estimated Balance(b)(c) 

$ 132,293 
2,299 

417,722 
503,293 

1,055,607 

127,799 
181,998 

0 
309,797 

$1,365,404 

June 30, 2005, 
Estimated Balancecc> 

$ 149,053 
3,304 

404,953 
502,093 

1,059,403 

119,399 
177,198 

0 
296,597 

$1,356,000 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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District:Piedmont Unified School District 
lfax and Revenue Anticipation Notes 

EXHIBIT I 
lt\CTUAL CASH FLOW 
(Actuals through Januruy 2004, Projected February through June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash ,. ;fl ;fl 111 ;II (!J II #I, ;fl ,. ,. ;JI ,. 
Receipts 

Revenue Limit: Property Tax 35,743 17,834 30,844 310,223 23,730 236,711 4,276,736 7,460 73,321 2,498,090 147,920 147,926 ;JI 
Revenue Limit: State Aid 309,447 28,646 568,564 780,454 390,227 780,454 759,433 379,715 379,715 If, 
Other Receipts 99,146 435,156 371,265 407,844 593,249 836,113 2,952,697 71,797 388,030 2,919,970 388,030 352,535 91 
Note Proceeds and Interest Earnings 2,011,721 18,196 ill 
Total Receipts ill Ill II ,. ,, JI Ill ll • ~ ' II • 

Disbursements 

Salaries and Benefits 376,819 407,350 1,769,953 1,769,924 1,783,982 450,772 3,145,347 1,787,124 1,787,125 1,787,125 1,787,125 3,019,879 !Ill 
Other Disbursements 315,329 210,813 500,412 295,384 273,457 158,154 81,567 195,314 245,860 245,860 245,859 290,412 ~ 
Note Payment Pledge 800,000 800,000 429,917 ;fl 
Total Disbursements !I II ;ill ;fl ;fl II • • ;JI ;JI ;fl • p 

Net Increase/Decrease ,i (IJ c• CS <• II ;ii (8 OJ ;JJ (JJ c• c, 
Ending Cash ,! ;111 1;I ;II (!J II #I, ill • ,. ;JI II Ill 

EXHIBIT II 
lll'ROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash II • ,. ~ p !II • ,,, • JI ,. • II 

Receipts 

Revenue Limit: Property Tax 36,737 18,330 31,701 318,847 24,390 243,292 4,395,629 7,667 75,359 2,567,537 152,032 152,038 1111 
Revenue Limit: State Aid 293,316 586,632 391,088 391,088 391,088 391,088 391,088 684,404 342,202 342,202 342,202 ,. 
Other Receipts 472,475 145,571 385,726 367,820 622,643 877,041 3,004,587 59,798 353,808 3,039,427 353,808 342,670 Ill 
Note Proceeds and Interest Earnings 3,544,243 60,465 • Total Receipts fl_ !I! II p • - JI • • :II • , l!R 

Disbursements 

Salaries and Benefits 380,503 411,619 1,786,493 1,786,129 1,800,675 456,560 3,174,486 1,804,310 1,804,311 1,804,311 1,804,311 3,040,338 • Other Disbursements 88,251 144,381 274,038 272,072 273,857 167,446 159,260 207,819 205,325 205,325 205,324 181,388 ill 
Note Payment Pledge 1,400,000 1,400,000 804,708 • Total Disbursements • !II ;11 ;fl ;fl Ill ~ ~ ~ • ,. ;fl • 

Net Increase/Decrease • Ill OJ (!ti (8 !ii ~ <• <• "' (JJ (aJ II 

Ending Cash • ,. ;fl p !I • ,,, ll ;11 ,. • ~ • 
Note: Beginning cash includes cash balance from Special Reserve Fund. 
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Vavrlnek, Trlne, Day & Co., LLP 
Certified Public Accounlants & Consultants 

Governing Board 
Piedmont Unified School District 
Piedmont, California 

INDEPENDENT AUDITORS' REPORT 

VALUE THE DIFrlRfNCE 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the District, as of and for the year ended June 30, 2003, which 
collectively comprise the District's basic:. financial statements as listed in the table of contents. These financial 
statements are the responsibility of the District's managemenL Our responsibility is to express opinions on these 
financial statements based on our audiL · 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America, 
the standards applicable to financial audits contained in Gov.emment Auditing Standards, issued by the 
Comptroller General of tl!e United States, and Standards and Procedures for Audits of California K-12 Lccal 
BducaJional Agencies, prescribed by the State Controller. Those standards require that we plan and perfonn the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounis and disclosures in th.: financial 
statements. An, audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our at\dit 
provides a reasonable basis for our opinion. 

In our opinic;m, the financial statements referred to above present fairly, in all material. respects, th~ financial 
position of the governmental activities, each major fund, and the aggregate remaining fund information of the 
Piedmo.nt Unified School District, as.of June 30, 2003, and the respective changes in financial positions, where 
applicable, thereof for the year then euded in conformity with accounting principles generally accepted in the 
United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated December 17, 2003, on 
011r consideration of the District's internal control over financial I"eporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performecl 
in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit. · 

As discussed in Note 1 to the financial statements, the County recognized certain deferred sta~ apportionments as 
revenue in the current fiscal year. 

As discussed in the Notes to the basic financial statements, the accompanying financial statements reflect certain 
changes required as a result of the implementation ofGASB Statement No. 34 for the year ended June 30, 2003. 
This results in a change to the format and content of the basic financial statements. 
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The required supplementary information, such as management's discussion and. analysis on pages 4 through 10 
and budgetary comparison information on pages 40 and 41, are not a required part of the. basic fina11cial 
statements, but is supplementary information required by the Governmental Accounting Standards Board. We 
have applied certain limited procedures, which consisted principally of inquiries of management regarding the 
methods of measurement and presentation of the required supplementary infqnnation. However, we did not audit 
the information and express no opinion on it. 

Our audit was conducted for the purpose of fonning opinions on the financial statements that collectively 
comprise the District's basic financial statements. The other supplementary information listed in the table of 
contents, including the Schedule of Expenditures of Federal awards which is required by U.S. Office of 
Management and Budget Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations, are 
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such. 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. The non-major funds governmental balance sheet and non-major funds statement of revenues 
expenditures and changes in fund balance has not been subjected to the auditing procedures applied in the audit of 
the basic financial statements and, accordingly, we express no o,Pinion on them. 

v;;v,...,i,..,,_/L 'j,...: ... e_ u;1 [. (7o. L,{,J'· 
Pleasanton. California 1 

/ I / · · · 
December 17, 2003 
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IEDMONT UNIFIED SCHOOL DISTRICT 
ADMINlsrRATION BUILDING 
760 MagnollaAvenuc • Plcdlnont, cautomla 94611-4087 • (510) 5~261) 

This section of Piedmont Unified School District's 2003 annual financial report presents our discussion and 
analysis of the District's financial perfonnance during the fiscal year that ended on June 30, 2003. Please read it 
in conjunction with the District's financial statements, which inunediately follow this section. 

This is the first year that Piedmo.nt Unified School District is presenting financial statements in accordance with 
the Governmental Accounting Standards Board (GASB) No. 34. Therefore, certain data is not available for fiscal 
year ended June 30, 2002 for comparative analysis. Comparative analysis will be presented In future years. 

OVERVIEW OF THE FINANCIAL S.TATDJ~NTS 

The Financial Statements 

The financial s.tatements presented herein include all of the activities of the Piedmont Unified School District (the 
I>istrict) .and its component units using the integrated approach as prescribed by GASB Statement Number 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. They present governmental activities and 
business-type activities separately. These statements include all assets of the District as well as all liabilities 
(including .long-term debt). Additionally, certain eliminations have occurred as prescri~ by the statement in 
regards to interfund activity, payables and receivables. 

The Fund Finallcial Statements include statements for each e>f the two categories of activities: governmental and 
fiduciaiy. 

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

The Fiduciary Activities are agency funds, which only report a balance sheet and do not have a measurement 
focus. 

Reconciliations of the Fund Financial Statements to the Government-Wide Financial Statements is provided to 
explain the differences created by the integ..ited approach. 

The Primary unit of the government is the Piedmont Unified School District. 

FINAN.CIAL HIGHUGHTS OF THE PAST l'EAfl 

REPORTING THE DISTRI.CT AS A WHOLE 

·The Statement of Net Asrets and the StLltement ofActivities and Changes in Net Assets 

The Statement of Nel Assets and the Statement of AcJivities and Changes in Net Assets report infonnation about 
the District as a whole and about its activities. These statements include all assets and liabilities of the District 
using the accrua.l basis of accounting, which is similar to the accounting used by· most private-sector companies. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

All of the current year's revenues and expenses are taken into account regardless of when cash is received or paid 
and are reflected in the Statement of Activities and Changes in Net Assets. 

These two statements report the District's net assets and changes in them. Net assets are the difference between 
assets and liabilities, one way to measure the District's financial health, orfinancial position. Over time, 
increases or decreases in the District's net assets are one indicator of whether itsftruzncial health 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 Board's 
responsibility is to provide services to our students and not to generate profit as commercial entities do, one must 
consider other factoi:s when evaluating the overall health of the District The quality of the education and the 
safety of our schoqls will likely be an important component in this evaluation. 

In the Statement of Net Assets and the Statement of Activities and Chan$es in Net Assets, we include the District 
activities as follows: 

Governmental activities - Most of the District's services are reported in this category. This includes the 
education of kim!ergarten through grade twelve students, adult education students, the operation of child 
development activities, and the on-going effort to improve and maintain buildings and sites. Property taxes, ~ta_te 
income taxes, user fees, interest income, federal, state and local grants.11s well as general obligatiqn bonds, 
finance these activities. 

REPORTING THE DISTRICT'S MOST SIGNIFICANT FUNDS 

Fund Financial Statements 

The fund financial statements provide detailed infonnation 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 
establisbes 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 - Most 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 shon-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. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

THE DISTRICT AS TRUSTEE 

Reporting the District's Fiduciary Responsibilities 

The District is the trustee, or.fiduciary, for funds held on behalf of others, like our funds for associated student 
body activities. The District's fiduciary activities are reported in separate Stalements of Fiduciary Net Assets. We 
exclude these activities from the District's other fmancial 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 11sed 
for their intended purposes. 

THE DISTRICT AS A WHOLE 

The District's net assets were $47,274 for the fiscal year ended June 30, 2003. Of this amount, $370,798 was 
unrestricted. Restricted net assets are reported separately to show legal constraints f_rom debt covenants and 
enabling legislation that limit the School Board's ability to use those net assets for day-to-day operations. Our 
analysis below focuses on the net assets (fable 1) and change in net assets (Table 2) of the District's 
_governmental activities. 

Current and other assets 
Capital assets 

Total Assets 
Current liabilities 
Long-term debt 

Total Liabilities 
Net assets 

Invested in capital assets, 
net of related debt 
Restricted 
Unrestricted 

Total Net Assets 

TableA-1 

Governmental 
Activities 

$ 5,096,701 

$ 

29,867,927 
34,964,628 

2,321,853 
32,595,501 
34,917.354 

(3,500, 165) 
3,176,641 

370,798 
47).74 

The $47,274 in unrestricted net as~ets of governmental activities represents the accumulated results of all past 
years' operations. It means that if we had to pay off all ofour bUls today including all of our non-capital 
liabilities (compensated absences as an example), we would have $47,274 le~. · 

6 



l 
1 

PIEDMONT UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Changes in Net Assets 

The r~ults of this year's operations for the District as a whole are reported in the Stat.enzent of Activities on page 
12. Table 2 takes the information from the Statement, rounds off the numbers, and rearranges them slightly so 
you can see our total. revenues for the ye~ 

Revenues 
Program revenues 

Charges for services 
Operating grants and contributions 

General revenues: 
State revenue limit sources 
Property taxes 

Other general revenues 
Tota.I ~ev~nues 

Expenses 
Instruction related 
Student support services 
Administration 
Maintenance and operations 
Other 

To~I Expenses 
Change in Net Assets 

Governmental Activities 

Govemm.ental 
Activities 

$ 31,066 
3,690,664 

5,776,459 
U,981,256 
4,317,142 

25;796,587 

19,604,195 
1,082,607 
1,637,920 
2,253,578 
1,477,380 

26,055,680 
$ .(259,093) 

As reported in the Statement of Activities on page 12, the cost of all of our g~yernmental activities this year was 
$26,055,680, However, the amount that our taxpayers ultimately financed for these a~tivities through local taxes 
was only $11,981,256 because the cost was paiq by those who benefited from the programs ($31,066) Ol' by other 
governments and organizations who subsidized certain programs with grants a)ld contributions ($3,690,664). We 
paid for the remaining "public benefit" portion of our governmental activitjes with $10,352,694 in taxes and State 
funds and with other revenues, like interest and general entitlements. 

In Table 3, we have presente4 the net cost (total cost less revenues generated by the activities) of each of the 
District's five largest functions - instruction, student support services, administration, maintenance and 
operations, and other. 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. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Instruction 
Student support services 
Administration 
Maintenance and operations 
Other 

Totals 

TableA-3 

Total Cost 
of Services 

$ 16,336,760 
926,577 

1,350,868 
2,242,365 
1,477,380 

$ 22,333,950 

The District .originally projected a decrease in net assets .of approximately $94,814. Although revenues were 
$1,984,920 more than expec.ted, expenditures were $1,245,471 more than originally projected. The majority of 
the increase in revenue is. fiom the restricted Federal grants, which.~ expenditure driven; therefore, there is a 
corresponding increase in expenditures. Expenditures also increase over the original budgeted amounts due to 
salary settlements. with the bargaining units. 

THE DISTRICT'S FUNDS 

AB the Dislrict completed this year, our governme11tal funds reported a combined fund h.l)ance of $3,727,200, 
which is a decrease of $93,933 from last year. 

The primary reasons for these decreases are: 
a. Our General Fund is our principal operating fund. The fund balance in the General Fund decreased 

$891,535 to $644,460. This decrease is due to: 
1. Decreased enrollment 
2. ,Decreased State revenue 
3. The decrease in overall fund balance would have .been greater if it was not for approximately 
$750,000 in donation from various support organizations .in the community at large. 

b. Our special revenue funds remained fairly stable from the prior year showing a net increase of$161,198. 
c. The debt service funds showed an increase of$117.471. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

General Fund Budgetary Highlights 

Over the course of the year, the District revises its b.udget as it attempts to deal with unexpected changes in 
revenues and expenditures. The final amendment to the budget was adopted on June 11, 2003. (A schedule 
showing the District's original and final budget amounts compared with amounts actually paid and received is 
provided in our annual report on page 40 and 41). 

> Significant revenue revisions made to the 2002/03 Budget were due to decreased enrollment and mid-year 
cuts to state programs. 

)> Budgeted expenditures decreased by $1,356,495 due to the implementation of a spending freeze at mid
year and maximizing flexibility transfer allowed by state. 

> There were also modifications, based on close monitoring of actual events throughout the year. 

CAP.ITAL ASSET & DEBT ADMINISTRATION 

Capital Assets 

At June 30, 2003, the District bad $29,867,927 in a broad range of capital assets, including land, buildings, and 
furniture and equipment. This amount represents a net decrease (including additions,. deductions and 
-dep~iation) of just under $789,041, or 3 percent, from last year. 

Land 
Buildings an<! improvements 
Equiplllent 

Totals 

TableA-4 

There were no significant additions due to spending freeze. 

Oovernmental 
Activities 

$ 335,023 
29,207,390 

325,514 
$ 29,867,927 

One capital project is planned for the 2003-04 year. We anticipate capital additions to .be $700,000 for the 2003-
04 year. 

Long-Term Debt 

At the end of this year, the District had $33,504,632 In bonds outstandiµg versus $34,038,893 last year, a decyease 
of 1.6 percent. Those bonds consisted of: 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

General obligation bonds 
Capitalized lease obligations 
Other 

Totals 

TableA·S 

Governmental 
Activities 

$ 33,165,497 
202,595 

. 136,540 
$ 33,504,632 

Other obligations include compensated absences p_ayable, postemployment benefits (not including health benefits) 
and other long-term debt. We present more detailed infonpation regarding our long-term liabilities in Note #9 of 
the financial statements. 

SIGNIFICANT ACCOMPUSHMENTS OF FISCAL YEAR 2002-03 ARE NOTED BEWW: 

Maintained educational programs for all students k-12, and settled all collective bargaining issues including 
increased compensation fo~ employees through June 30,. 2005. · 

ECONOMIC FACTORS AND NEXT" YEAR'S BUDGETS AND MTES 

Jn considering the District Budget for the 2003/2004 year, the District Board and management used the following 
criteria: 
The key assumption~ in our revenue forecast are: 

1. Parcel tax reve~ue wm increase 5%. 
2. Revenue limit income will decrease 1.2% based on ADA P-2 at 6/30/03, (based on information provided 

by California School Services). 
3. Interest earnings will remain level, 
4. Federal and State income will remainlevel. 
5. Community donations will increase by approximately $400,000. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This fmancial report is designed to provide our citizens, taxpayers, students, and investors and creditOJ'S 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 infonnation, contact Constance Hubbard, 
Superintendent, at Pi~rnont Unified School District, Piedmont, California or e-mail at chubbard @piedmont 
kl2.ca.us. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Assets 
CWTent Assets 

Deposits and investments 
Receivables 
Prepaid expenses 

Total current assets 
Non Current Assets 

Capital assets 
Less: Accumulated depreciation 
Net capital assets 
Receivables 

Total non-current assets 
Total assets 

Liabililies 
Current Liabilities 

Ac.counts payable 
Interest payable 
Deferred revenue 
Clltient portion of long-term obligations 

Total current liabilities 
Noncw:rent portion of long-term obligations 

Total Jia.billlies 
Net Assets 

m1(ested in capital assets, net of related debt 
Restricted for: 

Debt service 
Capital projects 
Educational programs 
Other activities 

Unrestricted 
Total net assets 

The acco1I1panying notes are an integral part of these financial statements. 
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$ 

$ 

Governmental 
Activities 

3,526,874 
1,041,841 

433,378 
5,002,093 

38,326,457 
(8,458,530) 
29,867,927 

94,608 
29,962,535 
34,964,628 

1,034,020 
375,241 

3,461 
909,131 

2,321,853 
32,595,501 
34,917,354 

(3,500,165) 

1,586,668 
323,497 
33,264 

1,233,212 
370,798 

47,274 

PIEDMONT UNIFIED SCHOOL DISTRICT 

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 . 

Net (Expenses) 
Revenues and 

Chaugesln 
Pl'OE!!!!!! Revenues NetA~ls 

Charges for Operating 
Services and Grants and Governmental 

Functlons/Prol!l'IIIIIS ~uses Sales Contributions ActiYltles 
Governmental activities: 
Instruction $ 16,359,660 $ 
Instruction related activities: 

25,950 $ 2,892,132 $ (13,441,578) 

Supervision of instruction 501.084 7,369 (493,715) 
Instructional library, ~ia 
and technology 538,582 24,544 (514,038) 
School site administration 2.204,869 21 317,419 (1,887,429) 

Pupil services: 
Homc-to-sc~ool transportation 18,757 14,167 (4,590) 
Food services 20,205 244 14,245 (5,716) 
All other pupil services 1,043,645 1,840 125.534 (916,271) 

General administration: 
Data processing 241,672 3,QP6 (238,666) 
All other general administra.tion 1,396,248 3,011 281,035 (1,112,202) 

Plant services 2,015,695 11,213 (2,004,482) 
Facility acquisition and construction 237'.883 (237,883) 
Ancillary services 86,624 (86,624) 
Interest on long-term deb.t 1,390,756 !1,390,756) 

Total governmental-type iu:tiYlties $ 26,055,680 $ 31,066 f 3,690,664. (22,333,950) 
General revenues and subventions: 

Property taxes, levied fo; general purpose:; 7,595,744 
Taxes levied for other specific purposes 4,385,512 
Federal and State aid nQt res!ricted 
to specific purposes S,116,459 

Interest and lnvesrmcnt earnings 128,818 
Miscellaneous 4,188,324 

Subtotal, geJ!,eral revenues 22,074,857 
Change in net assets (259,093) 

Net assets • beginning 306,367 
Net assets • ending $ 47;2.74 

The accompanyii:ig notes a~ an integral part of these financial statements. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
BALANCE SHEET 

' 
JUNE 30, 2003 

I 
Special Reserve Bond Interest 

·1 
General Non-Capital and Redemption 

Fund Fund Fund 
ASSETS 

·1 Deposits and investments $ 516,945 $ 495,541 $ 1,724,497 
Receivables 913,982 990 
Prepaid e,i:penses 195.966 

1 Total assets $ 1,626,893 $ 496,531 $ 1,724,497 
J LIABILITIES Am> 

:1 
FUND BALANCES 
Liabilities: 

Accounts payable 978,972 
Deferred revenue 3,461 

THIS PAGE LEFT BLANK INTENTIONAUY Total liabilities 982,433 
Fund Balances: 

Reserved for: 
-l Other reservations 231,730 

Unreserv~: 

J Designated 297.227 
Undesignated, reported ii): 

General fund 115,503 

J Special revenue funds 496,531 
Debt service funds 1,724,497 
Capital projects funds 

Total fund balance 644,460 496,531 1,724,497 
Total Liabilities and 
Fund Balances $ 1,626,893 $ 496,531 $ l,724,497 

J 

1 
·' 

. 
J 

The accompanying notes are an integral part of these financial statements. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

·1 GOVERNMENTAL FlJNDS 
1 RECONCILIATION OF THE GOVERNME1'!TAL FUNDS BALANCE SHEET 

TO THE STATEMJl:NT OF NET ASSETS 
JUNE 30, 2003 

Non Major Total 
Goverll!)lental Governmental Amounts Reported {or Go,ernmental Activities iD the Statement of Net 

Funds Funds 
Assets are Different Because: 

Total Ji'und Balance - GovernQ1enta1 Funds $ 3;7'l,7;J.OO ., 
$ 789,891 $ 3,526,874 

Capital assets used.in govenimental activities are not financial resources and, 
l 

126,869 1,041,841 
thcxefore, axe not reported as assets in governmental funds. 

1 
195,966 

The cost of capital assets is $ 38,326,457 

$ 916,760 $ 4,764,681 
Accumulated depreciation i~ (8,458,530) 29,867,927 

Prepaid Expenditures !l'iating to issuance of QO bonds were recogniud in 
governmental fund when p!lid, but are amortized as an expense over tjle life of the 
bonds on the goveIT!ment-wide financial statements. 237,412 

55,048 1,034,020 In governmental funds, unmatured interest on long-term debt is recognized in the period 

3,461 
when it is due. On the government-wide statements, unmatured 

55,048 1,037,481 
interest on long-tenn deb,t is recognized when it is incurred. (375,241) 
Special education settlCI116Dt not available soon enough to pay for the current 
period's expenditures, and therefore is not recorded in dte fund statement. 94,608 

,f 231,730 Long-term liabilities. at year end consist of: 

1 
Bonds payable (33,165,497) 

i 297,227 Capital leases payable . (202,595) 
j 

Compensated al!sences (vacations) !136,540} 

J 
115,503 {33,504,632) 

531,043 1,027,574 Total Ne_t Assets - Governmental Activities $ 47,,274 

7,172 1,731,669 
323,497 323,497 
861,712 3,727,200 

$ 916,760 $ 4,764,681 

The accompanying notes are an integral part of these financial statements. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
STATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCE 

FOR THE YEAR ENDED JUNE 30, 2003 

Special Reserve Bond Interest 
General Non-Capital and Redemption 

Fund Fund Fund 

1 REVENUES 
j Revenue limit sources $ l2,719,300 $ $ 

Federal sources 374,197 

l Other state sources 2,573,407 22,786 
Other local sources 6,728,828 8,663 2,032,448. 

Total Revenues 22,395,732 8,663 2,055,234 
EXPENDITURES 
Current 

Instruction 14,950,713 

THIS PAGE LEFT BLANK INTENTIONALLY Instruction related activities: 
Supervision of instruction 501,084 
Instructional library, media and technology 492,713 
School site administration 1,782,525 

Pupil Services: 
Home-to school transportation 18,757 
Food ~rvice_s 
All other pupil services 1,043,645 

General administration: 
Data processing 241,672 
All other general adminjstration 1,272,498 

Plant services 2,021,179 
Facility acquisitioµ and construction 65,269 
Ancillary services 86,624 

Debt service 

j Principal 80,_353 979,870 
Interest and other 958,177 

Total Expenditures 22,557,032 1,938,047 
Excess (deficiency) of 
reven11es over expenditures (161,300) 8,663 117,187 

Other Financing Sources (Uses): 
Transfers in 4,225 
Transfe~ out (90,000) (4,225) 

Net Financing Sources (Uses) {85,775) (4,225) 
NET CHANGE IN FUND BALANCES (247,075) 4,438 117,187 
Fund Balance· Beginning 891,535 492,093 1,607,310 

1 
Fund B~ance • Ending $ 644,460 $ . 496,531 $ 1,724,497 

j 

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

Nonmajor Total 
Governmental Governmental 

Funds. Funds 
') 

i $ 547,827 $ 13,267,127 
13,751 387,948 

1 U5,431 2,711,624 
659,949 9.429,888 

.; 1,336,958 25,796,587 

j 

659,298 15,610,011 
THIS PAGE LEFT BLANK INTENTIONALLY 

~ t 
501,084 
492,713 

J 418,581 2,201,106 

18,757 
20,205 20,205 

1,043,645 

241,672 
123,750 1,396,248 

993 2,022,172 
172,614 237,883 

86,624 

1,060,223 
958,177 

·1 1,395,441 25,890,520 

t 

(58,483) (93,933) 

90,000 94,225 
(94,225) 

90,000 
3.1,517 (93,933) 

830,195 3,821,133 
$ 861,712 $ 3,727,200 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

RECONCll,IATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES . 
TO THE DISTRICT-WIDE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2003 

Total Net Change In Fund Balances· Governmental Funds 
Amounts Reported for Governmental Activities in the Statement of 
Activities are I>ifferent Because: . 

Capital outlays to purchase or build capital assets are reported in govemmentaf 
funds as expenditures, however, for governmental activities, those costs are shown 
in the statement of net assets and allocated over their estimated useful lives as 
annual depreciation expenses in the statements of activities. 
This.is the amount by which depreciation exceeds capital outlays in the period. 

Depreciation expense 
Capital outlays 

In the statement of activities, certain operating expenses - compensated absences 
(vacations) are measured by the amounts earned duriog the year. In the governmental fwids. 
however, expenditures for these items are measured by the amount of financial resources used 
(essentially, the amounts actually paid), Vacation used was less than. the amounts Cl!flled. 

Repayment of issue costs of bonds is an expenditure in the governmental fun~s. 
but it should be recorded as.P.repaid expense and amortized on the statement 
of net assets. 
Repayment of bond P.rincipal and principal paid on capital leases arc an expenditure 
in the governmental func!s, but reduce long-term liabilities in the statement of net 
assets and does not affect the statement of activities. 

Interest on long-term debt in the statement of activities differs from the amount reported in the 
governmental funds because interest is recorded as an expenditure in the funds 
when it is due, and thus requires the use of current financial resources. In the 
statement of activities, however, interest expense is recognized as the in~.:CSt accrues, 
regardless of when it is due. The additional intei:est reported in the statement of 
activities is the net result of three factors. First, $375,241 was accrued on bonds, and 
decreased by $381,462 accrued bond interest relating to prior period. Second, $430,114 of 
additional accumulated interest was &ccreted on the district's "capital appreciatiQn" bonds. 
Third. $5,755 bond premillOI was amortized for the current year, which reduced the interest 
on lo11g-term debt. 

Change in Net Assets of Governmental Activities 

The accompanying notes are an integral part of these fmancial statements. 
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$(805,982) 
16,941 

$ (93,933) 

(789,041) 

(3,763) 

(14,444) 

1,060,223 

(418,135) 

$ (259,093) 

PIEDMONT UNIFIED SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ASSETS 
Deposits and investinents 

LIABILITIES 
Due to student groups 

The accompanying notes are an integral part of these financial statements. 
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PIEDMONT UNIFIED SCHOOL DISTJllCT 

NOTES TO FINANCIAL.STATEMENTS 
JUNE 30, 2003 

NOTE 1 • SUMMl\.RY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The Piedmont Unified School District was organized/unified on July l, 1936 under the laws of the State of 
California. The District operates under a locally-elected five-membe.r Board form of government and provides 
educational services to grades K - 12 as mandated by the State and/or Federal agencies. The District operates 
three elementary, one middle school, one high school, one continuation sch®.l, and an adult school. 

A reporting entity is comprised of the primazy government, component units, and other organizations that are 
included to ensure the financial statements are not misleading. The primary government of the District consists of 
all funds, departments, boards, and agencies that are not legally separate from the District. For Piedmont Unified 
School District, this. includes general operations, food service, and student related activities of the District. The 
District determined that tltere are no potential component units that meet the criteria for inclusion within the 
reporting entity. 

Joint Powers Agenc:les and Public Entity Risk Pools The District is associated with one joint powers agency 
and one public entity risk pool. These organizations do not meet the criteria for inclusion as component units of 
the District. Summarized audited financial information is presented in l>lo.te 15 to the financial statements. These 
organizations are: 

The Alameda County Schools Insurance Group and the Schools Excess Liability Fund public entity risk 
pools. 

Basis of Presentation - Fund Accounting 

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal 8l)d accounting 
en.tity with a self-balancing set of accounts, which are segregated for the purpose of carrying on specific activities 
or attaining certain objectives in accordance with special regulations, restrictions, or limitations. The District's 
funds are grouped into two broad fund categories: governmental and fiduciary. 

Governmental Funds Governmental funds are those through which most governmental functions typically are 
financed. Governmental fund reporting focuses on the sol!l'Ces, uses, and balances of c.m:rent financial resources. 
Expendable assets are assigned to the various governmental funds according to the purposes for which they may 
or must be used. Current liabilities are assigned to the fund from which they will be paid. The difference 
between governmental fund assets and liabilities is reported as fund balance. 

The fQllowing are the District's major governmental funds: 

General Fund The General Fund accounts for all financial resources except those required to be 
accounted for in another fund. The General Fund balance is available to the District for any purpose 
provided it is expended or transfe11Cd according to the general laws of California. 

Special Reserve • Other Special Revenue Fund The Special Reserve - Other Special Revenue Fund is 
used to account for specific revenue sources thst are legally restricted to expenditures for specific 
purposes. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

NOTES TOFINANCIAL.STATEMENTS 
JUNE 30, 2003 

Bond lntei:-est and Redemption Debt Service Fund The Bond Interest and Redemption Debt Service 
fund is used to account for the !!Ccumulation of property taxes for the payment of gene~! long-term bond 
principal, interest, and related costs associated with the District's major capital exp:nditures. 

The following are the District's non-major funds: 

Adult Education Fund The Adult Education Fund is used.to account separately for federal, state, and 
local revenues for Adult Education programs. · 

Cafeteria Fund The Cafeteria Fund (Education Code Section 38090) or Cafeteria, Account (Education 
Code Section 38093) is used to account separately for federal, state, and local revenue to operate the food 
service program. 

Deferred Maintenance Fund The Deferred Maintei:iance Fund is used to account separately for state 
apportionments and LEAs' contributions for deferred maintenance pwposes (Education Code Sections 
17582-17587). . 

Building Fund· The Building Fund capital project fund accwnulates proceeds from bond issuance to be 
used for the acquisition, construction, or improvements of major capital facilities. · 

Special Reserve for Capital Outlay Funtl The Special Reserve Fund for Capital Outlay Projects exists 
primarily to provide for the accumulation of General Fund.monies for capital outlay purposes (Educalion 
Code section 4284.0). Other authorized revenues that may be transferred to the Special Reserve Fund are 
(1) proceeds from the sale or lease with option to purchase of real property (Educat~n Code Section 
17462); (2) rentals and leases of real property specifically authorized for deposit to the fund by the 
governing board (Education Code Section 41003); and (3) excess amounts sufficient to pay all UI!paid 
bond obligations (Educalion Code Section 15235). 

Tau. Override Fund The Tax Override Fund is used for the repay.ment. o( votedJndebtedness tax levies 
to be financed from ad valorem tax levies. 

Fiduciary Funds Fiduciw:y fund reporting focuses on net assets and changes in net assets, The fiduciary fund 
category is classified as agency funds. 

Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of results of 
operations. The District's agency fund accounts for student body activities (ASB). · 

Basis of Accounting • Measurement Focus 

Government-Wide Fi~ncial Statements The government-wide stat()ments are prepared using the economic 
resources measurement focus and the accrual basis of accounting. This is the same approach used in the 
preparation of the proprietary fund financial statements, but differs from the manner in which governmental fund 
financial statements are prepared. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

The government-wide statement of activities presents a comparison between expenses, both direct and indirect, 
and program revenues for each governmental program. Direct expenses are those that are specifically associated 
with a service, program, or department and are therefore clearly identifiable to a particolar function. Indirect 
expenses for centralized services and administrative overhead arc allocated among the programs, functions, and 
segments using a full cost allocation approach and are presented separately to enhance comparability of direct 
expenses between governments tllat allocate direct expenses and those that do not. Program revenues include 
charges paid by the recipients of the goods or services offered by the programs and grants and contributions that 
arc restricted to meeting the operational or capital requirements of a particular program. Revenues that are not 
classified as program revenues are presented as general revenues. The comparison of program revenues and 
expenses identifies the extent to which each program is self-financing or draws from the general revenues of the 
District. 

Net assets should be reported as restrlc~d when constraints placed on net asset use are either externally imposed 
by creditors (such as through debt covenants), granters, contributors, or laws or regulations of other governments 
or imposed by law through constitutional provisions or enabling legislation. The net assets restricted for other 
purposes resolt from special revenue funds and the restrictions. on their net asset use. 

Fund Financial Statements Fund financial statements report detailed infonnation about the District. The focus 
of governmental financial s~atements is on major funds rather than reporting funds by type. Each major fund is 
presented in a separate column. Noomajor funds are aggregated and presented in a single column. 

Governmental Funds All governmental funds are accounted for using a flow of current financial 
resources measurement focus and the modified accrual basis of accounting. With this measurement 
focus, only current assets and current liabilities generally are included on the balance sheet. The 
statement of revenues, expenditures, and changes in fund balance reports on the sources (revenues and 
other financing sources) and uses (expenditures and other financing uses) of current financial resources. 
This approach differs from the manner in which the governmental activities of the government-wide · 
statements are prepared. Governmental fund financial statements therefore include reconciliation with 
brief explanations to better identify the relationship between the government-wide statements and the 
statements for the governmental funds on a modified accrual basis of accounting and the current financial 
res?urces measurement focus. Under this basis, revenues are recognized in the accounting period in 
which they become measurable and available. Expenditures are recognized in the accounting period in 
which the fund liability is incurred, if measurable. 

Fiduciary Funds Fiduciary funds are accounted for using the flow of economic resources measurement 
focus and the accrual basis of accounting. 

Revenues-Exchange and Non-Exchange Transactions Revenue resulting from exchange transactions, in 
which each party gives; and receives ~entially equal value, is recorded on the accrual basis when the exchange 
takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which the resources are 
measurable and become available. Available means that the resources will be collected within the current fiscal 
year or ar~ e~pected. to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. 
For the District, available means expected to be received within ninety days of fiscal year-end. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

NOTES TO FlNANCIAL STATEMENTS 
JUNE 30, 2003 

-
Non-exchange transactions, io which the District receives value without directly giving equal value in return, 
include property taxes, certain grants, entitlements, and donations. Revenue from property taxes is recognized in 
the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and donations is 
recognized in the fiscal year in which all eligibility requirements have ~n satisfied. Eligibility requirements 
include time and purpose requirements. On a modified accrual basis, revenue from non-exchange transactions 
must also be available before it can be recognized. 

Under the modified accrual basis, the following revenue sources are considered to be both measurable and 
available at fiscal year-end; State apportionments, interest, certain grants, and other local sources. 

~ part. ofits plant? address the budget crisis facing the Sate of California, Senate Bill (SB) XI 11! (the Bill) was 
signed 10to law dunog the year ended June 30, 2003. The provisions of the Bill significantly altered funding for 
California local educational agencies (LEAs). The Bill, among other things, shifted the appropriation for and the 
paytru:nt of the June 2003 principal apportionment for the general and adult funds into the 2003-04 fiscal year. 
The Bill allowed LEAs to recognize for budgetary and financial reporting purposes any amount of state 
appropriations deferred from the current fiscal year and appropriated from the subsequent fiscal year for payment 
of current-year costs as a receivable in the·current year. In addition, Assembly Bill 2781 deferred the 2002-03 
appropriations for the Home-to.School Transportation, School Improvement, Targeted Instructional 
Improvement, and Supplemental Grant programs into the 2003-04 fiscal year. Exclusion of the apportionments 
would have resulted in a decrease in receivables, revenue and available reserve of $314,327. 

Deferred Revenue Deferred revenue arises when potential reve1.1ue does not nieet both the "measurable" and 
"available" criteria for recognition in the current period or when resources are received by the District prior to the 
incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or 
when the District has a legal claim to the. resources, the liability for ~ferred revenue is removed from the 
combined balance sheet and revenue is recognized. · 

Certain grants received before the eligibility requirements are met are recorded as deferred revenue. On the 
gove~ntal fund financial statements, receivables that will not be collected within the available period are also 
.recorded as deferred revenue. 

~enses.lExpenditures On the accrual basis of accounting,.expenses are recognized at the time they are 
10curred. The measurement focus of governmental fund accounting is on decreases in nc:t financial resources 
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which the 
related ~d liability i~ incurred, if measurable. Th: fair ~alue of donated commodities used during the year is 
reported m the operating statement as au expense_ w.ith a like. amount reported as donated commodities revenue, 
Principal and interest oo general long-term debt, which has not matured, are recognized when paid in the 
governmental funds. Allocations of costs, such as depreciation and amortization, are not recognized in the 
govemmental funds. 
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PIEDMONT UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cash and Cash Equivalents 

The District's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition. Cash equivalents also 
include cash with county treasury balances for purposes of the statement of cash flows. 

Investments 

Investments held at June 30, 2003, with original maturities greater than one year are stated at fair value. Fair 
value is estimated based on quoted market prices at year-end. AJl investments not required to be reported at fair 
value are stated at cost or amortized cost. 

Prepaid Expenditures 

Prepaid expenditures (expenses} represent amounts paid in advance of receiving goods or services. The District 
has the option of reporting an expenditure in governmental funds for prepaid items either when purchased or 
during the benefiting period. The District has chosen to report the expenditures when incurred. 

Capital Assets and Depreciation 

The accounting_ and reporting treatment applied to the capital assets associated with a fund are detennined by its 
measurement focus. General capital assets are long-lived assets of the District as a whole. The District maintains 
a capitalization threshold of$5,000 for equipment, and $15,000 for site improvement and building. The District 
does not possess any infrastructure. Improvements are capitalized; the costs of nonµal maintenance and repairs 
that do not add to the value of the asset or materially extend an asset's life llfe not 

When purchased, such assets are recorded as expenditures in the governmental funds and capitalized. The 
valuation basis for general capital assets are historical cost, or where historical cost is not available, estimated 
historical cost based on replacement cost. Donated capital assets are capitalized at estimated fair market value on 
the date donated. 

Depreciation of capital assets is computed and recorded by the sttaight-line method. Estimated useful lives of the 
various classes of depreciable capital assets arc as follows: buildings, 50 years; improvements, 50 years; 
equipment, 5 to 20 years. 

lnte~d Balances 

On fund financial statements, receivables and payables resulting from short-term inte.rfund loans are classified as 
"interfund receivables/payables." These amounts are eliminated in ~ governmental activities columns of the 
statement of net assets. 

Compensa,ted Absences 

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The entire 
compensated absence liability is reported on the government-wide financial statemel)ts. For governmental funds, 
the curtent portion of unpaid compensated absences is the amount that is normally expected to be paid using 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

expendable available financial resources. These amounts are recorded in the accounts payable in the fund from 
which the employees who have accumulated l~ve are paid. The non-current portion of the liability is not 
reported. 

Sick leave is accumulated without limit for each employee at the rate of one day for each montll worked. Leave 
with pay is provided when employees are absent for health reasons; however, the employees do not gain a vested 
right to accumulated sick leave. Employees arc never paid for any sick leave balance at tennination of 
employment or any other time. Therefore, the value of accumulated sick leave. is not recognized as a liability in 
the District's fmancial statements. However, credit for unused sick leave is applicable to all classified school 
members who retire after January l, 1999, At retirement, each member will receive .004 year of service credit for 
each day of unused sick leave. 

Accrued Liabilities and Long· Term Obligations 

AJI payables, accrued liabilities; and long-tenn obligations are reported in the government-wide financial 
statements. In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely 
i:nanner and in full from current financial resources are reported as obligations of the funds. 

However, claims and judgments, compensated absences, special tennination benefits, and contractually required 
pension contributions that will be paid from governmental funds are reported as a. liability in the fund fmancial 
statements only to the extel\t that they are due for payment during the cUirent year. Bonds, capital leases, and 
long-term loans are recognized as a liability on the fund financW statements when due. 

Fund Balance Reserves and Designations 

The District reserves those portions of fund equity which are legally segregated for a specific future use or which 
do not represent available expendable resources and therefore are not available for appropriation or expenditure. 
Unreserved fund balance indicates that portion of fund equity which is available for appropriation in future· 
periods. Fund equity reserves have bee!\ established for revolving cash accounts, prepaid expenditures 
(expenses}, and legally restricted grants and entitlements. 

Designations of fund balances consist of that portion of the fund balance that has been designated (set aside} by 
the governing board to provide for specific purposes or uses. F\tnd equity des.ignations have been e.stablished for 
economic uncertainties. 

Net Assets Net assets represent the difference between assets and liabilities. Net assets invested in capital !ISsets, 
net of related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances 
of any borrowings used for the acquisition, construction or improvement of those assets. Net assets are reported 
as restricted when there are lin;Jitations imposed on their use either through the enabling legislation adopted J,y the 
District or through external restrictions imposed by creditors, grantors, or laws or regulations of other · 
governments. The District applies restricted resources when an expense is incurred for purposes for which both 
restricted and unrestricted net as~ets are available. 

Operating Revenues and Expenses Operating revenues are those revenues that are generated directly from the 
primary activity of the proprietary funds. For the District, there are no such revenues. Operating expenses are · 
necessary costs incurred to provide the good or service that is the primary activity of the fund. 
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lnterfund Activity Exchange transactions between funds are reported as revenues in the seller funds and as 
expenditures/ expenses in the purchaser funds. Flows of cash or goods from one fund to another without a 
requirement ~or repayment are reported as interfund transfers. lnterfund transfers are reported as other financing 
sources/uses m governmental funds. Repayments from funds responsible for panicular expenditures/expenses to 
the funds that initially paid for them are not presented on the financial statements. 

Estimates The preparation of the financial statements in conformity with accounting principles generally 
accepted in t_he United States of America requires management to make estimates and assumptions that affect the 
am~unts reported in the financial statements and accompanying notes. Actual results may differ from those 
estimates. 

Budgetary Data The budgetary process is prescribed by provisions of the Callfornia Education Code and 
requires the governing board to hold a public hearing and adopt an operating budget no later than /uly 1 of each 
year. The District governing board satisfied these requirements. The adopted budget is subject to amendment 
throughout the year to give consideration to unanticipated revenue and expenditures primarily resulting from 
events unknown at the time of budget adoption with the legal restriction that expenditures cannot exceed 
appropriations by major object account. 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the 
original appropriations were adopted. The amounts reported as the final budgeted amounts in the bµdgetary 
statements reflect the amounts after all budget amendments have been accounted for. 

Property Tax Secured property taxes attach as an enforceable lien on property as of January I. Taxes are 
payable in two installments on November 1 and February 1 and become delinquent on December IO and April IO, 
respectively. Unsecured property taxes are payable in one insta11ment on or before August 3 l. The County of 
Al~da bills and collects the taxes on behalf of the District. Local_ property tax revenues are recorded when 
received. 

NOTE 2- CHANGES IN ACCOUNTING PRINCIPLES 

For the fiscal year ended June 30, 2003, the District has implemented Governmental Accounting Standards Board 
(GASB) Statement No. 34, "Basic Financial Statements - and Management's Discussion and Analysis - for State 
and Local Governments," GASB Statement No. 36, "Receipt Reporting for.Certain Shared Nonexchange 
Revenues", GASB Statement No. 37, "Basic Financial Statements for State and Local Governments: Omnibus", 
and GASB Statement No. 38, "Certain Financial Statement Note Disclosures". A3 a result, the fmancial 
statements for the first time include 1) a Management Discussion and Analysis (MD&A) section providing an 
analysis of the District's overall fmancial position and results of operations, 2) financial statements prepared using 
full ace~ accounting for all of the District's activities, and 3) a change in the fund financial statements to focus 
on the maJor ~ds. These and other changes are reflected in the accompanying financial statements, including 
notes to financial statements. 
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NOTE 3-DEPOSITS AND INVESTMENTS 

Policies and Practices 

The District is considered to be an involuntary panicipant in an external investment pool since the District is 
required to deposit all receipts and collections of monies with their county treasurer (Education Code Section 
41001). In addition, the District is authoriw:l to maintain deposits with certain fmancial insti_tutions that are 
federally insured up to $100,000. 

The District is also authorized to make direct investments in local agency bonds, notes, or warrants within the 
state; U.S. Treasury instruments; registered State warrants or treasury notes; securities of the U.S. Government, or 
its agencies; bankers acceptances; commercial paper; certificates of deposit placed with commercial banks and/or 
savings and loan companies; repurchase or reverse repurchase agreements; medium term corporate notes; shares 
of beneficial interest issued by diversified management companies, certificates of panicipation, obligations with 
first priority security; and collateralized mortgage obligations. 

Deposits 

At year-end, the carrying 111;11ount of the District's deposits were $14,118 for governmental activities and $1 ?J,759 
held i_n fiduciary funds. The bank balances totaled $646,924. Of the bank_ balances, $200,000 was covered by 
Federal deposit insurance and$ 446,924 was covered by pooled and/or pledged collateral, .but not necessarily held 
in the District's name (uncollateralized, risk Category 3). 

Investments 

The District's investments are categorized to give an indication of the level of risk assumed by the District at year
end. Deposits with the County Treasury and investments in the State Tre;!surer's Investment Pool are not 
categorized because they do not represent securities, which exist in physical or book entry form. The Local 
Agency Investment Fund (LAIF) is an external investment pool sponsored by the State of California authorized 
under Section 16429. l, 2, and 3 of the California Government Code. The fund is a voluntary program created by 
statute as an investment alternative for Califo!Dia local governments and special districts and is administered by 
California State Treasurer. The deposits with county treasury and the State pool's investments are valued using 
the amortized cost method (which approximates fair value). The fair values were provided by the county and 
State treasurers for their respective pools. 
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The investments at June. 30, 2003, are as follows: 

Uncategorized: 
.Deposits with county tteasurer 
Investment in State treasurer's pool 

NOTE 4 • RECEIVABLES 

$ 

$ 

Reported in 
Governmental Fair 

Funds Value 

3,433,352 $ 3,446,721 
79,404 79,630 

3,512.756 $ 3,526,351 

Receivables at June 30, 2003, consisted of intergo\lernmental gl'Bllts, entitlements, interest and other local sources. 
All receivables are considered collectible in full. 

Special Reserve 
Non-Capital Nonmajor 

General Fund Funds Total 
Federal Government 

Categorical. aid $ 100,252 $ $ $ 100,252 
State Government 

Apportionment 294,228 46,000 340,228 
Categorical aid. 55,425 55,425 
Lottery 54,827 54,827 
Other state 63,408 79,086 142,494 

Local Government 
Interest 12,000 990 1,783 14,773 

Other Local Sources 333,842 333,842 
Total $ 913,982 $ 990 $ 126,869 $ 1,041,841 

Additional long term receivabl~ include $94,608 for a special education settlement with payments expected to be 
rec~ved annually over the next eight years .. 
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NOTE 5 • CAPITAL ASSETS 

Capital asset activity for the fiscal year ended June 30, 2003, was as follows: 

Balance. Balance 
July 1, 2002 Additions Deductions June 30, 2003 

Governmental Activities 
Capital Assets not being depreciated 

Land 
Capital Assets being depreciated 

Land improvements 
Buildings and improvements 
Furniture and equipment 

Total Capital Assets Being Depreciated 
Less Accumulated Depreciation 

Land improvements 
Buildings and improvements 
Furniture and equipment 

$ 335,023 

5,394,821 
31,906,906 

672,766 
37,974,493 

677,09.1 
6,671,212 

304,245 
7,652,548 

$ -

16,941 
16,941 

107,896 
638,138 
59,948 

805,982 Total Accumulated Depreciation 
Governmental Activities Capital Assets, Net $30,656,968 ${789,041) 

Depreciation expe11se was charged to governmental functions as follows: 

Governmental Activities 
Instruction 
Instructional library, media, and tec!mology 
Plant services 

Total Depreciation Expenses Governmental Activities 
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$ 

$ 

$ 

$ 

$ 335,023 

5,394.821 
31,906,906 

689,707 
37,991,434 

784,987 
7,309,350 

364,193 
8,458,530 

$ 29,867,927 

749,649 
45,869 
10,464 

805,982 
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NOTE 6- INTERFUND TRANSACTIONS 

Operating Transfers 

· 1 Interfund transfers for the year ended June 30, 2003, consisted of the following: 
l 

1 
·t 

i 
j 

Transfer To 
General 
Special Reserve • Other 

Total 

General 
$ 

$ 

Transfer From 
Nonmajor 

Governmental 
- $ 90,000 $ 

4,225 
4,225 $ 90,000 $ 

The General Fund transferred to the Deferred Maintenance Fund for State match. 
The Special Reserve Fund - Other transferred to the General Fund for Noda interest. 

s 

Total $ 

Total 
90,000 
4,225 

94,225 

90,000 
4,225 

94,225 . 

Interfund n:ansfers are used to ( 1) move revenues from the fund that statute or budget requires to collect them to 
the fimd that statute or budget requires. to expend them, (2) move receipts restricted to debt service from the funds 
collecting the receipts to the debt service fl!nd as debt serv.ice payments become due, and (3) use unrestricted 
revenues collected in the general fund to finance various programs accounted for in other funds in accordance. 
with budgetary authorizations. 

NOTE 7-ACCOUNTS PAYABLE 

Accounts payable at.June 30, 2003, consisted of the following: 

Nonmajor 
General Governmental Total 

'l Vendor payables 
1 State apportionment 

$ 853,400 $ 55,048 $ 908,448 
125,572 125,572 

J ·: 

Total $ 978,972 $ 55,048 s 1,034,020 

NOTE 8-DEFERRED REVENUE 

As of June 30, 2003,.there were deferred revenues of$3,461 for federal financial assistance reported in the 
General Fund. 
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NOTE 9- LONG-TERM LIABILfflES 

Long-Term Debt Summary 

The changes in the District's long-tei:m obligations during the year consisted of the following: 

Balance Balance 
Jul;t: l, 2002 Additions Deductions June 30, 2003 

General obligation bonds $ 33,673,298 $ 430,114 $1,030,000 $ 33,073,412 
Add: Premium on issuance 9-7,840 5,755 92,085 
Subtotal 33.~73,298 527,954 1,035,755 33,165,497 

Accumulated vac;ation - net 132,777 3,763 136,540 
Capital leases 232,818 30,223 202,595 

$ 34,038,893 $ 531,717 $1,065,978 $ 33,504,632 

Bonded Debt 

Due in 
One Year 

s 859,490 
5,755 

.43,886 
$ 909,111 

The bonds issued .are a combination of current interest bonds and capital appreciation bonds. The capital 
appreciation bonds are 1994 Series D, and 1996 Series A. The remainder of the. bonds are the current interest 
bonds. 

The 011tstanding general obligation bonded debt is as follows: 

Bonds Additions Bonds 
Issue Maturity Interest Original Outstanding and Outstanding 
Date Date Rate Issue Jul;t: l,2002 Accretions Redeemed June 30, 2003 

1994-D 2019 4.9-6A% $ 6,897,457 $ 8,146,997 $229,795 $ 730,000 $ 7,646,792 
1994-E 2019 5.0-8.0% 2,900,000 2,540,000 85,000 2,455,000 
1996-A 2020 5.0-6.35% 4,498,781 6,471,301 200.319 60,000 6,611,620 
2001 2018 2.5-5.25% 17,225,000 16,515,000 155,000 16,360,000 

$33,673,298 $430,114 $1,030,000 $ 33,073,412 
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Debt Service Requirements to Maturity 

The bonds mature through 2023 as follows: 

Fiscal Year 
2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 
20.19-2023 

Total 
Accretions to date 
Total bonded debt 

Accumulated Unpaid Employee VacatiQn 

Principal 
$ 85?,490 

891,803 
988,906 

1,071,152 
1,158,803 
7,421,477 

11,119,068 
4,514,464 

$28.025,162 
5,048,250 

$ 33.073.412 

Interest to 
Maturity 

$ 1,275,209 
1,334,784 
1,372,024 
1,420.31.7 
1.445,640 
7,342,610 
6,577,001 
3,139,953 

$23,907,538 

Total 
$ 2,134,699 

2,226,587 
2,360,930 
2,4!H,469 
2,604,443 

14,764,087 
17,696,069 
7,654,417 

$ 51,932,700 

The long-term portion of accumulated unpaid employee vacation for the District at June 30, 2003, amounted to 
$136,540. 

Capital Leases 

The capital leases have minimum lease payments as follows: 

Year Ending 
June 30, 

2004 
2005 
2006 
2007 
2008 
Total 

Less: Amount Representing Interest 
Present Value of Minimum Lease Payments 
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$ 

$ 

Lease 
Pa:i:ment 

43,886 
43,886 
43,886 
43,886 
65,833 

241,377 
(38,782) 
202,595 
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NOTE IO-FUND BALANCES 

Fund balances are composed of the following elements: 

Special 
Reserve 

General Non-Capital 
Reserved 

Revolving cash $ 2,500 $ 
Prepaid expenditures 195,966 
Restricted programs 33,264 

Total Reserved 231,730 
Unreserved 

Designated 
Economic uncertainties 297,227 

Undesignated ll5,503 496,531 
Total trnreserved 412,730 496,531 

Total $ 644,460 $ 496,531 

NOTE 11-POSTEMPLOYMENT BE;~FITS 

Bond 
Interest& Nonmajor 

Redemption Governmental Total 

$ $ $ 2,500 
195,966 
33,264 

231,730 

297,227 
1,724,497 861,712 3,198,243 
l,724,497 861,712 3,495,470 

$ 1,724,497 $ 861,712 $ 3,727,200 

The District provides postemployment health care benefits, in accordance with District employment contracts, to 
all employees who .retire from the District on or after attaining age 55 with at least 15 years of service. 

For certificated employees, the District shall continue medical benefits for employees who retire at age SS or more 
with 15 years or more of service with the District. The level of coverage 311d the medical benefit program shall be 
equal to the least costly single party coverage offered to the employees of the District each succeeding year. In 
order to qualify for benefits, the retiree must be covered for medical benefits by the Distric~ at the time of 
separation. The retiree may choose either Option A or Option B. If Medicare coverage is available, the District's 
payments for Option A or Option B will supplement Medicare in order to maintain the least costly medical. plan. 

For classified employees with a date of hire prior to July 1, 1989 and retiring with fifteen years employment 
and/or those employees disabled with ten years employment shall c;ontµiue to receive equivalent level ·of coverage 
for~ health ~lans in .which they were 1!1e~bers .two years prior 10 retirement or disability. When the employee 
begins to receive MedJCare benefits, a DiSttict paid health plaµ will supplement Medicare tQ provide the 
equivalent level of health protection enjoyed two years prior to retirement or disability. Part-time employees will 
receive medical coverage proportionate to that received at the time of retirement. Unused sick leave of · 
employees, regardless of hire date, must be credit\ld toward retirement. 

For classified employees with a date of hire after July 1, 1989, the District shall continue medical benefits for 
those employees who retire at age SS or more with fifteen years or more of service with the District The level of 
coverage and the medical benefit program shall be equal to the least co.stly single party coverage offered to the 
employees of the District each succeeding year. In ord~ to qualify for benefits the retiree must be covered for 
medical benefits by the District at the time of separation. The retiree may choose either Option A or Option B •. If 
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Medicare coverage is available, the District's payments for Option A or B will supplement Medicare in order to 
maintain the least costly medical plan. 

Option A 

Full medical benefits shall extend until retiree reaches 65 years of age at which time the District shall 
contribute to the retiree's medical benefits at a flat rate of $75 per month. This coverage shall continue until 
the retiree reaches 75 years of age at which time the retiree shall have the option of participating in the 
District medical plan at his/her expense. 

OptionB 

Full medical benefits shall extend until the retiree reaches 65 years of age at which time the District shall 
contribute to the rctir®'s medical benefits at a flat rate of $100 per month. For classified employees, this 
coverage shall continue for a period of time equal to the number of years of service in the District. The 
calculation (or length of service will begin at age 65. Certificated employees shall receive this benefit for lifo. 

Cunently, 33 employees meet those. eligibility requirements. Expenditures for postemploymcnt benefits are 
recognized on a pay-as-you-go basis, as retirees report claims/(premiums are paid). During the year, expenditures 
of $98,904 were recognized for retirees' health care benefits. 

NOTE 1.2- RISK MANAGEMENT 

Property and Liability 

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors 
and omissions; injuries to employees and natural disasters. During fiscal year ending June 30, 2003, the District 
contracted with Alameda County Schools Insurance Group JPA (ACSIG) for property and liability insurance 
coverage. Extended property and liability coverage is provided by the Schools Excess Liability Fund (SELF). 
Settled claims have not exceeded this commercial coverage in any of the past three years. There has not been a 
.significant reduction in coverage from the prior year. 

Workers' Compensation 

For fiscal year 2003, the District participated in the ACSIG, an insurance purchasing pool. The intent of the 
ACSIG is to achieve the benefit of a reduced premium for the District by virtue of its grouping and representation 
with other participants in the ACSIG. The workers' compensation experience of the participating districts is 
calculated as one experience and a common premium rate is applied to all districts in the ACSIG. Each 
participant pays its workers ' compensation premium based on its individual rate. Total savings are then 
calculated and each p~icipant's individual performance is compared to the overall savings percentage. A 
participant will then either receive money from or be required to contribute to the "equity-pooling fund." This 
"equity pooling" arrangement insures that each participant shares equally in the overall petfoanance of the 
ACSIG. Participation in the ACSIG is limited to districts that can meet the ACSIG selection criteria. 
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Coverage provided by ACSIG and SELF for property and liability and workers'. compensation is as follows: 

Insurance Program/ Company Name 

Workers' Compensation Program 
Alameda County Schools Insurance Group 

Excess Property and Liability Program 
School Excess Liability Fund (SELF) 

Property and Liability Program 
Alameda County Schools Insurance Group (ACSIG) 

NOTE 13-EMPLOYEE RETIREMENT SYSTEMS 

Type of Coverage Limits 

Workers'. Compensation Statutory Limit 

Excess Property and Liability $I million· $24million 

Property and Liability $5,000 - $ !million 

Qualified employees arc covered under multiple-employer contributory retirement plans maintained by agencies 
of the State of California. Certificated employees are members of the State Teachers' Retirement System (STRS) 
and classified employees are members of the Public Employees' Retirement System (PERS). 

STRS 

Plan Description - The District contributes to the California State Teachers' Retirement System (STRS); a cost
sharing multiple-employer public em.11loyee retirement system defined benefit pension plan administered by 
STRS. The plan provides retirement and disability benefits and survivor benefits to beneficiaries. Benefit 
provisions are established by State statutes, as legislatively amended, within the State Teachers' Retirement Law. 
STRS issues a separate comprehensive annual financial report that includes financial statements and required 
supplementary information. Copies of the STRS annual financial report may be obtained from STRS, 7667 
Folsom Blvd., Sacramento, CA 95826. 

Funding Polley - Active plan members arc ~uired to contribute 8.0 percent of their salary and the District is 
required to contribute an actuarially detennined rate. The actuarial methods and assumptions used for 
determining the rate are those adopted by STRS Teachers' Retire:meot Board. The required employer contribution 
rate for fiscal year 2002-2003 was 8.25 percent of annual payroll. The contribution requirements of the plan 
members are established by State statute. The District's contributions to STRS for the fiscal years ending 
Jwie 30, 2003, 2002, and 2001, were $1,026,265, $976,641, and $901,825, respectively, and equal 100 percent of 
the required contributions for each year. 

PERS 

Plan Description -The District contributes to the School Employer Pool under the California Public Employees' 
Retirement System (Ca!PERS); a cost-sharing multiple~mployer public employee retirement system defined 
benefit pension plan administered by CalP~. The plan p~vides retirement and disability benefits, annual cost
of-living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by. 
State statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS issues a 
separate comprehensive annual financial report that includes financial statemenl!> and required supplementary 
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information. Copies of the CalPERS' annual financial report may be obtained from the CalPERS Executive 
Office, 400 P Street, Sacramento, CA 95814. 

Funding Policy 

Active plan members are required to contribute 7.0 percent of their salary and the District is required t,p contribute 
an actuarially determined rate. The actuarial methods and ass_umptions used for determining the rate are those 
adopted. by the CalPERS. Board of Administration. The required employer contribution rate for fiscal year 2002-
2003 was 2.884 percent of annual payroll. The contribution requirements of the plan members are established by 
State statute. The District's contributions to CalPERS for the fiscal year ending June 30, 2003, was $83,032 and 
equaled 100 percent of the required contributions for the year. The District was not required to make 
contributions during the years ended June 30, 2002 and 2001. 

Social Security 

As established by Federal law, all public sector employees who l!fe not members of their employer's existing 
retirement sysJ~ (STRS or PERS) must be covered by social security or an alternative plan. The District has 
elected to use Social Security as its alternative plan. The District contributes 6.2 percent of an employee's gross 
earnings. An employee is required to contribute 6.2 pen;ent of his or her gross earnings to the pension plan. 

On :Sehalf Payments 

The State of California makes contributions to STRS and PERS on behalf of the District These payments consist 
of State General Fund contributions to STRS in the amount of $556,670 (4.475 percent of salaries subject to 
STRS) and $2,691 (.092 percent of sl!laries subject to PERS). Under acco1mting principles generally 8,\:cepted in 
the United States of America, these amounts are reported as revenues and expenditures, however, guidance 
received from the California Department of Education advises local educational agencies not to record these 
amounts in the i\nnual Financial and Budget Report (J-200). These amounts have been recorded jn these 
financial statements. 

NOTE 14 ~ COMMITMENTS AND CONTINGENCIES 

Grants 

The District received financial assistance from Federal and State agencies in the form of grants. The 
disbursement of funds received under these programs generally requires compliance with terms and conditions 
specified in the grant agreements and are subject to audit by the granter agencies. Any disallowed claims 
resulting from such audits could become a liability of the general fund or other applicable funds. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the District at June 30, 2003. 

Litigation 

The District is involved in various litigation arising from the nonnal course of business. In the opinion of 
management and legal counsel, the disposition of all litigation pending is not expected to have a material adverse 
effect on th('l overall financial position of the District at June 30, 2003. 
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NOTE 15 • PARTICIPArION IN PUBLIC ENTITY RISK POOLS AND JOINT POWERS 
AUTHORITIES 

The ~istri.ct is. a member of the. ~da County Schools Insurance Group and the Schools Excess Liability Fund 
publac entity i:5k _P_OOls, The D1Strtct pay~ an 8?°ual premium to each entity for its health, workers' compensation, 
and property babil1ty coverage. The relationships between the District, the pools, and the JPA's are such that they 
are not component units of the District for financial reporting purposes. 

These entities have budgeting and financial reporting requirements independent of member units and their 
fin~ial state~ts ~ not _presente~ in these fmancial statements; however, fund ~sactio11~ between the 
entities and the D1strtct are included m these statements. Audited financial statements are available from the 
respective entities. · 

Entity 

Purpose 

Participants 

Governing Board 

Condensed Audited Financial Information Follows 

Assets 
Liabilities 

Revenues 
Expenses 

FundEguity 

Net Increase in Fund Equity 

Payments for the Current Year 

* Most curreot infonnation available. 

ACSIG 
Alameda County 
Schools Insurance 

Group 

Provide workerf 
compensation 

property and liability 
insurance. · 

Various districts 

A representative from 
each member district 

June 30, 2002* 
$ 19,824,274 

14,556,688 
$ 5,267,586 

62,475,475 
63,809,307 

S (1,333,832) 

$ 

SELF 

Schools Excess 
Liability Fund 

Provide property iµid 
laiblility insurance. 

Various districts 

A representative from 
each member district 

June 30, 2002'!' 
$ 112,124,000 

64A84,000 
$ 47,640,000 

25,829,000 
11,023,000 

$ 14,806,000. 

$ 9,275 

None of the JP A's had long-term debts outstanding at June 30, 2002. The District's share of year-end assets 
liabilities, or fund equity has not been calculated. ' 
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NOTE 16 • TAX AND REVENUE AN'Oc;IPA TION NOTES 

~~---------------.................... .......... 

On July 2, 2002, the District issued $3,500,000 Tax and Revenue Anticipation Notes bearing interest at 1.6 
percent. The notes were issued to supplement cash flows. Interest and principal were due and payable on July l, 
2003. By May, 2003, the District had placed 100 percent of principal and interest in an itrevocab[e trust for the 
sole purpose of satisfying the notes. The District was not required to make any additional payments on the notes. 
As the District has in substance defeased the debt, the tax anticipation notes of $~.500,000 and reWed accrued 
interest and cash held in trust are not included in these fmancial statements. 

NOTE 17 • SUBSEQUENT EVENTS 

The District issued $2,000,000 of Tax And Revenue Anticipation Notes dated July 1, 2003. The notes mature on 
June 30, 2004, and yield LS percent interest. The notes we,:e sold to supplement cash flow. Repayment 
requirements are that a percentage of principal and interest be. deposited with the Fiscal Agent each month 
beginning January 31, 2004, until 100 percent of principal and interest due is ~n account in. May, 2004. 
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GENERAL AND FINANCIAL INFORMATION 

General 

The Rincon Valley Union Elementary School District (the "District") provides services to residents in 
the northeastern section of Santa Rosa in Sonoma County. The District serves approximately 39,016. 

The District operates eight elementary schools (K-6). 

The District's 2003/04 pupil-teacher ratios are 19.5:1 for kindergarten, 19.1:1 for grades 1-3, and 
27.2:1 for grades 4-6. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in alternate slates. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Tim Justus has served in this capacity since 1998. 

Average Daily Attendance 

The following table reflects the District's historical second period AD .A. for the last four years and a 
projection for 2004/05. 

RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/0l(b) 
2001/02(b) 
2002/03(b) 
2003/04(<) 
2004/05(c) 

<•l Includes grades K-6, special education, and extended year. 
(bJ Audited Financial Statements. 
(cl Estimated - Second Interim Report adopted on March 9, 2004. 
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Average Daily Attendance<•> 

2,574 
2,604 
2,630 
2,647 
2,657 
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CASH FLOW· 

BEG. CASH BALANCE 

RECEIPTS 

DISBURSEMENTS 

ENDING CASH BALANCE 

INTEREST INCOME: 

INTEREST RECEIVED 

TREASURY EXPENSE 

NET DISTRIBUTION 

BALANCE - 02/29/04: 

CERT. OF DEPOSIT 

NEG. CERT. OF DEP. 

COMMERCIAL PAPER 

BANKERS ACCEPTANCES 

MANAGED FUNDS 

AGENCIES - COUPON 

AGENCIES - DISCOUNT 

TREASURIES - COUPON 

TREASURIES - DISCOUNT 

REPURCHASEAGREEMNTS 

MEDIUM TERM NOTES 

TOTAL INVESTMENTS 

CASH/BANK BALANCES 

TOTAL 

FEBRUARY04 

650,650,826.19 

133, 717,320.65 

(135,552,378.96) 

648,815,767.88 

FEBRUARY04 

874,063.14 

(28, 728.10) 

845,335.04 

DOLLAR 

COST 

28,300,000.00 

30,001,815.29 

70,292,889.33 

14,950,341.67 

88,209,408.59 

63,233,294.50 

59,547,053.33 

95,938, 160.53 

19,901,037.51 

81,503,982.81 

83,576,258.41 

635,454,241. 97 

13,361,525.91 

648,815,767.88 

YTD FY04 

656, 737, 048. 55 

1,284,528, 799.69 

(1,292,450,080.36) 

648,815,767.88 

YTD FY04 

7,500,366.03 

(317,880.68) 

7, 182,485.35 

MARKET 

VALUE 

28,300,000.00 

30,000,000.00 

70,348, 754.00 

14,984,900.00 

88,227, 152.96 

64,275,301. 78 

59,809,000.00 

96, 129,021.47 

19,950,500.00 

81,503,982.81 

85, 149,525.37 

638,678, 138.39 

13,361,525.91 

652,039,664.30 

FEBRUARY 03 YTD FY 03 

578,015,371.64 632,688,349.94 

180,093,678.96 1, 188,972,346.91 

(133,055,907. 75) (1, 196,607,554.00) 

625,053, 142.85 625,053, 142.85 

FEBRUARY 03 YTD FY 03 

1, 795, 724. 89 11,219,890.32 

(48,991.15) (337,522.55) 

1,746,733.74 10,882,367.77 

MAX INVEST. INVESTMENTS MAX DAYS AVG DAYS YTM 

AS% OF TOTAL AS% OF TOTAL TO MATURE TO MATURE 360 EQUIV. 

30.00% 4.45% 365 179 1.38% 

30.00% 4.72% 365 137 1.07% 

30.00% 11.06% 180 26 1.03% 

40.00% 2.35% 180 35 1.01% 

13.88% 1 1.14% 

9.95% 1,825 596 3.33% 

9.37% 1,825 109 1.13% 

15.10% 1,825 281 1.31% 

3.13% 1,825 89 0.98% 

12.83% 365 1 1.00% 

30.00% 13.15% 1,825 895 3.77% 

100.00% 251 1.70% 



Construction Activity 

The following table summarizes historical residential building permit valuation for the County. 

(a) 

(b) 

(c) 

As of January 1. 

1999 
2000 
2001 
2002 
2003 

Does not include alterations and additions. 
Includes all residential building activity. 

STANISLAUS COUNTY 
Residential Building Permit Valuation 

(Dollars in Thousands) 

2,956 
2,957 
3,036 
3,029 
3,966 

Valuation(c) 

$930,762 
391,377 
445,381 
433,100 
585,882 

Source: "California Building Pennit Activity," Economic Sciences Corporation. 

Commercial Activity 

The following table summarizes historical taxable transactions in the County. 

Source: State Board of Equalization. 

1998 
1999 
2000 
2001 
2002 

STANISLAUS COUNTY 
Taxable Transactions 

(Dollars in Thousands) 

10,280 
10,026 
9,953 

10,207 
10,452 
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Taxable Transactions 

$4,237,571 
4,658,971 
5,195,054 
5,572,669 
5,825,865 



Major Employers 

The following table summarizes the major employers in the County: 

Employer 

E&J Gallo Winery 
Modesto City School District 
Memorial Medical Center 
Doctors Medical Center 
Conagra Grocery Products 
Ceres Unified School District 

STANISLAUS COUNTY 
Major Employers 

Product/Service 

Manufactures California wines 
Public school district 
Medical & surgical hospital 
Medical & surgical hospital 
Manufactures tomato products 
Public school district 

Brandel Manor of Emanuel General medical & surgical hospital 
Gallo Glass Co. Manufactures glass wine bottles 
Signature Fruit Co. LLC Manufactures canned fruits 
Valley Fresh Inc. Slaughters & cans poultry 
Turlock Joint Elementary School District Public school district 
Hershey Chocolate/Confectioner Manufactures chocolate candy & confectionery products 
Sylvan Union School District Public school district 
McClatchy Newspapers Inc. (Modesto Bee) Newspaper publishing 
Oakdale Joint Unified School District Public school district 
Health Services Agency 
Major-Sysco Food Service 
Modesto Irrigation District 
California State University-Stanislaus 
Frito-Lay Inc. 
Modesto Junior College-East 
Parker Hannifin Corp. 
Turlock Irrigation District 

General medical & surgical hospital 
Distributes general line groceries 
Water irrigation & electric power plant 
4 year college 
Manufactures potato, corn & tortilla chips 
4 year college 
Manufactures engine shutdown systems & alarms 
Electric & wind power generation plant 

Source: 2003 Harris InfoSource, January 2004. 
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Employees 

3,550 
3,500 
2,000 
1,800 
1,200 
1,054 
1,000 

950 
940 
800 
745 
600 
590 
549 
508 
450 
415 
410 
400 
400 
400 
400 
400 



Employment 

The following table summarizes historical employment and unemployment in the County. 

STANISLAUS COUNTY 
Civilian Labor Force, Employment and Unemployment 

Annual Averages 

Civilian Labor Force<•) 
Employment 
Unemployment 
Total 

Unemployment Rate(b) 

1999 

182,100 
21 400 

203,500 

10.5% 

<•l Based on place of residence; March 2003 Benchmark. 
(b) The unemployment rate is calculated using unrounded data. 

Source: California Employment Development Department 

2000 2001 

182,300 186,900 
21 300 21 500 

203,600 208,400 

10.5% 10.3% 

2002 

189,200 
24.600 

213,800 

11.5% 

191,600 
25 000 

216,600 

11.5% 

The following table summarizes the historical numbers of workers in the County by industry. 

STANISLAUS COUNTY 
Estimated Number of Wage and Salary Workers by lndustry<a> 

1999 2000 2001 2002 2003 

Agricultural 16,400 15,700 14,100 13,900 13,500 
Natural Resources, Mining and Construction 9,200 9,900 11,000 10,700 11,300 
Manufacturing 22,900 22,800 23,000 22,500 22,600 
Trade, Transportation and Utilities 29,400 29,400 30,800 31,700 32,300 
Information 2,000 2,000 2,200 2,100 2,100 
Financial Activities 5,300 5,100 5,400 5,600 6,100 
Professional and Business Services 16,300 17,400 16,800 15,000 14,000 
Educational and Health Services 15,900 16,500 17,100 18,100 19,000 
Leisure and Hospitality 12,000 12,200 13,000 13,600 13,700 
Other Services 5,200 5,000 5,900 6,200 6,200 
Government 23,700 23 900 24 600 25,300 24900 

Total All Industries 158 JOQ ~ ~ )64 600 ~ 

(a) The industry employment data are now based upon the North American Industry Classification System (NAlCS). Newly released data are 
not comparable to the data based on the Standard Industrial Classification (SIC). Items may not add to totals due to independent rounding. 
March 2003 Benchmark. 

Source: California Employment Development Department 
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Introduction 

STANISLAUS COUNTY 
ECONOMIC PROFILE 

Stanislaus County (the "County") is located in the heart of the Central Valley and comprises more than 
1,500 square miles. Stanislaus is bordered by San Joaquin on the north, Calaveras and Tuolumne on the east, 
Merced on the south, and Santa Clara on the west. 

The County's productive soils, long growing seasons and extensive transportation network combine to 
make a successful farm and business region. Located near large consumer and industrial marketplaces, such as 
San Francisco and Sacramento, many national food-related companies with extensive distribution markets call 
the County home. In terms of gross farm income, it is one of the nation's top ten agricultural counties. 
Agriculture related activities have formed the basis of Stanislaus' economy, but while agribusiness remains 
important, other economic sectors are expanding as well. These include commercial, industrial and service 
activities, which help diversify the county's base of opportunity for a growing labor force. 

Population 

The following table summarizes population figures for the County. 

2000 
2001 
2002 
2003 
2004 

STANISLAUS COUNTY 
Population 

Stanislaus County 

446,997 
457,500 
470,900 
483,000 
491,900 

Source: Adjusted January 1 estimates provided by the State Department of Finance. 
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The weighted average maturity of investments in the County Pool at December 31, 2003 was 443 days. 
Further information on the maturities of investments in the County Pool at December 31, 2003 is presented 
below. 

SONOMA COUNTY POOLED INVESTMENT FUND 
BREAKDOWN OF INVESTMENT MATURITIES 

AS OF DECEMBER 31, 2003 

Aging Interval 
1 year or less 

Par Value 
$711,792,952 

170,410,000 

Percent of Portfolio 
63.29% 

More than 1 year, less than 2 
years 

More than 2 years, less than 3 
years 

More than 3 years, less than 4 
years 

More than 4 years, less than 5 
years 

TOTALS: 

196,435,000 

0 

46 000000 

$1,124,637,952 

Source: County of Sonoma Treasurer-Tax Collector's Office 

15.15 

17.47 

0.00 

100.00% 

The County has on occasion borrowed funds under reverse repurchase agreements, but currently has no such 
borrowings outstanding. No portion of the County Pool is leveraged. The County has participated in a 
securities lending program, which is not presently in effect. When purchasing investments for the County 
Pool, the Treasurer-Tax Collector generally anticipates holding the investment to maturity. 



The following table summarizes the County's investment portfolio as of December 31, 2003: 

SONOMA COUNTY POOLED INVESTMENT FUND 
PORTFOLIO STRUCTURE 
AS OF DECEMBER 31, 2003 

Cash in Vault 
Cashin Bank 

Amortized Cost/Book Value 
39,845 

22,520,570 
773,186,972 

19,999,056 
39,883,749 

176,154,607 

Percent of Portfolio 
0.01 

Other Governments 
Commercial Paper 
Treasury Bill Notes 
Corporate Bonds and Notes 
LAIF (State Pool) 
Mutual Funds 
CAMP 
Total* 

388,819 
99,720,242 
25 464 464 

$1,157,358,324 

* This does not include special TRAN investments & deferred compensation 

Source: County of Sonoma, Office of the Treasurer-Tax Collector 

1.95 
66.80 
1.73 
3.45 

15.22 
0.03 
8.61 
2.20 

100.00 

The structure of fixed and adjustable investments in the County Pool at December 31, 2003 consisted of the 
following: 

SONOMACOUNTYPOOLEDINVESTMENTFUND 
FIXED AND ADJUSTABLE INVESTMENTS 

Non-callable bullets 
Callable bullet 
Callable Straight Floaters 
Straight Floating Rate Instruments 

AS OF DECEMBER 31, 2003 

Amortized Cost/ 
Book Value 

$740,638,362 
141,435,000 
15,000,000 

237 724 543 
$1,134,797,905 

Source: County of Sonoma Treasurer-Tax Collector's Office 

%of 
Investments 

65.27% 
12.46 

1.32 
20.95 

100.00% 



The County's Investment Pool 

The Treasurer-Tax Collector manages the County's investment pool (the "County Pool") in which certain 
funds of the County and certain funds of other participating entities are invested pending disbursement. 
Amounts held for the County, school districts and special districts located within the County constitute 
approximately 99% of the County Pool The Treasurer-Tax Collector is ex-officio treasurer of each of these 
participating entities, which therefore are legally required to deposit their cash receipts and revenues in the 
County treasury. Under State law, withdrawals are allowed only to pay for expenses which have become due. 

Each governing board of school districts and special districts within the County may allow, by appropriate 
board resolutions, certain withdrawals of non-operating funds for purposes of investing outside the County 
Pool. None of the participating entities are currently using this authority. Some districts have from time to time 
authorized the Treasurer-Tax Collector to purchase specified investments for certain district funds to mature 
on predetermined future dates when cash would be required for disbursements. 

The County Pool is accounted for by the Treasurer at book value, which is based on amortized cost of 
purchase, including accrued interest added to the purchase price of an investment. During the County's 2002-
03 fiscal year, the average balance of the County Pool was $1,039,790,943, the highest balance at April 16, 2003 
was $1,274,620,544.66 and the lowest balance at October 11, 2002 was $924,826,755.58. The investment 
portfolio is not marked to market, but the market value of the portfolio is calculated and reported quarterly to 
the Board of Supervisors. The latest quarterly market calculations as of December 31, 2003 showed the book 
value of cash and investments as $1,157,358,324 with a market value of$1,161,385,464. For the quarter ended 
December 31, 2003, the average daily investment balance of the County Pool was $1,077,508,748 with total 
earnings, before deducting administration fees, of $6,444,220. The interest rate earned before fees was 2.373%. 
In accordance with the Treasurer-Tax Collector's investment policy, the next market calculations will be made 
for March 31, 2004 in April 2004. 



services, audit and any other costs as provided by Section 27013 of the Government Code. 
The deduction shall be adjusted to actual cost in the fourth quarter of the fiscal year. 

20. Review, Monitoring and Reporting of the Portfolio 
Quarterly, the County Treasurer will provide to the Pooled Investment Fund Oversight 
Committee, the Board of Supervisors and to any local agency participant a report on the 
Pooled Investment Fund. The report will list the type of investments, name of issuer, 
maturity date, par amount and dollar amount of the investment. For the total Pooled 
Investment Fund, the report will list average maturity, the market value and the pricing 
source. Additionally, the report will show any funds under the management of contracting 
parties, a statement of compliance to the Investment Policy and a statement of the Pooled 
fund's ability to meet the expected expenditure requirements for the next six months. 

Annually, the County Treasurer shall provide to the Oversight Committee a Statement of 
Investment Policy. Additionally, the County Treasurer will render a copy of the Statement of 
the Investment Policy to the legislative body of the local agencies that participate in the 
Pool. 

21. Limits on Honoraria, Gifts and Gratuities 
In accordance with California Government Code Section 27133 (d), et seq., this Policy 
hereby establishes limits for the County Treasurer, individuals responsible for management 
of the portfolios, and members of the Oversight Committee. Any individual who receives an 
aggregate total of gifts, honoraria and gratuities in excess of $50 in a calendar twelve month 
time period from a Broker/dealer, bank or service provider to the Pooled Investment Fund 
must report the gifts, dates and firms to the County Treasurer and complete the appropriate 
State forms. 

No individual may receive aggregate gifts, honoraria and gratuities in a calendar twelve (12) 
month time period in excess of $280. Any violation must be reported to the State Fair 
Political Practices Commission. 

22. Audits 
The County Auditor shall audit the County Treasurer's investment function for compliance 
with policy and state law. The results of this audit shall be reported on, at least annually, to 
the Treasurer and the Oversight Committee. In addition, the County Auditor shall perform a 
quarterly review of current investments and report any material non-compliance with the 
Investment Policy or state law. 

23. Exception to the Policy 
The County Treasurer, except as prohibited by state law, can make exceptions to the 
investment purchasing limits when he deems it in the best interest of all of the pool 
participants. All exceptions will be reported in the quarterly report. 

24. Investment of Bond Proceeds 
The County Treasurer shall invest bond proceeds using the standards of the County of 
Sonoma's Investment Policy. The bond proceeds will be invested in securities permitted by 
the bond documents. If the bond documents are silent, the bond proceeds will be invested in 
securities permitted by the County of Sonoma's Investment Policy. 



Broker/Dealers and Financial Institutions or broker/dealers in the State of California 
approved by the County Treasurer based on the reputation and expertise of the company 
and individuals employed . All Dealers and financial institutions must have a strong industry 
reputation and open lines of credit with other dealers. Further, these firms must have an 
investment grade rating from at least one national rating service, if applicable. 

Broker/Dealers and financial institutions which have exceeded the political contribution limits 
within a four year period to the County Treasurer or any member of the governing board of a 
local agency or any candidate for those offices, are prohibited from the Approved List of 
Broker/Dealers and Financial Institutions. 

Each broker/dealer or financial institution will be sent a copy of this Policy and a list of those 
persons authorized to execute investment transactions. Each firm must acknowledge receipt 
of such materials to qualify for the Approved List of Broker/Dealers and Financial 
Institutions. 

Each broker/dealer and financial institution authorized to do business with Sonoma County 
shall, at least annually, supply the County Treasurer with audited financial statements. 

17. Withdrawal Requests 
a. STATUTORY PARTICIPANTS - The County Treasurer will honor all requests to withdraw 

funds for normal cash flow purposes that are approved by the Sonoma County 
Auditor-Controller at a one dollar net asset value. Any requests to withdraw funds for 
purposes other than cash flow, such as for external investing, shall be subject to the 
consent of the County Treasurer. In accordance with California Government Code 
Section 27136, et seq., such requests for withdrawals must first be made in writing to 
the County Treasurer. These requests are subject to the County Treasurer's 
consideration of the stability and predictability of the Pooled Investment Fund, or the 
adverse effect on the interests of the other depositors in the Pooled Investment Fund. 
Any withdrawal for such purposes shall be at the market value of the Pooled 
investment Fund as of the date of the withdrawal. 

b. VOLUNTARY PARTICIPANTS - For outside participants who utilize Government Code 
Section 53684, where the County Treasurer does not serve as the agency's treasurer, 
any withdrawal request, with the exception of normal cash flow withdrawals, shall 
submit the request for withdrawal to the County Treasurer to determine the timing of 
the payout, in order that the withdrawal will not adversely affect the interests of the 
other depositors in the County Treasury Investment Fund. Withdrawals will be paid 
based upon the market value of the Pooled Investment Fund. If the Treasurer deems 
appropriate, the deposits may be returned at any time. 

18. Delivery and Safekeeping 
Delivery of all securities shall be either to the County Treasurer or to a third party custodian. 
No securities shall be held in the safekeeping of a broker/ dealer unless it is collateral for a 
reverse repurchase agreement. 

19. Apportionment of Interest and Costs 
Interest shall be apportioned to all pool participants quarterly, based upon the ratio of the 
average daily balance of each individual fund to the average daily balance of all funds in the 
Investment Pool. The amount of interest apportioned shall be determined using the accrual 
method of accounting, whereby interest will be apportioned for the quarter in which it was 
actually earned. The Treasurer shall deduct from the gross interest earnings those budgeted 
administrative costs relating to the management of the Treasury, including salaries and 
other compensation, banking costs, equipment costs, supplies, the cost of information 



!(See Section 12) 92 days II 20 II N/A 

!Medium Term Corporate Notes 5 yr. II 30 II A 

'Shares of a Mutual Fund 20 ICJ Aaa or AAAm 
or section 13 

lcollateralized Mortgage Obligations 5 yr. II 20 II AA 

!Joint Powers agreement II 5 yr. II 20 I 
10. Bankers Acceptance 

No more than 30 percent of the agency's surplus funds may be invested in the bankers 
acceptances of any one commercial bank pursuant to this section. 

11. Commercial Paper 

I 
I 

I 
I 

All commercial paper issuers must maintain an "Al" rating by Standard & Poor's Corporation, 
a "Pl" rating by Moody's Investor Service, or a "Fl" rating by Fitch Financial Services issued 
by corporations operating within the United States, and having total assets in excess of five 
hundred million dollars (500,000,000.00). 

12. Repurchase and Reverse Repurchase Agreements I Lending Agreements 
Under California Government Code Section 53601, Paragraph (I) and Section 53635 the 
County Treasurer may enter into Repurchase Agreements and Reverse Repurchase 
Agreements/ Lending Agreements. The maximum maturity of Repurchase Agreements shall 
be one year. The maximum maturity of a reverse repurchase agreement shall be 92 days, 
and the proceeds of a reverse repurchase agreement/ lending agreements may not be 
invested beyond the expiration of the agreement. The reverse repurchase agreement/ 
lending agreements must be "matched to maturity." 

13. Shares of a Mutual Fund 
A Mutual Fund managed by an investment adviser registered or exempt from registration 
with the Securities and Exchange Commission with not less than five years' experience 
investing in the securities and obligations authorized by Government Code Section 53601, 
subdivisions (a) to (j), inclusive, or subdivisions (m) or (n) and with assets under 
management in excess of five hundred million dollars ($500,000,000.00). 

14. Joint Power Agreement 
With approval of the Board of Supervisors, the Treasurer is allowed to enter into a Joint 
Power Agreement with governments whose policies are consistent with or more restrictive 
than Sonoma County's Statement of Investment Policy. 

15. Collateral 
Repurchase agreements executed with approved broker-dealers must be collateralized with 
either: (1) U.S. Treasuries or Agencies with a market value of 102% for collateral marked to 
market daily; or (2) money market instruments which are on the approved list of the County 
and which meet the qualifications of the Policy, with a market value of 102%. Use of 
mortgage-backed securities for collateral is not permitted. For purposes of investing the 
daily excess bank balance, the collateral provided by the County's depository bank can 
include mortgage-backed securities valued at 100%. 

16. Criteria for the Selection of Broker/Dealers and Financial Institutions 
All transactions initiated on behalf of the Pooled Investment Fund and Sonoma County shall 
be executed through either government security dealers reporting as primary dealers to the 
Market Reports Division of the Federal Reserve Bank of New York, financial institutions that 
directly issue their own securities which have been placed on the Approved List of 



5. Participants 
a. STATUTORY PARTICIPANTS - General Participants are those government agencies 

within the County of Sonoma for which the Sonoma County Treasurer is statutorily 
designated as the Custodian of Funds. 

b. VOLUNTARY PARTICIPANTS - Other local agencies, such as Special Districts and Cities 
for which the Treasurer is not the statutory designated Custodian of Funds may 
participate in the Pooled Investment Fund. Such participation is subject to the consent 
of the County Treasurer and must be in accordance with the California Code Section 
53684, et seq. The agency must approve in writing the Sonoma County Pooled 
Investment Fund as an authorized investment and accept the County of Sonoma 
Investment Policy. 

6. Authorized Persons 
The Sonoma County Board of Supervisors, by resolution, has delegated investment 
responsibility for the Sonoma County Investment Program to the Treasurer-Tax Collector. 
Daily management 
responsibility of the investment program has been assigned to the Assistant Treasurer. The 
Treasury Manager is also authorized to initiate investment transactions. 

All investment decisions shall be made with care, skill, prudence and diligence, under the 
circumstances then prevailing, that a prudent person, acting as a trustee, in a like capacity 
and familiarity would use in the conduct of funds of a like character, and with like aims, to 
safeguard the principal and maintain the liquidity needs of depositors. 

7. Authorized Investments 
Authorized investments shall match the general categories established by the California 
Government Code Sections 53601, et. seq. and 53635, et. seq. Authorized investments shall 
also include, in accordance with California Government Code Section 16429.1, investments 
into the State Local Agency Investment Fund (LAIF). As the California Government Code is 
amended, this Policy shall likewise become amended. 

8. Prohibited Investments 
No investments shall be authorized that have the possibility of returning a zero or negative 
yield if held to maturity. These shall include inverse floaters, range notes, and interest only 
strips derived from a pool of mortgages. 

9. Investment Criteria 

I Name Maximum 
I 

% of 
Rating Maturity Pool 

U. S. Treasury and 5 yr. I~ N/A Agency Securities 

!Bonds issued by the local agencies 5 yr. 100 N/A 

Registered State Warrants and 5 yr. ~ N/A Municipal Notes 

Bankers Acceptances 180 days ~I N/A (See Section 10) 

Commercial Paper 270 days ~I Al+, Pl, or Fl 
(See Section 11) 

!Negotiable Certificates of Deposit 5 yr. 30 II N/A 

Repurchase Agreements (See 1 yr. ~I N/A Section 12) 

!Reverse Repurchase Agreements II II 



Investment Policy 
Under the authority delegated to the County Treasurer by the Board of Supervisors to invest and 
reinvest all of the funds in the County Treasury and, in accordance with the California Government 
Code, the following sets forth the investment policy of the County of Sonoma: 

1. Policy Statement 
The purpose of this Investment Policy (Policy) is to establish cash management and 
investment guidelines for the County Treasurer, who is responsible for the stewardship of 
the Sonoma County Pooled Investment Fund. Each transaction and the entire portfolio must 
comply with California Government Code Section 53601, et. seq., Section 53635, et. seq., 
and this policy. All portfolio activities will be judged by the standards of the Policy and 
ranking of investment objectives. 

2. Standard of Care 
The County Treasurer is the Trustee of the Pooled Investment Fund and, therefore, a 
fiduciary subject to the prudent investor standard. The County Treasurer, employees 
involved in the investment process and the members of the Pooled Investment Fund 
Oversight Committee (Oversight Committee) shall refrain from all personal business activity 
that could conflict with the management of the investment program. All individuals involved 
will be required to report all gifts and income in accordance with California State law. When 
investing, reinvesting, purchasing, acquiring, exchanging, selling and managing public funds, 
the County Treasurer shall act with the care, skill, prudence and diligence to meet the aims 
of the investment objectives listed in the Policy. 

3. Investment Objectives 
The Pooled Investment Fund shall be prudently invested in order to earn a reasonable 
return, while awaiting application for governmental purposes. The specific objectives for the 
Pooled Investment Fund are ranked in order of importance: 

a. SAFETY OF CAPITAL - The preservation of capital is the primary objective. Each 
transaction shall seek to ensure that capital losses are avoided, whether they be from 
securities default or erosion of market value. 

b. LIQUIDITY - As a second objective, the Pooled Investment Fund should remain 
sufficiently flexible to ensure the County Treasurer meets all operating requirements 
which may be reasonably anticipated in any depositor's fund. 

c. MAXIMUM RATE OF RETURN - As the third objective, the Pooled Investment Fund 
should be designed to attain a rate of return through budgetary and economic cycles, 
consistent with the risk limitations, prudent investment principles and cash flow 
characteristics identified herein. 

4. Implementation 
In order to provide direction to those responsible for management of the Pooled Investment 
Fund, the County Treasurer has established this Policy and presented it to the Pooled 
Investment Oversight Committee and the Board of Supervisors, and has provided the report 
to the legislative body of local agencies that participate in the Pooled Investment Fund. 

The Policy defines investible funds; authorized instruments; credit quality required; 
maximum maturities and concentrations; collateral requirements; qualifications of broker
dealers and financial institutions doing business with, or on behalf of, the County; limits on 
gifts and honoraria; the reporting requirements; the Pooled Investment Fund Oversight 
Committee; the manner of appropriating costs; and the criteria to request withdrawal of 
funds. 



QUARTERLY REPORT AND CERTIFICATION 
OF THE COUNTY TREASURER 

For Quarter Ending March 31, 2004 

The Government Code requires the County Treasurer to render a Quarterly Report to 
the County Administrator, the Board of Supervisors, the County Auditor, the Treasury 
Oversight Committee, and the participants of the Treasury Pool. 

The Quarterly Report shall state compliance of the portfolio to the County Investment Policy 
and denote the ability of the pool to meet its pool's expenditures for the next six months, or 
provide an explanation as to why sufficient money shall or may not be available. 

COMPLIANCE CERTIFICATION 

I certify that the investments of the Sonoma County Investment Pool are in 
compliance with the County Investment Policy. 

I further certify that the pool has sufficient cash flow available to meet all budgeted 
expenditure requirements for the next six months. 

Robert Boitano 
Assistant Treasurer 
County of Sonoma 



Construction Activity 

The following table summarizes historical residential building permit valuation for the County. 

(a) 

(b) 

(c) 

As of January I. 

1999 
2000 
2001 
2002 
2003 

Does not include alterations and additions. 
Includes all residential building activity. 

SONOMA COUNTY 
Residential Building Permit Valuation 

(Dollars in Thousands) 

3,036 
2,505 
2,583 
1,928 
2,252 

Valuation(<) 

$408,199 
369,134 
333,896 
279,414 
394,616 

Source: "California Building Permit Activity," Economic Sciences Corporation. 

Commercial Activity 

The following table summarizes historical taxable transactions in the County. 

1998 
1999 
2000 
2001 
2002 

Source: State Board of Equalization. 

SONOMA COUNTY 
Taxable Transactions 

(Dollars in Thousands) 

16,195 
16,337 
16,291 
16,612 
16,779 
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Taxable Transactions 

$5,383,612 
6,017,754 
6,823,544 
6,819,365 
6,702,865 



, 

Major Employers 

The following table summarizes the major employers in the County. 

Employer 

Agilent Technologies Inc. 
Sonoma Developmental Center 
Santa Rosa City School District 
Medtronic Ave Inc. 

JD Uniphase 

State Farm Mutual Automobile 

Cisco Systems Inc. 
Kaiser Medical Center 
Santa Rosa Junior College 
Safeway Food & Drug 
Washington Mutual Bank FA 
Advanced Fibre Communications 
Cotati-Rohnert Park Unified School District 
Amy's Kitchen Inc. 
Santa Rosa Memorial Hospital 
Fairmont Mission Inn & Spa 
Home Depot Inc. 
Sonoma Valley Unified School District 
New York Times Press Democrat 
Sonoma Valley Hospital 
Illuminations 
Sonoma State University 
Exchange Bank 
Legacy Marketing Group 

Alcatel USA Inc. 

SONOMA COUNTY 
Major Employers 

Product/Service 

Manufactures test & measurement equipment, electronic components 
Rehabilitation hospital specializing in developmentally disabled individuals 
Public school district 
Manufactures medical diagnostic & surgical instruments & apparatus 
Designs & manufactures optical thin film coated components on both rigid & 
flexible substrates 
Regional offices of a direct automobile, fire, life, health & homeowners' insurance 
services 
Provides telecommunications equipment engineering services 
Medical & surgical hospital 
4 year college 
Retail grocery store 
Mortgage & loan services 
Manufactures telecommunication digital loop carriers 
Public school district 
Manufactures organic frozen foods 
General medical & surgical hospital 
Full service hotel 
Retail home improvement store 
Public school district 
Daily newspaper publishing 
General medical & surgical hospital services 
Retail candles 
4 year college 
Administrative office for State commercial bank 
Life insurance & annuity products marketing services 
Manufactures, researches, develops & markets next generation loop carrier 
equipment 

Source: 2003 Harris InfoSource, January 2004. 
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Employees 

3,900 
2,600 
1,600 
1,500 

1,230 

1,200 

1,000 
1,000 
1,000 

949 
750 
680 
630 
600 
600 
600 
550 
535 
450 
445 
420 
400 
400 
400 

400 



The following table summarizes the historical numbers of workers in the County, by industry. 

SONOMA COUNTY 
Estimated Number of Wage and Salary Workers by lndustry<aJ 

(in thousands) 

1999 2000 2001 

Agricultural 6,400 6,900 7,000 
Natural Resources and Mining 400 400 300 
Construction 11,900 13,100 13,700 
Manufacturing 29,200 30,200 30,400 
Trade, Transportation and Utilities 33,200 33,600 34,100 
Information 3,600 4,100 4,500 
Financial Activities 10,000 10,200 10,400 
Professional and Business Services 19,500 20,600 20,000 
Educational and Health Services 21,100 22,000 22,900 
Leisure and Hospitality 17,500 17,900 18,700 
Other Services 6,300 6,400 6,800 
Government 26 600 27 600 28,000 

Total All Industries ~ ~ ~ 

2002 2003 

6,500 5,700 
300 300 

13,300 12,800 
27,300 25,200 
34,100 33,700 
4,200 3,900 

10,300 10,400 
19,000 18,800 
23,300 22,700 
19,700 19,700 

6,700 6,400 
28 000 26 800 

~ ~ 

(a) The industry employment data are now based upon the North American Industry Classification System (NAICS). Newly released data are not 
comparable to the data based on the Standard Industrial Classification (SIC). This table reflects NAICS figures Items may not add to totals 
due to independent rounding. March 2003 Benchmark. 

Source: California Employment Development Department, Labor Market Information Division. 
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Introduction 

SONOMA COUNTY 
ECONOMIC PROFILE 

Sonoma County (the "County"), one of California's 27 original counties, is located approximately 40 
miles north of San Francisco. The County is the northernmost of the nine greater San Francisco Bay Area 
counties. Bordered on the north and east by Mendocino, Lake, and Napa counties and to the west and south by 
the Pacific Ocean, Marin County, and San Pablo Bay, the County encompasses 1,598 square miles. 
Geographically, the County is divided almost equally into mountainous regions, rolling hills, and valley land. 
Three narrow valleys, separated by mountains, run northwest to southeast. Elevations range from sea level to 
4,262 feet at Mt. St. Helena, where Sonoma, Napa, and Lake counties converge. 

Population 

The following table summarizes population figures for the County. 

2000 
2001 
2002 
2003 
2004 

SONOMA COUNTY 
Population 

Source: Adjusted January 1 estimates provided by the State Department of Finance. 

Employment 

Sonoma County 

458,614 
463,900 
468,000 
469,500 
472,700 

The following table summarizes historical employment and unemployment in the County. 

SONOMA COUNTY 
Civilian Labor Force, Employment and Unemployment 

Annual Averages 

Civilian Labor Force<•) 
Employment 
Unemployment 

Total 

Unemployment Rate<b) 

1999 

244,100 
6,700 

250,800 

2.7% 

<•l Based on place of residence. Based on a March 2003 benchmark. 
(bl The unemployment rate is calculated using unrounded data. 

2000 2001 

250,100 253,900 
___§.,filill ~ 

256,900 261,600 

2.6% 2.9% 

Source: California Employment Development Department, Labor Market Information Division. 
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250,500 
11,900 

262,400 

4.5% 

244,800 
12,600 

257,400 

4.9% 
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CUSIP lnvt11tm•nt# lnuw Pate aookValue Par Value M111k1t Value Rat. 360 365 Elate Maturity .. 
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Commercl11I Paper Disc. ·Amartrzlng 
~ .t497W0Ff1 12358 ING FUNDING 12I03'2003 29,939,608.33 30,000,000.00 29,947,800.00 1.190 1.197 1'.213 Ot!f0\12004 61 ;,.c 

4497WOF11 12363 ING FUNDING 1210511009 29.939,508.33 30,000,000.00 29,947.600.00 1.190 l.197 1.213 061U1/2004 61 
""" 4497WOG28 12471 ING FUNDING 01/08Q004 24,929,722.22 25,000,000.00 24,934,750.00 1.100 1.105 1.121 071D2f2<11M 92 0 
oc, 

4497WOE38 12486 ING FUNDING 01M5120D4 19,981.511.11 20.000,000.00 19,981,4011.00 1.040 (,043 1.057 05/03/2004 32 ..., 
(lo 

4497WOG10 12557 ING FUNDING om1mo4 12)365,!JaS.75 13.000,000.00 12.966,::WO.OO i.035 1.038 1.~ 07/011.2004 91 oc, 
co 

4497WOHX9 12sn ING FUNDING 03f10,l'.M)04 24,8S9,694.45 25,000,000.00 24,692,500.00 1.045 1.050 (;064 08/3112004 152 ..., 
-~ 

44977RGD3 125~ ING FUNDING OJ/1 fi/2-004 29,910,733.34 30,000,000.00 29,697, IOO.OO 1.()40 1.043 1,058 07/1312004 103 ..... 
4497WOJA7 12698 ING FUNDING 03tl912004 24,800,750.00 26,000,000.00 24,685,000.00 1.060 1.085 1.080 OOJi0/2004 16:2 
4497WOJA7 12608 ING FUNDING 0312.fi/2004 19,904, 150.00 20.000,000.00 19,908,000,00 1.065 1.070 f.085 OS/10/200-4 162 
90262CG76 12A74 UNION BANK OF SWITZERLAND Of/091200-4 24,9.29,270.83 25,000.000.00 24,931,250.00 1.050 1.056 1.070 07J07/2004 97 
\ou2ce31 125'95 UNfON SANK OF SWITZERLAND 03/1912004 14,986.553.83 16,000,000,QO f4,985,150.00 1.010 1.011 1.025 05/03/2004 32 ------

SUbtotal and Average 692~2,812.06 89",000,000.00 692,28'-871>.00 1.059 1.074 88 
n 

Federal Agency Disc. -Amarilzlhg 0 

313312E.tl8 12462 FED FARM CREDIT 01105/2004 22,6117,636.67 23,000,000.00 22,898,799.45 1.140 1,163 1.179 09/tl2/2004 154 ~ 313312ASS 12470 FED FARt.t CREDIT 0111)8/2()04 24,904,750.00 26.000,000.00 24,000,999,BS 1.080 1.100 1.115 08/0812®' 127 

3f3384XS3 12367 FHLB DISCOUNT 12/0&'2003 49.l!00,444.45 50,000,000.00 -49,910,003.&5 1.120 1.126 U41 oa/(1412004 64 0 
'Tl 

3t3396YF4 12420 FHlMCNOTES 12118f21ll)3 34,918,027.08 35,000,000.00 34,926,497 .66 1.095 1.101 1.116 Ofi/17f2.004 77 Cl) 

313396Yi=4 12421 FHLMCNOlES 12/1812003 39.905,888.89 ~0.000,000.00 39,915.997.32 1.100 1.106 1.121 08(1712(104 11 

~ 3133961\60 12520 FHLMCNOTES 02/0412004 21,918, 160.00 22.000.000.00 21,922.996.66 1.080 1.085 1.100 08/D3l2004 124 
313396W.Jil 12180 FHLMC DISCOUNT O!ll26/2003 2,4,975.44>4.45 25,000,000.00 24,977,500.93 1.105 1.126 1.141 Osro3121104 32 (') 

31339SYIO 12334 FHLMC DISCOUNT 11/2412003 19,948,260.00 ::w.000.000.00 19,954,000.86 1.lSO 1.171 1.188 06f.Z1/2004 81 5 313396A60 12523 Fl-lU.<C DISCOUNT 0210~04 15.257,031.92 15.314,000.00 15,260,400.07 1.080 1.065 ,.100 08(0312004 124 > 
3l3396A60 12529 FHLMC DISCOUNT 02/10/2004 19,825,944,44 20.000,000.00 19,929,996.78 1,075 1.080 1.(){15 08/09(2004 124 

313588XX8 12362 FNMA NOTES 12/11/201)3 42,908.105.41 -43.000,000.00 42,918,296.97 1.115 1.121 1.136 Ofi/l1912(l04 69 

3135&8ZV4 12512 FNMANOlES OU02/2004 34,877,247.22 35,000,000.00 34,884,499.37 1.070 1.075 1.090 07{2812()04 118 
3135811){1(6 11916 FNMA DISCOUNT NOTE ()(i/25/2003 39,943,000.00 40,000,000,00 :!9,935,998.52 o.aoo 0.921 0.933 0512812Q04 57 
313586WV3 12230 FNMA DISCOUNT NOTE 10/17/2003 24,965,958.33 25,000.000.00 24,.970,001.23 1,140 1.166 1.162 05/14/2004 43 
31:J58BYK5 12525 FNMA DISCOUNT NOTE {1/2012003 49,870,626.00 60,000.000.00 49,865,002.15 1.100 1.172 1.188 om112004 81 
3135118£35 12567 FNMA DISCOUNT NOTE 03/0412004 49,773;1187.50 50,000,000.00 49,779,998.80 l.065 1.070 1.085 09/()1/2004 153 

· Subt~tal and Awrag• 516,31!0,401.36 518,314,000.00 516,979,9!16.27 t.102 1.117 91 

Tatd ln¥t:Stments and Average 3,204,.274,541.95 3,2°',099,00IJ.OO 3,215,393,673.12 u2e 1.651 378 
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Federal Asert<;y Issues - Coupon 
NI 

3136F.ft,1A9 12233 FNMA CAU.ABLE 10/2:0J20:>S 12,S00,000.00 12,900,000.00 12,908.062.50 2.250 2.219 2,250 01/20l2006 659 ~ 
31S6f.(t,IA9 12234 FNMA CAUABLE 10i'20fl0:>3 15,825,000.00 15,825.000.00 15,834,690.63 2.250 2.219 2.250 01/20/2006 659 .,;;.. 
31:ISFAWI 12235 FNPAA CAI.I.ABLE ,10l20/20ll3 24,000,000.00 24,000,000.00 27 ,676,560.00 2.020 t.992 2.020 111/2012005 567 0 

0, 

3136F4PE8 12257 FNMA CALLABLE 10J2al2003 1 O,llOO,OD0.00 10,000.000.00 10.046,875.00 2.050 2.021 2.050 1012612005 575 N 
0, 

3136F4<lB3 12259 FNMA CALLABLE IOl2812003 26,425,000.0D 20,425,000.00 2&,581,SSOM 2.2fi0 2.229 2.260 10128ll005 575 0, 
(0 

31359MTK1> 12316 FNF.IA CALLABLE f111812003 15,011,Seti,41 15.(100,000.0D 15.1)34,791.67 2.125 2.175 2.205 10f14/2005 561 N 
~ 

3l36F5AA9 12549 FNMA. CALLABLE 02/W2004 10,000,000.00. 10,000.000.00 10.046,875.00 2.~50 2.515 2.560 IW24/2006 875 ....i 

Sublellll and Avar1ge 1.69.5,425,156.82 1,694,285,000.00 1,704,3i3,SB3..15 1.862 U91J 555 

Treasury Securities • Coupon 

9128277F3 11744 U.S. '1'REASURY NOlES 04116/2003 25,668,962.47 25,00D,000,00 :00,054,667.50 3.500 2,383 2.427 11115/20011 SSS 
91~28BBS 11894 U.S. lREASURY NOlES 0611et2003 25.006.985.23 25,000,000.00 25,015.625.00 1,250 1.208 1.225 05131'2005 425 
912.&.2llBC3 11925 U.S. TREASURY NOTES 06f30f2003 49.(144,391.24 50,000,DOO.OO 49,95G, 1t.5.0D f.126 1..380 1.879 O&l3M005 455 (") 

912&28BE9 1207S U.S. TREASURY NOTES 06/22/2009 24,872,812.72 25,000,000.00 25,085,'&37.50 1.500 1.86S 1.891 0713tl20D5 488 0 

912a268l34 12226 U.S. TREASURY NOTES t0/16/2003 24,946,208.48 25,000,000.00 25.117,187.!iD 1.625 1.747 1.771 09r.Wfl(J05 541 ~ 
Subtotal and Aver•~ 1!50,l!B,360, f,4 1!0,000,DOO.OO . Hl1,226,1&2.50 '!.659 1.682 !56 

0 

Commercial Paper Disc. ·Amortl.z.1ng "i:I 

\7307JHZ1 12516 CITIGROUP 
(h 

0210312004 15,941,506.66 16,000,000.00 15,944,320.00 1.070 1.075 1.090 08l02J20CM 1213 > 
'7307JF23 12540 CITIGROUP 02/1812004 34,937,311.11 35.000.000.00 34,937,700.00 1.040 1.049 1.057 08/02'2004 62 ~ 
17307JG22 12542 CITIGROUP 02119/2C04 24,932,916.67 25,000.000.00 24J)34.750,00 1.050 1.0S4 1.065 07(02/2004 92 
17307JGW6 12513 ClllGROUP 0311012004 34,B78,6fl6.86 35,000,000.00 34,Ba 1.000.on l.040 1.<M4 1.058 07f.30/2-004 120 

(') 

5 17307JHX3 12589 CITIGROUP 03/17/2004 24;6&1>,222.22 25,000,000,00 24,892,500.00 1.040 1.045 1.059 08/31/2004 152 
17307JE40 12592 CITIGROUP 03/1812004 19,981.300.00 20,000,oon.oo 19,9,80,800.00 1.020 1.021 \.035 0510412004 33 

;i,. 

11307JFP2 12600 CITIGROUP 0312312004 49,881.263.89 50,000,000.00 "9,852,000.00 1.030 1.002 1.047 06123/200l 89 

25153JG96 12484 DEUTSCHEBANK 01M512004 24,927,812.50 2s..ooo.ooo.oo 24,929,750.00 1.050 1.055 1.070 07/09ra004 99 
2521EOFW2 12607 DEXIA 0312512004 49,871,$75.00 50,000,000.00 49,872.000.00 1.025 1.027 1.042 <J8,SMOD4 so 
35959HH~ 12525 GENERAL ELECTRIC 0210512004 9,9tl2,111.11 10,000,000.00 9,S&t,900.00 1.100 1.106 1.12t 08/03/2004 124 
36959HJ16 1257-4 GENERAL ELECiRIC 03MOl2004 19,910,750.00 20,000,000.00 19,913,400.00 1.050 1.055 1.070 09/01/2004 153 
36959HD12 12623 GENERAL ELECTRIC 03(.U/2004 35.000,000.00 35,000..000.00 35,000,000.00 1,020 1.020 1.034 04{01/2004 0 
36959H012 12524 GENERAL ELEClR(C 03/3112.0M so.000,000.00 50,000.000.00 50,000,000,00 1.020 1.020 1.034 04/01/2004 0 
3967XOHH5 12564 GREENWICH CAPrtAL 03l03f200• 19,9l7,200.00 2-0.000.000.00 19,922.000.00 1.080 1.085 l.100 081'17/2004 138 
3967XOFPD- 12599 GREENWICH CAPITAL 03/22/2004 19,952,505.55 20,000.000.00 19,952,800.00 1.030 t,032 1.047 Ofi/231l004 83 
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F11deral Agency lssuH • Coupon 
~ 3134MRV8 12432 FHLMCNOlES 12/1912003 20.066,217.62 w,000.000.00 20, 106,250.00 1.875 1.430 1.450 01/1512()05 289 ;..,i 

3184A41.XO 12434 FHLMCNOTES 1212212003 35,535,196.78 35,000,000.00 55,576,284.72 3.250 1.292 l.310 11115'200.C 228 ... 
3128X1U88 12465 FHLMCNOTES 01/06/2004 87,970,240.03 37,855,000.00 ;ia,043, 1se.29 2.050 2.128 2.157 10/14/2006 561 0 

00 

3133XSXB4 1255'1 FHLMCNOTES 02/2612004 12,750,000.00 12,750,000.00 12,761.S53.13 1,850 1.82.4 1.850 08121i.12(l05. 512 N 
00 

3128X1LY1 i1919 FHLMC CALLABLE Olll2612003 20.000,000.00 20,000,000.00 20,035,47e.74 2.300 2.268 2.300 12/W.2006 1199 Oo 
(0 

"3128X1RH2 11981 FHLMC CALLABLE 071141'2003 10,000,000.00 10.000.000.00 10,021,209.72 2,125 2.095 2.125 07/1412006 834 N 
c.t 

3123X1T49 \2197 FHLMC CALLABLE 10/0112003 25,000,000.DO 25,000.000.00 25,031.600.95 1.75"0 1.726 1.750 0812812005 <153 .... 
3128X13P.f7 12258 FHLMC CAU.ASl.E 10128/2003 20,000,000.00 20.000.000.00 26,016.159.06 2.290 2.258 2.290 10121112005 575 
3128X15P8 12284 F.HUdC CALLABLE 11/1M003 12,250,000.00 12..250,000.00 12,329,906.51 2.250 2.219 2.250 11/10(2005 SSB 
3128X15P8 12295 FHUAC CALLABLE 11110/2003 20,650,000.00 20.650,000.00 20,784,699.54 2.250 2.219 2.250 11110/2005 588 

3128X2JT3 12453 FllUdC CALlABLE 12JJ0/2003 9,997,269.97 10.000,000.00 10,075,329,59 2.200 2.185 2:216 12r.10t2005 638 

3126X2KL8 12473 fl{LMC CALLABLE 01/0912()04 10,000.000.00 10.000.000.00 10,029,710,39 2.300 2.268 2.300 OI/DM006 648 

3128X2LTO 12496 FHLMC CALLABLE 01123/2004 10.000,000.00 10,000,000.00 10,036,160,28 2.375 2.342 2.375 Oll23n006 (i62 (')• 

0 
312BX2PN9 12503 FHLMC CALI.ABLE 01127/2004 20,000,000.00 20,000,000.00 20.050,72(1.22 2.0iO 1.962 2.010 01127'2008 till6 

~ 312BX2TU9 12536 FHlMC CALI.ABLE 02/17/.2004 10,000.000.00 10,000,000.00 10.035,260.01 2.150 2.120 2.1.50 02/17/.2006 e87 
3t28X1GF6 12602 FHLMC CALLABLE G312312004 5,034.062.50 5,000,000.00 5,039,&97 .46 2.250 2,218 2-.248 1:2/04ml06 877 

0 
3128X22W4 12$18 FHLMC CALLABLE amfl/2004 10,000.000.00 10,000,000.00 10,035, 729.98 2.400 2.367 2.400 03IZ'al2007 1,092 "U 

31311FSHW9 11719 FNMA CAUABLE 04J08/2003 25,000~000.00 25,000,000.00 26,007,812.50 2.000 1.972 2.000 04JOBl2005 872 (./.I 

31S6f3KL9 11734 FNMA. CAUABLE 04JW2003 24,987 ,999.13 25,000,000.00 25,007,612.50 2.170 2.172 U02 10/1412005 561 ~ 3136F3KL9 11735 FNMA. CALI.ABLE 0411412003 25,000,000.00 25,000,000.00 25,007,812.50 2.170 2.140 2.170 10/1"f/200S 561 
3136F3PT7 11798 FNMA CALLABLE. 04130'2003 35.000.000.00 35,000,000.00 35,032.812,SO 2.280 2.248 2.280 1012912005 576 0 

8136F3PH3 11609 fNMA. CALLABLE 05/0512003 30,000,000.00 30,000,000.00 ~.1)18.7$0.00 2.050 2.022 2..050 08([16/2005 491 ~ S136F3E85 11934 FNMA CALLABLE 07lll2n003 20,000,000.00 20,000.000.00 t9.S61,250.00 1.625 1.602 1.62-1 1mot2005 638 
3136F3E3fi 11S45 FNMA CALLABLE 07l08/2003 10.000,000.00 10.000,000.00 10,003, 125.00 1.450 1.430 1.450 07/oal2005 463 

3138F8G34 11946 FNMA CALLABLE 0711l812003 20,000,-000.00 20,000,000.00 1U9G,760.00 uoo 1.380 1.400 07/0812005 '463 
~138F3l87 11947 FNMA CALLABlE 07roat.2003 24,992,065.97 25,000,000.00 25.0 55,625.00 t.500 1.504 1.525 0710812005 463 
3135"9t,fSE4 12016 FNMA CALLABlE 07/30f2003 24,622.807.85 26,000,000.00 24,667, 187 • .SO 1,7-50 2.428 2.462 06/1612006 805 

3136F4AL8 12076 FNMA CALLABLE 08/2612003 10,000,000.00 10.000.000.00 10,031,250.00 2.061J 2.031 2.060 0812612005 512 

31359MRJ4 12100 FNMA CALLABLE OOJ0312003 24, 795,585.11 25,000,000.00 25.007.312.50 2.376 2.755 2.794 0411312006 742 

3136f30Q2 12127 FNMA CALLABLE 091Ulf2003 14,506.817,76 14,600,000.00 14,613,687.50 2.125 2.110 2.139 1110712005 565 
3136F4LE 12188 FNMA CALLABLE 09J2at2.003 20.000,000.00 20,000,000.00 20,050.000.00 2.200 2.169 2.200 1212912005 637 
3136F4KY9 12.208 FNMA CAllAB,_E 1010712003 9,625,000.00 9,625,000.00 9,625,000.00 2.500 2.4ti5 2.500 04/U7ta006 736 

Portfolio SCLC 

Run On: 041161'2t<M • 13:16 
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~ 3133tlPW5 12505 FARM CREDIT CAil.ABLE 0112612004 10,000,000.00 10.000,000.00 fO, I 00,000.00 2.560 2.524 2.560 07/2B/200B 848 M 

3133MUJS5 12066 FHLBNOTES -cl812 f/2-003 20,084.886.67 20,00D,000.00 20, 137,500.00 2.125 1.495 1.516 12/1512004 258 ~ 

3133lAYX04 11868 FHLB CALLABLE 06'05f2000 23, 105,000.00 23, 105,(100,00 23,155,542.19 2.6tl0 2.564 2.600 12/0512006 978 0 
00 

3133M'r'WS2 11869 FHLB CALI.ABLE 06/0&2003 18,803.552.38 13,& 10,000.00 13,835,893,76 2.500 2,.(64 2,518 00,0512006 887 N 
00 

31339X7L2 11890 FHlB CALUBLE 06117/2003 25,000,000,00 25,000,000.00 25,015,625.00 1.625 1.602 1.625 Olil17120!>5 442 00 

- (0 

31:J39YDG4 11951 FHI.B CALLABLE 07/09/2003 9,000,000.00 9,000.000.00 8,980,312.50 1.550 1.523 1.550 0110.!il/2006 648 N 
Co» 

31339XZX5 11952 FHlB CALLABLE 07/00J2003 :ro,000.000.00 20,000,000.00 20,00MOO.OO 1.750 i.627 1.650 01/0912006 648 ...... 

31339YP63 11977 FHLB CAI.LABLE 07/2.112003 10,000.000.00 10.000,000.00 10,003, 12$,00 1.500 1.479 1;soo OTJ21W05 476 

31339YDE9 119&2 FHLB CALLABLE 07f22/2003 20.000,000.00 20.000.000.0:> 20,000.000.00 1.450 l.430 1.il50 0712212.005 477 

31339YV74 12015 FHLB CALLABLE 07/30l2003 50,000,000.00 50,000.000.0:i 50,078, 125,0D 1.844> l.814 1.1340 01180J2006 669 
31339XXH2 12030 FHLB CALLABLE 08/05/2003 19,763,670.52 20,000,000.0J 20,006,250.00 1.700 2.366 2.899 12130/2005 638 

3133X03J6 12043 FHLB CALLASLE Oe/11/2003 18,591,405.10 18,635,000.0!) 18,658.200,75 1.660 1.810 1.836 08/1(/2005 497 
3133X14G9 12192 FHLB CALLABLE 0913012003 10.000.000.co 10,000.000.00 10,058.250,00 2.330 2.298 2.330 09i30J2005 547 (") 

2-4.990,036.99 07123.f2004 
0 

a.'31339YCK6 12201 FHLB CALLABLE 100112003 25,000,000.00 l5,000,000,00 1.035 1.(47 1.163 113 

~ 3133X1GU5 12218 FHLB CALL.ABLE i0,1~12003 10,000,000.00 10,000,000.® 10,043,750.00 2.040 2.012 2.IMO 10/14/2005 S&I 

3133X1GUS 12219 FJ:ILB CALI.ABLE 10/1412003 20.000.000.00 ~.000,000.oa 20,087.500.00 2.040 .?.012 2.IMO 10/1412005 SIU 

12406 FHLB CALLABLE 1211612003 10.200.000.00 1a,200,ooo.oo 18,.228,437.50 2.000 1.973 2.000 09tf6120t>S 533 
0 

81l3X2KQ7 "1j 

313"3X35F6 12482 FHLB CALI.ABLE 01i1412004 25.000,000;00 25,000,000.00 25,062,500.00 2.050 2.022 2.~ 10l14J2005 561 (/.I 

3133X37HO 12489 FHLB CALLABLE 0112012004 5.000,000.00 5,000,000.CIO 5,010.937..SO 2.350 2.317 2.350 01/2(1/2006 859 ~ 3133X3132e 12506 FHLB CALLABLE 01/28i20(!4 24,769,083.44 24. 790,000.00 24.605,493. 75 2.070 2.o.96 2.1.25 10/2812.005 575 
3133X3P31 12519 FHLB CALLABLE 02/03/2004 12,299,004.04 12.300,000.00 12.301,220.83 1.300 1.310 1.328 02/2312005 328 (") 

3133X3USO 12524 FHLB CALLABLE 02100/20D4 20.000.000.00 20.000.000.00 20,012,500.00 1;470 1.450 1.470 02/2.612005 338 r;: 
3133X'3LG& 12584 fHLB CALLABLE 02/12/2004 20,000,000.0iJ 20~000,000.00 20,02S,OOO.OO 1.640 1.617 1.640 08/12J2005 498 ~ 
3f33X3TS2 ,2555 AiLB CALLABLE 02126/2004 10,000.000.00 10,000,0DO.OO 10,025,000.00 1.840 t.Gt4 1;1340 CIB/'26'2005 512 
31339VU83 !2581 fllLB CAUABI.E 03f15l2004 10,034..800.00 10,000,000.00 10,037,925.00 2.160 2.129 2.159 07/17/2006 837 
31S3X4LN9 '256& FHLB CAL\ABLE 03/17/2-004 10,000,000.00 10,000,000.00 ,0.012.:soo.oo 1.500 1.479 UGO 03117/2006 715 
3183X5RL4 12621 FHLB CAU.ABLE 03r.JOJ2004 10,000.000..00 10,000.000.00 9,993,750.00 1.350 1.331 1.360 06l30/2005 455 
3183X4TQ40 12622 FHLB CALI.ABLE 0313Q12004 10.000.000.00 10,000.000.00 i0,028, 125.00 1.87S 1.849 1.875 12/30/2005 638 
3134MLXO 112~ FHlMCNOTt:S 1 Oi'02/2002 50,348, 163.-49 50,000,000.00 50,6S6.250.00 3.250 2.070 2.099 11115.12004 228 
3134A4LXO 11242 FHLMCNOTES 10/0S/2002 25.172,438.57 25,000,000.00 25,328.125.00 3,250 2.081 2.110 11/fS/2004 228 
3183.MVZ67 11870 FHLMCNOTES 06,l06/2000 50,000,000.00 50,000.000.00 50,015,625.00 1.350 1.331 t.350 12106/2004 251 
3184MLXO 12402: FHLMCNOTES i.211512000 50,736,463.:14 50,000.000.00 50,791,666.67 3.2~0 1.2~1 use 11/1512004 228 

Portfolio SCLC 
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SANTA CLARA COUNTY ....... ..... 
County of Santa Clara 70 WEST HEDDING 0 

....... 

Fund C .. COMMINGLED FUNDS EAST WING 6TH FL N 
0 

SAN JOSE, CA 95110 (:) 

lnvestments ,j:;,, 

March 31, 2004 13:: 
0 
z 
...... .... .. 

Purchase Cunent YIM YTM Maturity ~~To N 

CUSIP Investment# J1suer D11ta BookValu1 Par Value Markel Value Rate 360 365 Data Maturity .... 
"'l'.:I 

LoealAgencylnvestmentFund$ ~ 
6506 I.OCAl AGENCY INVEST FUND 07/1J112003 40,000,000.00 40,000,000.00 40,000,000.00 1.470 1.449 1.470 ..,. ------ ---· 0 

Subtotal an.d Av•n.g• 4D,0DO,ODO.DO 40,00D,000.00 40,oao.aoo.oo 1.450 1.470 1 00 
N 
00 

Medium Term Notes 00 
(0 

1729678/\8 12217 CITIGRO\JP t0/10l2003 10,767,470.82 10,000.000.00 . 10,814, 100.65 6.750 1..992 2.019 12/0112.005 609 N 
~ 

36962GA46 11901 GENERAL EtECTRIC ()612Qf2003 17.858,734.36 17,500,000.00 17,820,669.56 2,850 1.677 1.700 Olf30f2006 669 -..a 

36962GD84 {2065 GENERAi. ELECTRIC 08/21/2003 10;000,000.00 10,000,00D.OO 10,095,520.02 2.2,40 2.208 2.240 (18/le/2005 505 
36$112GA,a 12228 GENERAL ELECTRIC 1011712003 10, 115,224.91 10.000,000.00 10,169,23~.75 2.850 2.170 2.200 01/3012006 669 

sa9331AJ6 12532 MERCK&CO 02(1112004 9.976,586.03 10.000.000.00 10,083.529.66 2.500 2.549 2.585 08130/2007 1,093 
89.2:J3PMX1 10319 TOYOTA MOTOR CREDIT 1l7f16'2001 10.ooo,30s.st 10.000.000.00 10, 109,150.70 5.030 4.948 5;015 07£1till004 106 
89233PRP3 12480 iOYoTA MOTOR CREDIT 01113/2004 9,996,098.&3 10.000.000.00 I0, 1.C8,770.14 2.700 2,677 2.714 01fJOi20D7 1.034 
9tt331HHW6 12300 US BANK 1 lfl2'2003 19,996,431.02 20.000.000.00 20.474,880.88 2.850 2.814 2,BS3 11/tS/21106 958 ~ 

0 
9'49748C01 12231 WELLS FARGO BANK 10/21/2005 10,673.874. 19 10.000.000.00 10,806,799.7~ S.900 2.584 2.619 05121/2006 780 

~ Subtotal and Average 1~,388.817.57 107,501J,000.00 t 10,538,861.20 2..569 2.1104 132 

Federal AgenGy !Hues • Coupon 0 
"1:1 

3133105M5 1:2004 FED FARM CREDIT 0712612003 24.975,393,lS 25,000,000.00 25,093,750.00 2.125 2.139 2.168 07/28/200$ 848 U> 

31331'TDS4 12099 FED FARM CREDIT 0S/03f2()03 6.0C0,000,00 6,000,000.00 6,097,500.00 2.600 2.564 2.600 03/0312006 701 ~ 31331TOX6 12135 FED FARM CREDIT 00/12/2003 20,000.000.00 20.000.000.00 20,206,250.00 2.250 2.219 2.250 0911212005 5Z9 . 

31331TEY3 1"2209 FED FARM CREDIT l(l(<)B/2003 20,002.836.02 20,000.000.00 20,062,500.00 1.760 1.726 1.750 0912212005 539 ~ • i 31331TLC3 nm FED FARM CREDIT 11124120()3 19,993,527.78 20.000.000.00 2.0.012,500.00 1.250 i.282 1.300 11124/2004 237 

3f3310N86 11879 FARM CREDIT CAUABLE 0611112003 10,000,000.00 10.000.000.00 10,012,500.00 2.300 2.268 2.300 12111/2006 98,I 

3133HlT12 11887 FARM CREDIT CALtABLE 06'11 GS2003 21,565,000.00 21.565.000.00 21,651,521.88 1.860 1.854 1.000 00,1612006 806 

31331TGE5 12252 FARM CRED1T CALLABLE 10f27/2003 25,000,000.00 25,000,000.00 25,179,687.60 2.660 2.623 2.660 (0127/2006 98$ 
31331TKT7 12339 FARM CREDIT CALLABLE 11/25/2003 20,000,000.00 20.000.000.00 20.031,250.00 2.250 2.219 2.250 11125l2005 603 
31331TKV2 12352 FARM CREDIT CALLABLE 12/0112003 20.000,000.00 20,000,000.00 20, 137 ,500.00 2.200 2.168 2.200 12/01/2005 609 

31331TLKS 12353 FARM CREDIT CALLABLE 12}0212000 10.000,000.00 ,0,000.000.00 10,056,250.00 2.0&0 2.051 2.080 12J02/2005 610 
3\331QQ91 12357 FARl\l CREDIT CALLABLE 1210:lf.!003 9,955,455.60 10.000,000.00 10.000,000.00 1,625 1.972 2.000 06/17/2005 442 
3133tTh1P3 12403 FARM CREDIT C.Al.1.ASLE 12(1512003 l0,000,000.00 10.000.000.00 10,071,&75.00 2.:000 2.16e 2.200 1211512005 623 
31331Tt.1E8 12449 FARM CREDIT CALLABLE 1ZJ29J2.003 50,000,000.00 51),000,000.00 50,531.250.00 2.600 2.564 2,600 03129/2006 727 
31331:JP\17 12504 FARM CREDIT CALI.ASLE 011271Z004 50.000,000.00 50,000,000,00 50,421,875.01) 2.250 2.219 2:250 0112612006 665 

Portfolio SCLC 

Run Dallil; 0411617.004 • IS:16 



0/2004 MON 11.: 21 FAX 4082889237 COUNTY OF SANTA CLARA 

SANTA CLARA COUNTY TREASURY .. coMMINGLED POOL 
INVESTMENT CONCENTRATION AND MATURITYDISTRIBUTION 

as of March 31. 2004 ____ __. ... , _____ , .... ., ... ..,,_ .. ____ ... __________ .. ___ ,, __ ,_, _________ __.... 

Time Deposit 
$8.8 
0.3% 

Commercial 
Paper .$509.3 

21.5% 

SECURITIES BY TYPE* 

Medium Term 
Notes $8.9.7 LAIF $40.0 

"--...._ 3.4% I./, 1.~~;~lo~otes 
~ /..---

4
·7%Federal 

Agency 
$2,212.3 
68.9% 

Amounts are .!!!...."!:'l!!!~!!~{.,,.._0 __ 00~)----------. ____ ...... ~·--·--..... --------

366-730 days 
39% 

(I 

SECURITIES BY MATURITY 

Cash 731 days-5 
yrs 

10% 
Equivalents 1-30 days 

6o/o 0% 

181-365 days 
9% 

31-90days 
17% 

91-180 days 
19% 

• • 
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/2004 MON 11:20 FAX 4082889237 COUNTY OF SANTA CLARA 

SANTA CLARA COUNTY TREASURY COMMINGLED POOL 
CURRENT INVESTMENT STRA'fEGY, MATURITY AND YIELDS 

With the exception of a dip in March, the yield on the 2-year Treasury note stayed in the 
1.60 % to 2% range as was expected. Yields did appear to.bottom out Jn June of2003 at a 
very low 1.08%. This information was part of our last report of December 30, 2003. 
However, the jobs report on Friday April 2 s~ed a major increase in yields with the 2-
year Treasu,:y Note going from 1.57% to 1.85% in two days. The increase in longer rates 
has been even more dramatic. Fortunately, this increase comesjust as we are receiving 
the major portion of tl1e property tax receipts and should help majntain the yield of the 
pool. As discussed in the prior report, the average life of the pool has been reduced :in 
anticipation that rates will move higher late in 2004 or early 2005. With Fed Funds 
anchored at 1 %, th.i& hurts the pools earnings since oash flow requires that a significant 
portion of new funds be placed in securities maturing in less than one year where the 
yields are 1.00% to 1.30%. The yield of the pool has changed very little over the past 
quart~ and perfonned better than some of the benchmark funds such as LAIF. This 
infonnation is summarized in the box. below. 

It is still expected that if the economy continues lo show growth, particularly with an 
increa.s~ :in jobs, the Feds will increase rates sometime in ]ate 2004 or ecirly 2005. Until 
that time, the nux of investments exceeding one year and short-tenn investments should 
keep the pools yield at about 1.55 % for the next quarter. This could be increased if 
longer-tenn securities were purchased, however, considering that most people believe 
that interestrates will definitely increase in the not too distant future, some as soon as 
August, extending the duration of the portfolio does not seem appropriate at this tune . 

.Commingled Pool as ofMarch 31, 2004 

Mar Feb Jan Dec Nov Oct 

Aver.age Days to Maturity 378 428 424 401 429 430 

County A ~erage Yield 1.65 1.73 ·1.72 1.67 1.70 1.68 

LAlF Average Yield 1.47 1.47 1.54 1.57 1.59 1.59 

Ill 004 

II 



05/10/2004 MON 11:20 PAX 4082889237 COUNTY OP SANTA CLARA •· 

TO: SANTA CLARA COUNTY SCHOOL DISTRICTS AND SPECIAL PURPOSE DISTRICTS 

April 16, 2004 
Pagel 

The yield of the pool on March 31, 2004 was 1.65%. As a comparisonp on March 31, 2004 the yield 
of a 90-day Treasury Bill was 0.92% and .a 6-month Treasury Biil was 0.99%. A two-year Treasury 
Note was 1.58 % • The State of California Local Agency Investment Fund (LAIF) ·yield was 1.47 % . · 

Attached with the current investment strategy is a schedule that lists the average maturities and yield 
for the commingled funds over the past six months. A chart of investment concentration and maturity i 
provided for the Treasury Pool. Also included is a chart showing the one-year history of the pool and 
selected interest rates. 

Securities are purchased with the expectation that they will be held to maturity, so unrealized gains or 
losses are not reflected in the yield calculations. 

The market values of securities were taken from the Wa,ll Street Journal, quote screens, an independent 
pricing service or based on current treasury spreads. · 

The investment portfolio is in compliance with the current investment policy. A combination of 
securities maturing, new revenues and tax receipts will adequately cover the anticipated cash flow. 
needs for the next six months. Cash flows are.continually monitored and are considered paramount in 
the selection of maturity dates of securities. 

If any Board member would like iimber information on this report, please let me know. 

Attachments 

, 
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ounty of Santa Clar.a 
anceAgency 

ntroller-Treasurer Department 
unry Government Cooter 
wes, Hedding Street. Sas• wing •. 2nd Floor 

ri Jose. caUfomia 951 J 0-1 705 
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April 16, 2004 

COUN'.l'Y Ut' 1SAN'J.'A <.;LARA 

Prepared by: 

Reviewed by: 

·ro: BOARD OF TRUSTEES, SANTA CLARA COUNTY SCHOOL DJSTRICTS 
BOARDS OF DJRECTORS, SANTA CLARA COUNTY SPECIAL PURPOSE DISTRICTS 

FROM: JOHN V. GUTHRIE, DIRECTOR OF FINANCE 
.· ~ 

SUBJECT: SANTA CLARA COUNTY TREASURY INVEST . ...::_-___..,___. 

RECOMMENDATION 
Receive and file the March 31, 2004 Detailed Investment Portfolio Listing. 

DISCUSSION 
In compliance with the State of California Government Code as amended by C11apters 783 and 784, 
Statutes of 1995 and in compliance with County Policy, the Santa Clara County Treasury Investment 
Portfolio Report as of Marcp. 31, 2004 .submitted for your review and acceptance. 

The attached detailed investment reports list each investment of the County Treasury Pool as well as 
individual reportS for specific investment funds each school district or ~pecial district bas in the County 
Treasury. The reports include the respective purchase and maturity dates, par value, amortized cost, 
present value, and effective yield for each investment. 

A summary of market value versus cost is provided below for "Commingled Investments of the County 
Pool. 

Increase·. 
Cost Market Value · ( Decrease) Percent 

Commingled Investments $3,213,050,548 $3,224, 169,673 $11,119,125 0.345% 

Board of supeJVl.c;oi:s: Donald F. o~ge. Blanca Alvarado. Pe1e Md-lugh. James T. E3C"dll. Jr .• t.Jz Kniss 
coun1y EXecunve: Pcrc:r Kt.mas. Jr. 



Construction Activity 

The following table summarizes historical residential building permit valuation for the County. 

<•l As of January I. 

1999 
2000 
2001 
2002 
2003 

(bJ Does not include alterations and additions. 
(cl Includes all residential building activity. 

SANTA CLARA COUNTY 
Residential Building Permit Valuation 

(Dollars in Thousands) 

6,880 
6,620 
5,964 
4,477 
7,006 

Source: "California Building Permit Activity," Economic Sciences Corporation. 

Commercial Activity 

Valuation<cJ 

$ 993,444 
932,374 
765,544 
729,579 

1,055,261 

The following table summarizes historical taxable transactions in the County. 

Source: State Board of Equalization. 

1998 
1999 
2000 
2001 
2002 

SANTA CLARA COUNTY 
Taxable Transactions 

(Dollars in Thousands) 

49,530 
49,1 I I 
48,162 
47,175 
47,580 

E- 5 

Taxable Transactions 

$27,488,815 
30,348,644 
37,303,662 
32,133,247 
27,453,942 



Major Employers 

The following table summarizes the major employers in the County. 

Employer 

Hewlett Packard 

Apple Computer Inc. 

Cisco Systems Inc. 

Lockheed Martin Corp. 

Dialogic (Intel Corp) 

IBM 

Solectron 

Agilent Technologies 

Stanford Hospital & Clinics 
Cadence Design Systems Inc. 
KLA-Tencor Corp. 
Santa Clara Valley Health/Hospital 
Sun Microsystems Inc. 
Veterans Health Administration 

Advanced Micro Devices Inc. 

Veritas Software Corp. 
Sanmina Corp. 
Santa Teresa Community Hospital 
Space Systems Loral Inc. 
Safeway 
Kaiser Medical Center 
Philips Semiconductors 
East Side Union High School District 
EBay Inc. 
Nortel Networks 
San Jose Mercury News Inc. 
Sony Electronics 

SANTA CLARA COUNTY 
Major Employers 

Product/Service 

Manufactures personal & industrial computer systems 
Develops, manufactures & licenses computer products & technology for business, 
education, consumer, science, engineering & government industries 
Manufactures, develops & supports high performance, multi protocol Internetworking 
systems that link LAN & WAN networks 
Systems integrators; DOD contractor 
Manufactures semiconductor devices, microcomputer chips, chipsets, motherboards & 
flash memory 
Manufactures & repairs electronic data processing systems 
Provides customized manufacturing services to electronics OEMs; pre-manufacturing, 
manufacturing & post manufacturing services 
Analytical & medical instruments; test & measurement equipment, electronic 
components 
Hospital & clinic facilities 
Integrated software design & packaging services 
Manufactures semiconductor inspection & measurement equipment 
Medical & surgical hospital and trauma center 
Manufactures computer workstations, services & hardware & software 
General medical & surgical hospital services 
Manufactures integrated circuits; produces microprocessors & related peripherals, 
memories & programmable logic devices for telecommunications & networking 
Provides data management, protection & availability software 
Manufactures custom printed circuit boards 
Medical & surgical hospital 
Designs & manufactures communications & meteorological satellites 
Retail grocery supermarket 
Physicians' offices & HMO medical center 
Manufactures integrated circuits & discrete semiconductors 
Public school district 
E-commercial personal auction services 
Manufactures & develops a comprehensive line of data networking products 
Publishes daily newspaper 
Manufactures computers & peripheral products 

Source: 2003 Harris InfoSource, January 2004. 
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Employees 

11,425 

10,000 

9,400 

9,001 

8,000 

8,000 

7,300 

7,025 

6,800 
4,200 
3,500 
3,500 
3,500 
3,500 

3,100 

3,100 
3,048 
3,000 
3,000 
2,955 
2,800 
2,750 
2,666 
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2,500 
2,500 
2,500 



Employment 

The following table summarizes historical employment and unemployment in the County. 

Civilian Labor Force(•) 
Employment 
Unemployment 

Total 

Unemployment RateCbl 

SANTA CLARA COUNTY 
Civilian Labor Force, Employment and Unemployment 

Annual Averages 

1999 2000 2001 

936,300 980,800 952,400 
29200 19 800 45,500 

965,500 1,000,600 997,900 

3.0% 2.0% 4.6% 

<•) Based on place ofresidence, March 2003 benchmark. 
(b) The unemployment rate is calculated using unrounded data. 

Source: California Employment Development Department, Labor Market Information Division. 

2002 2003 

863,300 821,100 
79 800 73 500 

943,100 594,600 

8.5% 8.2% 

The following table summarizes the historical numbers of workers in the County by industry. 

SANTA CLARA COUNTY 
Estimated Number of Wage and Salary Workers by Industry<a) 

(in thousands) 

1999 2000 2001 

Agricultural 5,300 6,000 4,600 
Natural Resources and Mining 200 200 200 
Construction 44,600 47,400 47,800 
Manufacturing 234,900 251,700 240,600 
Trade, Transportation and Utilities 146,200 150,400 145,200 
Information 32,500 42,700 41,900 
Financial Activities 34,200 34,000 35,200 
Professional and Business Services 207,100 225,800 210,000 
Educational and Health Services 85,500 85,200 89,800 
Leisure and Hospitality 68,600 71,400 72,000 
Other Services 26,100 26,700 26,300 
Government 91,400 94500 94,600 

Total All Industries ~ I Q3S OQO I 008 !QQ 

2002 2003 

4,500 4,200 
200 200 

42,300 38,800 
201,200 177,000 
134,300 128,600 
34,200 31,000 
35,000 34,800 

173,200 164,300 
91,100 92,700 
67,400 67,500 
25,900 24,700 
98 100 94 800 

907 3QO ~ 

(a) The industry employment data are now based upon the North American Industry Classification System (NAICS). Newly released data are not 
comparable to the data based on the Standard Industrial Classification (SIC). Items may not add to totals due to independent rounding. 
March 2003 Benchmark. 

Source: California Employment Development Department, Labor Market Information Division. 
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Introduction 

SANTA CLARA COUNTY 
ECONOMIC PROFILE 

Santa Clara County (the "County") is located below the southern point of San Francisco Bay and 
covers a total land area of over 1,300 square miles, or about 847,000 acres. The valley floor of the County, 
which extends outward from the Bay in a southeasterly direction, is shaped by the Santa Cruz Mountains on 
the west and the Diablo Range on the east. Actually, two distinct valleys are formed where the hills narrow at 
the town of Coyote, located approximately in the center of the County. This natural division defines the two 
areas known locally as North County and South County. 

Land use patterns are as distinct as the two valleys. Although land development is ongoing, South 
County has retained more of the agricultural base which once existed throughout the area. In complete 
contrast, North County is densely populated, extensively urbanized and subdivided, and heavily industrialized. 
It contains thirteen cities, each one adjacent to another, while South County has two cities, separated by 

roughly 20 miles. The uppermost western portion ofNorth County, with its concentration of high-technology, 
electronics-oriented industry, is often referred to as the "Silicon Valley." It derives this name from the base 
material used to manufacture semiconductors, which were first developed here. 

Population 

The following table summarizes population figures for the County: 

SANTA CLARA COUNTY 
Population 

Santa Clara County 

2000 
2001 
2002 
2003 
2004 

1,682,585 
1,704,500 
1,716,100 
1,719,500 
1,731,400 

Source: Adjusted January I estimates provided by the State Department of Finance California. 
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SAN MATEO COUNTY TREASURER'S OFFICE 
PORTFOLIO APPRAISAL 

SAN MATEO <;OUNTY POOL 
April 30, 2004 

MnbcV1lue 
Cao Call Unit Total Markel M1rbt Ai:crlHd +Accn1ed Pel 

Sec:rutn· Date Price 2111011~ '?°'t C111t Prln Value Iaterett 1!11rrut ~ 
762.l)00,000 760,354,133.61 760..229.104.10 4,6S.0,.C6J.19 764.& 79,S61.30 30.71 

UNITED ST..\TES TREASUlU[S 
UNITED STATES TREAS NTS lS,000,000 100.6? 2.5,t71,875.DO 100.44 2.5, 109,37S.OO 0.00 2S,109,37S.OO 1.02. 
2. 12S % Due 10-31-04 
UNITED STATES TREAS NTS 100.000.000 99.91 99,9Dli,250.00 102.09 I 02,093, 7SO.OO 1,605,769.23 lOJ,699,S l!Ul 4.13 
J.SOO % Dve 11-15--06 
UNITED STATES TREASNTS 5,000,000 108.08 5,40J,906.2S 108.66 S,432,812.SO "129,0lS.03 S,561.847.SJ 0.22 
S.625 % Due 05-15-0S 
UNITE.DSTATESTREASNTS 200,000,000 lOJ.24 202,418,281.lS '7.41 194,812.,500.00 2,'408,653.85 197.221, m.ss 7.89 
2.625 % Due OS-15-08 
UNJT6D STATES TREAS NTS S0,000,000 100.99 50,49-Ci~®l.7S 98.66 49,328,125.00 0.00 49,328,12.S.OO 2.00 
J.12S % Due 09·1S..08 
UNITED STATES TRRAS N'IS 50,000,000 
2.62S % Due G]..:15-09 

99.'18 49,889,775.82 95.69 4 7.B4J,750.00 164,062 . .50 .f&.007,812.SO 1.94 

UNITED STATES TREAS NTS so.0()0.ooo 98.21 49, 106,642.76 97.81 48,906.250.00 64,036.19 ,eS,970.216,89 1.9& 
J.12S % Due 04-IS-09 

480,000.000 4'13,526,562.SO 4,371,S57.A9 4'17,898, 119.99 19.17 

1 •••TOTAL COST DOES NOT REFLECT AMORTIZATIONS OR ACCRETIONS BUT INCLUDES PURCHASED ACCRUED INT 
PRTCBS ARE DOWNLOADED THROUGH (IDC) INTERACTIVE DA . 



SAN MATEO COUNTY T 
PORTFOLIO APPRAISAL 

SAN MATEO COUNTY POOL 
April JO, 2004 

Marb(Value 
Call Call Unic ToC1I Markac Mubc Accrued +Accrued Pct 

Sec11rf!)' Dale Prr1:e go1111li5l _£!!!_ COit . Price Valua Jnter1!t( Jntue:sl ~ 
CORPORATIO." 
3.250 '}~ Due 0:Z-U-08 
FEDERAL HOME LOAN BANK !5,000,000 519.61 4,980,300.00 91.22 4,8'0J)J7 . .SO 17,569..«4 4,878.S06.94 0.20 
1.1SO % Due OJ-14-08 
FEDERAL HOME LOAN BANK 10-:Z:Z..04 JOO 20.000.000 99.!2 19,964,600.00 98.7S 19,7SO,OOO.OO 15,SSS.56 19, 76S,.1SS.S6 0.80 
3.500 % Due 04-U-08 
FEDERAL NATlONAL MORTGAGE 05·19.05 100 10,000.000 99.6S 9,96S.l00,00 96,Sl 9.6Sl,125.00 12B,S76.39 9,781,101.39 0.39 
ASSOCIATION 
2.875 % Due 05-l 9-08 
FEDEAAL NATIONAL MORTGAGE 20.000.000 99.59 19,918,600;00 95.S6 I 9, 112,SOO.OO 187,SOO.OO 19,300,000.00 0.77 
ASSOClA TION 
2.soo % Due 06-ts.oa 
FEDERAL HOME LOAN MORTGAGE 07·1 I.OS 100 10.000,000 100.00 I 0,000,000.00 98.73 9~873,-469.54 60,SSS.56 9,9.J.4,02S.IO 0.40 
CORPORA TJON-STEP UP 
2.000 % Due 01-11-08 
FED&RAL NATIONAL MORTGAGE 09·1S-OS 100 10,000,000 99.'Jl 9,971.900.00 98.18 9,878..125.00 46.875,00 51,9:zs.ooo.oo 0.40 
ASSOCIAT[ON 
3.150 % Due 09-JS-08 
FEDERAL. HOMS LOAN MORTGAGE 11·2S-OS 100 s.oo~.ooo 99.59 4,9'19,617.SO 100.S6 S,027,944.,. 64.S8l.JJ 5.092.521.11 0.10 
CORPORATIDN·STEP UP 
3,000 % I>ite 11-25-08 
FEDBRALHOMELOAN MORTGAGE Oi-12..()6 100 10.000,000 100.00 10.000.000.00 518.72 9,171,875.00 J IS,Jll 1.514 10,187.256.514 0.40 
CORPORATION 
J.i7S % D41c 01-1Z-o9 
FeDERAL NATIONAL MOR.TGAGB s.000.000 99.43 4.9.71,550.00 105.69 5,284.)75.00 -76,562.SO S.,360,937.50 0.21 
ASSOC1ATION 
S.:ZSO % D11e Ol-lS--09 
FEDERAL NATIONAL MORTGAGE 20.000.000 99.60 19,920,200.00 96.84 19,368,750.00 135.416.67 19,504.166.67 0.78 
ASSOCIATION 
3.250 % Due 02-15.09 
FEDERAL HOME LOAN MOR.TGAGE to.000,000 99.59 9,958,700.00 97.06 9,706,250.00 14,062.50 9,720,312.50 0.39 
CORPORATION 
3.375 % Due 04-15--09 
FEDERAL HOME LOAN MORTGAGE CORP- OJ-05-07 100 10,000.000 99.80 9,9110,200.00 IOS.66 ·I0.56S,62S.00 95,486.11 10.661,111.11 0.4-3 
SUB NOTE 
6.2SO % Due Ol-05·12 
FEDERAL HOME LOAN MORTGAGE 08-2-0-04 100 10.000.000 H..29 9,92.9,000.00 519.31 · 9,931.2,$0.00 9!1,652.78 10.030,90.2.78 0.40 
CORPORATION 
5.125 % Due 08-20-12 
FEDERAL HOME LOAN MOR..TGAOE 06-U.06 100 HJ,000,000 9.9.8! 9,987,700.00 92.12 9,.112,500.00 IS3,3ll.l3 9.365,833.33 0.37 
CORPORATION 
4.00:0 % Due 06-IZ·ll 
FEDERAL HOME LOAN MORTGAGE 10.000.000 99.85 . 51,984,900.00 516.0l 51,603.125.00 131,250.00 51,734,)75.00 0.39 
COR.PORATIO.N 
,1_500 % Due 01-15·14 
FEDERAL HOME LOAN MORTGAGE 04.0Z~ 100 10,000,000 99.7.S 9.97S,OOO.OO 94.95 9,49S.JDO.Z9 3.S,000.00 9,SJO,J00.29 0.38 
CORPORATION 
4.SOO % Due 04-02-14 



SAN MA TEO COUNTY TREASURER•s OFFICE 
PORTFOLIO APPRAISAL 

SAN MATEO COUNTY POOL 
April JO, 2004 

Markel V•lue 
Call Call V11fl Tora I Markel Mar~I A.ccned +Aten1rd Pel 

Sec&1ritt Date .1!.!a 9ua111i~· _.£21.. Cost i"lfa! Value J1tend Interest ~ 
ASSOCIATION 
2.250 % Due 02·21--06 
fEDERAL FA.Jt.11.f CREDIT BANK 10.000.000 99.78 9,977,800.00 100.25 10.025,000.00 ll.250.00 I O.OSli,2.S0.00 0.,41 
2.SOO % Due 03-IS..06 
FEDERAL HOME U)AN BA..'lK 20,000.000 99.7& 19,9.S S,200.00 l!)0.2S 20,050,000.00 62,SOO.OO 20, l l 2,SOO.OO D.81 
2.500 % Due 0.3· 15-06 
JNTER:.~AlrDNAL B~K RECON & 10.000.000 9!il.9l 9,992,600.00 10.5.0D IO,S00,000.00 44,444.44 I 0,544,444.44 0.43 
DEVELOPMENT 
5.000 % Due O:l,28--06 
FEDBRAL NATIONAL MORTGAGE 20~000,000 9!1.94 19,9.88,200.00 99.37 l 9,87.5,000.00 206.250.00 20.os 1,2so.oo Q.BD 
ASSOCIATION 
2.2SO % Due OS-15-0fi 
FEDERAL HOME LO.AN BANK 06-JO-tH 
2.0lO % Due 06-J.0..06 

too 5,000,000 100.00 S,000,000.00 98.84 4,9-42,187.SO 33,833.33 4,976,020.83 0.20 

FEDERAL HOME LOAN MORTGAGE 06-30-0'4 100 10,000,000 100.00 10,000,000.00 100.0l 10,00l,190.19 87,SOO.OO 10,081,690.19 0.40 
COltPORATION 
2.625 % Due Oli-30-06 
FEDERAL FARM CR.EDIT BANK .5,000.000 99.81 4,990,450.00 98.94 4,946.B?S.OO 30,199.31 4,.917,174.3] 0.20 
2.J2S % Due 07-17-06 
FEDERAL HOMB LOAN BANK 04.13-415 100 10.000.000 100.00 I 0,000,000.0D 91.37 9,IJ7,500.00 9,916.67 9,847,416.67 O.<CO 
2.100 •.w Due 10-13--06 
FEDERAL HOME LOAN MORTGAGE 1 l-03-04 100 20,000.000 99.97 19,994.800.00 99.66 19,93 J.2SO.OO 212,708.3.3 20,113,958.Jl 0.81 
CORPORA TiON 
2.875 % Due 11--0]~li 
FEDER.AL PARM CREDIT BANK 11-.2-4-04 100 10,000,000 100.00 J0,000,000.00 99.SO 9,950,000.00 117,000.00 10.067,000.00 0.40 
2.700%Due tl-24-06 
FE.DERALNATIONALMORTO AGE 20.000,000 99.71 19 ,942,000.00 104.22 20,843, TS0.00 311,388.89 21,155,138.89 0.84 
ASSOCIAT[ON·SUB NOTE 
4.150 %Due 01-02-07 
FEDERAL NATIONAL MORTGAGE 10,000,0DO 9!1.90 9,99'11,JOO.OO IOS.19 10.s1s.no.oo 14.5,833.33 10.664,583.Jl 0.43 
ASSOCLUfON 
5.000 % Due O l--15-417 
FEDERAL NATIONAL MORTGAGE 01-19-0.S 100 I0,000,000 99.83 9,98),000.DO 98.75 9,875,000.00 73.645.SJ 9.948.645.Bl 0.40 
.ASSOCL\TION 
2.625 % Due 01-19-07 
FEDBR.AL HOME LOAN MORTGAGE IS,000.000 99.9!1 14,997,900.00 99.19 J4,178,12S.OO o.oo 14,17S.12S,00 0.6(1 
CORPORATION 
2.875 % Due 05~15..07 
FEDBRAL HOME LOAN MORTGAGE 07-23-04 100 10,000,000 99.84 9,98J,600.00 100.69 10.068, 750.00 121,2.50.00 10, 190,000.00 . 0.41 
CORPORATION 
4.SOO % Due 07-23-07 
FBDERAL HOME LOAN MORTGAGE. 09-13--04 1()0 10,000,000 99.62 9,962,500.00 100.94 10.09J,7SO.OO s2,222.22 10, 14S,972.22 o..41 
CORPORAllON 
-4,000 % Due 09-13-07 
FEDERAL NATIONAL MORTGAGE . 01·28-0S JOO I0,000,000 99.EO 9,979,900.00 98.9' 9,S9l,7SO.OO 89,444.44 9,983,194.44 0.40 

- ASSOCL.\. TION 
J.500 % Due 01-28-08 
fEDERAl HOME LOAN MORTGAGE 02-25-0S 100 IS,000,000 



SAN MA TEO COUNTI iREASURER1S OFFICE 
PORTFOLIO APPRAISAL 

SAN MATEO COUNTY POOL 
Aprt1 30, 2004 

Mukt1 Value 
C1II CaU Ualt Total l\hrkec Markel Accr•ed +Accrued Pel 

Securi!l' Date- Price !}uanfitv ~ Cost -!!.!!!... Value (nffrl$1 faferest ~ 
0.000 % Due 07-07-04 
FEDERAL NATIONAL MORTGAGE 2s.ooo.ooo 99.69 24,922,222.22 99.82 2-4,955,00J.82 o.oo 24,9SS;ODl.82 1.01 
ASSOCIATION DISCOUNT 
0.000 % Due 07-09-04 
fE.DERAL MORTGAGE CREDIT DISCOUNT 20,000,000 99.45 19,890,294.44 99.73 I "945,999.14 0.00 19, 945,999.14 0.81 
NOTE 
0.000 % Due 08-03-04 
.FEDERAL NATIONAL MORTGAGE S,000,000 l00.88 S,044,0SO.OO 101.Sl S,07iS,S62.SO 67,708.ll S,144,270.Sl 0.21 
ASSOCIATION 
6.SOO % Due OJ-15.04 
FEDERAL NATIONAL. MORTGAGE IS,000,000 99.61 14,952,JOO.OO 100.91 15,135,937.SO 65,625.00 IS,201.S62.50 o.61 
ASSOCIA TlON 
J.SOO % Due 09-15-04 
FimEkAL MORTGAGE CREDIT DJSCOONT 7,000.000 99.41 6,958,948.&9 99.46 6,962.200.47 0.00 6,962,200.47 '0.28 
NOTE 
0.000 % Due 10-19--04 
FEDERAL NATlONAL MORTGAGE 07...Z8..Q4 100 40,000,000 100.00 40,000,000.00 99.91 39,962,SOO.OO 139,022.22 40,101,522.22 1.62 
ASSOClA TION 
1.360% Due 02-IS-OS 
FEDE.RA!. N.\TJONALMOR.TGAGE 20.000,000 99.76 J9.9S 1.600,00 102.03 20,406,lSMO 96,875.00 20,503,125.00 0.83 
ASSOCIATION 
J.87S % Due OJ-I S-05 
FEDERAL NATIONAL MORTGAGE 07..07-04 100 10.000.000 100.00 10.000.000.00 99.72 9,971,875.QO 8.944.44 9,980,819.44 0.40 
ASSOCIATlON 
1.400 % Due 05..03.05 
FEDERAL NATtONALMORTGAGB 07""28-04 100 20,000,000 l00.00 :zo,000.000.00 100.00 20,000,000.00 1,944.44 20.0Dl,9.il4.44 0,81 
ASSOCIA TlON 
J.750 % Due OS-23.0S 
FEDERAL NATIONAL MORTGAGE S,000,000 99.49 4,974,600.00 104.37 S,218,750.00 107,812.50 S,J26.S6l.SO 0.21 
ASSOC1A1'ION 
S. 7SO % Due 06-1 S-OS 
FEDBRAL HOME LOAN BANK. 06-J0-04 100 S,000,000 JOD.00 S,1100,000..l)D 99.47 4,973,437.SO 2.2,500.00 4,995,931.SO 0.20 
l.J50 % Due 06-30-05 
FBDERAL HOME LOAN BANK 06-0t-04 100 s.000.000 100.00 S,000,000.00 91).66 4,912,812.50 12,(Ml.67 .. ,994,854.J 7 0.20 
l. 700 % Due 09--09-05 
FEDER.Al NATIONAL MORTGAGE 10.000,000 9t.79 9,979,000.00 
ASSOCIATION 

99.84 9,984.375.00 23.4J7.50 10,007,.812.SO 0.40 

1.875 % D1u: 09-ts-OS' 
FEDERAL NATIONAL MORTGAGE tl-01-04 100 10.000,ono 100.00 10.000,000.00 100.75 10,07S,000.00 149,166,67 10.224. Jti6.67 0.41 
ASSOCIATION 
3.000 % Out ll-01-0S 
FEDERAL HOME LOAN MORTGAGE 20,000,000 99.98 19,997,000.00 100.0l 20,006,250,00 194,791.67 20,201,041.67 0.11 
CORPORATION 
2.12S % Due ll-15-0S 
FEDERAL NATIONAL MORTGAGE 10,000.000 99.62 9,9151,800.00 105.97 10,596,875 .00 2ZS,OOD.OO I0,&21.175.0D 0.43 
ASSOCIATION 
6.000 % Due 12-lS..OS 
FEDERAL NA TlONAL MORTGAGE 02-28-05 too u.000,000 100.00 JS,000,000.00 99.72 l<4,9:SU12.SO sa.12s.oo 15.0IS,9l7.SO 0.61 



SAN MATEO COUNTY TREASURER'S OFFICE 
PORTFOLIO APPRAISAL 

SAN MATEO COVNTY POOL 
April 30. 2004 

l\far~t Value 
Call Call U1tit Total Market Mubt Accrued +Accrued Pel 

Secarl~· Dare Prh:e Qu1n11n· ~ Cost ~ Valoe Interest Interest ~ 
J.37.5 % Due 02-1 ~8 
WELLSFAR.GOCOMPA.~Y 15,DOO.DOO 99.8!1 14,984, I 00.00 99.23 14,884,980.01 37,916.67 14,'22.896.63 0.60 
J.SOO % Due 04--04-08 
JP MORGAN CHASE & CO 10,000,000 99.88 9198&,(00.00 99.14 9,913,780.21 II0,243.06 10.CJ9.4.023.27 0.40 
J.62S %Due 05...01-08 
GlLL61TE COMPANY 10,000,000 99.18 9,911,000.00 95.43 9,S42,710.J9 103,472.2.2 9,646,242.61 0.39 
2.SOO % Due 06-01..08 
TOYOTA MOTOR C~Dll CORPORATION 7,000.000 !lt.48 6,963.460~00 96.19 6,775,159.61 49,753.47 6,824,913.08 0.27 
2.875 % Due 08-01-08 
LEHM.\N BROTHERS HOLDINGS 5,000,0DO 99.S6 4~978.0SO.OO 98.19 4,909,390.26 -40,347.22 4,949,737.48 0.20 
J.SOO % Due 08..07-08 
WELLS FARGO COMP.ANY 08-15-0S 100 10,000,000 100.00 ID,000,000.00 97.00 9,699,719.24 65,000.00 9,764.719.24 0.39 
J.120 % Dve 08·15-0B .. 
WAL-MART STORES INC 10,000.000 99.62 9,902,200.00 97.9J 9,79J,l l9.81 27,187.SO 9,820,]07 .31 0.40 
J.375 % Due 10-41.08 
MORGAN STANLE.YDEAN WITTER 20,000.000 99.71 19,941,400.00 98JS 19,709,341.44 226.041.67 19,9JS,]83.l 1 0.8() 

J.S7S %Due 01-IS-09 
JP MORGAN CHASE & CO S,000,000 99.-40 4,970.200.00 96.73 -4.136,3$9.9:Z 21,875.00 4.85!,26U2 0.20 
J.500 % Due Ol-1.5-09 
GENERAL E.LECTIUC CAPlT AL CORPORATION 20,000,000 99.84 19,968,.800.00 95.87 lt,17.oC,920.66 S0,]47.22 19,225,267.88 0.78 
3.125"% Due CM-01-09 
\VEUS FARGO & COMPANY 20.000,000 99.84 19,9fi8,60IJ..(10 9S.S4 19,107,(01.44· 50,.3'7.22 19,157,443.66 0.17 
3.125 %Due 04-41-49 

446,000,000 446,449,160.00 450,620,104:67 -4,687,907.64 4SS,308.(]12.3 I l&.25 

llEDERAL AGENCY - FLOATING RATE SECURITIES 
FEDERAL HOME LOAN MORTGAGE 10,000,000 100.00 10,000,000.00 100.01 10,000,759.89 16,538.89 10.017,298.78 0.40 
OORPORATION • fLOAT6R 
1.145 % Due 09-09-0S 
FEDERAL NATIONAL MOR.TOA.OE OS-24-04 100 s,000.000 100.00 S,000,000.00 gg_99 4,9g9,749.7S 12,558.JJ S,012,308.09 0.20 
ASSOCIA TION·fl.OATER 
J .370 % Due 02·24-06 
FEDERAL NATIONAL MORTGAGE 5,000,000 100.00 5,000,000.00 99.03 4,95 I ,]DO.OS S,416.67 -4.956,716.12 0.10 
ASSOCIATION FLOATER 
3.000 % Due 02-17-09 

20,000,000 20,000,000.00 19,951,809.70 34,SIJ.89 19,986,323.SS 0.81 

fi'EDERALAGENCY SECOR.lllES 
FEDERAL NATIONAL MORTGAGE 10,000,000 99.80 9,980,400.00 100.22 I 0,01l.,J7S.OO 112.soo.oo 10.u4,:ns.oo 0.41 
ASSOC(A TION 
J.000 % Diie 06-15-04 
FR.EDDIE DISCOUNT 20,000.000 9U3 19,925,038.89 99.87 19,91J,999.02 0.00 19,973 ,999.02 0.81 
0.000 % Due 06-2UJ4 
FEDERAL Nl\ TIONAL MORTGAGE 75,000,000 99.60 14,69&,125.00 99.84 74,819,997.:tZ 0.00 74,879.997.22 3.03 
ASSOCIATION DISCOUNT 
0.000 "a Due 07..01-04 
FEDER.AL NATIONAL MORTGAGE 20,000,000 
ASSOCIA1'l0N DISCOUlfT 



SAN MATEO COUNTY TREASURER'S OFFI 
PORTFOUO APPRAISAL 

SAN MATEO COVNTY POOL 
April JO, i004 

MarbCValue 
Oil QJI Unil Tor.al Marktt Marker Accriaell +Accrued Pel 

Se.curflV Oat• ~ Quan ti~ -9!.L Cost Pdc:e Yalu Jnterl$1 lnte:re,t ~ 
OENER..\L ELECTRIC CAPITAL COllPORATlON l 0.000.000 99.77 9,917,100.00 101.93 I0, 193, 1 '19.)2 H)8,611.IJ 10,)01,790.43 o.41 
4.250 o/o Due O 1-28--0S 
COLOATe.:PALMOLlVE CO 10.000.000 99.80 9,980.000.00 102.14 10,213,810-73 1,105.56 I0,214i916.29 0.41 
J.9i0 % Due 04-29.0.S 
MORGAN STANLEY DEAN WITTER 10,000,00tl 108.22 10,822,000.00 106.29 10,628,669. 74 290,625.00 10.919,294.74 o.c 
"1."1SO % Due 06·15-0S 
INTE.RNA1JONAL BUSINESS MACHINE 5,000.000 91.44 4,92l,100.00 102.64 S,Ul,150.27 615,750.00 S,200,900.27 0.21 
CORPORA Tf9N 
4.125 % Due 06-30-05 
ASSOCIATES CORPORATION NA 4,000,000 100.97 4.0ll.120.0n 104.58 4,183,212.10 70,000.00 4,253,212.10 0.17 
6.000 'Yo Due 07-1 S.(JS 
WEll.S FAR.GO & COMPANY 25,000.000 100.28 25,070,650.00 103.50 2S,874,6l6.IS 303,lJ.).Jl 26, 177,959.48 I.OS 
4.800 % D11e 07-29--0S 
WEUS FARGO BANK NA STEP-OP 07-02-04 100 10.000,000 100.00 10,000,000.00 99.35 9,934,899.90 49,166.67 9,H4,.066.S7 0.40 
I.SIJO%J>ue 01-02-06 
GENERAL ELECTIUC CR.EDIT CORPORA TfON 20,000.000 IOO.S3 20,IOS,300.00 100.61 20.lJS,778.80 142,500.00 20,278,278.10 0.12 
2.BStl % Due O 1-.30-06 
MORDAN STANLEY DB.AN wrma l0,000,000 100.03 10,00J,OSO.OO 106.57 10.657,420.lS 25,416.67 10;6&2,837.02 0.43 
6.100 % Due 04-15.06 
LEHMAN BROTHERS HOLDINGS 10,000.000 100.02 10.002.200.00 106,!,IQ 10,619,990.23 286,4S8.33 10,976,4-48.56 0.43 
6.lSO % Due OS,15.(16 
ABBOlTLABORATORIES J0,000,000 99.67 9,967,100.00 106.20 10,620.190--43 tBS,937.SO 10,I06.127.9J G.43 
S.625 % ~ 07-01.06 
\V AL·MART STORES s;ooo.ooo 99.81 4,990,'1()0.00 JOS.78 5.289,089.96 67,361.06 S,3S6.-45S.02 0.21 
S.4SO%Due 01-01..(16 
GENERAL EU!Cll\tC CAPITAL CORPORA TlON 10,000,000 9.9.88 9.987,800.00 100.02 10,001,870.13 ·26,736.l I I 0.02B.fi06.B4 0.4() 
2.7SO % Due 09-25.06 
US BANK NA 10.000.000 99.99 9,999,100.00 100.51 IO,OS7,ll0.43 130,625.00 10,187,755.4] 0.41 
2.850 % Due 11-15-06 
JP MORGAN CHASE & CO 10,000,000 99..9S 9,994,600.00 100.27 l-0,026,800.S4 l:Z0,6S9.72 I0, 147~460..26 0.41 
l.12:S % Due 12-11~6 
GENERAL ELECTRIC CAPITAL CORPORATION IS.000.000 99.82 1-4,973,ISMO 104.94 15,741,329-95 ISUS0.00 u.8t1,s~..9s 0.64 
.S.000% Due 02-lS..07 
JP MORGAN CHASE&. CO 10,000,000 99.88 9.981,000.00 
5.350 % Due Ol.Ol.(17 · 

IOS.75 10,57S,2J0.41 87,6~0.56 10,662,910.97 0.43 

MORGAN STANLEY DEAN WIITER 10,000.000 99.70 9,969,780.00 10&.82 I 0,611,640.63 -46.722.22 10,728,]61.85 0.43 
S.800 % Due 04-01-07 
GENER.AL ELECTRIC CAPITAL CORPORATION 10,000.000 99..-49 9,948,600.00 104.86 I0,-485.780." 187,.SOO.OO 10,67),280.]3 0.42 
S.000 % Due 06-15.07 
WAL·MAR.T STORES u.000.000 99.66 14,949,700.00 
4.J7S % Due 07-12.07 

103.24 JS,486,643.98 196,87S.OO 1S,6BJ,S 18.91 0.63 

CHEVRON TEXACO CAPITAL CO 10.000,000 99,SS 9,955,300.00 100.89 10,088.870.24 41.SOS.S6 IO, l30,67S.80 0.41 
l.SOO % Due 09·17--07 
GILUITTE CQMPA!,IV 10-15..04 100 10.000,000 99.83 9,982,900.00 100.46 10.046,040.34 14.5'13.ll 10,060,623.67 0.41 
J.SOO '• Due I 0- IS .(11 
El DUPO)IT DE NEMOURS 10,000.000 9!its.S 9,954,800.00 100.14 10.013,780.21 l 54,6117.SO 10, i 68,467. 71 0.-41 
J.37!5 % 0111 I J-IS..07 
CHEVRON TEXACO CAPITAL CO 10,000,00D 99.92 9,991,700;00 g9;o1 9,969,639.9S 70,312.50 I0,030,9S2.4S 0.40 



SAN MATEO COUNTY TREASURER'S OFFlCE 
PORTFOLIO APPRAISAL 

SAN MATEO COUNTY POOL 
April 30, 2004 

Market V1lut 
C1II Call Unil Totti Markel Marlett Aurued +A(Cruld Ptt 

Se1:11rrtv Datt Price 91:1aalf!l' ~ C()j;f Price Value lnb!rcsf Jnfentt ~ 
FLOATING RA1'B.SECURITIES 

INTERJ':A TIONAL LE.ASE FINANCE 20.000.000 100.00 20,000,000.00 100.82 20,16),400.26 21,244.44 20.184,644.70 O.Bl 
2.390 % Due 01-13.0S 
WAL-MART STO.ltES CB FLOATER 20,000,000 99.87 19,97S,000.00 J00.02 20.003,818.78 40,705 • .56 20,044,Si4.J4 0.81 
1.017 % Due 02·22-!15 
JP MORGAN CHASE&. CO 10,000,000 100.00 10.000.000.00 100.23 10.023.170.-47 2J,97S.OO 10,047,14.S.47 0.41 
1.370 % Due 02-24-05 
AMERICAN EXPRESS CREDIT CORPORATION IJ,000,000 100.00 IJ ,000,000.00 100.11 13,013,974.17 2,202.78 lJ,016, li7.S4 O.SJ 
1.220 % Dur 02-2 S-05 
G eNERAL ELECTRIC CAPITAL CORP. CB IS,000,000 100.00 15,000,000.00 I00.16 lS,OZJ,908.99 23,741.67 15,047,650.66 0.61 
FLOATER 
l.29S % Due OJ·IS.O:S 
WELLS FARGO & COMPANY tO,OD0,000 100.00 10,000,000.00 99.99 9,999,290.47 14,117.78 10,0lJ,468.25 0.40 
1.160 % Due 06-17-05 
LEHMA..'I BR.OTHERS HOLDINOS·FLOATER S.000,000 99.79 4,9S9,4S0.00 IOD.Ji4 5,032.0JS.06 7,654.17 • S.OJ9.6D.2J 0.20 
Ui70 % Due 09-28-05 
US BANK.NA 20,000,000 100.00 20.000.000.00 100.03 20,006,6S8.94 36,438.19 20,043,097.83 !).81 
1.171 % Due ll-OS..().S 
MORGAN STANLEY GROU.P • FLOATER 30,000,000 100.00 30.000,000.00 100.ll 30,092,010.51 .fl,083.JJ 30.133,093.84 1.22 
1.450 % Due Ol ·27--06 
GENERAL ELECTRIC CAPITAL coit.P. CB lS,000,000 100.00 IS,000,000.00 100.14 15,0S0,386.0S 42,2S-0.00 15,0921036.0S G.61 
FLOATER 
I.JOO% Due OS-12-06 
WEU.S FARGO & COMPANY 25.000.000 100.0D 25,000,000.00 100.11 2S,,Ol7,S26.8S 221,041.61 25,248,5'15,46 1.01 
1,390 •k Dw 06-12..(}6 
cm GROUP INC. 10.000.000 100.00 10,000.000.00 100.11 IO,Oll.409.151 16,216.67 10.037,626.28 0..41 
1.390 % DI.le Oti-19..06 
GEWERAL EI.SCTRlC CAPlT AL CORP. CB 12,000,000 JOD.00 12.000,000.00 100.24 12,029,375.62 18.633.31 12,048.00US 0.49 
FLOATER 
J .30 0 o/o DI.le 09·1 B.Oti 
MORGAN STANLEY DEAN WITTER CB 7,000,0DO 100.00 7,000,000.00 100.00 6,999,811.42 16,298.33 7,01~,1 i6.7S 0,28 
FLOATER. 
1.270 % Due 11-24-06 

212.000,000 211.964,450.00 112,41t6,844.80 525,670.56 213,012,SIS.36 8.oD 

CORPORATE BONDS 
HOUSEHOLD FINANCE CORPORA TlON s.000,000 99.9& 4,998,.900.QO lQQ.00 s.000.000.0.0 J49,1156.61 S,149,166.67 o.zo 
6,000 % Duti OS.01-04 
BANK OF AMERICA CORPORAllON S,000,000 99.80 4,989,950.00 IOD.62 S.OJ0.924.99 124.218.'15 S,l.55,143.74 0,20 
6.6ls % o~ 06-15-04 
FIRST UNtON CORP SR HOLDINGS S,000,000 99.10 4,990,0.50.-00 100.62 S,030,870.05 124,218.75 5.US,088.80 0.20 
6.62S % Due 06-15-04 
INTERNATIONAL LEASE FINANCE 10.000.000 102.62 10.262,,00.00 100.88 10,0SB,1110.71 . 126,701.19 19,214,862.10 D.41 
S.125 % Due 08..(}l..04 
PFIZER INC 20,000.000 100..00 20.000.000.00 IOI.II 20.222,280.81 360,486.ll 20,582.766.99 0.82 
J.62.5 '% Dul? 11-0l-<14 
MER.CIC &. CO, INC. 10,000,000 99.91 9~91,SOO.OO lOl.82 
4.12.S % Due 01-11--05 



SAN MATEO COUNTY TREASURER' 
PORTFOLIO APPRAISAL 

SAN MATEO COUNTY POOL 
April JO, 2004 

Market Value 
Cali Call Onlf Taul l\llrklll Marki!t Accr11ed +Accrafll Pel 

Securl!}'. ·Date ..l!!!!.. 2uentfn· ..9!L Cost ~ Value llifH'til lnterul ~ 
LOCAL AGENCY INVESTMENT FUND 

L~F 37,000,000 100.00 l7 ,000.,000.00 100.00 )7,000,000.00 4l.ll4.11 l1.04J,814. I 7 I.SO 
1.470 % Due OS.J 1-04 

CERTIFICA T£ OF llEPOS(T 
20,000,000 DEUTSCHE BANK AG 100.00 20,000,000.(10 100.00 10.000,000.00 S\l,l(i6.67 20,050, l 66.67 0,81 

1.050 % Due 06-IS--04 
WEUS PARGO COMPANY 25,000.000 100.00 25,000,000.00 100.00 2s,ooo,ooo.oo 26,916.67 lS.026.916.67 1.01 
l.020 % Due 07-01--04 

45,000,000 45,00D,000.00 45,000,000.00 77,0SJ.33 45,07'1,081. 33 1.82 

REPURCHASE ACREEl\lENTS 
' REPURCHASE AOREEMENT(U.S. TR.E!AS NTS 173,150.000 100.00 m. 1so.ooo.oo 100.00 173,750,000.00 0.00 17l,7SO,OOO.OO 7.04 

COLI.Al) 
0.92.0 % Due OS-Ol-04 

CO~ffilER.CIAL PAPER 
WELLS FARGO & COMPANY so,000.000 99.98 49,990,277.78 99.99 49,995,835.00 0.00 49,.99S.BJS.OO 2.02 
0.000 % Diie 0.5..:03-04 
MORGAN STANLEY DEAN WITTER 67,000,000 99.97 66,982,91 s.oo 9!1.99 ",990,506.10 0.00 66,99D,S06.I O 2.71 
0.000 % Due 05.05-04 
GafERAL &I..ECTRIC CAPITAL COlU'ORATION Ci0.000,000 99.69 S9.812,09l.67 99.95 59.971.268;00 0.00 59.,'nl,268.00 2.43 
0.000 % Due OS-1-4-04 
GENERAL ELECTIUC CAPITAL CORPORATION l,000.000 99.66 2.,989,BSO.OO 99.9.l 2,997,987.60 0.00 2,9.97.987.60 0.12 
0.000 % Due OS-21--04 
GENERAL ELECTRIC CAPITAL CORPORATION S0.()00,000 99.74 49,872,SOO.OO 99.83 49,9 ts,ooo.oo 0.00 49,915,000.00 2.02 
0.000%Due 06-IS-04 
HARVIJUJ UNIVERSIT't' IS,000.000 99.46 l4,918,SS8.Jl 99.19 14.969,238.00 0.00 1-4,.969,238.00 0.61 
0.000 % Du~ 07-06-04 
GENERAL ELECTRIC CAPITAL CORPORATION 12.000.000 99.74 11,968,470.56 911.80 l 1,915,499.oO 0.00 11,975,49!>.60 0.-4& 
0.000 % Due 07-09-04 

2S7,000,000 2S6,SJ4,963.34 2S6~8 I 6,l34.30 0.00 256,816.:S.14.30 10.40 

ASSET BA.CK.ED SECOJUTlES 
NISSAN AUTO LEASE TRUST 7,000,000 99.99 6.9.99,636.70 100.11 7,007.663.60 4,929.17 7,012.592.77 0.28 
l.690%D11c 12-lS.05 
NISSAN AUTO RECEIVABLES O\YNER. TRUST 10,000,000 100.00 9,999,94$,00 100.06 J0,006,106.00 6.750.00 10,012,8:56.00 0.41 
1.620 % Diie 04·17.06 
DAIMU:X CHRVSL!:RAUTOTRUST 9,IS6,SSO 9!>.99 9,1.55,199.82 100.57 9,208,91 l.73 17,885.79 9,226,797.SJ 0.37 
2.930 °'6 Due 06.06-06 
TOYOTA AUTO RECE(VABLES OWNER TRUST S,609,294 100:00 $,609,22.f.OO 100.90 5,659,751.28 8,787.89 S.668,SJ9. I 8 0.23 
3.760 % Dw: 06·15.o6 
NISSAN AUTO RECEIVABLES OWNER TRUST 6,831,298 99.911 6.830,939.92 l00.59 6.&71,535.03 . 7.400.$7 6,818.93.UO 0.28 
2.600 % D~ 08-lS.86 
HARLEY-DAVIDSON MOTORCYCLE TRUST 1,473,090 99.97 1.472.584.96 100.IS l,475,J~3.S3 1,172.33 1,476,515.17 0.06 
J.910 % Due 04·1 S-01 

40,070,232 40,067,530.•0 40,2.29 ,3 l 1.1? ~6,92.S.76 .C0,276,236.C}-4 1.63 
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Rating 
Aaa 

Aal 

Aa2 

Aa3 

Al 

A 

A3 

Rating 
AAA 

AA 

AA-

A+ 

A 

SAN MA TEO COUNTY TREASURER'S OFFICE 
FIXED INCOME DISTRIBQTION - SETTLED TRADES 

SAN MATEO COUNTY POOL 
Ap,.il JO, 2004 

3 28,630,508.62 1.2 5.1 4.337 % 7.6 

Distribution by Moody Rating 

%Bond Average Averaie Average 
Number MktValue Boldin&! YTM Coueon Duration 

87 1,781,322,906.38 71.7 ~.3 2.219 % 1.9 

7 132,485,820. 70 S.3 2.1 1.833 % 1.6 

l3 183,677,199.31 7.4 2.6 3.430 % 2.4 

17 274.507 ,022.87 11.l l.9 2.293 % 1.5 

8 75,902,389.80 3.1 2.1 3.355 % J.S 

4 31 1 I 12,978.99 l.3 3.0 · 4.178 % 2.0 

S.039,689.23 0.2 1.2 1.670 % 1.4 

Distribution by S&P Rating 

%Bond Average Ave~ge Average 
Number MktVaJue Holdings Yl'M Coue!!n Duration 

89 l, 798,953,947.39 72.4 2.4 2,241 % 2.0 

6 71,066,496.89 2.9 2.7 3.117 % 2.S 

2) 314,0J 1,439.82 12.6 2.1 2.799 % 1.6 

IS 258,708,366.lS 10.4 2.0 2.093 % 1.7 

6 41,307,757.03 1.7 2.6 4.170 % 1.7 

I MARKET VALU:E ON THE FIXED lNCOM.B DISTRJBl.JTION REPORT INCLUDES ANY 
ACCRUED INTEREST THAT A SECURITY HAS EARNED. TOTAL COST DOES NOT REFLECT 
AMORTIZATIONS OR ACC.RETIONS Btrr INCLUDES PURCHASED ACCRUED INT.B~ST. 



SAN M;A TEO COUNTY TREASURER'S OFFICE 
FIXED INCOME DISTRIBUTION - SETTLEDTRADES 

SAN MATEO COU.NTY POOL 

ParVaJue 
Market Value 
Total Cost 
Net ~n/Lo.~s 
Annual Income 
Accrued Interest 
Number of Issues 

Maturi!? 
Under I Yr 

I Yr-.3 Yrs 

3 Yrs ·.S Yrs 

7 Yrs· 10 Yrs 

Cou2on % 
Underlo/o 

1%-3% 

3%-5% 

5%-1% 

7% • 10% 

Duration 
Under I 

1 - 3 

3-S 

S-7 

Totals 

April 3~ 2004 

Summary lnrormatlon 

Weighted A'\".erages 
2,472,820.232 

2,484,()48,007.27 
2,4 73,583,062.18 

10,464,945.09 
57 ,893,396.14 
14,437,936.03 

1.37 

AverageYTM 
AverageMaturity (yrs) 
Average Coupon (%) 
Average Dwation 
Average Moody Rating 
AverageS&P Rating 

Distribution by Maturity 

%Bond Average A11erage 

2.3 
2.1 

2.353 
1.9 

Aal 
AA+ 

Average 
Number MktValue Holdings VTM Coueon Duration 

36 950,975,833.54 38.3 1.2 1.085 % 0.2 

S1 750,270.119.69 30.2 2.2 3.048 % 1.9 

39 733,479,531.S,4 29.5 3.7 3.126 % 3.7 

s 49,322,522.S J 2.0 S.2 4.912 % 7.1 

Distribution by Coupon 

%Bond .Average Average Average 
Number MktValue Boldin&! YJ'M· COUJ!On Duration 

14 597,247,533.44 24.0 1.0 0.268 % 0.1 

56 986;500.156.20 39.7 23 2.0S7 % 2.2 

44 699,5S2,948~83 28.2 3.3 3.606 % 2.9 

22 189,828,074.07 7.6 3.0 S.6Jl % 2.4 

10,919,294.74 0.4 2.1 1.1SO % I.I 

Distribution by Duration 

%Bond Average · Average Avenge 
Number MktValue Holdings VTM Coueon Duration 

38 1,010)284. 1n .98 40.7 J.3 1.)88 % 0.3 

60 791 .714,224.SS 31.9 2.3 3.136 % 2.0 

34 632. 726,482.23 25.S 3.6 3.048 % 3.9 

2 20,692)013.89 0.8 S.3 S.10S % 6.4 



Office of the County Treasurer 

LEE BUFFINGTON 
T.AX COLLECTOR -TREASURER 

COUNTY OF SAN MATEO CHARLES M. TOVS 
ASS!STANi irl~S'Ji=! 

sss COUNTY CENTER • Reowooo CITY D CALIFORNIA 94063 TELEPHONE: (SSDJ 363-.isao 

DATE: May 11, 2004 

TO: San Mateo County Pool Participants 

. FROM: Lee Buffington, Tax Collector· Treasurer 

SUBJECT: Monthly Investment Reports 

Gross earnings for the month of April 30, 2004 were 2.62%. The current average 
maturity of the portfolio is 2.1 years with an average duration of 1.9 years. The portfolio 
continues to hold no derivative product$. 

San Mateo County Pool fulfills Government Code Section 53646; which states its ability 
to meet its expenditure requirements for the next six months. 

T certify these reports are in compliance with the investment policy dated January 2004. 
If you have any questions regarding any of these reports1 please call CharlesTovstein or 

. myself at (650) 363 - 4580. 

'.... .. ~~ ...---. ............ , . .. ·. . ....._, .,._ \ -'·> ·., .J\' ·. ·~'lo-=,·-¥.~ ..........._ . ,..1· ·' ' ''·.,) Lee Buffington 
Tax Colleotor·Treasurer 



Construction Activity 

The following table summarizes historical residential building permit valuation for the County. 

(a) 

(b) 

(c) 

As of January 1. 

1999 
2000 
2001 
2002 
2003 

Does not include alterations and additions. 
Includes all residential building activity. 

SAN MATEO COUNTY 
Residential Building Permit Valuation 

(Dollars in Thousands) 

881 
1,797 
1,742 
1,532 
1,348 

Valuation(c) 

$229,979 
324,461 
366,170 
334,728 
373,934 

Source: "California Building Permit Activity," Economic Sciences Corporation. 

Commercial Activity 

The following table summarizes historical taxable transactions in the County. 

1998 
1999 
2000 
2001 
2002 

Source: State Board of Equalization. 

SAN MATEO COUNTY 
Taxable Transactions 

($ in Thousands) 

$21,774 
21,586 
21,173 
20,968 
21,101 

D-6 

Taxable Transactions 

$11,035,003 
12,130,051 
14,044,016 
12,859,589 
11,614,809 



Major Employers 

The following table summarizes the major employers in San Mateo County. 

Employer 

San Francisco International Airport 
United Air Lines Inc. 
Oracle Corp. 

Applied Biosystems Group 

Genentech Inc. 

Raychem 

IBM 
Kaiser Foundation Hospitals 
Electronic Arts 
Franklin Templeton Investments 
Mills-Peninsula Health Services 
Recovery Equity Investors LP 
SRI International 
Seton Medical Center 
Stanford Linear Accelerator 
Siebel Systems Inc. 
South San Francisco Unified School District 
Home Depot Inc. 
San Mateo County General Hospital 
Rudolph & Sletten Inc. 
Ephiphany Inc. 
Costco Wholesale 
Aeroground Inc. 
Openwave Systems Inc. 
Electronics for Imaging Inc. 

SAN MATEO COUNTY 
Major Employers 

Product/Service 

International airport 
Scheduled passenger transportation services 
Software & database publishing services 
Manufactures biotechnological & analytical instruments, biomass, reagents & 
chemicals 
Manufactures human pharmaceuticals produced by recombinant DNA technology 
for unmet medical needs 
Manufactures wiring, cable products & heat shrinkable tubing for transportation, 
aerospace & public utilities 
Develops custom & prepackaged computer software & relational database products 
Acute care facility; medical & surgical hospital & clinic 
Develops & publishes entertainment video & interactive computer games 
Mutual funds, real estate investments & trust service 
General medical & surgical hospital 
Manufactures integrated circuits 
Nonprofit research institute for technology research & development 
General medical & surgical hospital 
Academic & fundamental physics research 
Develops & publishes client/server sales automation software 
Public school district 
Retail home improvement store 
General medical & surgical hospital 
General contractors for commercial & industrial buildings 
Develops customized customer service software 
Warehouse membership club 
Air cargo service, US Customs facility 
Custom software developers for the cellular industries 
Distributors of computer peripheral equipment; software development 

Source: 2003 Harris InfoSource, January 2004. 

D-5 

Number of 
Employees 

23,000 
1,0000 
8,000 

3,000 

3,000 

3,000 

2,800 
2,800 
2,500 
2,000 
1,885 
1,603 
1,500 
1,259 
1,250 
1,181 
1,143 
1,070 
1,000 

940 
856 
820 
800 
800 
758 



The following table summarizes the historical numbers of workers by industry in the San Francisco 
Metropolitan Statistical Area, which includes San Mateo County. 

SAN FRANCISCO MSA 
Estimated Number of Wage and Salary Workers by lndustry<a> 

(in thousands) 

1999 2000 2001 

Agricultural 3,600 3,700 3,500 
Natural Resources, Mining 300 200 0 
Construction 42,900 45,600 47,600 
Manufacturing 63,100 61,400 56,100 
Trade, Transportation and Utilities 187,700 190,900 186,700 
Information 48,500 63,300 60,000 
Financial Activities 97,000 97,200 101,900 
Professional and Business Services 223,700 241,900 219,200 
Educational and Health Services 99,400 95,300 96,000 
Leisure and Hospitality 111,700 114,800 115,700 
Other Services 40,300 40,300 40,300 
Government 125 500 131,100 130 300 

Total All Industries 1,043,600 1,085,800 1,057,400 

2002 2003 

3,400 3,600 
200 200 

45,200 43,600 
49,500 45,500 

174,800 169,100 
50,700 47,000 
95,300 90,700 

188,400 177,700 
97,300 97,800 

113,600 112,300 
39,000 37,900 

133 100 131.000 

990,500 956,300 

(a) The industry employment data are now based upon the North American Industry Classification System (NAICS). Newly released data are 
not comparable to the data based on the Standard Industrial Classification (SIC). Items may not add to totals due to independent rounding. 
March 2003 Benchmark. 

Source: California Employment Development Department, Labor Market Information Division. 
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Employment 

The following table summarizes historical employment and unemployment in San Mateo County. 

SAN MATEO COUNTY 
Civilian Labor Force, Employment and Unemployment 

Annual Averages 

Civilian Labor Force(•) 
Employment 
Unemployment 

Total 

Unemployment Rate(bl 

1999 

386,600 
____]_,JJ)Q 

~ 

2.0% 

(a) 

(b) 
Based on place of residence; March 2003 Benchmark. 
The unemployment rate is calculated using unrounded data. 

2000 2001 

393,600 381,700 
----2..iQQ _,lLlill! 
400 ]00 ~ 

1.6% 2.9% 

Source: California Employment Development Department, Labor Market Information Division. 

361,100 
19,000 

3..8.0.li).Q 

5.0% 

351,600 
18 800 

~ 

5.1% 

The following table summarizes historical employment and unemployment in the San Francisco 
Metropolitan Statistical Area, which includes San Mateo County. 

Civilian Labor Force(•l 
Employment 
Unemployment 

Total 

Unemployment Rate(bl 

SAN FRANCISCO METROPOLITAN STATISTICAL AREA 
Civilian Labor Force, Employment and Unemployment 

Annual Averages 

1999 2000 

931,200 956,100 
23 200 20 900 

954400 977 000 

2.4% 2.1% 

2001 

927,400 
37,600 

965 000 

3.9% 

874,700 
55 000 

~ 

5.9% 

(a) 

(b) 
Based on place of residence; March 2003 Benchmark. 
The unemployment rate is calculated using unrounded data. 

Source: California Employment Development Department, Labor Market Information Division. 
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851,700 
51 300 

~ 

5.7% 



Introduction 

SAN MATEO COUNTY 
ECONOMIC PROFILE 

San Mateo County is located on a mountainous peninsula in Northern California. It is bordered on the 
west by the Pacific Ocean and on the east by the San Francisco Bay. The coastal mountain range bisects San 
Mateo County, limiting the western side to such rural uses as agriculture, game preserve, watershed, parks, and 
undeveloped lands. In addition, some restricted coastal developments, including the Cities of Daly City and 
Pacifica, are located on the west coast. In contrast, the eastern side of San Mateo County is densely-populated 
low land fronting San Francisco Bay, making up the middle of a continuous urban area stretching from San 
Jose (Santa Clara County) in the south to San Francisco in the north. The eastern half contains the major 
transportation arteries and facilities: U.S. Highway 101, Interstate 280, the San Mateo and Dumbarton bridges, 
San Francisco International Airport and the deepwater port of Redwood City. Many of San Mateo County's 
jobs were developed to support San Francisco's tourism, corporate headquarters and international trade, and 
the Silicon Valley electronics manufacturing area of Santa Clara County. Millions of people enter San Mateo 
County through San Francisco International Airport en route to these two destinations. 

Population 

The following table summarizes population figures for the City and for the County. 

2000 
2001 
2002 
2003 
2004 

SAN MATEO COUNTY 
Population 

Source: Adjusted January 1 estimates provided by the State Department of Finance. 
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San Mateo County 

707,163 
709,100 
709,900 
709,200 
712,400 
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ALAMEDA COUNTY 
TREASURER'S OFFICE 

COMPOSITION OF TREASURER'S CASH POOL 
As of March 31, 2004 

The following summarizes the profile of the investment portfolio by category as of March 31, 2004 
(see Attachment 1A for graphic illustration of Treasurer's investments by category): 

Book Value Market 
Cost Value 

LAIF $40,000,000 $40, 146,634 
Bankers Acceptance 29,832,703 29,841,932 
Collateralized Time Deposits 50,600,000 50,658,160 
Negotiable Certificates of Deposits 220,000,000 220,351,260 
Commercial Paper 150,695,945 150,855, 107 
Corporate Notes & Bonds 29,897,738 31,023,280 
Money Market Funds 111,000,000 111,095,465 
Federal Agency Notes & Bonds (2) 423,302,390 426,623,727 
Federal Agency Discount Notes 869,233,868 870,573,620 
US Treasury Bills 9,948, 181 9,979,784 
US Treasury Notes 30,071,371 30,143,900 
Total Investments $1,964,582, 196 $1,971,292,869 
Cash in Bank and on Hand 41,815,098 41,815,098 

Total Treasurer's Pool $2,006,397,294 $2,013, 107,967 

Footnotes: 

Of the total cash and investment holdings listed above $1,424,095,533 or 70.98% 
consisted of cash and investments maturing within three months of this report. 

(1) 

(1) 

(1) 

(1) 

See Attachment 18 for full graphic illustration of Treasurer's investment by maturity. 

(1) Market value of investments that have a maturity under I year from date of purchase 
are reflected at COST+ ACCRUED INTEREST. 

(2) The Federal Agency notes holdings consisted of the following breakdown: 

Bullet issues 
Callable issues 

Total 

$82,379, 140 
340,923,250 

$423,302,390 

%Held 

1.99% 
1.49% 
2.52% 

10.96% 
7.52% 
1.49% 
5.53% 

21.10% 
43.32% 

0.50% 
1.50% 

97.92% 
2.08% 

100.00% 

4.11% 
16.99% 

21.10% 

Attachm 

%Allowed 
Sec 5360 

N.A. 
N.A. 

no limit 
30% 

up to 30'} 
30% 
20% 

no limit 
no limit 
no limit 
no limit 



Construction Activity 

The following table summarizes historical residential building permit valuation for the County. 

(a) 

(b) 

(c) 

As of January 1. 

1999 
2000 
2001 
2002 
2003 

Does not include alterations and additions. 
Includes all residential building activity. 

ALAMEDA COUNTY 
Residential Building Permit Valuation 

(Dollars in Thousands) 

4,484 
4,138 
3,249 
3,555 
4,469 

Source: "California Building Pennit Activity," Economic Sciences Corporation. 

Commercial Activity 

Valuation(,) 

$843,660 
950,188 
665,961 
889,870 
942,388 

The following table summarizes historical taxable transactions in the County. 

1998 
1999 
2000 
2001 
2002 

Source: State Board of Equalization. 

ALAMEDA COUNTY 
Taxable Transactions 

(Dollars in Thousands) 

40,211 
40,640 
40,866 
41,709 
41,430 

C-6 

Taxable Transactions 

$19,221,688 
20,672,287 
23,763,516 
22,758,085 
21,264,629 



Major Employers 

The following table summarizes the major employers in the County. 

Employer 

Kaiser Foundation Health Plan 
Lawrence Livermore National Lab 
New United Motor Manufacturing 
Lawrence Berkeley National Lab 

PeopleSoft Inc. 

Fremont Unified School District 
ADTinc. 
Safeway 
AC Transit 
Hayward Unified School District 
Alameda County Medical Center 
Bayer Corp. 

Read-Rite Corp. 

Clorox Co. Inc. 
Albertson's 
Children's Hospital Medical Center 
Livermore Valley Jt. Unified School 
District 
Summit Medical Center 
Sybase Inc. 

Lam Research Corp. 

Chiron Corp. 

Sandia National Laboratories 
Seagate Recording Media 

Product/Service 

ALAMEDA COUNTY 
Major Employers 

Not-for-profit managed health care operating a network of doctors & hospitals 
Nuclear, environmental, energy & biomedical research & development 
Manufactures automobiles & trucks 
Commercial research & development 
Develops prepackaged software for human resources, financial, manufacturing 
& high education applications 
Public school district 
Retail home security equipment store 
Supermarket 
Public transportation system for Alameda & Contra Costa Counties 
Public school district 
County hospital 
Develops & manufactures biological & biotechnology derived pharmaceuticals 
Manufactures recording heads & head stack assemblies for disk drives & 
magnetic-resistive heads for quarter inch cartridge tape drives 
Manufactures polishes, cleaning & sanitation products 
Supermarket 
Medical & surgical hospital for children 

Public school district 

Medical & surgical hospital 
Publishes e-business software, seminars & consulting services 
Manufactures wafer fabrication equipment & services for the semiconductor 
industries 
Provides biotechnology development for prevention & treatment of cancer, 
heart & infectious diseases 
Nuclear research & development laboratories 
Manufactures CD disks for hard disk drives 

Source: 2003 Harris InfoSource; March 2004. 
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Number of Employees 

16,500 
9,000 
7,000 
5,000 

4,750 

3,500 
3,000 
2,590 
2,400 
2,400 
2,200 
2,000 

2,000 

1,950 
1,920 
1,900 

1,600 

1,500 
1,500 

1,400 

1,300 

1,300 
1,300 



The following table summarizes the historical numbers of workers in the Oakland Metropolitan 
Statistical Area, which is comprised of both Alameda and Contra Costa Counties, by industry. 

OAKLANDMSA 
Estimated Number of Wage and Salary Workers by Industry<a> 

(in thousands) 

1999 2000 2001 2002 

Agricultural 2,300 3,000 3,000 3,000 
Natural Resources and Mining 2,300 2,400 1,600 1,200 
Construction 60,000 65,500 69,700 66,600 
Manufacturing 112,100 116,500 13,200 103,600 
Trade, Transportation and Utilities 202,700 207,600 210,000 204,600 
Information 35,000 39,000 37,700 35,200 
Financial Activities 50,000 50,600 58,600 62,500 
Professional and Business Services 160,200 170,200 159,000 149,600 
Educational and Health Services 109,200 110,700 112,500 114,700 
Leisure and Hospitality 72,400 73,700 77,900 79,900 
Other Services 31,000 31,900 35,800 37,800 
Government 173 000 176 600 178 800 184200 
Total All Industries 1,010,200 1,047,600 1,057,800 1,042,800 

2003 

2,700 
800 

67,200 
97,400 

198,000 
32,300 
67,900 

143,400 
117,400 
80,600 
37,700 

182 100 
1,027,400 

(•) The industry employment data are now based upon the North American Industry Classification System (NAICS). Newly released data are 
not comparable to the data based on the Standard Industrial Classification (SIC). Items may not add to totals due to independent rounding. 
March 2003 Benchmark 

Source: California Employment Development Department, Labor Market Information Division. 
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Employment 

The following table summarizes historical employment and unemployment in Alameda County. 

ALAMEDA COUNTY 
Civilian Labor Force, Employment and Unemployment 

Annual Averages 

Civilian Labor ForceC•l 
Employment 
Unemployment 

Total 

Unemployment Rate<b) 

1999 

688,100 
24,600 

712 700 

3.5% 

(a) 

(b) 
Based on place of residence; March 2003 Benchmark. 
The unemployment rate is calculated using unrounded data. 

2000 2001 

712,600 714,400 
21 700 34100 

~ 748 500 

3.0% 4.6% 

Source: California Employment Development Department, Labor Market Information Division 

2002 2003 

704,600 698,900 
51 600 51 000 

756 200 142.2.00 

6.8% 6.8% 

The following table summarizes historical employment and unemployment in the Oakland 
Metropolitan Statistical Area, which comprises both the County and Contra Costa County. 

OAKLANDMSA 
Civilian Labor Force, Employment and Unemployment 

Annual Averages 

Civilian Labor Force<•) 
Employment 
Unemployment 

Total 

Unemployment Rate(bl 

1999 

1,170,200 
39 700 

1202 900 

3.3% 

(a) 

(b) 
Based on place of residence; March 2003 Benchmark. 
The unemployment rate is calculated using unrounded data. 

2000 2001 

1,198,600 1,206,100 
35,300 50,800 

1,233,900 1,256,900 

2.9% 4.0% 

Source: California Employment Development Department, Labor Market Information Division 
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2002 

1,197,300 
78,500 

1,275,800 

6.2% 

1,187,700 
79 700 

1267400 

6.3% 



Introduction 

ALAMEDA COUNTY 
ECONOMIC PROFILE 

Alameda County (the "County") is located on the east side of the San Francisco Bay and extends from 
the Cities of Berkeley and Albany in the north to the City of Fremont in the south. It is the sixth most 
populous county in the State, with most of its population is concentrated in a highly urbanized area between 
the San Francisco Bay and the East Bay Hills. 

The northern part of the County has direct access to San Francisco Bay and the city of San Francisco. 
It is highly diversified with residential areas as well as traditional heavy industry, the University of California 
at Berkeley, the Port of Oakland, and sophisticated manufacturing, computer services and biotechnology firms. 
The middle of the County is also highly developed, including older established residential and industrial areas. 
The southeastern comer of the County has seen strong growth in residential development and manufacturing. 

Many high-tech firms have moved from neighboring Silicon Valley in Santa Clara County into this area. The 
southwestern comer of the County has seen the most development in recent years due to land availability. 
Agriculture and the rural characteristics of this area are disappearing as the region maintains its position as the 
fastest growing residential, commercial and industrial part of the County. 

Population 

The following table summarizes population figures for the County. 

2000 
2001 
2002 
2003 
2004 

ALAMEDA COUNTY 
Population 

Alameda County 

1,443,939 
1,465,000 
1,481,900 
1,487,700 
1,498,000 

Source: Based upon adjusted January I estimates provided by the State. 
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District agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and 
agents, harmless against any loss, expense and liabilities which it may incur arising out of or in the 
exercise or performance of its powers and duties hereunder, including the costs and expenses 
(including attorneys fees) of defending against any claim of liability, but excluding liabilities due to 
the Dissemination Agent's negligence or willful misconduct. The obligations of the District under this 
Section shall survive resignation or removal of the Dissemination Agent and payment of the Notes. 

Section 10. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the 
District, the Dissemination Agent, the Participating Underwriters and holders and beneficial owners 
from time to time of the Notes, and shall create no rights in any other person or entity. 

Date: [Closing Date] 
____ SCHOOL DISTRICT 

BY-~~~~~~~~~~~~~~~-
Title -----------------

Appendix B 
Page 3 



(b) Whenever the District obtains knowledge of the occurrence of a Listed Event, the District 
shall as soon as possible determine if such event would be material under applicable Federal 
securities law. 

(c) If the District determines that knowledge of the occurrence of a Listed Event would be 
material under applicable Federal securities law, the District shall promptly file a notice of such 
occurrence with the Municipal Securities Rulemaking Board and each State Repository. 
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(viii) and (ix) need 
not be given under this subsection any earlier than the notice (if any) of the underlying event is given 
to holders of affected Notes pursuant to the Resolution. 

Section 4. Termination of Reporting Obligation. The District's obligations under this 
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full 
of all of the Notes. If such termination occurs prior to the final maturity of the Notes, the District shall 
give notice of such termination in the same manner as for a Listed Event under Section 3(c). 

Section 5. Dissemination Agent. The District may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and 
may discharge any such Agent, with or without appointing a successor Dissemination Agent. The 
initial Dissemination Agent shall be the District. 

Section 6. Amendment: Waiver. Notwithstanding any other prov1s10n of this Disclosure 
Certificate, the District may amend this Disclosure Certificate, and any provision of this Disclosure 
Certificate may be waived, provided that the following conditions are satisfied: 

(a) if the amendment or waiver relates to the provisions of Section 3(a) it may only be made in 
connection with a change in circumstances that arises from a change in legal requirements, change in 
law, or change in the identity, nature, or status of an obligated person with respect to the Notes, or 
type of business conducted; 

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of 
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of 
the primary offering of the Notes, after taking into account any amendments or interpretations of the 
Rule, as well as any change in circumstances; and 

(c) the proposed amendment or waiver either (i) is approved by holders of the Notes , or (ii) 
does not, in the opinion of the Trustee or nationally recognized bond counsel, materially impair the 
interests of the holders or beneficial owners of the Notes. 

Section 7. Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the District from disseminating any other information, using the means of dissemination set 
forth in this Disclosure Certificate or any other means of communication, or including any other 
information in any notice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Certificate. If the District chooses to include any information in any notice of occurrence 
of a Listed Event in addition to that which is specifically required by this Disclosure Certificate, the 
District shall have no obligation under this Disclosure Certificate to update such information or 
include it in any future notice of occurrence of a Listed Event. 

Section 8. Default. In the event of a failure of the District to comply with any provision of this 
Disclosure Certificate any holder or beneficial owner of the Notes may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to 
cause the District to comply with its obligations under this Disclosure Certificate. A default under this 
Disclosure Certificate shall not be deemed an Event of Default under the Resolution, and the sole 
remedy under this Disclosure Certificate in the event of any failure of the District to comply with this 
Disclosure Certificate shall be an action to compel performance. 

Section 9. Duties. Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the 
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APPENDIX B 

FORM OF CONTINUING DISCLOSURE CERTIFICATES 

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered 
by the SCHOOL DISTRICT (the "District") in connection with the issuance by the Board 
of Supervisors of County (the "Board") in the name of the District of $ ____ _ 
____ School District ( County, California) 2004 Tax and Revenue Anticipation Notes 
(the "Notes"). The Notes are being issued pursuant to a resolution adopted by the Board of Education 
[or Trustees] of the District on 2004, and a resolution adopted by the Board on ____ _, 
2004 (collectively, the "Resolution"). The District covenants and agrees as follows: 

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed 
and delivered by the District for the benefit of the holders and beneficial owners of the Notes and in 
order to assist the Participating Underwriters in complying with S.E.C. Rule 15c2-12(b)(S). 

Section 2. Definitions. In addition to the definitions set forth in the Resolution, which apply to 
any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the 
following capitalized terms shall have the following meanings: 

"Dissemination Agent" shall mean the District, or any successor Dissemination Agent 
designated in writing by the District and which has filed with the District a written acceptance of 
such designation. 

"Listed Events" shall mean any of the events listed in Section3(a) of this Disclosure Certificate. 

"Participating Underwriter" shall mean any of the original underwriters of the Notes required 
to comply with the Rule in connection with offering of the Notes. 

"Repository" shall mean each State Repository. 

"Rule" shall mean Rule15c2-12(b)(S) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 

"State Repository" shall mean any public or private repository or entity designated by the State 
of California as a state repository for the purpose of the Rule and recognized as such by the Securities 
and Exchange Commission. As of the date of this Disclosure Certificate, there is no State Repository. 

Section 3. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 3, the District shall give, or cause to be given, 
notice of the occurrence of any of the following events with respect to the Notes, if material: 

(i) Principal and interest payment delinquencies. 
(ii) Non-payment related defaults. 
(iii) Unscheduled draws on debt service reserves reflecting financial difficulties. 
(iv) Unscheduled draws on credit enhancements reflecting financial difficulties. 
(v) Substitution of credit or liquidity providers, or their failure to perform. 
(vi) Adverse tax opinions or events affecting the tax-exempt status of the security. 
(vii) Modifications to rights of security holders. 
(viii) Contingent or unscheduled bond calls. 
(ix) Defeasances. 
(x) Release, substitution, or sale of property securing repayment of the securities. 
(xi) Rating changes. 
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5. The interest on the Notes is exempt from personal income taxation imposed by the State of 
California. 

The rights of the owners of the Notes and the enforceability thereof may be subject to 
bankruptcy, insolvency, moratorium and other similar laws affecting creditors' rights heretofore or 
hereafter enacted and their enforcement may be subject to the exercise of judicial discretion in 
accordance with general principles of equity. 

Respectfully submitted, 
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FORM OF LEGAL OPINION FOR NON- BANK QUALIFIED DISTRICT 

[Letterhead of Quint & Thimmig LLP] 

Board of Education [or Trustees] 
______ School District 

____ __, California 

[Closing Date] 

OPINION: $ School District( ____ County, California) 2004 Tax and 
Revenue Anticipation Notes 

Members of the Board of Education [or Trustees]: 

We have acted as bond counsel to the School District (the "District") in connection 
with the issuance by the Board of Supervisors of County (the "Board") of $ ___ _ 
principal amount of School District ( , California) 2004 Tax and Revenue 
Anticipation Notes, dated 2004 (the "Notes"), pursuant to Article 7.6 (commencing with 
section 53850), Chapter 4, Part 1, Division 2, Title 5 of the California Government Code, and a 
resolution of the Board adopted on 2004 (the "Resolution"). We have examined the law 
and such certified proceedings and other papers as we deemed necessary to render this opinion. 

As to questions of fact material to our opinion, we have relied upon representations of the 
Board contained in the Resolution and in the certified proceedings and certifications of public officials 
and others furnished to us, without undertaking to verify such facts by independent investigation. 

Based upon our examination, we are of the opinion, as of the date hereof, that: 

1. The District is duly created and validly existing as a school district with the power to cause 
the Board to issue the Notes in its name and to perform its obligations under the Resolution and the 
Notes. 

2. The Resolution has been duly adopted by the Board and creates a valid first lien on the 
funds pledged under the Resolution for the security of the Notes. 

3. The Notes have been duly authorized, issued and delivered by the Board and are valid and 
binding general obligations of the District enforceable in accordance with their terms. 

4. The interest on the Notes is excluded from gross income for federal income tax purposes 
and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on 
individuals and corporations; it should be noted, however, that, for the purpose of computing the 
alternative minimum tax imposed on corporations (as defined for federal income tax purposes), such 
interest is taken into account in determining certain income and earnings. The opinions set forth in 
the preceding sentence are subject to the condition that the District comply with all requirements of 
the Internal Revenue Code of 1986 that must be satisfied subsequent to the issuance of the Notes in 
order that interest thereon be, or continue to be, excluded from gross income for federal income tax 
purposes. The District has covenanted to comply with each such requirement. Failure to comply with 
certain of such requirements may cause the inclusion of interest on the Notes in gross income for 
federal income tax purposes to be retroactive to the date of issuance of the Notes. We express no 
opinion regarding other federal tax consequences arising with respect to the Notes. 
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(the "Code"), and, in the case of certain financial institutions (within the meaning of section 265(b )(5) 
of the Code), a deduction is allowed for eighty percent (80%) of that portion of such financial 
institutions' interest expense allocable to interest payable on the Notes. The opinions set forth in the 
preceding sentences are subject to the condition that the District comply with all requirements of the 
Code that must be satisfied subsequent to the issuance of the Notes in order that interest thereon be, 
or continue to be, excluded from gross income for federal income tax purposes. The District has 
covenanted to comply with each such requirement. Failure to comply with certain of such 
requirements may cause the inclusion of interest on the Notes in gross income for federal income tax 
purposes to be retroactive to the date of issuance of the Notes. We express no opinion regarding other 
federal tax consequences arising with respect to the Notes. 

5. The interest on the Notes is exempt from personal income taxation imposed by the State of 
California. 

The rights of the owners of the Notes and the enforceability thereof may be subject to 
bankruptcy, insolvency, moratorium and other similar laws affecting creditors' rights heretofore or 
hereafter enacted and their enforcement may be subject to the exercise of judicial discretion in 
accordance with general principles of equity. 

Respectfully submitted, 
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APPENDIX A 

FORMS OF LEGAL OPINIONS 

FORM OF LEGAL OPINION FOR BANK QUALIFIED DISTRICT 

[Letterhead of Quint & Thimmig LLP] 

Board of Education [or Trustees] 
______ School District 

____ _, California 

[Closing Date] 

OPINION: $ School District( ____ County, California) 2004 Tax and 
Revenue Anticipation Notes 

Members of the Board of Education [or Trustees]: 

We have acted as bond counsel to the School District (the "District") in connection 
with the issuance by the Board of Supervisors of County (the "Board") of $. ___ _ 
principal amount of School District ( , California) 2004 Tax and Revenue 
Anticipation Notes, dated 2004 (the "Notes"), pursuant to Article 7.6 (commencing with 
section 53850), Chapter 4, Part 1, Division 2, Title 5 of the California Government Code, and a 
resolution of the Board adopted on 2004 (the "Resolution"). We have examined the law 
and such certified proceedings and other papers as we deemed necessary to render this opinion. 

As to questions of fact material to our opinion, we have relied upon representations of the 
Board contained in the Resolution and in the certified proceedings and certifications of public officials 
and others furnished to us, without undertaking to verify such facts by independent investigation. 

Based upon our examination, we are of the opinion, as of the date hereof, that: 

1. The District is duly created and validly existing as a school district with the power to cause 
the Board to issue the Notes in its name and to perform its obligations under the Resolution and the 
Notes. 

2. The Resolution has been duly adopted by the Board and creates a valid first lien on the 
funds pledged under the Resolution for the security of the Notes. 

3. The Notes have been duly authorized, issued and delivered by the Board and are valid and 
binding general obligations of the District enforceable in accordance with their terms. 

4. The interest on the Notes is excluded from gross income for federal income tax purposes 
and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on 
individuals and corporations; it should be noted, however, that, for the purpose of computing the 
alternative minimum tax imposed on corporations (as defined for federal income tax purposes), such 
interest is taken into account in determining certain income and earnings. The Notes are "qualified 
tax-exempt obligations" within the meaning of section 265(b )(3) of the Internal Revenue Code of 1986 
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Additional Information 

The purpose of this Official Statement is to furnish information in connection with the sale of the 
Notes. Quotations from and summaries and explanations of the Notes, the Authorizing Resolutions for the 
Notes, and the constitutional provisions, statutes, and other documents contained herein do not purport to be 
complete, and reference is hereby made to said Notes, Authorizing Resolutions, constitutional provisions, 
statutes, and other documents for full and complete statements of their provisions. 

All data contained herein have been taken or constructed from each District's records and other 
sources. The appropriate official of each District, acting in his or her official capacity, has reviewed this 
Official Statement and has determined that, as of the date hereof, the information contained herein is, to the 
best of his or her knowledge and belief, true and correct in all material respects and does not contain an untrue 
statement of a material fact or omit to state a material fact necessary in order to make the statements made, in 
light of the circumstances under which they were made, not misleading. The appropriate official of each 
District will execute a certificate to this effect upon delivery of the Notes. This Official Statement and its 
distribution have been duly authorized and approved by each District Board. 

ALAMEDA UNIFIED SCHOOL DISTRICT 

Isl Dr. Alan Nishino 
Superintendent 

CUPERTINO UNION SCHOOL DISTRICT 

Isl William F. Hausman, Jr. 
Assistant Superintendent, Business Services 

FREMONT UNION HIGH SCHOOL DISTRICT 

Isl Michael Rafetto 
Chief Business Officer/Associate Superintendent 

MILPITAS UNIFIED SCHOOL DISTRICT 

Isl Karen Allen 
Assistant Superintendent, Business Services 

RINCON VALLEY UNION ELEMENTARY 
SCHOOL DISTRICT 

Isl Tim Justus 
Superintendent 

ALBANY UNIFIED SCHOOL DISTRICT CERES UNIFIED SCHOOL DISTRICT 

/s/ William L. Wong. Ed.D. ..,lsl:..:S.,.c,.,ot"'"t ..,Si""eg""el,..._ ________ _ 
Superintendent Assistant Superintendent, Business Services 

DUBLIN UNIFIED SCHOOL DISTRICT EVERGREEN SCHOOL DISTRICT 

/s/ Beverly Heironimus ='sl~J~a=m=es~C=r~aw~i=o~rd~--------
Chief Fiscal Officer Assistant Superintendent of Business Services 

LOS ALTOS SCHOOL DISTRICT LOS GATOS UNION SCHOOL DISTRICT 

Isl Randall A. Kenyon. Jr. ='sl~L=i=nd=a~L=a=ta=sa~---------
Assistant Superintendent, Business Services Assistant Superintendent Business Services 

PETALUMA JOINT UNION HIGH PIEDMONT UNIFIED SCHOOL DISTRICT 
SCHOOL DISTRICT 

Isl Steve Bolman ='sl~C=o=n=st=an=c~e =H=uh=h=a=rd~-------
Deputy Superintendent Business and Administration Superintendent 

SAN LORENZO UNIFIED SCHOOL DISTRICT SEQUOIA UNION HIGH SCHOOL 
DISTRICT 

Isl Lowell Shira ='sl"""'P'-"'a=tr=ic=k=R=-. G=e=m=m=a;.._ ______ _ 
Assistant Superintendent Business Services Superintendent 

SUNNYVALE SCHOOL DISTRICT 

Isl Benjamin H. Picard 
Deputy Superintendent 
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duly authorized to do so; and 

(f) The receipt of the District for the purchase price of the Notes. 

(g) The Continuing Disclosure Certificate of the District in substantially the form shown in 
APPENDIX B attached hereto. 

Financial Advisor 

The Districts have entered into an agreement with Kelling, Northcross & Nobriga, A Division of Zions 
First National Bank, (the "Financial Advisor") whereunder the Financial Advisor provides financial 
recommendations and guidance to the Districts with respect to preparation for sale of the Notes, timing of sale, 
tax-exempt bond market conditions, costs of issuance, and other factors related to the sale of the Notes. The 
Financial Advisor has read and participated in the drafting of certain portions of this Official Statement and has 
supervised the completion and editing thereof. The Financial Advisor has not audited, authenticated or 
otherwise verified the information set forth in the Official Statement, or any other related information available 
to the Districts, with respect to accuracy and completeness of disclosure of such information, and the Financial 
Advisor makes no guaranty, warranty or other representation respecting accuracy and completeness of the 
Official Statement or any other matter related to the Official Statement. 

The Financial Advisor has obtained permission from each separate District, except Petaluma Joint 
Union High School District, Rincon Valley Union Elementary School District and Sequoia Union High School 
District, for Zions First National Bank to submit a bid in its behalf, or participate in a syndicate account, at the 
public sale for the purchase of the Notes. Financial Advisor fees are contingent upon the sale and delivery of 
the Notes. 

Continuing Disclosure 

Each District will benefit of holders and beneficial owners of its Notes to provide notice of the 
occurrence of certain enumerated events, if material. The notices of material events will be filed by each 
District with the Municipal Securities Rulemaking Board (and with the appropriate State information 
depository, if any). The specific nature of the information to be contained in the notices of material events is 
set forth in "APPENDIX B - FORM OF CONTINUING DISCLOSURE CERTIFICATES." These 
covenants have been made in order to assist the Underwriters in complying with S.E.C. Rule 15c2-12(b)(5). 

IRS Audit Program 

The Internal Revenue Service, as part of its regular audit program, has focused on California school 
district tax and revenue anticipation notes in recent years. As part of the Alameda County Office of Education 
TRAN pool, the Albany Unified School District, the Dublin Unified School District and the Piedmont City 
Elementary School District, and as an individual issuer, the Fremont Union High School District are among the 
districts whose prior year tax and revenue anticipation note issues are under audit. Each District is cooperating 
with the information requests of the IRS. The Districts can provide no current estimate of the outcome of their 
discussions with the IRS. 
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Underwriting 

Pursuant to the terms of separate and distinct public bids held o11TJ t14fil04, each separate issue of 
Notes is being purchased for reoffering pursuant to the terms and conditions set forth on the cover page of this 
Official Statement, by the respective underwriter specified in the table below (the "Underwriters"). 

Issuer Underwriter CU SIP Purchase Price 

Alameda Unified School District Banc of America Securities 010824GA2 $ 4,660,377 
Albany Unified School District Zions First National Bank 012104ZKE4 2,735,154 
Ceres Unified School District Banc of America Securities 156753EG6 5,532,135 
Cupertino Union School District Banc of America Securities 231237WD6 8,614,078 
Dublin Unified School District Commerce Capital Markets, Inc. 26362VAVO 3,545,500 
Evergreen School District O'Connor Southwest Securities 300191YB3 6,082,380 
Fremont Union High School District O'Connor Southwest Securities 357172RLI 9,630,860 
Los Altos School District Wells Fargo Brokerage Services, LLC 544290DUO 6,333,937 
Los Gatos Union School District Wells Fargo Brokerage Services, LLC 545522LM4 3,039,390 
Milpitas Unified School District Zions First National Bank 601670GF3 3,545,363 
Petaluma Joint Union High School District Banc of America Securities 715875RY8 5,299,806 
Piedmont Unified School District Zions First National Bank 720135JN3 3,544,243 
Rincon Valley Union Elementary School District Wells Fargo Brokerage Services, LLC 76778PAW4 2,520,550 
San Lorenzo Unified School District Banc of America Securities 798492HN7 4,052,573 
Sequoia Union High School District O'Connor Southwest Securities 817409QW8 13,181,090 
Sunnyvale School District Banc of America Securities 867578MK9 5,066,438 

Closing Papers 

The District will furnish to the Underwriters, without charge, concurrently with payment for and 
delivery of the Notes by the Underwriters, the following closing papers, each dated the date of such delivery: 

(a) The opinion of Quint & Thimmig, LLP, San Francisco, California, Bond Counsel, 
substantially in the form attached as APPENDIX A hereto; 

(b) The tax certificate of the District containing certifications and covenants relied upon by Bond 
Counsel in rendering its opinion that the interest on the Notes is exempt from federal income 
taxation; 

( c) The certificate on behalf of the District certifying that there is no litigation pending affecting 
the validity of the Notes; 

( d) The Certificate of an appropriate District official, acting on behalf of the District solely in his 
or her official and not in his or her personal capacity, certifying that at the time of the sale of 
the Notes and at all times subsequent thereto up to and including the time of delivery of the 
Notes to the initial purchasers thereof, to the best knowledge and belief of said Official, this 
Official Statement (excluding the description of the DTC and its book-entry system, 
information provided by the Underwriter relating to the underwriting and the reoffering of the 
Notes, and information relating to the investment of District funds, provided by the County 
Treasurer-Tax Collector), did not contain any untrue statement of a material fact or omit to 
state a material fact necessary to make the statements therein, in light of the circumstances 
under which they were made, not misleading; 

(e) The signature certificate of the officials of the District certifying that said officials have 
signed the Notes, whether by facsimile or manual signature, and that they were respectively 
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Counsel expresses no opinion regarding any federal or state tax consequences arising with respect to the Notes 
other than as expressly described above. 

Legality for Investment in California 

Under the provisions of the Financial Code of the State, the Notes are legal investments for 
commercial banks in the State to the extent that the Notes, in the informed opinion of the bank, are prudent for 
the investment funds of its depositors, and under provisions of the Government Code of the State are eligible to 
secure deposits of public moneys in the State. 

No Litigation 

No litigation is pending or threatened against any District concerning the validity of the Notes of such 
District and a certificate of each of the Districts to that effect will be available at the time of original delivery 
of the Notes. Each respective District is not aware of any litigation pending or threatened questioning the 
political existence of such District or contesting such District's ability to collect or receive the Pledged 
Revenues, or contesting its ability to pay the principal of and interest on the Notes. 

There may be one or more lawsuits and claims pending against some Districts. The aggregate amount 
of the uninsured liabilities of any District, and the timing of any anticipated payments of judgments which may 
result from suits and claims will not materially affect the finances of such District or impair its ability to repay 
the Notes. A certificate of each District to this effect will be available at the time of original delivery of the 
Notes. 

Legal Opinion 

The opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel to each of the 
Districts with respect to the Notes, approving the validity of the Notes and stating that, in the opinion of Bond 
Counsel, interest on the Notes is excluded from gross income for federal income tax purposes and is exempt 
from personal income taxation by the State will be provided free of charge to the purchasers at the time of the 
original delivery of the Notes. See "APPENDIX A- FORMS OF LEGAL OPINIONS". 

MISCELLANEOUS 

Ratings 

Standard & Poor's has separately assigned its municipal note rating of"SP-1 +" to each issue ofNotes, 
with the exception of Piedmont Unified School District, which was assigned its municipal rating of "SP-1". 
Such ratings reflect only the view of Standard & Poor's and any desired explanation of the significance of such 
ratings should be obtained from the rating agency at the following address: Standard & Poor's Services, 55 
Water Street, 381

h Floor, New York, New York 10041. 

Generally, a rating agency bases its rating on the information and materials furnished to it and on 
investigations, studies, and assumptions of its own. There is no assurance that a rating assigned will continue 
for any given period of time or that a rating will not be revised downward or withdrawn entirely by a rating 
agency, if in the judgment of the rating agency, circumstances so warrant. Any such downward revision or 
withdrawal of a rating may have an adverse effect of the market price of the Notes. 
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LEGAL MATTERS 

Tax Matters 

In the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, subject, however, 
to the qualifications set forth below, under existing law, the interest on each issue of Notes is excluded from 
gross income for federal income tax purposes and such interest is not an item of tax preference for purposes of 
the federal alternative minimum tax imposed on individuals and corporations, provided, however, that, for the 
purpose of computing the alternative minimum tax imposed on corporations (as defined for federal income tax 
purposes), such interest is taken into account in determining certain income and earnings. The Notes issued in 
the name of the Districts identified as "Bank Qualified" on the cover of this Official Statement are "qualified 
tax-exempt obligations" within the meaning of section 265(b)(3) of the Internal Revenue Code of 1986 (the 
"Code") such that, in the case of certain financial institutions ( within the meaning of section 265 (b )( 5) of the 
Code), a deduction for federal income tax purposes is allowed for 80 percent of that portion of such financial 
institutions' interest expense allocable to interest payable on such Notes. 

The opinions set forth in the preceding paragraph are subject to the condition that the Districts comply 
with all requirements of the Code that must be satisfied subsequent to the issuance of the Notes in order that 
such interest be, or continue to be, excluded from gross income for federal income tax purposes. Each District 
will comply with each such requirement. Failure to comply with certain of such requirements may cause the 
inclusion of such interest in gross income for federal income tax purposes to be retroactive to the date of 
issuance of the Notes. Bond Counsel expresses no opinion regarding other federal tax consequences arising 
with respect to the Notes. 

In the further opinion of Bond Counsel, interest on each issue of Notes is exempt from California 
personal income taxes. 

Purchasers should be aware that the Internal Revenue Service (the "IRS") has issued Notice 94-84 
which may have certain tax ramifications with respect to the Notes. This Notice provides generally that, in the 
case of short-term tax-exempt obligations, such as the Notes, the IRS is studying whether interest payable at 
maturity on the obligations should, or should not, be included in stated redemption price at maturity, for 
purposes of the Rule, that original issue discount represents the excess of the stated redemption price at 
maturity over issue price. 

Notice 94-84 states that until the IRS provides further guidance, taxpayers may treat stated interest on 
certain short-term obligations, such as the Notes, either as includable in stated redemption price at maturity or 
as not included in stated redemption price at maturity. A taxpayer, however, must treat stated interest payable 
at maturity on all short-term tax-exempt bonds in a consistent manner. A short-term tax-exempt bond is 
defined as a tax-exempt bond with a term that is not more than 1 year from the date of issue. 

Purchasers of the Notes are cautioned that the opinion of Bond Counsel does not identify the amount 
of interest that is excluded from gross income for federal income tax purposes. 

Purchasers of the Notes should consult their tax advisors regarding effects of Notices 94-84 upon 
individual tax circumstances. 

Owners of the Notes should also be aware that the ownership or disposition of, or the accrual or receipt 
of interest on, the Notes may have federal or state tax consequences other than as described above. Bond 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENfS 
JUNE 30, 2003 

NOTE 16-DEFERRED STATE APPROPRIATIONS 

As part of the plan to address the budget crisis facing the State of California, Senate Bill (SB) XI 18 (the Bill) 
was signed into law during the year ended June 30, 2003. The provisions of the Bill significantly altered funding 
for California local educational agencies (LEAs). The Bill, among other things, shifted the appropriation for and 
the payment of the June 2003principal apportioDlJlcnt for the genllI!ll and adult funds into the 2003--04 fiscal year. 
The Bill allowed LEAs to recognize fflr budgetary and financial reporting pUipOScs any amount of state 
appropriations deferred from the current fiscal year and appropriated from the subsequent fisc;al year for payment 
of current-year costs as a receivable in the current year. In addition, Assembly Bill 2781 deferred the 2002-03 
appropriations for the Home-to-School Transportation, School Improvement, Targeted Instructional 
Improvement, and SUpplemcntal ~tprograms into the 2003-04 fiscal year. Exclusion of the apportionments 
would have resulted in a decrease in receivables, revenue and available reserves in. the General Fund of$330,837. 

NOTE 17 -TAX AND REVENUE ANTICIPATION NOTES 

On July l, 2002, the District issued $5,000,000 Tax and Revenue Anticipation Notes bearing interest at 3%. The 
notes were issued to supplement cash flows. Interest and principal were due and payable on July 1, 2003. The 
District repaid the obligation by the due date. 

NOTE 18- SUBSEQUENT EVENT 

The District issued $5,000,000 ofTax And Revenue Anticipation Notes dated July 1, 2003. The notes mature on 
J\Ule 30, 2004, and yield 2% interest. The notes were sold to supplement cash flow. Repayment requirements arc 
that 50 percent of principal and interest be deposited with the fiscal agent by January 1, 20Q4, and the remaining 
50 percent of principal and interest due on account by Aptjl 30, 2004. 
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SUNNYV ~E SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Operating Leases Revenue 

The District leases ccttain facilities under lease agreements classified as operating leases. None of the 
agreements contain purchase options. The rental income was approximately $2,386,522 ~ the year ended 
June 30, 2003. The following is a schedule by fiscal year of the minimum rental receipts under such operating 
leases, which expire at various dates through 2010. 

Year Ending 
Jwie30, 

2004 
2005 
2006 
2007 
2008 

2009-2010 
Total 

Construction Commltments 

..... 
Lease 

Revenue 
$ 2,454,788 

2,505,529 
2,408,997 
2,461,995 
2,516,159 
5,199,602 

$ 17,547.071 

As of June 30, 2003, the District had the following commitments with respect to the unfinished capital 
projects: 

CAPITAL PROJECT 
Modernization at various sites 

Lakewood Elementary School 
Cherry Chase Elementary School 
Cumberland Elementary School 
Ellis Elementary School 
San Miguel Elementary School 
Cobm:ibia Middle School 
Sunnyvale Middle School 
Vargas Elementary School 

Cherry Chase l'ain~ 
EllislVargas Elementary School Relocatable Classrooms 
Cherry Chase Multi/Kitchen Remodel 
Sunnyvale Master Plan 
Challenger Portab!Elementary 
Sunnyvale Middle School Gym Repairs 
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Remaining 
Constmction 
Commitment 

$ 140;903 
209,012 

80,449 
195,372 

1,224,465 
80,000 

1,208,792 
719,867 

7,785 
15,637 
14,800 
5,000 
7,800 

114,352 
$ 4,024,234 

Expected 
Date of 

Completion 

2/1/2004 
3/1/2004 
2/1/2004 
3/1/2004 

l/30/2QQ4 
1/1/2004 

2/28/2004 
1/112004 

11/1/2003 
2/1/2004 
3/1/2004 
4/1/2004 

9/1/03 
3/1/2004 

SUNNYVALE SCHOOL DISTRlCT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 15 • l"ARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWER 
AUTHORITIES 

The Dislrict is a member of the Santa Clara County Schools Insurance Group public entity risk pool and. the 
Silicon Valley Transportation Authority QPA). The Dislrict pays an annual premium to Santa Clara CQunty 
Schools Insurance Group for its heal!!J.,. workers' compensation. and property liability coverage. Payments for 
transportation services arc paid to the Silii;on Valley Transportation Authority JP A. The relationships between 
the. District, 1he pools, and the JP A's are such that they arc not component 1mits of the Dislrict for financial 
reporting purposes. 

These entities have budgeting and financial reporting requirements independent of member units and their 
financial statements are not presented in these financial statements; however, fund transacµons between the 
entities and the District are included in these statements. Audited financial statements arc available from the 
respective entities. 

B, Purpose 

c. Participants 

D. Governing Board 

Santa Clara CoWlty 
Schools Insurance Group 

()perate a comrnQn risk 
m1µ1agement and insllnlllC!) 
progratll for member 
school dislricts 

School districts. and 
county office of 
education · 

One representatiYC from 
each member district 

E. Condensed Audited Financial Information FoDows 

Assets 
Lial:!ilities 

Revenues 
Expenses 

Fund Equity 

Net Increase (Decrease) in 
Fund Equity 

F. Payments fo_r the Current Year 

* Most recent infonnation available, 
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June 30, 2002* 
$ 22,002,395 

9,351,369 
$ 12,651,026 

$ 

$ 

20,818,065 
22,865,293 

(2,047,228) 

1,203,328 

Silicon Valley 
Transportation Agency 

Provide$. tnmsportation 
for special education 
students 

School districts 

One representative :from 
each member district 

June 30, 2003 
$ 585,202 

456,460 
$ 128,742 

4,087,807 
4,053,587 

$ 34,220 

$ 655,817 



SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 13 ~EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple-employer contributory retirement plans maintained by agencies 
of the State of California. Certificated employees are members of the State Teachers' Retirement System (STRS) 
1111d classified employees are members of the Public Employees' Retirement System (PEru!). 

STRS 

Plan Description 

The District contn"butes to the Califomia State Teachers' Retirement System (STRS); a cost-sharing multiple
employer public employee retirement system defined benefit pension plan administered by STRS. The plan 
provides retirement and disability benefits and survivor benefits to beneficiaries. Benefit provisions are 
established by State statutes, as legislatively amended, within the State Teachers' Retirement Law. STRS 
issues a separate comprehensive annual financial report that includes financial statements and required 
supplementary information. Copies of.the STRS annual financial report may be obtained from STRS, 
7667 Folsom Blvd, Sacramento, CA 95826. 

Funding Polley 

Active plan members are required to contnoute 8.0 percent of their salary and the District is required to 
contn"bute an actuarially determined rate. The actuarial methods and assumptions used for determining the 
rate are those adopted by STRS Teachers' Retirement Board. The required employer contnl,ution rate fo, 
fiscal year 2002-2003 was 8.25 percent of annual payroll. The contn"bution requirements of the plan members 
are established by State statute. The District's contnl,utions to STRS for the fiscal years ending 
June 30, 2003, 2002, and 2001, were $1,810,849, $1,715,413, and $1,620,707, respectively, and equal 100 
percent of the-required contn"butions for each year. 

PERS 

Plan Description 

The District contributes to the School Employer Pool under the Califomia Public Employees' Retirement 
System (CalPERS); a cost-sharing multiple-employer public employee retirement system defined benefit 
pension plan administered by Ca!PERS. The plan provides retirement and disability benefits, annual cost-of
living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established 
by State statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS issues.a 
separate comprehensive annual financial report that u,.cludes financial statements and required supplementary 
information. Copies of the CalPERS' annual financial report may be obtained from tbe. CalPERS Executive 
Office, 400 P Street, Sacramento, CA 95814. 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

FIUlding Policy 

Active plan members are required to contribute 7.0 percent of their salary and the District is required to 
contribute an actuarially determined rate. The actuarial methods and assumptions used for detemuning the 
rate are those adopted by the Ca!PERS Board of Administration. The required employer contribution rate for 
fiscal year 2002-2003 was 2.894 ~t of annual payroll (decreasing to 2.771 percent of pay under a special 
fimdfug situation effective with the February 2003 payroll period due to the State's direct reimbursement to 
Ca!PERS of the cost for certain legislated benefit increases ill. the plan). The contribution requirements of the 
plan members are established by State statute. The District's contn"butions to CalPEru! for the fiscal years 
ending June 30, 2003, 2002, and 2001,. were $237,061, $0, and $0, respectively, and equal 100 percent of the 
required contn"butions for each year. 

Sodal Security 

As established by Federal law, all public sector employees who are not members oftheir employer's existing 
retirement system (STRS or PEru!) must be covered by social security or an al~tive plan. The District has 
elected to use Social Security as its alternative plan. 

On Behalf Payments 

The State of Califomia makes contn"butions to STRS and PERS on behalf of the District, These payments 
consist of State General Fund contnbutic!ns to STRS in the amount ofS981,152 (4.475percentofsalaries 
subject to STRS) and $7,666 (.092 percent of salaries subject to PERS), Under accounting principles 
generally accepted in the United States of America, these amounts are to. be reported as revenues and 
expenditures, however, guidance received from the California Department of Education advises local 
educational agencies not to «:cord these amounts in the Armual Financial and Budget Report These amounts 
also have not been recorded in these financial statements. 

NOTE 14 • COMMITMENTS AND CONTINGENCIES 

Grants 

The District received financial assistance from Federal and State agencies in the form of grants. The 
disbursement of fimds received. under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audi~ by the grantor agencies. Any disallowed 
claims resulting from such audits could become a liability of the general fund or other applicable funds. 
However, in the opinion of management, any such disallowed claims will not have a material adverse effect 
on the overall fmancial position of the District at June 30, 2003. 

Litigation 

Tlie District is involved in various litiga,tion arising from the nonnal course of business. In the opinion of 
nµmagement and legal counsel, the disposition of all litigation pending is not expected to have a materiiil 
adverse effect on the overall financial position of the District at June 30, 2003. 
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SUNNYVALE SCHOOL J)ISTRICT 

NOTESTOFINANCXALSTATEMENTS 
JUNE 30, 2003 

NOTE 10 -FUND BALANCES 

Fund balances are composed of the following elements: 

General 
~ed 

Revolving cash $ 26,000 
·stores inventmy 101,473 
Prepaid expenditures 
~cted programs 1,071,652 

Total Reserved 1,199,125 . 
Umcservcd 

D!'Signated 
Other designation 307,190 

Undesip.ted 1,638,313 
Total Unreserved 1,945,503 

Tqtal $. 3,144,628 

NO'I'Ell-POSTEMPLOYMENTBENEFITS 

Nonmajor 
Governmmtal Total 

$ 300 $' 26,300 
49,407 150,880 
70,000 70,000 

1,071,652 
119,707 1,318,832 

307,190 
5,359,051 6,997,364 

. S,359,051 7,304,554 
$ 5,478,758 $ &;623,386. 

The District provides postemployment health care benefits, in accordance with District employment contracts, to 
all employees who retire ftom the District on or after attaining age SS with at least 11 years of service. Cunently, 
97 employees meet those eligtoilily requirements. The District C9Qtnoutes various percentages depending on the 
plans and covers the amowit of premiums incurred by retirees and their dependents. Expenditures for 
postemployment benefits are recognized on a pay-as-you-go basis, as retirees report claims/(premiums arc paid). 
During the year, expenditures of $528,574 were recognized for retirees' health care benefits. 

The approximate accumulated future liabilily for the District at June 30, 2003, amounts to $3,033,476. This 
amount was calculated based upon the number of retirees receiving benefits multiplied by the yearly dis1rict 
payment per employee in effect at. June 30, 2003, multiplied by the mmlber of years of ~yments remailµng. 

NOTE 12- RISK MANAGEMENT 

PropE!rty and LiabWty 

The District is exposed to various risks of loss related to tnrts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees and natural disasters. During fiscal year ending June 30, 2003, 
the District contracteQ with Santa Clara County, Sc;hools Insurance Group for property and liability insurance 
coverage. Settled claims have not exceeded this commercial co\lCrage in any of the past. three years. There 
bas not been a significant reductfon in coverage from the prior year. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Wi;irkers' Compensation 

For fiscal year 2003, theDistrict participated in the Santa. Clara County Schools Insurance Group, 111_1 
insurance purchasing pool. The intent of the Santa Clara County Schools Insurance Group is to achieve the 
be11,e.fit of a reduced premiw,i for the District by virtue of its grouping and i;cpresentation with other 
participants in the SantaClara CQ,wity Schools Insurance Group. The workers' compensation experience of 
the participating districts is calculated as one experience and a common premium rate is applied to all districJs 
in the Santa Clara Couiey Schools Insurance Group. Each particip;U1t pays i~ workers ' compensatio_11 
pn,mium ba_sed on its individual rate. A participant will then either receive money from or be required to 
contnoute to the "equity-pooling fund." This •equity pooling" arran~ment insures that each participant 
shares equally in the overall petfonnance of the Santa Clara County Schools InsUl'll,llCe Group. Participation 
~!l the Santa Clara County Schools Insurance Group is limited to districts that can meet the Santa Clara 
County Schools Insurance Group selection criteria. 

Insurance coverage's. for pr~and liability and workers' compensation are as follows: 

Insurance Program/ Company Name 

Workers' Co!mensation Program 
Santa Clara County Schools Insurance Group 

Property/Libility Program 
Santa Clara County Schools Insurance Group 

Excess Property and Liability Program 
School Excess Liability Fund (SELF} 
Northern California ReLiEF 
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1)pe of Coverage 

Workers' Compensa~ 

Ex~s Property Liability 
Property Liability 

Equipment 
Liability 

Excess Liability 
Excess Liability 

Limits 

State Statutory Limits 

$ 

s 
$ 
s 

$ 
$ 

95,000,000 
100,000,000 
26,295,950 
S,000,000 

15,000,000 
2,000,000 



SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 9-LONG-TERMLIABILITIES 

Long-Term Debt Summary 

The changes in the District's long-term obligations during the year consisted of the following: 

.,.,. Balance Balance 
Jult 1,2002 Additions Deductions June 30, 2003 

General obligation bonds $32,555,863 $ 307,567 $ 685,000 $ 32, 178,430 
Accumulated vacation - net 280,688 4,874 285,562 
Capitai leases 2,597,222 482,104 2,115,118 

$35,433,773 $ 312,441 $1,167,104 $ 34,579,110 

Due in 
One Year 

$ 810,000 
285,562 
511,805 

$1,613,367 

Payments on the general obligation bonds are made by the bond interest and redemption fund which has a 
separate revenue source dedicated to the repayment of the bonds. 
Payments on the capital leases are made by the general fund. 
Additions to the General Obligation Bonds consist solely of interest accretion on Capital Appreciation Bonds. 

Debt Senke Requirements to Ma~rity 

The bonds mature through 2025 as follows: 

Fiscal Year 
2004 
2005 
2006 
2007 
2008 

2009-2013 
2014-2018 
2019-2023 
2024-2025 
Subtotal 

Accretion to date 
Total 

31 

Principal 
$ 810,000 

940,000 
1,025,000 
1,125,000 
1,041,145 
5,921,809 
6,825,317 
8,301,676 
5,060,000 

31,049,947 
1,128,483 

$ 32,178,430 

Interest to 
Maturity 

$ 1,413,763 
1,347,824 
1,301,237 
1,242,220 
1,385,244 
6,937,580 
6,718,930 
5,192,009 

294,975 
$ 25,833,782 

Total 
$ 2,223,763 

2,287,824. 
2,326,237 
2,367,220 
2,426,389 

12,859,389 
13,544,247 
13,493,685 
5,354,975 

$ 56,883,729 

SUNNYVALE SCHOOL DISTIDCT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Capital Leases 

The District has entered into various capital lease ammgemcmts and has recorded capital assets in the amowit 
ofS5,347,571 with corresponding accumulated depreciation of$2,406,407 at June 30, 2003. The District's 
liability on lease agreements with options to purchase are.summarized below: 

City of 
Sunnyvale 

Balance, July 1, 2002 $ 2,828,885 
Payments (397,958} 
Balance, June 30, 2003 $ 2,430,927 

The capital leases have minimum lease payments as follows:. 

Year Ending 
June 30, 

2004 
2005 
2006 
2007 
2008 

2009-2013 
Total 

Less: Amount Representing Interest 
Present Value ofM'mimum Lease Payments 

32 

$ 

$ 

Energy 
Retrofit 

482,287 
(240,355~ 
241,932 

Total 
$ 3,311,172 

{638,313) 
$ 2,672,859 

Lease 
Payment 

$ 648,431 
404,054 
404,055 
295,599 
184,144 
736,576 

2,672,859 
557,741 

$ 2,115,118 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 5- CAPITAL ASSETS 

Capital asset activity for the fiscal year ended lune 30, 2003, was as follows: 

Governmental Activities 
Capital Assets not being dcprcciatcd: 

Land 
Total Capital Assets not being depreciated 

Capital Assets being depreciated: 
Buildings and Improvements 
Furniture and Equipment 

Total Capital Assets being depreciated 
Total Capital Assets 

Less Accumulated Depreciation: 
Buildings and Improvements 
FUQliture and Equipment 

Total Accumulated Depreciation 
Governmental Activities Capital 

Assets, Net 

NOTE 6-INTERFUND TRANSACTIONS 

Balance 
June 30, 2002 

$ 3,814,433 
3,814,433 

58,114,401 
2,142,165 

60,256,566 
64,074},999 

13,670,805 
1,215,677 

141886,482 

$ 49,184,517 

lnterlund Receivablesf.Payables Q)ue From/Due To) 

$ 

$ 

Additions 

9,117,599 
159,417 

9,277,016 
'9,277,016 

1,365,316 
175,984 

1,541,300 

7,735,716 

Balance 
June 30, 2003 

$ 3,814,433 
3,814,433 

67,232,000 
2,301,582 

69,533,582 
73,348,015 

15,036,121 
1,391,661 

16,427,782 

$ 56,920,233 

Interfund receivable and payable balances at June 30, 2003, between major and tl0lml8jor governmental funds 
are as follows: 

Due From 
Nonmajor 

General Governmental Total 

~0-1 
$ - $ 25,714 $ 25,714 

Nonmajor govemmental 123,462 51,SOO 174,962 
Total . $ 123,462 $ 77,214 $ 200,676 

All balances resulted from the. time lag between the date that (1) interfund goods and services are provided or 
reiinbursable expenditures occur, (2) transaction are recorded in the accoWiting system, and (3) payments 
between fimds are made. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Operating Transfers 

Interfimd transfers for the year ended June 30, 2003, consisted of the following: 

The General Fund ~c.red to the Child ;Development F1.md for encroachment 
The Building Fund transferred tQ,the DefetTCd Maintenance Fund for District match 

Total 

NOTE7-ACCOUNTSPAYABLF; 

Accounts pa~ble at June 30, 2003, consisted of the following: 

CQunty 
School Nonmajor 

General Facilities Governmental 
Vendor payables $ 227,614 $ 187,302 $ 59,382 
Salaries and benefits 696,222 

. Other significant payables 221,022 465,374 
Other 72,500 47 

Total $ 1~171358 $ 652,676 $ 59,429 

NOTE 8-DEFERREDREVENUE 

DefetTCd revenue at Jwie ~o. 2003, consists of the following: 

County School 
General Facilities 

Federal financial assistance $ 180,638 $ 
State categorical aid 223,103 
School fa011ities apportionment 3,462,727 
Other local 203,651 

Total $ 607,392 $ 3,462;727 

30 

$ 

$ 

$ 

$ 

25,454 
54,989 
80,443 

Total 
474,298 
69.6,222 
686,396 
72.547 

1,929,463 

Total 
$ 180,638 

223,103 
3,462,727 

203,651 
$ 4,070,119 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Cash 

Cash at June 30, 2003, is presented below and categorized separately to give an indication of the level of risk 
assessment with each deposit: 

Bank Balance· Cate~!l * 
1 3 Total 

Cash on hand and in banks s 70,367 $ . 114,573 $ 184,940 
Cash in revolving fund 29,633 29,633 
Cash with fiscal agent 5,149,583 5,149,583 

Total s 100,000 s 5,264,156 $ 5,364,156 

Governmental Fiduoiary 
Carrying Carrying 
Amount Amount. Total 

Cash on hand and in banks $ $ 175,741 $ 175,741 
Cash in revolving fund 26,300 26,300 
Cash with fiscal agent 5,149,583 5,149,583 
Cash awaiting deposit 18,926 18,926 

s 5,194,809 s 175,741 s 5,370,550 

*These categories are as follows: 

Category I: Insured or collateralized with securities held by the District or by its agent in the District's name. 

Category 3: Uncollateralized. This includes any bank balance that is collatcralized with securities held by the 
pledging financial institution, or by its trust department or agent but not in the District's name. 

Investments 

The District's investments are categorized to give an indication of the level of risk asSIDDed by the District at 
year-end. Category 1 includes investments that are insured or registered or for which the securities are held by 
the District or its agent in the District's name. Category 2 includes uninsured and unregistered investments for 
which the counterparty's trust department or agent in the District's name holds the securities. Category 3 
includes uninsured and unregistered investments for which the securities are held by the financial institution's 
trust department or agent but not in the district's name. Deposits with the County Treasury and investments in 
the State Treasurer's Investment Pool are not categorized because they do not represent securities, which exist 
in physical or book entry form. The Local Agency Investment Fund (LAIF) is an external investment pool 
sponsored by the State of California authorized under Section 16429.1,2, and 3 of California Government 
Code. The fimd is a voluntary program created by statute as an investment alternative for California local 
governments and special districts and is administered by California State Treasurer. The deposits with the 
County Treasury and State pool investments are valued using the amortized cost method (which approximates 
fair value). The fair values were provided by the County and State sponsors for their respective pools. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

The investments at June 30, 2003 had reported and fair values and were categorized as follows: 

Categorized: 
U.S treasury note 

Uncategorized: 
Investment in state treasurer's pool 
Deposits with county treasurer 

Subtotal 
Deficit cash balances 

Total 

NOTE 4-RECEIV ABLES 

Category 
2 

$ 661,424 

Reported Fair 
Amount Value 

$ 661,424 $ 661,424 

221,022 221,651 
11,131,448 11,158,609 
12,013,894 12,041,684 

5,591 5,605 
$ 12,008,303 S 12,036,079 

Receivables at June 30, 2003, consisted of intergovernmental grants, entitlements, interest and other local sources. 
All receivables are considered collectible in full. 

County School Nonmajor 
General Facilities Funds Total 

Federal Government 
Categorical aid $ 419,579 $ ~ $ 174,800 $ 594,379 

State Government 
Apportionment 197,907 197,907 
Categorical aid 951,767 11,611 9.63,378 
Lottery 325,812 325,812 
Other state 65,909 65,909 

Local Government 
Interest 46,368 13,044 16,734 76,146 

Other Lo.cal Sources 106,918 18,110 125,028 
Total $ 2,048,351 $ 13,044 $ 287,164 s 2,348,559 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Net Assets 

Net assets represent the difference between assets and liabilities .. ~et assets invested in capital ~· net of 
related debt consists of capital, assets, net of accumulated deprec1ation, reduced by the outstanding balances of 
any net boaowings used for the acquisition, construction or i~rove~t of those assets. Net.assets ~c . 
reported as restricted when there.are limitations imposed on then" use either through the enabling legis~on 
adopted by the District or tbrougli'extemal restrictions imposed by creditors, grantors, or laws or regulations 
of other governments. The District applies restricted resources when an expense is incutrcd for pmposes for 
which both restricted and unrestricted net assets are available. 

E~ 

The preparation of the financial statements in conformity with acco~ting prin~iples generally accepted in the 
United.States of America requires management to make estimates and assumptions that affect the amo~ts 
reported in the financial statements and accompanying notes. Actual results may differ from those estimates. 

Budgetary Data 

The budgetary pr®CSs is prescnoed by provisions of the California Education Code and requires the 
governing board to hold a public hearing and adopt an operating budget no later than July 1 of each year. The 
District governing board satisfied these requirements. The adopted budget is subject to amendment 
throughout the year to give considetation to unanticipated revenue and expenditures primanly resulting from 
events unknown at the time of budget adoption with the legal restriction that expenditures cannot exceed 
appropriatio!}S by major object account 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when 
the original appropriations were adopted. The amounts reported as the final budgeted amo1U1ts in the 
b~getary statements reflect the amounts after all budget amendments have been.accounted for. 

Property Tax 

Secured propeify taxe~ attach as an enforceable lien on property as of January 1. Taxes are p~ble in two 
installments on November 1 and February 1 and become delinquent on December 10 and April 10, 
respectively. Unsecured propcrt;y taxes are payable in one installment on or before August 31. The County of 
Santa Clara bills and collects the taxes on behalf of the District, Local property tax revenues are recorded 
when received. 

.) 
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NOTES ro FINANCIAL 81'.ATEMENTS 
JUNE 30, 2003 

NOTE 2.- CHANGES _JN A,CCOUNTING PRINCIPLES 

For the fiscal year ended June 30, 2003, the District has implemented Governmental Accounting Standards Board 
(GASB) Statement No. 34, "Basic Financial Statements- and Management's Discussion and Analysis- for State 
and Local Governments," GASB Statement No. 36, "Receipt Reporting for Certain Shared Nonexchange 
Revenues", GASB Statement No. 37.,;Basic Financial Statements for State and Local Governments: 011!1llbus", 
and GASB Statement No. 38, "Ce$in Financial Statement Note Disclosures", and GASB Statement.No. 41, 
"Budgetary Comparison Schedules.. - Perspective Difference". As a result, the financial statements for the first 
time include 1) a Managemel).t Discussion and Analysis (MD&A) section providing an ~s of the District's 
overall financial position and results of operations, 2) financial statements prepared using full accrual accollll.ting 
for all of the District's activi~es, and 3) a change in the fund financial statements to focus on the majQI' funds. 
These. and of4er changes are reflected in the accompanying financial statements, includin$ notes to financial 
statements. 

NOTE 3-DEPOSITS ANJ) JNVESTMENTS 

Policies ll1ld Practices 

The District is considered to be an involuntary participant in an external investment pool since the District is 
required to deposit all receipts and collections of monies with their county treasurer (Education Code Section 
4100 I). In addition, the District is authorized to maintain deposits with certain financial institutions that ate 
federally insured up to $100,000. 

The Di$ict is also authoriz.cd to make direct investments in local agency bonds, notes, or waml11ts withi.r)..tbe 
state; U.S. Treasury insltuments; registered State wamints or treasury notes; securities of the U.S. 
Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit placed with 
commercial banks and/Qr savings and loan companies; repurchase or reverse repurchase agreements; medium 
term corporate notes; shares of beneficial interest ~ued by diversified management companies, certificates of 
participation, obligations with first prioritr security; and collateralized mortgage obligations. 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENfS 
JUNE 30, 2003 

Investments 

Investments held at June 30, 2003, with original maturities greater than one year are stated at fair value. fair 
value is estimated based on quoted market prices at year-end. All investments not required to be reported at 
fair value are stated at cost or amortized cost. 

Restricted Assets 

Restricted assets arise when restrictions on their use change the normal understanding of the availability of 
the asset. Such constraints are either imposed by creditors, contn'butors, grantors, or laws of other 
governments or imposed by enabling legislation. 

Prep,aid Expenditures 

Prepaid expenditures (expenses) represent amounts paid in advance of receiving goods or services. The 
District has the option of reporting an expenditure in governmental funds for prepaid items either when 
purchased or during the benefiting period. The District has chosen to report the expenditures when incurred. 

Stores Inventory 

Inventories consist of expendable food and supplies held for consumption and unused donated commodities. 
Inventories arc stated at cost, on the weighted average basis. The costs of inventory items arc recorded as 
expenditures in the governmental type funds. 

Capital Assets and Depreciation 

The accounting and reporting treatment applied to the capital assets associated with a fund arc determined by 
its measumnent focus. General capital assets are long-lived assets of the District as a whole. The District 
maintains a capitalization threshold of $5,000. The District does not possess any infrastructure. 
Improvements are capitalized; the CQsts of normal maintenance and repairs that do m~t add to the value of the 
asset or materially extend an asset's life are not capitalized, but are expensed as incurred 

When purchased, such assets are recorded as expenditures in the: governmental funds, but arc capitalized in 
the government-wide statement of net assets. The valuation basis for general capital assets is historical cost, 
or where historical cost is not available, estimated historical cost based on replacCIJ)ent cost Donated capital 
assets are capitalized at estimated fair market value on the date donated. 

Depreciation is compu~ using by the straight-line method. Estimated useful lives of the various classes of 
depreciable capital assets are as follows: buildings, 20 to 50 years; improvements/infrastructure, 5 to 50 years; 
equipment, 2 to 15 years. 

Interfund Balances 

On the governmental fund financial statements, receivables and payables resulting from short-term interfund 
loans are classified as "interfund receivables/payables." These amounts are eliminated in: the governmental 
columns of the statement of net assets. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Compensated Absences 

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The 
entire compensated absence liability is reported on the government-wide financial statements. For 
govenuncntal funds, the current portion of1mpaid compi:nsated absences is the amount that is normally 
expected to be paid using expen~ble available :financiiµ resources. These amounts are recorded in. the 
accounts payable in the fund from which the employees who have accumulated leave are paid. The non
current portion of the liability is not reported. 

Sick leave is accumulated without limit for each employee at the rate of one day for each month wotbd. 
Leave with pay is provided when employees are absent for health reasons; however, the employees do not 
gain a vested right to accumulated sick leave. Employees are never paid for any sick leave balance at 
termination of employment or any other time. Therefore, the value of accumulated sick leave is not 
recognized as a liability in the District's :financial statements. However, credit for unused sick leave is 
applicable to all classified school members \vho retire after Janwuy 1, 1999. At retirement, each member will 
receive .004 year of service credit for each day of unused.sick leave. 

Accruc::d Liabilities and Long-Term Obligations 

All ~es. accrued liabilities, and long-term obligations are reported in the government-wide financial 
statements. 

In genc:ral, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner 
and in full.from current financial resources are reported as obligations of the funds. 

However, claims and judgments, colllPetlSllted absences, special tennination benefits, and contractually 
required pension contributions that will be paid fi:om governmental funds are reported as a liability in the fund 
financial statements only to the extent that they are due for payment during the current year. Bonds, capital 
leases, and long-term loans are recognized as a liability on the fund finanoia1 statements when due. 

Fund Balance Reserves an.d Deslgnatioas 

The District reserws those portions of fimd equity which are legally segregated for a specific future use or 
which do not represent available expendable resources and therefore are not available for appropriation or 
expenditure. Unreserved fund balance indicates that portion of fund equity which is available for 
appropriation in future periods. Fund equity reserves have been established for revolving cash accounts, 
stores inventories, prepaid expenditures (expenses), and legally restricted grants and entitlements. 

Designations of fund balances consist of that portion of the fund balance that.has been designated (set aside) 
by the governing board to provide for specific purposes or uses. Fund equity designations have been 
established for economic uncertainties and other purposes. 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Basis of Accounting- Measurement Focus 

Government-Wide Financial Statements The government-wide sta~ ~ P~ using the . 
economic resources measurement focus and the accrual basis of accounting. This differs from the manner m 
which governmental fund financial sta~ents are~ 

The government-wide statemenntfactivitiesprcsents a comparison~~ expenses, both direct &11d 
indirect, and program revenues for each governmental function. Direct expenses are th~se ~t arc 
specifically associated with a service, pi:o$[lllD, or de~nt and arc theret:ore c~early identifiable to a 
particular function. The District does not allocate indu:ect expenses to functions m the S!8tcment of 
Activities. Program revenues inc;lude charges paid by the recipients of the g~ds or sem~s off~ by the 
programs and gi:ants and contributions that arc restricted to meeting the oper;i.tional or capital rcqwrcments of 
a particular program. Revenues that are not classifi".'1 as program.revenues ~ presented as _gcn~l revenues. 
The comparison of program revenues and expenses 1~ti!'ics the extent to which each function 1s self
financing or draws from the general revenues of the District 

Net assets should be reported as restricted when consttaints placed on net asset use are either ext~ly 
imposed by creditors (suc;h as through debt covenants), gi:antom, contn"butors, or laws or regulat,ioos of other 
governments or imposed by Jaw through constitutional provisions or enabling legislation. 

Fund Financial Statements FWld financial statements report detailed infoanation ~t the District. The 
focus of govemmental fund financial statements is on major funds rather than reporting funds. by ~e. Each 
major fund is presented in a separate column. Nonmajor funds are aggregated and presented ma single 
column. 

Governmental F11Dds All governmental funds are accounted for using a flow of cummt financial 
resources measurement focus and the modified accrual basis of accounting. With this measurement 
focus, only current assets and current liabilities g~erally are included on the balance sheet The 
statement ofrevenlU:S, expenditures, and changes m fund balan~ reports on the sources (tl:venues and 
other fi~cing sources) and uses (expenditures and other financmg ~~~ of cum:nt finan01al ~
This approach differs :from the manner in which the governmental activities _of the governn_it;nt~wide . 
statements are prepared. Govemmental fund tinancjal statements therefore mcl~de reconciliations with 
brief explanations to better identify the relationships between the government-wide statements prepared 
using the accrual basis of accounting using the economic resources measurement focus and the stalllments 
for the governmental funds prepared using the modified accrual basis of acco~tin~ and the CIJlTI:M 
financial resources measurement focus. Under this basis, revenues are reco~ m ~ accounting_ 
period in which they become measurable and available. Expenditures are recognized m the accounting 
period in which the fund liability is incµrred, if mcasmable. 

Fiduciary Funds Fiduciary funds are accounted for using the flow of economic resources measurement 
focus and the accrual basis of accounting. 

21 

SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCLU, STATEMENTS 
JUNE 30, 2003 

Revenues-Exchange and Non-Exchange Transactions Revenue resulting from exchange transactions, in 
which each party gives and receives essentially equal value, is reccmled on the accrual basis when the 
exchange .takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which the 
resources are measurable and become available. Available means that the resources will be collected within 
the current fiscal year or arc expected to be collected soon enough thczeafter to be used to pay liabilities of the 
current fiscal year. For the Distri.,.ct,. available~ expected to be received within 90 days of fiscal ycar
end. 

Non-exchange transactions, in which the District receives value without directly giving equal value in return, 
include property taxes, 1:ertain grants, entitlements, and donations. Revenue from property taxes is 
recognized in the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligil>ilizy 
requirements include time and purpose requirements. On a modified acaual basis, rcvem!e mmuwn
exchange transactions must also be available before it can be recognized. 

Under the modified accrual basis, the following ~ue sources are considered to be both ~ble and 
available at fiscal year-end: State apportionments, interest, certain grants, and other local sources. 

Deferred Revenue Deferred revenue arises whCQ. potential revenue docs not meet both the "IIlell$1U'llble" and 
"available" criteria for recognition in the current period or when reso~ are received by the District prior to 
the incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are 
met. or when. the District has a legal claim to the resources, the liability for deferred revenue is removed from 
the combined ~ance sheet and revenue is recQgnized. 

Certain grants received before the eligibility requirements are met are recorded as deferred re~ue. On the 
governmental fund :finantja1 statements, receivables that will not be collected within the available period are 
also. recorded as defe.tred revenue. 

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the time they·are 
inCU1Ted. The nu:asurement focus of govenµnental fund accounting is on decI:eases in net financial resources 
( expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which 
the related fimd liability is incurred, if measurable. The fair value of donated commodities used duriug the 
year is reported in the operating statellll11lt as an expense with a like amount reported as donated commodities. 
revenue. Unused donated commodities are reported as part of stores inve~tory. Principal and interest on 
general long-term debt, which has not matured, are recognized, when paid in the.governmental funds. 
Allocations of costs, such as depn:ciation and amortization, are not recognized in the governmental funds. 

Deposits and Investme11ts 

The Districfs deposits.and investments are considered to be cash on hand, demand deposits, short-teon 
investments and investments with the County Treasury and the State Treasurer's Investment Poot. 
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SUNNYVALE SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The Sunnyvale School District was organized in 1904 Wlder the laws of the State of California. The District 
operates under a locally-elected five-member Board fonn of government and provides educational services to 
grades K - 8 as mandated by the State andlor Federal agencies. The District operates eight elemental)', and 
two middle schools. 

A reporting entity is comprised of the primary govtlmment, component units, and other organizations Uiat are 
included to ensure the financial statements are not misleading, The primary govenuncnt of the District 
consists of all fimds, departments, boards, and agencies that are not legally separate from the District. For 
Sunnyvale School District , this includes general operations. food service, and student related activities of the 
Distrjct. 

Joint Powers Agencies and Pnblic Entity Risk Pools The District is associated with ~e joint powim; 
agency and one public entity risk pool. These organizations do not meet the criteria for inclusion as 
component units of the District. Summariud audited financial information is presented in Note 1.5 to the 
financial statements. These organizations are: 

Santa Clara County School Insurance Group 
Silicon Valley Transportation J\gency 

Basis of Presentation - Fund Acconnting 

The accounting system is organized and operated on a. fund basis. A fimd is defmed as a fiscal and 
accounting entity with a self-balancing set of accounts, which are segregated for the pmpose of carrying on 
specific activities or attaining certain objectives in accordance with special regulations, ~ctions, or 
limitations. The District's fimds are grouped into two broad. fund categories: governmental and fiduciary. 

Gilvenunental Fnnds Governmental fimds are those through which most governmental fimctions typically 
are financed. Governmental fimd reporting focuses on the sources, uses, and balances of current financial · 
resources. Expendable l\Ssets are assigned to the various governmental fimds according to the pm:poses for 
which they may or must be used. Current liabilities are assigned to the fimd from which they will be paid. 
The difference between governmental fimd assets and liabilities is reported as fimd balance. The following 
are the District's governmental fimds: 

Major Gilvermnental Fnnds 

General Fund The General Fund accounts for all financial resources. except those required to be 
acco1U1ted for in another fimd. The General Fund balance is available to the District for any purpose 
provided it is expended or transferred according to the general laws of California. 

County School Facilities Fund The County School Facilities Fund is used primarily to account 
separately for State apportionments provided for construction and reconstruction of school facilities 
(Education Code Sections 17010.10-17076.10). 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2003 

Other Non-Major Gilvel'IIDl.ental Funds 

Special Revenne Fnnds The Special Revenue Funds are used to account for the proceeds of specific 
revenue sources that are legally restricted to expenditures for specific purposes. The district maintains the 
following special revenue fimds: 

Child Development Fund The Child Development Fund is used to accollllt for ~ources committed 
to child developnient programs maintained by the District. 

Cafeteria Fnnd The Cafeteria F1md is used to account for the financial transactions related to the 
food service operations of the District. 

Deferred Maintenance Fund Tl)e Deferred Maintenance Fund is used for the pmpose of major 
repair or replacement of District property. 

Special Reserve Fund for Other than Capital Ontlay The Special Reserve Fund for Other than 
Capital Outlay is used to provide for the accumulation of General Fund monies for general operating 
purposes. 

Debt Service Ftmds The Debt Service Funds are used to account for the accumulation of resources for, 
and the payment o~ general long.term debt principal, interest, and related costs. The Distri<:t maintains 
the following debt service funds: 

Bond Interest and Redemption .Fnnd The Bond Interest and Redemption Fund is used to account 
for the accumulation of resources for, and the repayment of, district bonds, interest, and related costs. 

Capital Projecis Funds The Capital Projects Flntds are used to account for the acquisition and/or 
construction of all major governmental general fixed assets. The Dii,trict maintains the following capital 
projects fimds: 

Building Fnnd The Building exi~ primarily to account separately for proceeds from sale of bonds 
and acquisition of major governmental capital facilities and buildings. 

Capital Facilities Fund The Capital Facilities F1md is used to account for resources received from 
developer impact fees assessed under provisions of the CalifQmia Fn:vironmental Quality Act 
(CEQA). 

Fiducla:cy Fnnds Fiduciary fimd reporting focuses on net. assets and changes in net assets. The fiduciary 
fund category is split into four classifications: pension trust fimds, investment trust fimds, private-purpose 
trust fimds, and agency fimds. The District \las the agency tin)ds only. 

Agency fimds are. custodial in nature (assels equal liabilities) and do not involve mca.surement of resulls of 
operations. The District's agency fimd accounts for student body activities {ASB). 
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SUNNYVALE SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
TO THE DISTRICT-WIDE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2003 

Total Net Change in Fund Balances - GovernJ11ental Funds 
Amonnts Reported for Governmental Activides in the Statement of 
Activities are Different Because: 

Capital outlays to purchase or build capital assets are reported in 
govcmmental funds as expenditures, however, for governmental activities, 
those costs are shown in the statement of net assets and allocated over their 
estimated useful lives as annual deprc:qjation expense in the statements of 
activities. 

This is the amount by which capital outlays exceeds depreciation in the period. 
Depri:ciation expense 
Capital outlays 

In the statement of activities, compensated 
absences are measured by the_ amounts C!ll'Ded during the year. 
In the governmental funds, however, expenditures for these items 
are. measured by the amount of financial resources used (essentially, 
the amounts actually paid). This year, vacation use,d was less 
than the amounts earned by $4,874. 

Repayment of bond principal is an expenditure in the governmental funds, 
but it reduces long-t~ liabilities in the statement of net assets and does 
not affect the statement of activities. 

Accreted .interest on capital appreciation bonds in ~e statement of activities 
differs from the amount reported in the governmental funds because 
accreted interest does not require the use of current financial resources, 
and thus is not recorded in the. governmental funds. In the statement of 
activities, however, accreted interest expense is recognized as the interest 
accrues, regardless of when it is due. 

Interest on long-tenn debt in the statement of activities differs from the 
~unt reported in the governmental funds because interest is reccrded 
as an expenditure in the governmental funds when it is paid, and thus 
requires the use of cwrent financial resources. In the statement of activities, 
however, interest expense is recognized as. the interest accrues, regardless of 
when it is paid The reduction in interest expense reported in the statement 
of activities is the net result of two factors. 

Change in Net Assets of Goveramental Activities 

Toe accompanying notes are an integral !)art of these fmancial statements. 
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$ (5,109,266) 

$ (1,541,300) 
9,277,016 7,735,716 

(4,874) 

1,167,104 

(307,567) 

25,405 

$ 3,506,518 

SUNNYVALE SCHOOL DISTRICT 

FIDUCIARY FUNDS 
STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2003 

ASSETS 
Cash and cash equivalents 

Total assets 

LIABILITIES 
Due to student groups 

TQ.tal Uabllities 

The accompanying notes ,ire an integral p_art ofth~e financial statements . 
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SUNNYVALE SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Amounts Reported for Governmental Activities in the Statement of 
Net Assets are Different Because: 

Total Fund Balmlee- Governmental Funds 
Capital assets used in governmental activities are not financial resources 
and, therefore, are not reported as assets in governmental fi.mds. 

The cost of capital assets is 
Accwnulated depreciation is 

In governmental funds, interest on long-term debt is recognized 
in the period when it is paid. On the government-wide statements, 
interest on long-term debt is recognizcd as it accrues. 

In govemmcotal funds, secmity deposits due to the lessees are recognized 
as expenditures in the period when paid. On the govcmment-wide 
statements, security deposits held on hand arc recognized as liabilities. 

Long-tcnn liabiliti~ at year end consist of: 

Bonds payable 
Capi1al leases payable 
Compensated absences (vacations) 

Total Net Assets- Governmental Activities 

The accompanyi!Jg notes arc an integral part of these financial statements. 
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$. 8,623,386 

$ 73,348,015 
(16,427,782) 56,920,233 

32,178,430 
2,115,118 

285,562 

(487,026) 

(300,QOO) 

(34,579,110) 
s 30,177A83 

SUNNYVALE SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
STATEMENT OF REVE~ EXPENDITURES AND 
CHANGES IN FUND BALANCE 
FOR THE YEAR ENDED JUNE 30, 2003 

County School 
General Facilltleii 

Fund Fund 

REVENUES 
Revenue limit sources S 31,303,578 $ 

Fedctalso~ 1,566,524 

O~ state sources 6,442,553 3,945,081 

Other local sources 6,583,879 15,878 
Total Revenues 45,896,534 3,960,959 

EXPENDITURES 
Cwwit 

lnstl'II<:tion 28,481,014 
lnslruction related activities: 

Supervision of instruction 1,291,123 
lnsl:r\lCtional libmy, media arul technology 825,259 

School site administration 3,164,618 

Pupil Services: 
Home-to school transportation 1,303,405 
Food services 
All other pupil services 2,177,206 

General adminislmtion: 
Data processing 630,443 
All other geoeral administration 3,485,345 

Plant sctviccs 4,002,419 15,300 
Facility acquisition and construction 115,849 3,94.5,659 
Community sCIVices 116,835 

Debt sci:vicc 
Principal 262,104 
InteROst arul other 140,111 

Total ~dltures 45,995,731 3,960,959 
Deficiency of revenues over upendltures (99,197) 
Other Flnanein:; Soui-ces (Uses); 

Tnmsfers in 
Transfmout (25,454) 

Net Financing Sources (Uses) es,454) 
NET CHANGE IN FUND BALANCES (124,651) 
Fund Balance· Beginning 3,269,279 
Fund Balance -Ending $ 3,144,628 s . 

The accompanying notes are an integral part of these fmancial statements. 
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Nonmajoi- Total 
Governmental Govuomental 

Funds Funds 

s . s 31,303,578 
922,276 2,488,800 

I 

434,026 10,821,660 I 
3,478,238 10,077,995 
4,834,540 54,692,033 

209,878 28,690,892 

26,650 1,317,773 
825,259 

12,681 3,177,299 

1,303,405 ; 
1,822,639 1,822;639 . l 

4,624 2,181,830 
i 

630,443 J 
117,101 3,602,446 
153,559 4,171,278 

5,072,633 9,134,141 
116,835 

'I 
i 

905,000 1,167,104 . .I 

1,519,844 1,659,955 
9,844,609 59,801,299 ! 

I 
(5,010,069) (5,109,266) . ..l 

J 80,443 80,443 
(54,989) (80,443) 
25,454 

(4,984,615) (5,109,266) 
10,463,373 13,732,652 

$ 5,478,758 $ 8,623,386 



SUNNYVALE SCHOOL DISTRICT SUNNYVALE SCHOOL DISTRICT 

STATEMENT OF ACTIVITIES GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED JUNE 30, 2003 BALANCE SHEET 

JUNE 30, 2003 
Net (Expenses) 

a ....... a .. and 
County School NonM.ajor Total ~mRevennes ClwlelaNctAaels 

Cbrps£ar Open ting Cop Ital General Facilities. Govermnental Governmental 

Suvh:esand Gnnl!lud Gronlland Go~ameaW Fund Fund Funds Funds 

FuncllonslPn>I!;!!!!! Es~ Sales Contrlballou., Coalrlbutiau., Adlvltie1 ASSETS 
GovCl'lllllelltaladMlles: Deposits and investments $ 7,871,38!! $ 4,102,359 $ S,234,955 $ 17,208,703 
lnstruclion S 21,690,613 s 75,266 S 4,764,626 $ 3,945,081 ·s (19,!)05,640) Receivables 2,048,351 13,044 287,164 2,348,559 
l'llsln!Clion relate<l activiti"': Due from other funds 123,462 77,214 200,676• 

Supervi>ion or1ns1n1et1on 1,317,773 38,019 694,524 (585,230) Prepaid expenses 70,000 70,000 
wtructioml hD!IIY, media and uelulology 825,259 142.S31 (682.720) Stores uiventories 101,473 49,407 150,880 
School s!IC ldrninlstzalion 3,177,299 14 174,202 (3,003,0S3) Total~ets $10,144,675 $ 4,115,403 s 5,718,740 s 19,978,818 

Pupil services• LIABILITIES AND 
Hmno-to-schaal tnnspoitallon 1,186.ooa 17,o44 7S9.Sl3 (409,44S) FUND BALANCES 

' 
Food1eiviees 1,797,639 903,470 917.Sl>l 23.422 

LlabWtjes: 
All othor.pupll setvic:es 2.181.830 1,1)24 730,425 (1,450,381) 

Ocncnl admini11r&~on: Overdrafts s s $ 5,591 s 5,591 

Dala processing 630,443 (630,443) AccOllllts payable 1,217,358 652,676 59,429 1,929,463 

All otlicr general administiation 3,607,320 50,622 220,147 (3,336.S51) Due to other funds 25,714 174,962 200,676 
Plmt SCMcell 4,162,968 !,!,428 (4,153,540) Other current liabilities 5,149,583 5,149,583 
Facility acquf.sition and construction 8,117 (8,117) Deferred revenue 607,392 3,462,727 4,070,119 
Connmmlty •eivices 116,835 (116,835) Total liabilities. 7,000,047 4,115,403 239,982 11,355,432 
lnlcrcst on long-tcnn debt 1,942,117 (1,942,117) Fund Balances: 
Other (outgo) 17,818 17,818 Reserved for: 
Deprocialion (unaJ!QCQ!Cd) 1,541,300 {l,541,300) Stores inventories 101,473 49,407 150,880 

Total goYernmenlal-typc ad!Yltlcs S 51,185.SIS $ 1,112,71] s 8,403.SSI> s 3,945,081 s (37,724,162) Olhe.r reservations 1,097,652 70,300 1,1.67,952 
Cleneial reven~cs 1nd su.bventions: Unreserved: 

Pn,pcrty iaxes, levied rar g"1Cl'II puiposcs 30,296,146 Designated 307,190 307,190 
Properly mes. levied for debt semce 2.310,981 

Undesignated, reported in: .i Fodt;m and Slate aid not rc:stricll:d to specific pu,poscs 3,597,246 
General fund 1,638,313 ~.638,313 

.1 lnioest and investment eamings 397,579 
Special revenue funds 2,495,958 2,495,958 Misccllmuoous 4,628,728 

Subkllll, 11<neral re•enues 41,230,680 J)ebt service funds 1,725,758 1,725,758 

Cllllllll• In net assets 3,506,518 Capital projects funds 1,137,335 1,137,335 
Net ILSS$ • beginning 26,670,965 Total fund balance 3,144,628 5,478,758 8,623,386 
Netlffll!l -endin, s 30,177,483 To~l ~iabilities and 

Fund Balances $10,144,675 $ 4,115,403 $ 5,718,740 s 19,978,818 

The accompanying notes are an inlllgral part of.these financial staten!ents, The accompanying notes me an integral part of these financial statements. 
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SUNNYVALE SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

• Caps have been imposed on hourly programs and the K-4 Reading program has been eliminated for 
funding 

• Categorical programs may be replaced through legislation with block grants, although details will not be 
known for some time 

• Deferred maintenance is proposed for a 67% cut 
• Instructional materials is proR!?.sed for 41 % cut 
• School Improvement Program is proposed for a 100/o cut 
• Peer Assistance and Review and Beginning Teacher Support and Assessment is being'reduced 
• Class-&ize reduction will not receive a cost ofliving increase 
• Targeted Instruction Improvement Grant is slated for an 11 % deferral until 2004-2005 
• Pupil Transportation funding deferral of 10% until 2004-2005 

In addition to the revenue and expenditure factors listed above the following projected staffing ratios were 
considered during budget development 

Grade Level 

Grades kindergarten through third 
Grades four through sixth 
Grades seven and eight 

Staffing Ratio 

20:1 
32:1 
35:1 

CONTACTINQ THE DISTRICT'S FINANCIAL MANAGEMENT 

Enrollment 

2685 
1870 
1220 

This financial report is d1'5igned 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 Deputy 
Superintendent for Administrative Services, at Sunnyvale School District, 819 W. Iowa Avenue, Sunnyvale, 
California, 94087, or e-mail at bpicard~esd.org. 
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SUNNYVALE SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Assets 
Deposits and investments 
Receivables 
Prepaid expenses 
Stores inventories 
Capital assets 
Less: Accumulated depreciation 

Total assets 

Liabilities 
Overdrafts 
Accounts payable 
Deferred revenue 
Current loans 
Current portion oflong-tenn obligations 
NonClllTCnt portion of IOIJg-tenn obligalions 

Total liabilities 
Net Assets 

Invested in capital assets, net of related deJ,t 
Restricted for: 

Debt service 
Capital projects 
Special revenue 
Legally restricted 

Umestricted 
Total net assets 

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

$ 17,208,703 
2,348,559 

70,000 
150,880 

73,348,015 
(16,427,782) 
76,698,375 

5,591 
2,716,489 
4,070,119 
5,149,583 
1,613,367 . 1 

32,965,743 'i 46,520,892 
"I 

23,690,892 l 
1,238,732 l 

73,128 ..l 
665,710 

1,199,125 j 
3,309,836 

$ 30,177,483 
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SUNNYVALE SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

CAPITAL ASSET & DEBT ADMINISTRATION 

Capital Assets 

At June 30, 2003, the District had$ 56.9 million in a broad range of capital assets, including land,. buildings, and 
furniture and equipment, net of acc~ulated depreciation of $16.4 million. 

Table4 

(Amounts In mDlions) 

Land 
BuDdlng and lmproveinents 
Equipment 

Totals 

Governmental 
ActMUes 

3.8 
52.2 
0.9 

56.9 

This year's additions of$ 9.3 milliog. .included completion of several renovation I modem~on projects, se\'eral 
vehicles, cafeteria equipment and classroom equipment such as computers. No debt was i&sucd for these 
additions. 

Several capital projects are planned for the 2003-04 year. We anticipate capital additions to be$ 4 milliou for the 
2003-04 year. We present more detailed infonnation about our capital assets in Note #5 to the ~oial 
sta~ts. 

Long-Tenn Debt 

At the end of this year, the District had$ 34.3 million in bonds and capital leases outstanding versus $352 million 
last year, a d~e of3 percent. The amounts consisted of. 

(Amounts in millions) 

General Obligation Bond 
Capital Appreciation Bond 
Capital Leases 

Totals 

Tables 
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~overn.mental 
Activities 

26.1 
6.1 
2.1 

34.3 

SUNNYVALE SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND AN~YSIS 
JUNE 30, 2003 

The District's general obligation bond rating continues to be AAA, as determined by Standard and Poor's. The 
State limits the amount of general obligation debt that District's can issue to S percent of the assessed value of all 
taitable property within the District's. boundaries. The District's outstanding general obligation debt oU 32.2 
million is significantly bel<w- this $658.9 million statutorily imposed limit. 

Other obligations inclu.de compensa~ absences payable. We preseJ)t more detailed infol'D)ation regarding Olll" 
long-term liabilities in No~ #9 of the financial statements. 

SIGNIFICANT ACCOMPLISHMENTS OF FISCAL. YEAR 2002-03 ARE NOTED BELOW: 

The District managed $3,960,959 million School Modernization projects, which included renovations at 
Lakewood, Cherry Chase, Ctllllberland, Ellis, and Columbia Middle School. 

ECONOMIC FACTORS AND NEX'F YEAR'S BUDGETS AND RATES 

The budget was adopted by the ])oard of Education on June 19, 2003 during the time when the California 
Governor and legislature wme struggling with a State budget shortfall of an estimated $3.8 billiQn. This budget 
shortfall at tho state level c;reated huge unce$inty for Sunnyvale School District int.cans of budget and program 
planning for 2003-2004. 

Making the matter worse was the Gov.emor's proposal for the taking oflocal property t.axe~ ftom basic aid school 
districts for use elsewhere; Had the Governor's proposal prevailed, basic aid dis!,::icts, including Sunnyvale 
School District, would have been devastated financially and progtammatiClllly. Forti,mately, the Governor 
modified his proposal to have basio aid district funding reduced in proportion to other re:gularly funded school 
districts (revenue limit districts). 

These fimding reductions had not been finali7.ed at the state level at the time of budget adoption, but management 
made accommodations forrcduced revenue in the Jlll!posed adoption budget based on infonnation available at the 
time. Management budgeted revenue loss of$19S per average daily attendance or $1,004,325. This. was based 
on the State's proposal to .take away $120 per avemge daily attendance plus. LS% of the District's computed 
revenue limit. 

The Sunnyvale School Di11trlct adopted l:>udget for 2003-2004 reflects deficit spending of$l,345,688, but 
maintains reserves at year-end of approximately 6.0 percent. 

Significant Budget Impacts-for 2003-2004 

The following is a listing of State budget actions that w~ incorpomtcd in Sunnyvale School District's budget 
planning and program offerings: 

• Public Employees Retirement System contribution ofl0.42%. of classified salaries 
• Deferral of mandated cost reimbursement (began in 2002-2003 deferral continues in 2003-2004 for a total 

deferral of$620,000) 
• No cost of living iltcrease for the mandated Special Education program 

10 
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SUNNYVALE. SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Governmental Activities 

As. reported in the Statement of Activities on page 13, the cost of all of our governmental activities this year was 
$51.2 million. However, the amount that our taxpayers ultimately financed for these activities through local taxes 
was only $32.6 million because the cost was paid by those who benefited from the programs ($1. l million) or by 
other governments and organizations that subsidized certain programs with grants and con1n1mtions ($12.3 
million). Management paid for the mnaining "public benefit" portion of District activities with $ 3.6 million in 
Federal and State funds and with other revenues, like interest and general entitlements. 

In Table 3, manageinent has presented the cost of each of the District's operating functions, as well as each 
function's net cost (total cost less revenues generated by the activities) .. As discussed above, net cost shows the 
financial burden that was placed on the District's taxpayers by each of these functions. Providing this infonnation 
allows our citizens to consider the cost of each function in comparison to the benefits they believe are provided by 
that function. 

Table3 

TOTAL COST NET COST 
(Dollar amounts In millions) ofSeivices of Services 

lnslructlon 28.7 19.9 
Guidance and counseling 4.3 2.6 
School administration 3.2 3.0 
Pupil transportation 1.2 0.4 
Food services 1.8 
Administration 4.2 4.0 
Maintenance and operations 4.2 4.2 
other 3.6 3.6 

Totals 51.2 37.7 

THE DISTRICT'S FUNDS 

As the Dist!ictcompleted this year, our governmental funds reported acombijled fund balance of$8.6 million, 
which is a decrease of$ 5,1 million from last year. 

The primary reasons for these decreases are: 

The fimd balances in the Building and Deferred Maintenance Funds decreased $4 .4 million and $.8. million, 
respectively. This decrease is due to: 

l. Capital outlay of$ 4.4 million for modernization projects at Cheny Chase, Ellis, Cumberland and 
Vargas Elementary Schools. 
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SUNNYVALE SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

2. Deferred maintenance projects were funded during the fiscal year in the amount ofS889,470. This 
funded projects at Lakewood, Cumberland, Ellis, and Columbia Middle School, leaving a year-end 
balance ofS70,989 in the Deferred Maintenance Fund. 

The Special Revenue Fund has been designated by the Board of Education as the Reserve for Economic 
Uncertainty. This fund has remaiaed stable front the prior year showing a modest in~ of $43,838 to a 
y.earbalance Sl,949,895. 

The debt ~ce fund showed an increase of approximately $150,253 at year-end. 

General Fund Budgetary Highlight for 1002-2003 

Over the course of the year, the Districtzevises its budget to reflect changes in revenues and expenditures. 
Budget revisions were approved by the Board of Education on December 12, 2002, March 20, 2003 and April 3, 
2003. (A schedule showing the District's original and final budget amounts compared with amounts actually 
paid and m:eived is provided in our annual report on page 40). Revisions were necessary to zeflect material 
revenue changes as outlined below: 

• Riwcnue limit revisions were made due to property tax roll rewnue estimate updates provided by the Santa 
Clara County Controller-Treasurer Department throughout the year. 

• Mandated cost reimbursement revenue provided by the State of California was eliminated from the budget 
due to the State's action to defer this funding until so~ undetermined future date. 

• Local revenue was adjusted to reflect grant funding. 
• Adjustments were made to State revenues to re.fleet funding adjustments to Categorical Programs and 

Special Education. 

Revisions were necessary to reflect material expenditure changes as outlined below: 

• Salary expenditures were increased to reflect negotiated settlements with teachers,. classified and 
management personnel. 

• Adjustments were made to employee benefits to reflect changes from the open emollment process and the 
change in medical coverage from the bankrupt Lifeguard plan to the replacement Health Net plan. 

• Adjustments were made to statutory benefits to reflect petsOllllel and rate changes during the year. 

8 



SUNNYVALE SCHOOL DIST,RICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

THEDISTRJ.CTA.S.A WHOLE 

Net Assets 

The District's net assets were$ 30,177,483 for the fiscal year ended June 30, 2003. Of this amount, $23,690,892 
is invested in capital ~i:s. net of related debt. Restricted net assets arc reported separately to show legal 
constraints from debt covenants and.6iabling legislation that limit the School :SQard's ability to use those net 
assets for day-to-day operations. Management's analysis below focuses on the ~t assets (Table 1) and on the 
change in net assets (Table 2) of the District's governmental activities: 

Current and other assets 
Capital Assets 

Total Assets 

Current liabilities 
Long-Tenn debt 

Total Liabilities 

Net assets 
Invested in capital assets 
net of related debt 

Restricted 
Unrestricted 

Total Net Assets 

). 

5 

Governmental 
Actlvlfies 

$19,778,142 
56,920,233 
76,698,375 

$13,555,149 
32,965,743 
46,520,892 

23,690,892 
3,176,755 
3.309.836 

$30,177,483 

SUNNYVALE SCHOOL DISlRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

Changes in Net Assets 

The results of this year's operations for the District as a whole are reported in lhe Statement of Activities on page 
13. Table 2 takes the info~on from the StatemQnt, rounds off the nwnbers, and rearranges them slightly so 
one can see the total revenu~ for the year. 

Program revenues: 
Charges for services 
Operating grants and contnbutlons 
Capttal grants and contributions 

General revenues: 
state revenue lfmtt sources 
Property taxes 
OUler general revenues 

Total Revenues 

Instruction related 
Student support services 
Admlnls!rallon 
Maintenance and operations 
011:ler 

Total Expenses 

Change in Net Assets 

6 

Governmental 
ActlvlUes 

$ 1,112.713 
8,403,5159 
3,945,081 

1,007,304 
32,607,127 

7,616,249 

54,692,033 

34,010,944 
5,165,471 
4,237,763 
4,171,085 
3,600.252 

51;185,515 

$ 3,506,518. 
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SUNNYVALE SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

This section of Swmyvale School Dis1rict's 2002-2003 annual financial report presents management's discussion 
and lllllUYSis of the Dis1rict's financial performance during the fiscal y1:ar that ended on June 30, 2003. 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 Sunnyvale School District {the 
Dis1rict) and its component units using the integrated approach as prescn1>ed by GASB Statement Number 34. 

The Government-Wide Financial Statements present the financial picture of the Dis1rict from th~ economic 
resources measurement focus using the accrual basis of accollllting. These statements include all assets of the 
District as well as all liabilities (including long-term debt). Additionally, certain eliminations have occurred as 
prescribed by the statement in regards to inter-fund activity, payables and receivables. 

The Fund Financlal Statements present Governmental activities, such as regolar and special education. 
transportation and administration. Property taxes and state fonnula aid finance most of these activities. The Fwid 
Financial ·statements provide. a more detailed picture of District's operations than dis1rict-wide statements. The 
Governmental Fund Statements are prepared using the current financial resources measurement focus and 
modified accrual basis of accounting. 

Recl)nciliation of the Fund Financial Statements to the Government-Wide Financial Statements is provided to 
explain the differences created by the integrated approach. 

The Primary unit of the government is the Sunnyvale School Dis1ric~ 

FI:NANCIALHIGHLIGHTS OF THE PAST YEAR 

REPORTING THE DISTRICT AS A WHOLE 

The Statement ofNet Assets and the Statement of Activities 

The Statement of Net Assets and the Statement of Activities report infonnation about the District as a whole and 
about its activities. These statements include all assets and liabilities of the District using the accru;il basis of 
accountins 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 assets and changes in them. Net assets are the difference between 
assets and liabilities, one way to measure the District's financial health, orfmancial position. Over time, 
increases or decreases in the District's net assets are one indicator of whether its.financial health is improving or 
deteriorating. Other factors to cqnsider are changes in the District's property tax base and the condition of the 
Ois1rict's facilities. 
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SUNNYVALE SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2003 

The difference between revenues and expenses is the Dis1rict's operating results. Since the Board's responsibility 
is to provide services to students and not to generate profit as commercial entities do, one must consider other 
factors when evaluating the overall health of the DislricL The quality of the education and the safety of our 
schools are important components in this .evaluation. 

The Statement of Net Assets and the St.gtement of Activities are derived from the District governmental activities. 

Govel'DJllental activities - All of the Dis1rict' s services are reported in this category. This includes the education 
of kindergarten through grade eight students, the operation Qf child deve~opment activities, and~ on-go!ng 
effort to improve and maintain buildings and sites. Property taxes, state income taxes, user fees, mterest mcome, 
federal, state and local grants, as well as general obligation bonds, finance these activities. 

REPOR'DNG THE DISTRICT'S MOST SIGNIFICANT FUNDS 

Fund Financial Statements 

'f!ie fund financial statements provide detailed infonnation about the most significant funds - not the Dis1rict as a 
whole. Some funds are required to be established by State law and by bond covenants. However, ~ent. 
establishes many other funds to help it control and manage money for particular purposes or to show that 1t lS 

meeting legal responsibilities for using certain taxes, grants, and other money that it receives from other soutces. 

Governmentalf1111ds - Most of the Dis1rict'~ basic services are reported in governmental ~ds, which foe~ on 
how money flows into and out of those funds and the balances le~ at year-end that are. aV111la~le for spending. 
These funds arc reported using an accounting method called modified accrual accounting, which measures ~ 
and all otherfmancial assets that can readily be converted to cash. ~e govemmen~l fund. stat~menti: provide a 
detailed short-term view of the District's general government operations and the basic semces 1t provides. 
~vemmental fund infOI1Dation helps detennine whether there aRl more or fewer financial resources that can be 
spent in the near future to finance the District's programs. 1;he differences ofresul~ in 1;he gove~~I fund 
financial statements to those in the government-wide financial statements are explamed ma reconciliation 
following each governmental fund financial statement. 

THE DISTRICT AS TRUSTEE 

Reporting the District '.Y Fiduciary Responsibilities 

The Dis1rict is the trustee, or fiduciary, for fimds held on behalf of othe.rs, like the funds managed for associated 
student body activities. The Dis1rict's fiduciazy activities are reported in separate Statements of Fiduciary_N~ 
Assets. Management excludes these activities from the District's other financial statements because the DJStrict . 
cannot use these assets to finance its operations. The District is responsible for ensuring that the a.ssets :reported m 
these funds are used for their intended purposes. 
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Board of Education 
Sunnyvale School District 
Sunnyvale. California . 

Vavrinek, Trine, Day & Co., LLP 
Cerllfi1d P~blic Accountan11 & Cllnsult.nts 

INDEPENDENTAUDITORS' REPORT 

VALUE )Hf DlffCRlNCf 

We have audited the accompanying financial statements of1he govemmentalactivities, each raajor fimd, and the 
aggregate remaining fimd information of the Sunnyvale School District (the District), as of and for the year ended 
June 30, 2003, which collectively comprise the District's basic financial statements as listed in the table of 
contents. These financial statements are the respOOS11>ility of the Distric~s management. Our responsibility is to 
express an opiniiin on these financial statements based on our audit 

We conducted our audit in accordance with auditing standaros genl!l'8llY accepted in the United States of America, 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptro1Ier General of the United States, and Stand!zrds and Procedures for Audits of California K-12 Local 
Educational Agencies, prescn"bed by the State Controller. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial sta~ents are free of material :misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and discloS!JreS in the tinanci.a1 
statements, An audit also includes assessing the accotmling principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fiurly, in all material respects, the financial 
position of the governmental activities, each major fund, and. the aggregate remaining fimd infonnation of the 
Swmyvale School District, as of June 30, 2003, and the respective changes in financial position, for the year then 
ended in conformity with accounting principles generally accepted in the United States of America . 

As discussed in Note 16 to the financial statements, the District recognized certain deferred state appropriations as 
revenue in the current fiscal year, 

In accordance with GovermJZent Auditing Standards, we ~ve also issued our report dated Septembc;r 25, 2003, on 
our consideration of the District's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit perf onned 
in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit. 

As discussed in the Notes· to the basic financial statements, the accompanying financial statements reflect certain 
changes required as a result of the implementation ofGASB Statement No. 34 for the year ended June 30, 2003, 
This results in a change to the fonnat and content of the. basic financial statements. 

mo Aspen SflU! Rancho cucaman;a. CA 9173Q Tel: 909.466.4410 Fix: 909.466M3.1 www.vtdcpa.com 
fltESNO • LAGUNA H~LLS • PLEASANY.ON • RANCHO CUCAMONGA • SAN JDSE 

The required supplementary information, such as management's discussion and analysis on pages 3 through 11 
and budgetary comparison informali!!n on page 40, are not a required part of the basic financial statements, but is 
supplementary information required by the Govemn:icntal Accounting Standards BQard. We have applied certain 
limited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did not audit ~e 
information and express no opinion on it • 

Our audit. was conducted for the puxpose of fonning an opinion on the financial statements that collectively 
comprise the District's basic financial state!)lents. The other supplementary infonnation listed in the table of 
contents, including the Schedule ofElpenditures of Federal awards which is requu:ed by U.S. Office of 
Management and Budget Circular A-133, Audits of State, Local Governments, and Non-Profit Or~tions, is 
presented for purposes ofaddili~ analysis and i~ not a required part of the basic financial statemenfl!. Such 
information has been subjectl1d to. the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements 1akcn as a 
whole. 

J~ -r M«L!ry i Co. uP 
San Jose. California 
September 25, 2003 
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SUNNYVALE SCHOOL DISTRICT 

Excerpts from Audited Financial Statements 
June 30, 2003 

169 



District:Sunnyvale School District 
lfax and Revenue Anticipation Notes 

EXHIBIT I 
.B}\CTUAL CASH FLOW 
(Actuals through April 2004, Projected May and June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash ill IJJ Ill ;!II - ;JI ffl !Ill JI • ,. JI! • 
Receipts 

Revenue Limit: Property Tax 34,391 0 33,062 2,523,507 2,169,369 8,024,415 3,526,114 2,059 3,481,842 5,004,861 1,914,892 2,398,207 !JI 
Revenue Limit: State Aid 37,627 (7,937) 13,195 13,195 13,195 13,195 13,195 6,683 3,342 3,342 12,101 7,157 JI 
Other Receipts 1,344,745 937,321 824,826 1,769,750 663,058 1,344,087 1,749,338 833,295 2,825,110 1,280,418 1,936,877 3,119,904 • Note Proceeds 5,052,163 0 0 0 0 0 0 0 0 0 0 0 ,. 
Total Receipts • fl ~ • ;ill !JI ,. ,, • jJI ;JI ,ii ,. 

Disbursements 

Salaries and Benefits 1,020,018 1,080,497 3,556,499 3,585,589 3,609,734 3,565,015 3,572,504 3,676,995 3,549,196 3,588,099 3,629,959 3,630,040 l!I 
Other Disbursements 1,059,728 272,029 482,546 1,746,515 539,568 507,164 1,207,012 253,312 694,881 581,162 1,402,216 1,890,495 .. 
Note Payment Pledge 0 0 0 0 0 0 2,000,000 0 0 2,000,000 1,099,722 0 $l 
Total Disbursements JI ,. ,11 :ii • • IJI ;JI ,ID • !JI ;Ill ltl 

Net lncrease/Decrea>e • <• <• G• (;QI • (Ml (~ ;JI ~ <• ,a (JI 

Ending Cash • Ill • 1/j ;JI ffl IJI ,. ;II " JI ;JI ;JI 

EXHIBIT II 
IIPROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April Mav Juue Total 

Beginning Cash ;JI ;ti ;JI JI ~ • JI IJI ;JI - ,e a:r ;JI 

Receipts 

Revenue Limit: Property Tax 35,079 0 33,724 2,574,028 2,212,800 8,185,066 3,596,427 2,100 3,551,549 5,105,059 1,953,103 2,446,065 !Ill 
Revenue Limit: State Aid 38,341 (8,088) 13,445 13,445 13,445 13,445 13,445 6,810 3,405 3,405 12,330 7,293 • Other Receipts 329,154 919,990 780,101 1,547,490 101,990 1,290,495 1,553,510 773,578 2,486,650 1,191,872 1,844,128 2,509,538 • Note Proceeds 5,066,438 0 0 0 0 0 0 0 0 0 0 0 ,. 
Total Receipts ,. ,, ., • ,. lJl ,ii • jJj lll ;JI ~ ffl 

Disbursements 

Salaries and Benefits 1,024,763 1,085,718 3,582,627 3,611,310 3,633,697 3,589,512 3,597,512 3,708,932 3,573,534 3,614,211 3,657,097 3,657,170 ltl 
Other Disbursements 342,277 183,446 693,483 896,016 378,042 308,887 866,557 285,759 475,318 473,081 1,039,244 1,150,272 :Ill 
Note Payment Pledge 0 0 0 0 0 0 2,000,000 0 0 2,000,000 1,149,583 0 ,ii 
Total Disbursements • • - • • ;JI llfl JI • lJI • • ffl 

Net Increase/Decrease • c, (~ ~ <• ~ (;QI (JJ p • GD • c, 
Ending Cash ;ti ~ JI ~ • ;Jr • ;JI • ,e a:r ;ti ;ti 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally restricted 
in purpose, but may be accessed on a temporary basis by Board action. For a more detailed description of the 
transfer of restricted fund monies, see "THE NOTES - Other District Funds" herein. 

SUNNYVALE SCHOOL DISTRICT 
Other District Funds 

Special Revenue Funds 

Cafeteria 

Child Development 
Deferred Maintenance 

Special Reserve 

Subtotal for Special Revenue Funds 

Capital Project Funds 

Building 

Capital Facilities 

Subtotal for Capital Project Funds 

Total Alternate Liquidity 

(a) Audited Financial Statement. 

(bl Second Interim Report adopted on March 4, 2004. 
(c) The District. 

Cash Flows 

June 30, 2003, 
Balance<•) 

$ 594,781 

0 
70,989 

1,949,895 

2,615,665 

1,109,423 

27,912 

1,137,335 

$3,753,000 

June 30, 2004, 
Estimated Balance(b) 

$ 594,781 

0 
170,990 

1,999,895 

2,765,666 

0 

0 

0 

$2,765,666 

June 30, 2005, 
Estimated Balance<c) 

$594,781 

0 
130,000 

0 

724,781 

0 

40,000 

40,000 

$764,781 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
April 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected cash 
receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected cash 
flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July I, 2003, the District issued $5,000,000 in tax and revenue 
anticipation notes due June 30, 2004. The notes are general obligations of the District, secured and payable 
from general fund revenues received during, or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "SUNNYVALE 
SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Subsequent to the date of the Audited Financial Statements, June 30, 2003, the District issued 2003 
Refunding General Obligation Bonds (the "Refunding Bonds") in the amount of$8,715,000 on December I, 
2003. The proceeds from the sale of the Refunding Bonds were used to advance refund the 2005 to 2020 
maturities of the General Obligation Bonds, Series l 996A. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
I. 62 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and Sources 
of Payment" herein. 

Projected Cash Balance, July 1, 2004 

SUNNYVALE SCHOOL DISTRICT 
Note Coverage Ratio 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 
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$ 3,563,558 

50,220,661 

(45,428,464) 

$ 8,355,755 

$ 5,149,583 

1.62: I 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

SUNNYVALE SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Unaudited Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 2001/02 (a) 2002/03 (b) 2003/04 (c) 2004/05 (c) 

Revenues 

Revenue Limit Sources $31,303,578 $29,270,502 $29,825,726 

State Aid $ 898,544 $ 912,547 

Property Taxes 24,337,433 28,317,219 

Federal Revenue 1,285,308 1,273,996 1,566,524 2,261,087 2,049,937 

Other State Revenue 9,084,932 7,607,003 6,442,553 6,496,936 6,246,733 

Other Local Revenue 7,090,491 6,065,692 6,583,878 6,552,872 6,486,392 

Total Revenues 42,696,708 44,176,457 45,896,534 44,581,397 44,608,788 

Expenditures 

Certificated Salaries 21,044,072 22,241,143 23,060,169 22,680,054 22,818,154 

Classified Salaries 6,928,235 7,247,769 7,851,305 7,279,621 6,924,551 

Employee Benefits 5,860,708 6,395,058 7,430,599 8,092,248 8,593,376 

Books and Supplies 1,552,680 2,113,452 2,007,489 3,071,797 1,572,172 

Services, Other Operating Expenses 4,631,916 4,748,961 5,119,304 5,408,701 4,975,757 

Capital Outlay 970,271 562,217 241,751 33,542 28,160 

Other Outgo 58,653 293,722 285,114 617,833 375,901 

Total Expenditures 41,046,535 43,602,322 45,995,731 47,183,796 45,288,071 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 83,392 0 0 106,565 545,435 

Interfund Transfers Out I Other Uses 0 (220,737) (25,454) (100,000) (125,000) 

Total Other Financing Sources/(Uses) 83,392 (220,737) (25,454) 6,565 420,435 

Excess of Revenues Over (Under) Expenditures 1,733,565 353,398 (124,651) (2,595,834) (258,848) 

Beginning Fund Balance 1,182,316 2,915,881 3,269,279 3,144,628 548,794 

Ending Fund Balance $ 2,915,881 $3,269,279 $ 3,144,628 $ 548,794 $ 289,946 

(a) Audited Financial Statements. 
(b) Unaudited Financial Statement. 
(c) Second Interim Report adopted on March 4, 2004. 
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(a) 

(b) 

(c) 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002/03 (b) 

2003/04(<) 
2004/05<cl 

Audited Financial Statements. 
Unaudited Financial Statement. 

SUNNYVALE SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$ 898,544 
912,547 

31,303,578 
29,270,502 
29,825,726 

Second Interim Report adopted on March 4, 2004. 

Percent of General Fund Revenues 

2.10% 
2.07 

68.20 
65.66 
66.86 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of"step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects no change in the number of full-time equivalent certificated or full-time 
equivalent classified employees for the 2004/05 fiscal year. The District expects a 1 % negotiated salary 
increase for certificated employees, and a 1 % negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to increase by .75% in the 2004/05 fiscal year. 

a) 

(b) 

(c) 

Fiscal Year 

2000/01 (a) 
2001/02 (a) 
2002103(b) 
2003/04(c) 
2004/05(cJ 

Audited Financial Statements. 
Unaudited Financial Statement. 

SUNNYVALE SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits 

$33,833,015 
35,883,970 
38,342,073 
38,051,923 
38,336,081 

Second Interim Report adopted on March 4, 2004. 
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Percent of General Fund Expenditures 

82.43% 
82.30 
83.36 
80.65 
84.65 



Labor Relations 

The District employs 353 full-time equivalent certificated and 214 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

Labor Organization 

California School Employees Association 
Sunnyvale Education Association 

Source: The District. 

Investment of District Funds 

SUNNYVALE SCHOOL DISTRICT 
Labor Relations 

Number of Employees 

260 
338 

Contract Expiration Date 

June 30, 2006 
June 30, 2006 

Substantially all District operating funds are held by the Santa Clara County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX E-SANTA CLARA COUNTY - COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget estimates 
provided by the District. In accordance with provisions of the State Education Code, the District must adopt a 
budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted budget will be 
available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit sources. 
Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. The 

revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Because the District's property tax revenue exceed its calculated revenue limit, the District is 
considered a basic aid district. Basic aid districts receive no additional State aid beyond a basic aid entitlement 
of$120per A.D.A. Under current law, basic aid districts retain all local property tax revenues, and, as a result, 
receive more revenue limit income than is their revenue limit entitlement. The District expects a 2.00% 
increase in revenues from property taxes in fiscal year 2004/05. See "GENERAL SCHOOL DISTRICT 
INFORMATION- State Funding of Education," "GENERAL SCHOOL DISTRICT INFORMATION
Basic Aid Districts" and "-Average Daily Attendance" herein. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

The Sunnyvale School District (the "District") provides educational services to residents located 
primarily in the City of Sunnyvale in Santa Clara County. The District serves a population ofapproximately 
78,947. 

The District currently operates eight elementary schools (K-5), two middle schools (6-8) and one 
community day school (7-8). 

The District's 2003/04 pupil-teacher ratios are 19 .34: 1 for grades K-8. 

The District is governed by a Board of Education consisting of five members. Members are elected to 
four-year terms in staggered years. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Dr. Joseph Rudnicki has served in this capacity since 1997. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D .A. for the last four years and a 
projection for 2004/05. 

SUNNYVALE SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year Average Daily Attendance<•) 

2000/0l(b) 
2001/02{b) 
2002103{b) 
2003/04(<) 
2004/05(c) 

<•l Includes grades K-8, opportunity schools, home and hospital, and community day school. 
{bJ Audited Financial Statements. 
<cl Estimated - Second Interim Report adopted on March 4, 2004. 
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5,666 
5,665 
5,739 
5,813 
5,813 
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Funding Policy 

Active plan members are required to c9ntribute 8.0% of their salary and the District 
is required to contribute. an ac_tuari!tlly detennined rate. The actuarial methods and· 
assumptio11S used for detennining the rate are those adopted by the STRS Teachers' 
Retirement Board. The required employer conlrlbution rate for f1Scal year 2002-2003 
was 8.25% of annual payroll. The contribution requirements of the plan members are 
established by state statute. The Dist:ict's contributions to STRS for the fiscal year 
ending June 30, 2003, 2002 an\! 2001 were $2,755,253, $2,441,520 and $2,212,031 
respectively, and equal 100% of the required contributions for each year. 

NOTE 11; COMMITMENTS AND CONTINGENCIES 

State and Federal Allowances Awards. and Grants 

The District bas received state and federal funds for specific purpqses that are subject 
to view and audit by the grantor agencies. If the review on audit discloses 
exceptions, the District may incur a liability to granter agencies. 

NOTE 12: TAX AND REVENUE ANTICIPATION NOTES fTRANS} 

On July 3, 2002, the District issued $!1,895,00Q in Tax and Revenue Anticipation 
Notes maturing on July 3, 2003, with an interest rate of 3%, The TRANS are a 
general obligation of the District, and are payable from revenues and cash receipts to 
. be generated by the District. There are no contractual obliga,tions related tQ. the 
issuance other than the TRANS agreement. The funds were used to supplement cash 
flow. Interest expense of$296,850 was accrued as of June 30, 2003, on this note. 

NOTE 13: SUBSEQUENT EVENTS 

The District issued $11,895,000 in tax rev.enue anticipation notes dated July 3, 2003. 
The notes mature on July 6, 2004. The notes were sold to supple1Dent cash flow. 
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NOTE 8: CHANGES IN GENERAL LONG-TERM DEBT 

A schedule of changes in long-term debt for the year ended June 30, 2003 is shown 
below: 

Balance 
~ ~ Deductions 

Balance 
June30 2003 

General obligation Bonds Payable· 
1997 Series $ 17,045,000 s s 345,000 $ 16,700,000 

General Obligation Bonds Payable • 
1998 Series 14,365,000 295,000 

Bond Premium - 1998 Series 24,785 1,032 
14,070,000 

23,753 
General Obligation Bonds Payable -

1999 Series 11,6.SO,OOO 220,000 11,430,000 
General Obligation Bonds Payable -

2002 Series 30,000,000 30,000,000 
56,000 Bond Premium - 2002 Series 58,000 2,000 

General Obligation Bonds Payable -
2003 Series 58,000,000 58,000,000 

386,746 
736,865 

Bond Premium - 2003 Series 386,746 
Compensated Absences Payable 654,870 81,995 

NOTE9: 

s 73,797,655 $ 58,468,741 s 863,032 $ 131,403,364 

JOINT VENTURES (Joint Powel'll A~reemeng} 

The Sequoia Union High School District participates in one joiJ)t venture under a 
Joint Powers Agreement (JPA). The San Mateo County Schools Insurance Group 
(SMCSIG) arranges for and provides property, liability, and workers' compensation 
for its members. The relationship b_etween (SMCSIG) and the District is such that 
the JP A is not a component unit of the District for financial reporting purposes. 

The SMCSIG is governed by a board consisting of a representative from each 
member district. The Board controls the operations of the JPA, including selection of 
management and approval of operating budgets, independent of any influence by the 
member districts beyond their representation on the board. Each member district 
pays a premium commensurate with the level of coverage requested and shares 
surpluses and deficits. proportionate to its participation in the JP A. 

Condensed financial information of SMCSIG as of June 30, 2003 and for the period 
then ended are summarized as follows: 

Total Assets 
Total Liabilities 
Net Assets 

Total Revenues 
Total Expenses 
Net Change in Net Assets 
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$ 9,688,958 
6,010,253 
3,678,705 

25,039,388 
26,390,298 
(1,350,910) 

NOTE 10: EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple employer defined benefit pension 
plans maintained by agencies of the State of California. Certificated employees are 
members of the State Teachers' Retirement System (STRS), and classified employees 
are members of the Public Employees' Retirement System (PERS). 

.PERS: 

Plan Description 

The District contributes to the School Employer Pool under the California Public 
Employees' Retirement System (Ca!PERS), a cost-sharing multiple-employer public 
employee retiremeut system defined benefit pension plan administered by CalPERS. 
The plan provides retirement and disability benefits, annual cost-of-living 
adjustments, and death benefits to plan members and beneficiaries. Benefit 
provisions are established by state statutes, as legislatively amended, within the 
Public Employees' Retirement Law. CalPERS issues a separate comprehensive 
annual financial report that includes financial statements and required supplementary 
information. Copies of the CalPBRS Executive Office, 400 P ·Street, Sacramento, 
California 95814. 

Fundjng Policy 

Active plan members are required to contribute 7% of their salary (7% of monthly 
salary over $133 .33 if the member participates in Social Security), and the Distri~t is 
required to contribute an actuarially determined rate. The actuarial methods and 
assumptions used for determining the rate arc those adopted by the CalPERS Board 
of Administration. The required employer contribution rate for fiscal year 2002-2003 
were 2.894% during July 2002 to January 2003 and 2. 771 % during February 2003 to 
June 2003. The District's contributions to CalPERS for the fiscal year ending June 
30, 2003, 2002 and 2001 were $403,103, $0 and $0 respectively, and equal 100% of 
the required contributions for each year. 

Plan Description 

The District contributes to the State Teachers' Retirement System (STRS), a cost
sharing multiple-employer public employee retirement system defined benefit 
pension plan administered by STRS. The plan provides retirement, disability, and 
survivor benefits to beneficiaries. Benefit provisions are established by state statutes, 
as legislatively amended, within the State Teachers' Retirement Law. STRS issues a 
separate comprehensive annual financial report that includes financial statements and 
required supplementary information, Copies of the STRS annual f"mancial report may 
be obtained from the STRS, 7667 Folsom Boulevard, Sacramento, California 95826. 
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The annual requirements to amortize Series 1997, General Obligation Bond~ Payable, 
outstanding as of June 30, 2003 are as follows: 

The aJU?.Ual requirements to amortize Series 2002, General Obligation Bonds Payable, 
Year Ilnd£!! Jl.!1!~30 ~ ~ ~ outstanding as c;,f June 30, 2003 are as follows: 

2004 $ 360,000 $ 928,110 $ 1,288,110 
Year Bnd£!! June 30 ~ ~ IQ!@l 2005 380,000 910,560 1,290,560 

2006 395,000. 891,940 1,286,940 2004 $ 255,000 $ 1,797,454 $ 2,052,454 
2007 415,000 872,585 1,287,585 2005 520,000 1,522,825 2,042,825 
2008 435,000 852,250 1,287,250 2006 545,000 1,486,425 2,03.1,425 
2009-2013 2,535,000 3,906,450 6,441,450 2007 575,000 1,448,275 2,023,275 
2014-2018 3,320,000 3,151,980 6,471,980 2008 605,000 1,408,025 2,013,025 
2019-2023 4,370,000 2,117,310 6,487,310 2009-2013 3,500,000 6,425,525 9,925,525 
2024-2026 4,490,000 703,595 5,1931595 2014-2018 4,365,000 5,562,840 9,927,840 

Totals $ 16i700,ooo $ 141334,780 $ 31,034,780 
2019-2023 S,495,000 4,435,982 9,930,982 
2024-2028 7,050,000 2,920,312 9,970,312 
2029-2031 7,090,000 931,468 8,021,468 

The annual requirements to amortize Series 1998, General Obligation Bonds Payable, 
Totals $ 30,000,000 $ 27,939,131 $ 57,939,131 outstanding as of June 30, 2003 are as follows: 

Bonds Premium as of 
Year Ended June 30 ~ Interest IQ!@l June 30,. 2003 56,000 

2004 $ 305,000 s 713,575 $ 1,018,575 Book Balance $ 30,056,000 2005 315,000 699,240 1,014,240 
2006 330,000 684,435 1,014,435 
2007 345,000 668,925 1,013,925 
2008 360,000 652,710 l,012,710 
2009-2013 2,065,000 2,994,005 5,059,005 
2014-2018 2,630,000 2,442,200 5,072,200 The annual requirements to ami>.rtize Series 200~, General Obligation Bonds Payable, 
2019-2023 3,380,000 1,689,145 S,069,145 outstanding as of June 30, 2003 are as follows: 
2024-2027 4,340,000 706,912 S,0461912 

Totals $ 14,070,000 $ 11,251,147 $ 25,321,147 Year Ended June 30 Principal Interest IQ!@! 

2004 $ $ $ 
Bonds Premium as of 2005 3,848,559 3,848,559 
Jum, 30, 2003 23,753 2006 740,000 2,716,630 3,456,630 

2007 760,000 2,699,980 3,459,980 
Book Bal.ance $ 14,093,753 2008 795,000 2,680,980 3,475,980 

2009-2013 4,505,000 13,003,725 17,508,725 
The annual rcquii:ements to amortize Series 1999, General Obligation Bonds Payable, 2014-2018 5,410,000 12,073,375. 17,483,375 

outstanding as of June 30, 2003 are as follows: 2019-2023 6,680,000 10,789,925 17,469,925 
2024-2028 9,795,000 8,967,250 18,762,250 

Year Enged Juge 30 Principal l!!ttmt I2!§l 
2029-2032 29Jl5,000 41810,500 34,1251500 

2004 s 230,000 $ 574,387 $ 804,387 Totals $ 58,000,000 $ 61,590,924 s l 19,5901924 
2005 240,000 563,462 803,462 
2006 250,000 552,062 802,062 Bonds Premium fill of 
2007 265,000 540,187 805,l87 June 30, 2003 386,746 
2008 275,000 527,600 802,600 
2009-2013 1,590,000 2,422,387 4,012,387 Book Balance $ 58,386,746 
2014-2018 2,005,000 1,986,000 3,991,000 
2019-2023 2,550,000 1,432,581 3,982,581 
2024-2028 3,265,000 713,400 3,978,400 
2029 760,000 38,950 798,950 

Totals $ 11,430,000 s 9,3511016 s 20.781,016 
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NOTE 5: INTERFUND TRANSACTIONS 

Due Frommue To Other Funds 

Interfund transactions are reported es either loans, reimbursements, or transfers. Loans 
are reported as interfund receivables and payables, as appropriate, and ere subject to 
elimination upon consolidation. Reimbursements occur when one fund incurs a cost, 
charges the appropriate benefiting fund, and reduces its related cost es a 
reimbursement. All other interfund transactions are treated as transfers. Transfers 
among governmental funds are netted as part of the reconciliation to the governmeni
wlde financial statements. 

Interfjmd Receivables/Payables <Due From/Due To} 

As of June 30, 2003, interfund receivables end payables were as follows: 

Intcrfund Interfund 
.E!m.g B~~!lil!.!lhles ~ 

General Fund $ 628,426 $ 164,614 
Building Fund 708,796 386,043 
Nonmajor Governmental Funds 264,Sll l,!!51 1076 

Totals $ 1.601,733 $ 1,601,733 

Interfund Transfern 

Interfund transfers consist of operating transfers from futlds receiving revenue to funds 
through which the resources are to be expended, Interfund transfers for fiscal year 
2002-2003 were as follows: 

E!!!!4 Dlm§f~Jn Irl!!lsf!m, Out 

General Fund $ $ 1,362,330 
Adult Education Fund 160,000 
Cafeteria Fund 450,000 
Deferred Maintenance 54,292 
Building Fund 98,684 
Special Reserve Fund for Capital Outlay 1,018,038 
Bond Interest and Redemption Fund 98,684 

Total $ 1,621,014 $ 1,621,014 

Transfer of $450,000 from the General Fund to the Cafeteria Fund was made to offset 
operating deficit in Cafeteria Fund. 

Transfer of $54,292 from the General Fund to the Deferred Maintenance Fund was 
made to support state match requirements. 

Transfer of $1,018,038 from the General Fund to the Special Reserve Fund for Capital 
Outlay was made to fund_ construction in progress. 

Transfer of $98,684 from the Building Fund to the Bond Interest and Redemption 
Fund for principal and interest payments. 
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NOTE 6: CAPITAL ASSETS AND DEPRECIATION 

Capital asset activity for the year ended June 30, 2003 is shown below: 

Capital assClS, not being depreciated 
Land $ 
Construction in progress 

Total capital assClS, not being depreciated 

Capital assets being depr~iated 
Buildings end Building Improvements 
Other Improvements 
Equipmont 

Total capital assets, being deprociatod 

Less accumulated deprcc(atlon for 
Buildings and Building lrnpl'Ovements 
Other Improvements 
Equipment 

Total accumulated depreciation 

Total capital assets, being depreciated, not 

Balance 
~ 

2,329,961 $ 

2,329,961 

139,195,977 
15,741,818 
3,184,787 

158.12b582 

35,099,863 
2,608,034 
;0011601 

39,721,504 

118,401,078 

Balance 
~ ~ June30 2003 

380,675 S $ 2, 710,636 
33,6951569 33,69S,S69 

34,076.244 36,406.205 

2,632,360. 
687,263 
212.291 

3,531,914 

(3,531,914) 

139,195,977 
IS,741,818 
3.184,787 

1ss,122.s82 

37,732,223 
3,295,297 
2.225,898 

43,253,418 

114,869,164 

Oovemmenlalactivitiescapitalassets,net $ 120.7311039 $ 301544,330 $ ---- S I Sl,275,369 

NOTE 7: GENERAL OBLIGATION BONDS PAY ABLE 

Yoar 
of 
~ 

1997 
1998 
1999 
2002 
2003 

The outstanding general obligation bonded debt of the District as of June 30, 2003 
are summarized: · 

Amounl 
Amount of Amount Redoemed l'tenlium Ou!standing 

lnicrest Matutlty Original OutstandinK current Amortizat June 30, 
Bal£ ~ g ~ xm -wi ~ 

4.81S-6.2So/, 2026 18,000,000 17,045,000 345,000 16,700,000 
4.5-5.25% 2027 15,029,949 14,389,785 295,000 1,032 14,093,753 
4.75-5.125% 2029 12,000,000 11,650,000 220,000 11,430,000 
4.0o-7.00% 2031 30,058,000 30,058,000 2.000 30,056,000 
225-5.00% 2032 58,386,746 58,386,746 

Totals 133.474,695 s 73,142,785 $ 860,000 $~ s 130,666,499 
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method provides for crediting eaob applicable fund with its total secured 
taxes upon completion of the secured tax roll - approximately October 1 of 
eaohyear. 

The County Auditor reports the amount of the District's allocated property 
tax revenue to the California Department of Education. Property taxes are 
recorded as local revenue limit sources by the District. 

The California Pepartment of Education reduces the. District's entitlement 
by the District's local property tax revenue. The balance is paid from the 
state General Fund, and is known as the State Apportionment. 

The District's base revenue Jimft· is the amount of general-purpose tax 
revenue, per average daily attendance (ADA), that the District is entitled to 
by law. This amount is multiplied by the. second p_eriod ADA to derive the 
District's total entitlement. 

9. Estimates 

The preparation of financial statements in confo1mity with accounting 
principles generally accepted in the United States of America requires the 
use of lllanagement's estimates. 

NOTE 2: CASH AND JNVESTMENTS 

Cash in County Treasuzy: 

In accordance with Education Code Section 4100 l, the District maintains 
sub.stantially all of its cash in the San Mateo County Treasury as part oftbe common 
investment pool ($118, 746,577) as of June 30, 2003. The District detennined that the 
fair value approximates cost; therefore, no adjustment was made to reflect the 
difference. 

Assumptions made in determining the. fair value of the pooled investment portfolios 
are available from the County Treasurer. The county is restricted by Government 
Code Section 53635 pursuant to Section 53601 to invest in time deposits, U.S. 
government securities, state registered warrants, notes or bonds, State Treasurer's 
investment pool, bankers' acceptances, commercial paper, negotiable certificates of 
deposit and repurchase or reverse repurchase agreements. 

Cash on Hand in Banks and in Revolving Fund 

Cash balances on hand and in. banks and in the revolving fund are insured up to 
$100,000 by the F~eral Depository Insurance Corporation. All cash held by the 
financial in.stitution is fully insured or collateralized, except those which exceeds the 
11WPIDum insured levels of the FDIC. 
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NOTE 3: EXCESS OF EXPENDITURES OVER APPROPRIATIONS 

NOTE4: 

As of June. 30, 2003, expenditures exceeded appropriations in individual funds as 
follows: 

Appropriations Category 

Adult Education: 
Certificated salaries 
Services and other operating expenditures 

Cafeteria: 
. Classified Salaries 

Employee Benefits 

Excess 
Expenditures 

$ 229,057 
1,789 

48,590 
83,192 

The appropriations for the above cost were based on projections that ':Vere exceeded 
by actual expenditures. The program managers will monitor program costs and will 
make appropriate bud~t revisions to assure that expenditures are within 
appropriations limits. · 

ACCOUNTS RECEIVABLE 

Accounts receivable as of June 30, 2003 consist of the following: 

Special Capital Debt 
General Revenue Project Service 
E!md B!u.!!l l:!!!w I:!!!!!! ~ 

Federal g=mont 
Federal programs $ 740,868 s 87,817 $ $ s 828,685 

State government: 
State eid revenue limit 122,261 239,9.49 362,210 
State programs 2,039,194 2,869 2,042,063 
Lo!tcry 451,097 451,097 
Other 6,392 6,392 

Total state government 3JS31420 337,027 3,690,447 

lnterffl 168,095 S,S68 825,444 999,107 
MisccUancous 1,031,079 171J43 ~ _B.lli_ 1.245,452 

Totals s 4,SS2,S94 $ 513,938 $ 844,933 - $ ~$ 5,935,006 
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for appropriation and expenditure" even though they are a component of net 
current assets. 

The District bas the option of reporting an expenditure in governmental 
funds for prepaid items either when purchased or during the benefiting 
period. The District has chosen to report the expenditure when incurred. 

3. Capital Assets 

Capital assets are those purchased or acquired with an original cost of 
$5,000 or more and are reported at historical cost or estimated historical 
cost. Contributed assets are reported at fair market value as of the date 
received. Additions, improvements, and other capital outlays that 
significantly extend the useful life of an asset are capitalized. The costs of 
nonnal maintenance and repairs that do not add to the value of the assets or 
materially extend the asset's lives are not capitalized, but are expensed as 
incurred. Depreciation on all capital assets is computed using a straight-line 
basis over the following estimated useful lives: 

Estimated 
Asset Class Examples Useful Life in 

Years 
Land 
Site Improvements Paving, flagpoles, retaining walls, 

sidewalks fencine. outdoor 1i!!htin2 20 
School buildin2s 50 
Portable classrooms 25 
Machinerv and tools Shon & maintenance eauipment, tools 5-10 
Kitchen ~m,lnment Aanliances 5-10 
Custodial eauioment Floor scrubbers vacuums, other 5-10 
Business machines Fax. dlll))icatine & nrintinP i,nninment 5-10 
Audio visual eauiament Proiectors, cameras (still & diftital} 5-10 
Athletic equipment Gymnastics, football, weight 

machines, wrestline mats 5-10 
Licensed vehicles Buses other on-road vehicles 8 
Grounds CQuipmcnt Mowers, tractors, attachments 5-10 

4. Deferred Revenue 

Cash received for federal and state special projects and programs is 
recognized as revenue to the extent that qualified expenditures have been 
incurred. Deferred revenue is recorded to the extent cash received on 
specific projects and programs exceed qualified expenditures. 

5. Compensated Absences 

All vacation pay plus related payroll taxes are accrued when incurred in the 
government-wide fmancial statements. A liability for these amounts is 
reported in tlie governmental funds only if they have matured, for example, 
as a result of employee resignations and retirements. 
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6. 

7. 

Accumulated sick leave benefits are not recognized as liabilities of the 
District The District's policy is to record sick leave as an operating expense 
in the period taken since such benefits do not vest nor is payment probable; 
however, unused sick leave is added to the creditable service period for 
calculation of retirement benefits. when the employee retires. 

Long-Tenn Obligations 

In the government-wide fmancial statements, long-tenn debt and other long
term obligations are reported as liabilities in the Statement of Net Assets. 

· Bond premiums and discounts as well as issuance costs are deferred and 
amortized over the life of the bonds using the straight-line method. Bonds 
payable are reported net of applicable bond premium or discount Bond 
issuance costs are reported as prepaid expenditures and amortized over the 
term of the related del:\t. 

In the fund financial statements, governmental funds recognized bond 
premiums and discounts as well as bond issuance costs, during the current 
period. The face amount of the debt issued, premiums, or discounts are 
reported as other financing sources/uses. 

Fund Balance Reserves and Designations 

Reservations of the ending fund balance indicate the portions of fund 
balance not appropriable for expenditure or llI!JOunts legally segregated for a 
specific future use. The reserve for revolving fund and reserve for stores 
inventory reflect the portions of fund balance represented by revolving fund 
cash and stores inventory, respectively. These amounts are not available for 
appropriation and expenditure at the balance sheet date. 

Designatio!lS of the ending fund balance indicate tentative plans fi!r 
financial resource utilization in a future period. 

8. Reyenue LimitiPrqperty Tax 

The District's revenue limit is received from a combination of local property 
taxes, state. apportionments, and other local sources. 

The Counfy is responsible for assessing, collecting, and apportioning 
property taxes. Taxes are levied for each fiscal year on taxable real and 
personal property in the county. The levy is based on the assessed values as 
of the preceding March 1, which is also the lien date. Property taxes on the 
secured roll are due on November 1 and February 1, and taxes become 
delinquent after December IO and April I 0, ~pectively. Property taxes on 
the unsecured roll are due on the Iien date (March 1), and become 
delinquent if unpaid by August 31. 

Secured property taxes are recorded as revenue when apportioned, in the 
fiscal year of the levy. The county apportions secured property tax revenue 
in accordance with the alternate method of _distribution prescribed by 
Section 4705.ofthe California Revenue and Ttr1Cation Code. This alternate 
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• The Adult Education Fund is used to account for resources committed to 
adult education programs maintained by the District. 

Debt Service Funds are used to account for the accumulation of resources for, 
and the payment of, general long-tenn debt principal, interest, and related costs, 
The following debt service fund is maintl!ined by the County Treasurer for the 
District use. 

The Bond interest and Redemption Fund is used to account . for the 
.accumulation of resources for, and the repayment of, District bonds, interest, 
and related costs. · 

Capital Projec(s Fwµ/s are used to account for the acquisition 11;1<1i'.or 
construction of all major gove~ental general fixed assets. The District 
maintains the following capital projects funds: 

• The. State School Building Lcas~Purchase is used primarily to account for 
state apportionments provide<! for construction and rei:onstruction of school 
facilities (Education Code Sections 17070-17080). 

• The Capital Facilities Fund is used to account for resources received from 
developer impact fees assessed under provisions of the California 
Environmental Quality Act (CEQA). 

• The Special Reserve Fund for Capital Outlay Projects exists primarily for the 
accumulation of General Fund monies for capital outlay purposes. 

• The County School Facilities Fund is established pursuant to Education Code 
Sectio~ 17070.43 to receive apportionments from the State School Fa(lilities 
Fund authorized by the State Allocation Board for new school facility 
construction, moderni7.ation projects, and facility hardship grants. 

Fiduciary Funds: 

• Expendable Trust Funds are used to account for assets )leld by the District as 
trustee. The District maintains four expendable trust funds, one for each . 
school, except for Redwood High. The funds are all Scholarship Funds, 
which. are used to provide financial assistance to students of tile District. 

• Agency Funds account for resources held for others in a custodial capacity. 
The following fund is in use: 

Student.Body Funds are used to account for the activities of student groups. 

G. _Budgets and Budgetary Accounting 

Annual budgets are .adopted on a basis consistent with accounting principles 
generally accepted in the United States of America for all governmental funds. 
By state law, the District's governing board must adopt a final bud~ no later 
than July I. A public hearing must be conducted to receive comments prior to 
adoption. The District's governing J,oard satisfied these requirements. 
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These budgets are revised by the Di~trict's governing board and district 
superintendent during the year to give consideration to unanticipated income and 
expenditures. The original and final revised b1.1dgets are presented for t!ie 
General Fund in the fmancial statements. 

Formal budgetary integration was used as a management control device during 
the year for all budgeted funds. The District employs budget control by minor 
object and by individual appropriation accounts. Expenditures cannot legally 
exceed appropriations by major object code . 

H. Encumbrances 

Encumbrance accounting is used in all budgeted funds to reserve portiQns of 
applicable. appropriations for which commitments have ~en made. 
Encumbrances are recorded. for purchase orders, contracts, and other 
commitments when they are written. Encumbrances are. liquidated when the 
commitments are paid. All encumbrances are liquidated as of June 30. 

L Assets, Liablllties. and Egujty 

· 1. Deposits and Investments 

Cash balances held in banks and in revolving funds are insured to $100,000 
by the Federal Pcpository Insurance Corporation. All cash held by the 
·financial institutions is fully insured or collateralized, except tho.se which 
exceeds the maximum insured levels of the FDIC. 

In accordance with Education Code Section 4100 I, the District maintains 
substantially all its cash in the San Mateo County Treasury. The county 
pools these funds with those of other Districts in the county and. invests the 
cash. These pooled funds are carried at cost, which approximates market 
value. Interest eamc,d is deposited quarterly into participating funds. Any 
investment losses are proportionately shared by all ~nds in the ·pool. 

The county. is authorized to deposit cash and invest ex!)CSS funds by 
California Government Code Section 53648 et seq. The funds. mllllltalned 
by the county are either secured by federal depository insurance or are 
collateralized. 

Inforn,ation regarding the amount of dollars invested in derivatives with San 
Mateo County Treasury was not available. 

2. Stores Inventories and Prepajd Expenditures 

Inventories are recorded using the plll'llhases method in that the cost is 
recorded as an expenditure at the time individual inventory items are 
purchased. Inventories are valued at average cost and consist of expendable 
supplies held for consumption. Reported inventories are equally offset by a 
fund balance reserve, which indicates th!¢ these amo.unts are not "availabl~ 
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The accounting and financial treatment applied to a fund is detennined by its 
measurement focus. All governmental funds are accounted for using a flow of 
current financial resources measurement focus. With this measurement focus, 
only current assets and cuqent liabilities are generally included on the balance 
sheet. The Statement of Revenues, Expenditure_s, and Changes in Fund Balances 
for these fimds present increases (i.e. revenues and other fmancing sources) and 
decreases (i.e. expenditures and other financing uses) in net current assets. 

Fiduciary funds are reported using the economic resources measurement focus. 

E. Basis of Accouutlng 

Basis of accounting refers to when revenues and expenditures are recognized in 
the accounts and reported in the financial statements: Government-wide financial 
statements are prepared using the accrual basis of accounting. Governmental 
funds use the modified accrual basis of accounting. Agency funds are accounted 
for on the modified accrual basis. 

Revenues - Exchange and Non-exchange Transactions: 

Revenue resulting from exchange transactions, in which each party gives and 
receives essentially equal value, is recorded under the accrual basis. when the 
exchange takes place. On a modified accru_al basis, revenue is recorded in the 
fiscal year in which the resources are measurable and become available. 
"Available" means the resources will be collected within the current fiscal_ year or 
are expected to be collected soon enough thereafter to be used to pay liabilities of 
the current fiscal year. For the District, "available" means collectible within the 
current period or within 60 days after year-end. 

Non-exchange transactions, in which the District receives value without directly 
giving equal value in return, include property taxes, grants, and entitlements. 
Under the accrual basis, revenue from property taxes is recognized In the fiscal 
year for which the ~es are levied. Revenue from grants and entitlements is 
recognized in the fiscal year in which all eligibility requirements have been. 
satisfied, Eligibility requirements include timing requirements, which specify the 
year when the resources are to be used or the fiscal year when use is first 
pennitted; matching requirements, in which the District must provide local 
resources to be used for a specific purpose; and expenditure requirements, in 
which the resources are provided to the District on a reimbursement basis, Under 
the modified acc!'IIBI basis, revenue from non-exchange transactions must also be 
available before it can be recognized. 

Deferred revenue: 

Deferred revenue arises when assets .are received before revenue recognition 
criteria have been satisfied. Grants and entitlements received before eligibility 
requirements are met are recorded as deferred revenue. On governmental fund 
financial statements, receivables associated with non-exchange transactions that 
will not be collected within the availability period have also been recorded as 
deferred revenue. 
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Expenses/Expenditures: 

On the accrual basis of accounting, expenses are recognized at the time a liabHity 
is incurred. On the modified accrual basis of accounting, expenditures are 
generally recognized in the. accounting period in which the related fund liability 
is incurred, as under the accrual basis of accounting. However, under the 
modified accrual basis of accounting, debt service expenditures, as well as 
expenditures related to compensated absences and claims and judgments, are 
recorded only when payment Is due. Allocations of oost, such as depreciation 
and amortization, are not recognized in the governmental fi!nds. 

When both restricted and unrestricted resources are available for use, it is the 
District's policy to use restricted resources first, then lllll'l!lstricted resources as 
they are needed. 

F. Fond Accounting 

District accc;iunts are organized on the basis of funds, each of which is considered 
a separate accounting entity. The operations of each fund are accounted for with 
a separate set of self-balancing accounts comprised of assets, liabilities, fund 
equity ( or retained earnings), revenues _and expenditures or expenses as 
appropriate. Goverrunental resources allocated to individual funds are recorded 
for the purpose of carrying on specific activities in accordance with laws, 
regulations, or other appropriate requirements. The fund types and funds utilized 
by the J)istrict are. described below: ' 

Mllior Governmental Funds: 

The General Fund serves as the general operating fund. It is used to account for 
all financial resources of the District except those required to be accounted for in 
another fund. · 

The Building Fund is used to account for major governmental capital facilities 
and buildings from the sale of bond proceeds. 

Non-Major Governmental Funds: 

Special Revenue Funds are used to account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for specific purposes. The 
following specia! revenue funds are utilized by the District 

The Child Development Fund is used to account separately for federal, state, 
and local revenues to operate child development programs. 

• J'he Cafeteria.Fund is used to account separately for federal, state, and local 
resources to operate the District's cafeterias. 

• The Defeqed Maintenance Fund is used for the purpose of major repairs or 
replacement of District property. 
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SEQUOIA UNION mGH SCHOOL DISTRICT 
NOTES TO THE BASIC FINANCIAL STATEMJi;NTS 

FOR THE YEAR ENDED JUNE 30. 2003 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLIQES 

A. Accounting Policies 

Sequoia Union High SchooJ District (District) accounts for its financial 
transactions in accordance with the policies and procedures of the Department of 
Education's California Schoo.I Accounting Manual. The accounting policies of 
the District conform to acc.ounting principles generally accepted in the United 
States of America as prescribed by the Governmental Accounting Standards 
Board (GASB) and the American Institute of Certified Public Accountants. 

B, Reporting Entity 

The District's combined financial statements include the accounts of all its 
operations. The District evaluated whether any other entity should be included in 
these financial statements. The criteria for including org!lllizations as component 
units within the District's reporting entity, as set forth in. GASB Stateme!]t No. 14, 
"The Financial Reporting Entity," include whether: 

the organization is legally separate ( can sue and be sued in its nam.e) 
the District holds the corporate powers of the organization 
the District appoints a voting majority of the organization's board 
the District is able to impose its will on the organization 
the organization has the potential to impose a fmancial benefit/burden on 
the District 
there is fiscal dependency by the organization on the District 

Based on these criteria, the District has no component units. Additionally, the 
District is not a component unit of any other reporting entity as defined by the 
GAS):l Statement. 

C. Implementation of New Accounting Pronouncements 

For the year ended June 30, 2003, the Disµict -was required to adopt GASE! 
Statement No. 34 (GASB 34), Basic Ffr!ancial Stat.ements • and Management's 
Discussion and Analysis • for Stale and Local Governments. .GASB Statement 
No. 37 (GASB 37), Basic Financial Statements and Management's Discussion 
and Analysis for State and Local Governments; Omnibus, GASB Statement No. 
38 (GASB 38), Certain Financial Statement Note Disclosures, and GASB 
Statement No. 39 (GASB 39), Determining Whether Certain Organizations are 
Component Units, GASB 34 significantly changes the way state and local 
governments are required to report financial information using both fund-based 
and government-wide financial statement prel>entations. Fund-based statements 
continue to use the modifie!l accrual basis of 11ccountjng, but the goveml!lent· 
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wide statement uses full accraal basis of accounting. In addition to the change in 
the financial statement presentation, GASB 34 requires the reporting of capital · 
assets and long-tenn obligations on the government-wide financial ~tements. 
The preparation of a Management Discussion and Analysis to clarify the 
DJstrict's financial activities is also required by GASB 34. Furthermore, the 
District's l)otes to the financial statements incorporate modifications as required 
under GASB 38. The effect of implementing GASB 34 resulted in .a conversion 
Qffilnd balance to net assets for an increase of$44,85l,904, for net 115set balance 
of$112,528,569 at June 30, 2002 on the government-wide financial statements. 

D. Basis of Presentation 

The govern.ment.,.wide financial statements (i.e. statement of net assets and 
the statement of changes In net assets) report information on all of the 
nonfiduciary .activities of the Di_sJrlct. 

The goverruncmt-wide statements are prepared using the economic resources 
measurement focus. This is the same approach used in the preparation of the 
fiduciary fund financial statements but differs from the manner in which 
governmental fund financial statements are prepared. Governmental fund 
financial statements, therefore, include a reconciliation with brief explanations to 
better identify the relationship between t;he government-wide statements and the 
statements for the governmental funds. 

The goven:iment-wide statement of activities presents a comparison between 
direct expenses and program revenues for each function or program of the 
District's governmental activities. Direct expenses are those. that are specifically 
associated with a service, program, or .depart:ment .and are therefore clearly 
identifiable to a particular function. The District does not allocate indirect 
expenses to functions in the statement of activities. Program revenues include 
charges paid by the recipients of goods or services offered by a program, .as weU 
as grants and contributions that are restricted to meeting the operational or capital 
requirements of a _particular program. Revenues which are not classified- as 
program revenues are presented as general revenues of the District, with certain 
exceptions. The comparison of direct expenses with program reven1,1es .id~tifies 
the extent to which each governmental function is self-financing or draws from 
.the general revenues of the District. 

Fund Financial Statements: 

Fund financial statements report detailed infonnation about the District. The 
focus of governmental fund financial statements is on major funds rather than 
reporting funds by type. E!tch major governmental fund. is presented in a separate 
column, and all non-major funds are aggregated into one column. Fiduciary 
funds are ~ported by fund type. · 
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Ass CU! 
Cash and Jnvestmcnts 

Tota! Assets 

Liabilities 
Due to students groups 

Total Liabilities 

Net Assets 
Undesignated fund balance 

Total Net Assets 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
STATEMENT OF FIDUCIARY NET ASSETS 

FIDUCIARY FONDS 
YEAR ENDED JUNE 30 2003 

expendable 
Trust 

Scholarship 
Funds 

183J22 $ 

183,322 

183,322 

$ 183,322 

19 

Agency 
Funds 

701,266 $ 

701,266 

701,266 

701,266 

Total 

884,588 

884,588 

701,266 

701,266 

183,322 

183,322 

Additions 
Other Local 

Deductions 

. SEQUOIA. UNION HIGH SCHOOL DISTRICT 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 

FIDUCIARY FUNDS 
VEAR ENDED JUNE 30 1003 

s 

Financial assistance ta stud"!lts 

Change in net assets 

Net_ Assets • JuJy !, 2002 

Net Assets· June 30, 2003 
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Ex~dablc 
Trust 

Scholmhip 
Fund 

49,643 

33,915 

lS,728 

167,594 

183,322 

-



SEQUOIA ONION WGH SCHOOL DISTRICT SEQUOIA UNION mGH SCHOOLl>ISllUCf· 
STATEMENT OF RE:\'!;NUES, EXPENDITURES, AND ~GES IN FUND .BALANCES RECONCILIATION OF THE GOVERNMENTAL FtlNJlS STATEMENT OF 

REVENUlj:S,_EXPENl>lTVRES, AND CHANGES IN li1JND BALANCES OF GOVERNMENTAL FUNDS GOVERNMENTAL FUNDS TO THE STATEMEJ\11' OF ACTlVITIES . 
YEAR ENDED JUNE 30 2003 UAR fiNmm ,nJNE30 2003 

Other Total 
GovCtl)lllcntal Governmental 

General Buildin11 Funds Funds 
'follll llOI CND&e in fllltd balancts- aovernnicnlal-funds. 34,697,272 

Revenues 
Revenue limit sources 

Cnpilll ouUays ~ ICpO!ICd in ''"'""'11)-1 ftmds ... expendi1Uros. However, in lhc statement 
Slate apportionments $ 1,698,206 $ s 2,307,2~9 $ 4,005,495 ohctivitl .. , tho c:o,t ofthoso mots Ill allocated o,crlhcir .. tlmated use fill lives"' 
Local sources 54,443,951 54,443,951 doprO<i!lkm expense. This is tho ltllDIUll by which additians to copjlll ouUay (S 34,076,244) 

Fedctal 2,6'5,208 446,596 3,101,804 exeeods dep<eciation expense($ 3,531,914) in the period. 30,544,330 
Otlu;r state. 7,773,016 4,342,844 12,115,860 
Other local 6,036,897 2,090,355 8,526,673 16.653,925 Th• ao•emnien!Dl filnds rql01t bond proa,,ols as mother jlJ)JIJ!Clllll sou=. while tepayment of.bond 

Total revenues 72,607,278 2,090,355 15,623,402 90,321,035 
principal is roponed as an exj)<ltditure. Al!o, goV0111111enll1 fonds report the effect issuance costs 
llld pmniums when debt is fimt issued, wheras. !heso amounts ue dcmm! Qnd amortliod in the 
statement of l!Clivitics. ln1crcs! .. 'recopiizcd .... expendlt,,ro in tho aomnm .. b!t ftmds when 

Expenditures it i5 due. The net •!feet of!hcse diife=es in the tratmcnt of genml obllgition bond, and related 
lnstrue\lon 36,992,860 1,374,718 38,367,$78 itc:ms is I:' follows~ 

Insttuction-Related Services 9,014,359 935,830 9,950,189 
Pupil Services 8,370,956 2,416,081 10,787,037 Gene,a\ Obliption!londs, Series 2003 (SB,000,0QO) 
Communi1¥ Services 76,506 76,506 Bonds Promium (386,746). 
General Administ,;ation. 6,049,672 131,563 6,181,235 Bonds i.,,iwiceCn!l ;10,000 
Plant Soriiccs 7,729,352 22,426,400 11,839,969 41,995,721 Amortization of premium - l<Jll8 bonds 1,032 
Ancillary Serv!.ces 687,596 687,5!16 

Amortization ofbood ls$uanco co.,1, 1998 ~onds (l,014) 
Amorlizllion ofnctpromlum-2002 bonds 2,000 OthorOutgo 1,270,620 1,270,620 Amonization ofbood issuance Ootl - 2002 bonds (5221) (58,179,949) 

Transfers Between Agencies 
Debt Service • Principal 860,000 860,000 The go,emmen!I!\ funds report debtpn,coeds e an other financina ••urce. "11ile ropayment of debt 
Debt Service • Interest 296,850 3,263,756 3,560,606 principal is ropomd as au expendiluroo. 

All other outgo 208,875 208,875 Payment of bonds J)OY&ble, series 91 345,000 

Total expenditures 70.697,646 22,426,400 20,S21.917 113,945,963 
Payment of bonds payeb!c. series 9B 295,000 
Poyment ofbonds pt1,l'lbl.;seric> !l!I 220000 860,000 

Excess (dcficloncy) of revenues In tho mu,ment of 141ivities, oom_.i absences ore mwured by th1' lllllOlllllS earned during the 
over (under) expenditures 1,909,632 (20,336.045) (51198,SIS) (23,624,928) you. In go,ernmmllll llmds, howover, oxpendituros fOr these items ore memured by the amount 

of financial resources UKd (csscnti,alty tb• 11111!unlS paid). Thi., year Vllt&tion oamed excocded th• 

other financing sources (uses): amoun1S used by$ 81,<JllS (81,995) 

Operating transfers in 1,621,014 1,621,014 Intm.st oo long·tmn debt in tile sll)~t of acti,m .. dlf!'m tiom Ille amount reponed in the governmental lbnd1 
Proceeds from sale of bonds 58,322,200 58,322,200 bccause inimn is recognized as nn expendillUoi ia tho ftlnds when it l.!cluc. ond thus requira the use of 
Operating lrallSfcrs out (l,362,330) (98,684) (160,000) (1,621,014) cummt fmanclll wources. In th•l1atomont ofactlvlttes, howover, Interest oxpemo is l'C<Ojlllzed as the 

inte!W acorues, ~gordlcs, ofwhon it is duo. (1786S04l 
Total other financing sources (l,36i330) 58,223,516 1,461,014 58,322,200 

Excess of revenues and other financing Toll! ahonge in net W0!5 - aovcmmentll octivi~es 6.0531154 
sources over (under) expenditures and 
other fmancing sources (uses) 547,302 37,887,471 (3,737,501) 34,697,272 

fund balances, July I, 2002 5,683,699 .44, 720,005 17,272,961 67,676,665 

Fund balances. June 30, 2003 $ 6,231,001 $ 82,607,476 $ 13,535,460 $ IOH_73,937 

The accompanying notes arc an integral part of these financial statetnents 
Th•.iccompanylnJ note.1 arc an i_n)Ogn!l pert ofthC10.floQDcjol s11temon14 
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SEQUOIA UNION WGH SCHOOL DISTRICT 
BALANCE SHEET 

GOVERNMENTAL FUNDS 
JUNE30 2003 

Other 
Governmental 

General Buildw5 

ASSETS: 
Cash in County T=sury (Note 2) 18,757,310 $ 84,783,983 
Cash On Hand And In Banks 14,864 
Cash in Revolving Fund (Note 2) 7,500 
Accowus Receivable (Note 4) 2,353,746 721,)84 
Due ftom Grantor Governments (Note 4) 2,198,848 
Due from other funds (Note 5) 628,426 708,796 
Stores lnveruories (Note 112) 399,646 
Other Current Assets 2,122 

Total Assets $ 24J62,462 86,213,963 

L1ABILl11ES: 
Accounts Payable 5,233,798 ·3,210,444 $ 
Due to G!'lllltor Governments 1,261,563 
Due to other funds {Note 5) 164,614 386,043 
Tax revenue anticipation note (Note 12) 9,895,000 
Dcfwed Revenues (Note I 14) 1,576,486 

Total Liabilities 18,131.461 3,606,487 

Fund Balances 
Reserved Fund Bolances 

Reserved For Revolving Fund 7,500 
Reserved For Stores Inventories 399,646 
Reserved for Prepaid Items 2,122 
Reserved For Legally Restricted Balmt1,e 635,130 

Designated Fund Balances 
Dcsignlllcd For Economic Uncertainties 2,991,067 
Other Designetcd Fund Balances 2,195,536 

Unroserved, Undeslgnated Fund Balances 82,607,476 

Total Fund Balances 6~31,001 82,607,476 

Total Liabilities end Fwd Balances $ 24,362,462 $ 8~13,963 $ 

The accomponying notes are t1n integral part of these financial statemcnis 

15 

Funds 

15,205,284 
198 

5,050 
293,661 
367,567 
264,511 
23,321 

16,159,592 

1,492,814 
43 

1,051,076 

80,199 

2,624,132 

5,050 
23,322 

ll,676' 
13,495,4)2 

13,535,460 

16,IS9,S92 

To!al 
Governmental 

Funds 

$ 118,746,577 
15,062 
12,550 

3,368,591 
2,566,415 
1,601,733 

422,967 
2,122 

126!7361017 

9,947,056 
1,261,606 
1,601,733 
9,895,900 
116561685 

24J62,080 

12,550 
422,968 

2,122 
635,130 

2,991,067 
2,207,212 

96,102,888 

1~373,937 

$ 126!7361017 

SEQUOIA UNION IDGB SCHOOL DISTRICT 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BAL,'\NCE SHEET TO TIIE 

STATEMENT OF NET ASSETS 
JUNE30 2003 

Total flmd bolances • governmental funds 

Amounts reported for governmental activities are not ebort·tcnn fmt1ncial resou= mid. therefore arc not 
reported as assets in govemmenta!funds. The hi5torical acquisition cost of the assets is $194,528,787 
Md the accumulated depreciation is $43,253,418 

To recognize nccrued interest at year end 

Bond issuance cost are reported as prcpaicl expenditures in govcmment wide statement of net aesets while 
those expenditures are recognized as CUtrelll year's expend it= in the YClll' of i'!SUMce ln the 
governmental funds. These bond issuance costs are "'1ortized over the life of the bonds. 

Long-term liabilities are not duo and payable 1n lhe current period and thercfon: are not reported 
l!S liabilities in the. funds. Long-term liabilities including_ the premiwn at yeor-cnd consist of: 

General obligation b911ds payable 
Compensated absences 

Total net wcls - governmcnllll activities 
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130,666,499 
736,865 

$ 102,373,937 

151,:1.75,369 

(4,043, 712) 

379,493 

(13 J,403J64} 

S 118.581.723 



SEQUOIA UNION IUGH SCHOOL DISTRICT 
STATEMENT OF NET ASSETS . 

ASSETS: 
Clish. in Coooty TreQsu,y {Note 2) 
Accounts Receivable {Note 4) 
Due from Grantor Governments {Note 4) 
Stores Inventories {Note 112) 
Other Current Assets 
Bond Issuance Costs {Note I 16) 
CapilJII Assets: 

Land (Note 6) 
Other Improvements, net (Note 6) 
Building and Building Improvements, net (Note 6) 
lnfta.structurcs, net (Note 6) 
Equipment, net {Note 6) 
Construction in Progress (Note 6) 

Total Assets 

LIA:aILmES; 
Accounts Payable 
Due to Grantor Governments 
Interest Payable 
Deferred Revenues (Note l 14) 
Tax revenue anticipation note (Note 12) 
Long·tcnn Liabilities: 

Due within one yeer 
General obligation bonds payable (Note 1 & 8) 
Compensl!led absences payable (Note 8) 

Due in more than one year 
General obligation.bonds payable (Note 7 & 8) 

Total Liabilities 

NETASSBTS 
Invested in capital Assets, Net of Related Debt 
Restricted for: 

Capital Projects 
Debt Services 
School Programs 
Other Purposes 

Unrestricted 

Total Net Assets 

JUNE 30. 2003 

~ 

s 

The accompanying notes are an integral part of these financial statements 
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(1overnmental 
Activities 

118, 774, 189 
3,3ti8,591 
2,566,415 

422,967 
2,122 

379,493 

2,7I0,636 
11,712,229 

101,463,754 
734,292 
958,889 

33,695,569 

276,789,146 

9,947,056 
1,261,606 
4,043,712 
1,656,685 
Q,895,000 

1,154,157 
736,865 

129,512,342 

158,207,423. 

20,608,870 

82,607,476 
4,0~9,037 
4,342,765 
4,788,039 
2,195,536 

118,581,723 

Oovemmen1"l Activities: 

Jnsuuction 
lnst1Uetion·llelatod Services 
PupilSorvioes 
Community Services 
Gen...i Admini&tmion 
Plant Services. 
AncillalyServices 
OtherO•llll 
lnto,est on lon&·tmn debt 
Dtprec:ia!lon • Unallocated 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
STATEMENrOI' AcnvrnES. 
.VEAR ENDED .PJNE 30. 20l]] 

PtoE!!!} k\,'enue., 

Opo"1uJi 
Char&csl'OI' Granisllld 

Expenses ~ Conlribntians 

38,449,573 112,770 7,099,072 
9,950,189 52,866 3,017,817 

ID,787,037 3,252,441 2,054,841 
76,506 

6,144,403 445,054 
7,9S6,309 181,736 514,720 

687,596 5,142 2,556 
1,479,495 191,960 621,160 
S,320,128 
3.531 914 

Copitol 
Gnmt!mul 

Contribution, 

4,274,Q43 

TOii! gov,;mmen~ activities 84 383 ISO S 3 796 915 S 13 ?SS.220 S 4.274 043 

Genml Rovonuce: 
Taxc,; tnd subven~ons: 

T.xcs lovled for &en...i purpo,es 
TllCCS levied for debt,...,,.., 
Tlxcs lovlod forothorspeoific purpa,es 

Fedeml and stal4 aid not ,..ltic:red to sp,cific purposes 
lntmcst ll1d lnvest,nent camlll&' 
n.mrm from other AgenciOJ 
Ml,cellaneo .. 

Total General Revenues 
Chsnp in ... ..,.,., 

Ne!Assotl·B•IPDllini 

NetA!set!·Endin11 

14 

(:ui,963,6ij8) 
(6,879,SOII) 
{5,479,7'5) 

{76,506) 
(S,69l),349), 
(7,259,853) 

(679,898) 
(666,375) 

(5,320,128) 
{3,531,914) 

(62,556,972) 

54,443,950 
S,082,057 

905,157 
3,337,653 
1,469,320 

415,250 
2..956 739. 

68 610 126 

6,oS3:1s4 

112 528.5§9 

!11.581.723 



In light of the extremely critical condition of the State of California• s fmanc.es. the $6,231,002 
total general fund balance (8.6% of a $_72.0S million dollar budget) should be construed as a 
reasonable level of assurance that essential programs and services will be continued into and 
throughout the 2004 fiscal year. It must be noted and cannot be overstated that the March 2, 
2004 bond measure controls the immediate fate ofK-14 education in California. Therefore, no 
statements regarding events or conditions beyoi:id March zru1 will be made. 

Capital Asset and Debt Administration 

Capital Assets at Year End net ofDepreciati1m 

At June 30, 2003, the District had $151,275,369 in a broad range of capital assets, including 
land, buildings and furniture and equipment The District uses $5,000 as its capitalization 
threshold. · 

The amount shown for construction in progress represents.expenditures for projects currently in 
the construction phase. Depreciation will not be taken on the assets until the project is 
completed. 

Table 7: Capital Assets 

Land 
Other Improvements 
Buildings and Building Improvements 
Infrastructures 
Equipment 
Construction in Progress 

Total Capital Assets 

Table 8: General Obligation Bonds 

General Obligation Bonds 
Compensated Absences 

Total 

$ 2,710,636 

$ 

Zllm. 
$ 73,142,785 $ 

654,870 

$ 73,797,655 $ 

11,712,229 
101,463,754 

734,292 
958,889 

33,695,569 

151,275,369 

2002 

130,666,499 
736,865 

131,403,364 

Outstanding debt increased by a net amount of $57,605,709 during the fiscal year. This increase 
primarily results from issuance of $50 million in General Obligations Bonds approved by the 
D~strict voters. The funds received from the Bond are being used for the constniction of 
buildings and renovation of existing facilities. 

II 

Economic Factors and Next Year's Budget rates 

The State of California is faced with major budget shortfalls for the 2004 fiscal year. Sequoia 
Union HSD is a "Basic Aid" district which has insulated us from almost all of budget 
uncertainties facing revenue limit districts. Nonetheless, the District has absorbed the following 
cuts in aid from the state: $870,000 less in "basic aid", $598,000 in pay backs to the state for 
revenue limit reduction, termed "equal pain", and other, specific categorical cuts that reduced the 
programs. 

The district had to reduce programs by $2.2 mill.ion to balance the budget and have a 3% reserve 
for economic uncertainties, wh_ile creating a new reserve of $870,000 for property tax refunds 
and additional reserves for new expenses such as: charter school payments ($1,307,536 ) and 
"equal pain" payments ($598,000). 

Factors impacting the 2003-04 district budget include the following: 

• Estimated student enrollment of 8,088. There is no growth. 
•. Reserve for charter !,Choo! obligations of $1,307,536. · 
• Elimination of Class Size Reduction at the 9lh grade for Mathemat_ics and English 
• A .zero percent acljus.tment for salary and necessary benefit adjustment for certjficated or 

classified staff. 
• Utilities have been increased by 5 % due to inflation. 
• Worker's compensation rates )lave been increased by 3 S +% over the previous year for a 

total costofSl,285,679. 
• Health and Welfare benefits are expected to increase 15% to more than $5,000,000. 

Contacting the District Financial Management 

This fmancial report is designed to provide our parents~ citizens, taxpayers, investors. ~d 
creditors with a general overview of the district's fmances and to show the district's 
accountability for the money it receives. If you have any questions regarding this report or need 
additional financial information, contact Mr. Edward La Vigne, Assistant Superintendent 
Administrative Services for the Sequoia Union High School District, 480 James Avenue, 
Redwood City, CA 94062. 



FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS 

Table 6: District's Fund Balances 

Fund 
Fund Balance Balance June lnc!'e!!Se/ 
J:imeJQ 200, 30 2003 ~ 

General $ 5,683,699 $ 6,231,001 $ 547,3~ 
Building 44,720,005 82,607,476 37,887,471 
Cafeteria 76,825 26,306 (50,519) 
Deferred Maintenance 204,364 18,637 (185,727) 
Adult Education 296,495 261,941 (34,554) 
Bond Interest & Redemption 2,516,990 4,039,037 1,522,047 
State School Bldg. Lease-
Purc~se 106,437 164,939 58,502 
Child Development Fund 416 416 
Capital Facilities 1,043,546 1,761,287 717,741 
County School Facility 4,083,588 4,185,433 101,845 
Capital Outlay Projects 8,944,300 3,077,464 (5,866,836) 

Total $ 67,676,665 $ 102,373,937 $ 34,697,272 

As the District completed this year, our governmental Funds reported a combined fund balance 
of $102,373,937, which is $34,697,272 increase from last year. The change in the fund balance 
for the building fund is primarily due to funds left over from the issuance of $50 million in 
general-obligation bonds, The additio11al funds remain in the building fund invested account and 
are reserved for future funding of tho projects. Of the District's eleven governmenta,I funds, six 
had revenues that exceeded expenditures in 2003 which contributed to the overall increase in 
combined fund balance. The funds showing deficit .had adequate reserves to cover their 
shortfalls. 

General Fund Budgetary Highlights 

The Distric:t's 2002/2003 General Fund operating budget was adopted by the Governing Board in 
June of 2002. As adopted, projected expenditures and other fi!lancing uses totaled $73,511,163. 
Budgeted revenues totaled $73,645,829, with expQnditures projecte,1 to exceed revenues by 
approximately $134,666. 

There were several fonnal revisions made to the budget during the year. These revisions fell into 
three main categories: . · 

I . Increases and decreases to both e.!,tlmatcd income and appropriations due to the receipt of 
new grant awards or donations as well as adjustments in both State and Federal Program 
funding levels and deferred income at the State level. 
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2. The budgeting -0f carryover balances from prior years. It is d.istrict policy to not budget 
expenditure totals carried over from a prior year until after the unaudited actual balances for 
that year have been calcul~. This prac~icc is in place bl!causc pro rata adjustments are 
fl'eqµcntly made well into the next fiscal year. 

3. Increases in appropriations to prevent budget overages. 

During the year, Revenue Limit income budgets were increased by approximately $198,294. 
while the total budgeted revenues decreased by $286,398. Budgeted expenditures increased by 
Sl,105,889. As revised, the final General Fund budget totaled $74,6.17,052, with expenditures 
projected to exceed.revenues by $1,257,621. District reserves were more than adequate to cover 
this projected shortfall. 

While the final budget projected a deficit.. the actual results for the year reflected a surplus of 
approximately $547,302, with a resulting ending fund balance of over S6,231,00l. Comparing 
the actual results to the final budget discloses the following regarding this turnaround: 

• Revenue Limit Income, composed of state aid Md local property taxes, totaled $33, 799 less 
than budget 

• Federal revenue was $195,477 less than budgeted. Unexpended federal revenue at year-end 
was deferred and rebudgeted in the following year to allow for the balancing of program 
revenue with the related expeqditures. 

• State revenue was $900,112 less than budgeted. Special Edu.cation revenues of$388,840 arc 
shown in the property tax transfers under Reserve Umit income, but significantly were 
bwigeted under State revenues. In addition. unexpended State revenue at year-end was 
defcrTed and rebudgeted in the following year to allow for the balancing of program revenue 
with the related expenditures. 

• Other local rcvcnuQ was $380,411 more than budgeted, due to local donations the Board hiu,. 
formally received. Unexpended funds from local donations wci:e carried over to the next 
fiscal year as deferred revenues. 

• Certificated salaries were $332,375 less than budgeted. Unexpended, balances have been 
carried forward to the next fiscal year in the unrestricted, general fund balance, 

The following categories of expenses were greatly impacted when management implemented a 
spending freeze in !anu111Y of 2003. The freeze was implemented because the State began to 
address the ongoing fiscal crisis and announced plans. to attach local property tax dollars. of 
"basic aid" Districts in an unprecedented move. Without the fiscal prudence of the spending 
freeze, the general fund balance would be almost $2,000,000 less than current totals. All 
remaining balances ~ these categories are _absorbed into the General Fund balance, restricted or 
unrestricted depending on origin. 

• The books and supplies expenditure category was $340,940 less than budgeted. 
• The services and other operating expenditures category was $1,189,897 lcss than budgeted. 
• Capital outlay expenditures were $500,528 less than budgeted. 
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Taxes levied for other specific purposes 
Federal & State not restricted to specific purposes 
Interest and Investment earnings 
Other general revenue 

Total Revenues 

Expenses 
Instruction 
Instruction - Related services 
Pupil services 
Community Services 
General Administration 
Plant Services 
Other 

Total expenses 

Increase in Net Assets: 

Net Assets beginning of the year 

Net Assets End of the year 

Government Activities 

905,157 
3,337,653 
1,469,320 
3,371,989 

90,436,304 

38,449,573 
9,950,189 

10,787,037 
76,506 

6,144,403 
7,956,309 

llz019,133 

84,383,150 

6,053,154 

112,528,569 

$. 118,581,723 

For 2003 fiscal year, the. total District revenues were $90,436,304. The total District expenses 
were $84,383,150. The difference of $6,053,154 is the increase in net assets bringing the total 
net assets at June 30, 2003 to $ll8,581,723. 

The main source of revenue for the District is the property taxes and Federal and State 
Categorical grants. 

The cost of all governmental activities this year was $84,383,150. However, the amount that our 
taxpayers ultimately financed for these activities through local taxes was only $60,431,164. The 
balance was financed by other government agencies and organizations that subsidized certain 
programs with grants and contributioiµ; ($18,029,263). Those who benefited from the program 
($3, 796,915) and other state funds and with all other revenue such 115 interest and local grants. 

In future years, the changes in net assets table will compare the District's revenues and expenses 
for the audit year with the most recent prior year and an analysis qf the difference between the 
years will be made. 

Table 3: Summary of Revenues for Governmental Function 

Program revenues.: 
Charges for services 
Federal & State Categorical Grants 
General revenues 
Federal. & State formula aid 
Other 

Total Revenues 

7 

$ 3,796,915 
18,029,263 
60,431,164 

3,337,653 
4,841,309 

$ ___ 9o ..... 4 ... 3_.6,3._o_4_ 

T11ble 4: ~ummary of Expenses 

Instruction $ 38,449,573 
Instruction • Related services 9,950,189 
Pupil services 10,787,037 
Community Services 76,506 
General Administration 6,144,403 
Plant Services 7,956,309 
Other 11,019,133 

Total expenses s 84,383,150 

Table 5: Governmental Activities 

Total Cost Net Cc>st 
of Services QfSm:i::i~s 

Instruction $ 38,449,573 $ (26,963,688) 
Instru~ticm-Re!ated Services 9,950,189 (6,879,506) 
Pupil Services 10,787,037 (5,479,755) 
Community Services 76,506 (76,506) 
General Administration 6,144,403 (5,699,349) 
Plant Services 7,956,309 (7,259,853) 
Ancillary Services 687,596 (679,898) 
Other Outgo 1,479.,495 (666,375) 
Interest on long-term debt 5,320,128 (5,320,)28) 
Depreciation· Unallocated 3,531,914 (3,531,9142 

Total government activities $ 84,383,150 $ !621556,972} 

This table displays, by function, the total and net costs of services pro:vided for the 2003 fiscal 
year, The net cost of services represents the total cost less operating grants and contributiqns and 
for revenue received where a charge is made for services provided. 

In future years, this table will compare the total and net cost of services for the audit year with 
the most recent prior year and an analysis of the difference between the years will be made. 
With this being the first year of reporting, the district's fmancial results in this format an analysis 
of the district's cost of services for 2002 fiscal year has not been made making a comparison 
between the two years not possible. 
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\ In the government-wide fi_nancial statements, the Di$:ict's activities are reported as ~emme~ 
activities, Most. of the District's services are included here such as regular an~ spe?1al education, 
transportation and administration. Funding received from the state of California tlu-ough the 
revenue limit, along with categorical and special funding received. from the federal and state 
government fund most of these activities. 

REPORTING THE DISTRICTS MOST SIGNIFICANT FUNDS 

Fund financial statement 

The fund financial statements provide more detailed infonnation about the District's most 
significant funds - not the District as a whole. Funds are accounting devices the District uses tc 
keep trac~ of specific sources of funding and spending bn particular programs: 

• Some funds are required by sta~ law and bond covenants. 

• The District establishes other funds tc control and manage money for particular purposes or 
tc show that certain revenues have been properly used. 

Governmental funds - Most of the District's basic services are reported in governmental fill)ds 
which generally focus on how money flows intc and out of those fun~s and the bal~ces left at 
year end that are available for spending. These funds are reported usmg an a~unting method 
called modified accrual accounting, which measures cash, and all other financial assets that can 
readily be converted to cash. The governmental fund statements prov!de a d:™I~ short-~rm 
view of the District's general government operations and the basic services 1t prov1d~s. 
Governmental fund information helps determine whether there are more or fewer financial 
resour~es .that can be spent in the near future to finance the District's programs. Because t:iis 
information does not encompass the additional long-tenn focus of the government-wide 
statC!llents, we provide additional information at the bottom of the governmental fund statement 
that explains the relationship (or differences) between them. 

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 

Net Assets 

Current am/ other assets: 

Cash 
R~eivables 
Inventories 
Bond Issuance Costs 
Other c~ent assets 

Subtotal of other assets 

Capital assets 

Total assets 

$ 

s 

l 18;774,189 
5,935,006 

422,967 
379,493 

2,122 

1251513,777 

151,275,369 

276,789,146 

Long-term debt outstanding 
Other liabilities 

Total liabilities 

Net Assets: 
Invested in capi_tal assetl!, net of related debt 
Restricted 
Unrestricted 

Total Net Assets 

131,403,364 
26,804,059 

158,207,423 

20,608,870 
95,777,317 

2,195,536 

s _,_;,1_18.,s .... s1_, 12 ___ 3 

The District's net assets were $118,581,723 for the fiscal year ended June 30,. 2003. Of this 
amount, $2,195,536 was unrestricted. Restricted net assets !ll'e reported separately to show legal 
constraints from debt co','enants and enabling legislation that limit the school board's ability to 
use those net ,ssets for day to day operations. Our analysis below focuses on the. net assets 
(Table I) and changes in net assets (Table 2) of the District's governmental activities. 

The outstanding long-term debt of $130,666,499 ls. due to voter approved bond issues in the 
amount of$18 million in 1997, $15 million in 1998, $12 million in 1999, $30 million in 2002 
and. $58 million ir12003. 

The bond loan is paid by property taxes. The District's net assets were $118,581,723 for the 
fiscal year ended. June 30, 2003. 

In future years, this table will compare the District's net assets for the audit year with the most 
recent prior year and an analysis of the difference between the years will be made. With this 
being the first year of repo~ing the District's financial results in this. format, a computation of the 
Districts' total net assets for 2002 fiscal year has not been made, making a comparison between 
the. two years not possible. 

Changes in Net Assets 

A summary of total district revenues, expenses and changes in net as.sets is presented in the. table 
below, 

Program revenues: 
Charges for services 
Federal & State.Categorical Grants 

General revenues 
Taxes levied for General purposes 
Taxes levied for Debt Service 

6 

3,796,91S 
18,029,263 

54,443,950 
5,082,054 



SEQUOIA UNION IDGH SCHOOL DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE YEAR ENDED JUNE 30. 2003 

This section of the Sequoia Union High School District's 2002/03 annual financial report 
presents our discussion and analysis of the District's financial perfonnance during the fiscal year 
ended June 30, 2003. 

This management discussion and analysis should be read in conjunction with the Di$ict's 
financial statements, including notes and supplementary information that Immediately follow this 
section. This is the first year that Sequoia Union High School District is presenting financial 
statements in accordance with the Governmental Accounting Stand.ards Board (GASB) No. 34. 
Therefore, certain data is not available for the fiscal year ended June 30, 2002 for comparative 
analysis. Comparative analysis will be presented in future years. 

FINANCIAL IDGHLIGHTS 

• Total government wide revenues for 2003 fiscal year was $90,436,304. 

• Expenditures totaled $84,383,150, 

• Net assets increased by $6,053,154. 

• The District issued $58 million in new general obligation bonds this year. 

OVERVIEW OF Ji'INANCIAL STATEMENTS 

This annual report consists of three parts: management's discussion and analys.is (this section), 
the basic financial statements and required supplementary information. The basic financial 
statements include two kinds of statements that present different views of the District. 

The first two statements are government wide financial statements that provide both short-term 
and long-term information about the District's overall financial status. 

The remaining statements are fund financial statements that focus on individual parts of the 
District, reporting the District's operation in more detail than the government wide statements. 

The fund financial statements can be further broken down into two types; 

• Governmental fund statements which tell how basic services such as regular and special 
education were financed in the short term, as well as what remains for future spending. 

• Fiduciary fund statements, providing information. about the financial relationship in which 
the District acts solely as trustee or agent for the benefit of others tc whom the resources 
belong. 
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) The Statement of Net Assets and the Statement of Activities 

The Statement of Net Assets and 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 acco~nting 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 assets and changes in them. Net assets are the 
difference between asset and li!lbilities, which is one way to measure the District's fmancial 
health, or financial position. Over time, increases or decreases in the District's net assets are one 
indicator of whether its financial health is improving or deteriorating. To assess the overall 
health of the District, you need to consider additional non-financial factors inc.Juding the 
condition of the District's school buildings and other facilities. 

Managemen~ believes that tho GASB 34 rules of implementation seriously understate the true net 
worth of the District by at least $160,000,000 and possibly as much as $.800,000,000. The 
District owns six sites totaling more than 160 acres of real estate in the mid-San Francisco 
peninsula; some of the most valuable land in Ca!ifomia is valued at the acquisition cost. For 
instance, the 40 contiguous acres of Sequoia High School campus located on the Peninsula's 
main thoroughfare has a historical value of $71,000, the purchase cost. Menlo Atherton High 
School's 40 acres are located between Menlo Park and Atherton, identified by Time magazine 
only two years ago as the most expensive real estate in America. Similar real values exist for 
each of the remaining sites. How one can place value on parcels that are approximately 40 
contiguous acres is a very open question. The appraised value of the property within the 
District's boundaries exceeds 39 billion dollars with average annual increases of S.5% over the 
last dozen years. 

How can the GASB 34 rules propose to add clarity to the discussion of the net worth of the 
District when they are so obviously flawed? 

In addition to the incongruity presented by under valuing I.and is the vecy natl!re of the "school 
business". Schools are geographically bound to a f1Xed region and by definition are not mobile. 
Once a school building is built, it is used far beyond the "normal" 50 year life span in 
depreciation tables. One measure of confidence in the District's leadership is the public approval 
of two bond measures with pluralities greater than 68%. Sequoia Union High School District has 
been a leader in undertaking extensive modem~tion of our old facilities. The bond monies 
have been effectively utilized at all six sites to add roofing replacements, new rooms, modernized 
science rooms, network capability, new and remodeled restrooms, ADA compliance, fire and 
safety compliance, seismic upgrades, increased electric;il capacity and other infrastructure, as 
well as improvements to parking lots and access roads. The remaining projects fully expend the 
monies available and will meet most, but not all, needs for the short-term. If substantial student 
growth occurs and current educational delivery models are employed, then possible additional 
facilities will need to be constructed. While there is always room for improvement and needs of 
students change, the District's facilities are in excellent shape AND getting better. 
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INDEPENDENT AUDITOR'S REPORT 

Board of Trustees 
Sequoia Union High School District 
Redwood City, California 

We have audited the accompanying financial statements of the governmental activities, each 
major fund and the aggregate remaining fund infonnation of Sequoia Union High School District 
(the District), as of and for ·the year ended June 30, 2003, which collectively comprise the 
District's basic financial statements as listed in the table of contents. These fmancial statements 
are the responsibility of the District's management 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 Go.vernm.ent 
A.uditing Standards, issued by the Comptroller General of the United S.tates of America. Those 
standards require that we plan and perform the audit to obtain ~onable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test ba)lis, evidence supporting the amounts and disclosures in the fmancial statements, An 
auclit also includes as.sessing the accounting principles used and significant estimates made by 
management, as well as e\laluating the overall financial statement presentation. We believe .that 
our audit provides a reasonable basis for our 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 District as of June 30, 2003, and the respective 
changes in financial position, thereof for the year then ended, in confo,rmity with accounting 
principles generally accepted in the United States of America. 

The: Management's Discussion and AI!alysis on pages 3 through 12 is not a required part of the 
basic fmancial statements, but is supplementary information required by the Governmental 
Accounting Standards Board. We )!ave applied certain limited procedures, consisting principally 
of inqubies of management re:garding the methods of measurement and presentation of the 
required supplementary infonnation. However, we did not audit the infonnation and express no 
opinion on it. 

In accqrdance with Government Auditing Srani:lards, we have also issued our report dated 
January IS, 2004 on our consideration of the District's internal control over fmancial reporting 
and our tests of its compliance with cei:tain provisions of laws, regulations, contracts, and grants. 
That report is an integral part of an audit performed in accordance with Govemment A.udih'ng 
Standards and should be read in conj unction with this report in considering the results of our 
audit. 

' \ 
As discussed in Note le, the District implemented a new financial reporting model, as required 
by the provisiolll! of GASB Statement No. 34, Basic Financial Statements • and Managl#ment's 
Discus.slon an.d Analysis for State and Local Govemments, as of June 30, 2003. 

Our audit WQl1 pe!fonned for the purpose offonning an opinion on the fmancial statements that 
collectively comprise the District's basic financial statements. The combining and indi\lidual 
fund financial statements and schedules listed in the table of contents are presented for purposes. 
of additional analysis and are not a required part of the Qasic financial statements of th!! District. 
The accompanying schedule of expenditures of fec!eral awards, which is requirecl by U,S. Office 
of Management end Budget Circular A-133, Audits of States, Local Governments, and Non
Proflt Organizations, is presented for purposes of additional analysis and is also not a required 
part of the basic financial statements of the District. Such information has been ~ubjected to the 
·auditing procedures applied in the audit Qf the basic fmancial statements and, in our opinion, is 
fairly stated, in all material respects, in relation to the basic financial statements taken as a 
whole. 

Oakland, California 
January 15, 2004 
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SEQUOIA UNION HIGH SCHOOL DISTRICT 

Excerpts from Audited Financial Statements 
June 30, 2003 
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District:Seqoia Union High School District 
lfax and Revenue Anticipation Notes 

EXHIBIT I 
.11\.CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash llB .. • ;JI :. -p .. " ;ID • • 1111 

Receipts 

Revenue Limit: Property Tax 0 0 0 5,067,957 2,571,201 23,280,955 3,029,325 464,702 2,813,103 16,743,037 4,233,740 1,933,742 ,,. 
Revenue Limit: State Aid 0 0 0 265,275 62,418 62,418 62,418 63,561 0 63,561 31,780 30,200 • Other Receipts 2,850,827 307,753 270,571 2,952,848 259,525 2,002,145 2,486,236 716,933 (1,505,095) 829,646 517,346 1,622,152 • Note Proceeds and Interest Earnings 11,895,000 0 0 0 0 0 0 0 0 0 0 0 ,111 
Total Receipts " II II !fB ~ ,. :JI • ;,! • jJI JI ffll 

Disbursements 

Salaries and Benefits 1,605,998 1,819,297 5,472,205 5,389,932 5,424,451 5,772,628 5,465,215 5,641,421 5,813,997 6,213,571 5,227,819 7,050,698 ftill 
Other Disbursements 5,023,070 2,116,423 179,668 2,616,243 527,664 371,966 602,645 1,026,379 1,157,351 779,469 167,728 (167,789) p 
Note Payment Pledge 0 0 0 0 0 0 4,758,000 0 0 4,758,000 2,498,941 0 • Total Disbursements lJl ~ ,. Ill ;II (jl • lfll jJI • ;II tJ.I IJ) 

Net Increase/Decrease • (;ti ('111 Ill (JJ • ~ (:II (:II ;!I (;JJ (JJI (J.l ;J 

Ending Cash .. • JI :. -• • • ;ID • Ill ;,i ;,i 

EXHIBIT II 
lR'ROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash :. ;,, " ~ ;om ~ ;81 .. • 1111 • • ;,i 

Receipts 

Revenue Limit: Property Tax 0 0 0 5,315,415 2,696,747 24,417,716 3,177,241 487,392 2,950,461 17,560,565 4,440,465 2,028,163 !!I 
Revenue Limit: State Aid 0 0 0 278,228 65,466 65,466 65,466 66,665 0 66,665 33,332 31,675 • Other Receipts 873,953 784,742 971,750 2,547,252 250,541 1,268,605 2,480,632 839,524 518,468 829,646 517,346 1,354,685 • Note Proceeds and Interest Earnings 13,181,090 0 0 0 0 0 0 0 0 0 0 207,827 • Total Receipts • JI ,.. • ;JI • $1 ,. ;JI • "' ~ Ill 

Disbursements 

Salaries and Benefits 1,654,100 1,876,184 5,643,112 5,548,281 5,583,486 5,953,424 5,628,912 5,808,839 5,999,803 6,425,501 5,380,803 7,293,397 II 
Other Disbursements 2,188,370 2,256,456 2,355,807 2,538,438 884,032 611,194 890,047 729,914 1,125,843 1,100,643 241,405 387,103 • Note Payment Pledge 0 0 0 0 0 0 5,200,000 0 0 5,200,000 2,988,917 0 • 
Total Disbursements ;JI !JI ;ii !fl 111 /II • Ill ~ • Ill JB • 

Net Increase/Decrease ,,. (;JI (~ ~ (~ • ($ <• (JJ ,. Gii (!lJ (Jl IJ 

Ending Cash • " JI JI ~ ~ .. • l!I • • /II /II 

~-----------------------·----



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally restricted 
in purpose, but may be accessed on a temporary basis by Board action. For a more detailed description of the 
transfer of restricted fund monies, see "THE NOTES - Other District Funds" herein. 

Special Revenue Funds 
Adult Education 
Cafeteria 
Child Development 
Deferred Maintenance 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
County School Facilities 
State School Building Lease-Purchase 
Special Reserve (Capital) 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

Audited Financial Statement. 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
Other District Funds 

June 30, 2003, June 30, 2004, 
Balance(a) Estimated Balancelbl 

$ 261,941 $ 261,940 
26,306 26,305 

416 0 
18,637 3,102 

307,300 291,347 

82,607,476 40,221,427 
1,761,287 2,681,042 
4,185,434 6,040,627 

164,939 0 
3,077,464 2,762,522 

91,796,600 51,705,618 

$92,103,900 $51,996,965 

(a) 

(b) Second Interim Report adopted on March 17, 2004. 

Cash Flows 

June 30, 2005, 
Estimated Balancelbl 

$ 267,180 
26,305 

0 
130,915 
424,400 

16,428,070 
883,540 

6,040,627 
0 

113,522 
23,465,759 

$23,890,159 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected cash 
receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected cash 
flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 3, 2003, the District issued $11,895,000 tax and revenue anticipation 
notes due July 6, 2004. The notes are general obligations of the District, secured and payable from general 
fund revenues received during or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "SEQUOIA UNION 
HIGH SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

On May 1, 2003, the District issued the 2003 General Obligation Refunding Bonds in the amount of 
$16,895,000 to refund the General Obligation Bonds, Election of 1996, Series 1997. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.46 times the principal and interest due on the Notes at maturity. See "THE NOTES- Security and Sources 
of Payment" herein. 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July 1, 2004 $ 7,235,967 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 90,373,183 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) (78,105,094) 

Balance $19,504,056 

Note Repayment $13,388,917 

NOTE COVERAGE RATIO 1.46: 1 
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Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

SEQUOIA UNION IDGH SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balance 

Actuals Actuals Actuals 
2000/01 (a) 2001/02 (a) 2002/03 (a) 

Revenues 

Revenue Limit Sources: 

State Aid $ 1,437,513 $ 1,379,326 $ 1,698,206 

Property Taxes 45,703,952 52,719,532 54,443,951 

Federal Revenue 1,872,430 2,201,800 2,655,208 

Other State Revenue 9,660,831 10,935,242 7,773,016 

Other Local Revenue 9,897,309 3,665,405 6,036,897 

Total Revenues 68,572,035 70,901,305 72,607,278 

Expenditures 

Certificated Salaries 28,057,620 31,019,025 33,423,007 

Classified Salaries 12,321,406 13,982,047 14,422,695 

Employee Benefits 9,105,176 9,936,467 11,843,832 

Books and Supplies 3,251,455 3,059,863 2,853,180 

Services, Other Operating Expenses 6,916,897 6,614,487 6,639,280 

Capital Outlay 2,155,214 1,502,372 140,068 

Other Outgo 0 0 1,375,584 

Total Expenditures 61,807,768 66,114,261 70,697,646 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources (6,895,541) 0 0 

Interfund Transfers Out I Other Uses (840,351) (2,631,776) (1,362,330) 

Total Other Financing Sources/(Uses) (7,735,892) (2,631,776) (1,362,330) 

Excess of Revenues Over (Under) Expenditures (971,625) 2,155,268 547,302 

Beginning Fund Balance 4,500,056 3,528,431 5,683,699 

Ending Fund Balance $3,528,431 $ 5,683,699 $ 6,231,001 

(a) Audited Financial Statements. 
(b) Second Interim Report adopted on March 17, 2004. 
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Estimated Projected 
Actuals Budget 

2003/04 (b) 2004/05 (b) 

$60,799,395 $63,747,125 

3,192,593 3,192,593 

5,419,337 5,419,337 

4,625,211 4,625,211 

74,036,536 76,984,266 

33,163,638 33,731,638 

13,758,899 14,034,077 

13,974,696 15,030,127 

3,830,710 3,830,710 

8,056,140 8,136,701 

721,163 721,163 

869,007 1,930,679 

74,374,253 77,415,095 

0 0 

(690,000) (690,000) 

(690,000) (690,000) 

(1,027,717) (1,120,829) 

6,231,001 5,203,284 

$ 5,203,284 $ 4,082,455 



(a) 

(b) 

Fiscal Year 

2000/01 (a) 

2001102(•) 
2002103<•) 
2003/04(b) 
2004/05(b) 

Audited Financial Statements. 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income 

$47,141,465 
54,098,858 
56,142,157 
60,799,395 
63,747,125 

Second Interim Report adopted on March I 7, 2004. 

Percent of General Fund Revenues 

68.75% 
76.30 
77.32 
82.12 
82.81 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects a reduction of one full-time equivalent certificated and no change in the number 
of full-time equivalent classified employees for the 2004/05 fiscal year. The District expects a .4% negotiated 
salary increase for certificated employees, and a .4% negotiated salary increase for classified employees for 
the 2004/05 fiscal year. Overall salaries and benefits are projected to increase by 3.12% in the 2004/05 fiscal 
year. 

(a) 

(b) 

Fiscal Year 

2000/0l(a) 
2001102(•) 
2002103(•) 
2003/04(•) 
2004/0S(bl 

Audited Financial Statements. 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits Percent of General Fund Expenditures 

$49,484,202 
54,937,539 
59,689,534 
60,897,233 
62,795,842 

80.06% 
83.09 
84.43 
81.88 
81.12 

Second Interim Report adopted on March 17, 2004. 
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Labor Relations 

The District employs 437 full-time equivalent certificated and 266 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
Labor Relations 

Labor Organii:ation 

American Federation of State, County & Municipal Employees 
Sequoia District Teachers Association 

Source: The District. 

Investment of District Funds 

Number of Employees 
In Organization 

380 
437 

Contract Expiration Date 

June 30, 2004 
June 30, 2006 

Substantially all District operating funds are held by the San Mateo County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX D - SAN MA TEO COUNTY - COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Because the District's property tax revenue exceed its calculated revenue limit, the District is 
considered a basic aid district. Basic aid districts receive no additional State aid. Under current law, basic aid 
districts retain all local property tax revenues, and, as a result, receive more revenue limit income than is their 
revenue limit entitlement. The District expects a 4.85% increase in revenues from property taxes in fiscal year 
2004/05. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education," 
"GENERAL SCHOOL DISTRICT INFORMATION- Basic Aid Districts" and"- Average Daily 
Attendance" herein. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

The District is located in the center of the San Francisco Peninsula in San Mateo County. It serves 
students from eight feed school districts, including Atherton, Belmont, East Palo Alto, Menlo Park, Portola 
Valley, Redwood City, San Carlos, and Woodside. The District serves a population ofapproximately 1,978. 

The District operates four high schools (9-12), one community day school (9-12), one continuation 
school, and one adult school. 

The District's 2003/04 pupil-teacher ratios are 27.5:1 for grades 9-12. 

The District is governed by a Board of Trustees consisting of five members. Members are elected to 
four-year terms in staggered elections. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Dr. Patrick R. Gemma has served in this capacity since February 2003. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

(a) 

(b) 

(c) 

SEQUOIA UNION HIGH SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year 

2000/01 (b) 

2001/02 (b) 

2002/03 (b) 

2003/04 (c) 

2004/05 (c) 

Average Daily Attendance<•) 

7,154 

6,976 
7,126 
7,411 

7,511 

Includes grades 9-12, special education, continuation education, home and hospital and community day school; does not include adult 
education. 
Audited Financial Statements. 
Estimated - the District. 
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SEQUOIA UNION HIGH SCHOOL DISTRICT 

Sarah D. Stewart 
Clerk 

Olivia Martinez 
Member 

BOARD OF TRUSTEES 

Don Gibson 
President 

ADMINISTRATION 

Dr. Patrick R. Gemma 
Superintendent 

EdLaVigne 
Assistant Superintendent 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATE.MENTS 
YEAR ENDED JUNE 30, 2003 

PERS: 

Plan Decrlotloo 

The District c:ontrfbules to Ille School .Employer Pool ll!lder the C&llfomla Pubffc Emp!QYees' Rellrement System 
(Ca!PERS), a COS\.shalfng IJIUlllple-employel' pubffc: emplayea rellretllent system dellned benefit pension plan 
administered by Ca!PERS. The plan provides relflement and· disability benefits, annual ccst-of·livlng adjustments, 
and dealh beneflls to plan manibels and beneflclarles. Benefit provisions are established by state alatutes, as 
leglslaUve!y amended, within the Publfc Employees' Relln,ment law. CalPERS Issues a ~ comprehensive 
aMual fmanclal report that Includes financial Siatements and required slll>Plementary infannatlon. Coples of the 
CsJPERS annual financial rePQlt may be obtained from Iha Cal.PERS Executive Office, 400 P Street, Sa<:ramento, 
Cafffomla ~5814. . 

funding P9JJ,;y 

Active plan rnembllra are required to ~ 7% of !hair Ala,y (7% of mimlhly salary over $133.33 If lhe member 
parllcipates Ill Social s«wlt¥), and the Dlslric:I Is required lo conlribute an acluatfally determined iate. The 
actuarial me1hoda and assumptions used for determining the rate 1118 those adopted by the Ca!PERS Board of 
Adminlslrallan. The required employer c:ontrfbutloo rates for fiscal year 2002-03 were 2.894% of payn,11 for the 
six months ending De!:ember 31, 2002, and 2.771% of payroll for lhe remaining six months ending June 30, 2003. 
The contribution requirements or· Iha plan members are established by state statute. The Dlstrlcfs contnbul.lons to 
CalPERS for the fiscal year !ilnding June 30, 2003, 2002 and 2001 were $3;!1,332. SO and so. res~ely. and 
equal 100% of Iha required CQ(ltr1butlons for each year. 

STRS: 

Plan PW!inflon 

The. District. contributes to the Slate Teachers' RetitemBnt System (STRS), a cost-sharing multlp!Hmployer publ!c 
employee retirement system defined benefit pension plan administered by STRS. The plan provides rell!'ement. 
disability, and survr- benefl!s io beneficiaries. Benefit provlslons are li!St;lbllshed by state statutes, as leglslatlvely 
amended, within the Stal!il Taachels' Ratlrement Law. STRS Issues a separate comprehensive annual fllllUlcial 
rePQtt that lneludes· financial statements and required supplementary lnforrnailon. Cop!!!$ or Iha STRS annual 
flnanclal report may be obtained from the STRS, 7657 Folsom Boulevard, Sacramento, Californla 9582~ 

Eundloo PQttcy 

Active plan members are required to con!ributa 8% of their salary and the Dlslrlct is required to conttibute an 
actuarfally .detennlned mte. The . actuarfal me1hods and assumpl!ons used for detennlnlng the iate are. those 
adopted by the STRS Teachers• Retirement Board. The required employer conlribut!c,n rate for fiscal year 2002-03 
was 8.25% of annual payroll. The contribution requirements of Iha plan memben, are estabUshed by state statute, 
The District's contributions to STRS for the fiscal year ending June 30, 2003, 20Q2 and 2001 ware $3,507,172, 
$3,273,430 and $3, 181.232. respectively, and equal 100% or the. required contributions for each year. 

N. CommJtmento and CantfngensJu 

State apd EedecaJ Altnwaocn Awards and Grants 

The District has recelvec;! state and federal f'Unds for specific purposes that are subject to view and audit by lhe 
.gmntor agencies. Although such audits could generate lll<pallditure disallowances under tenns or the grants, It Is. 
believed that any required reimbursement will not be malarial. 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENOEO JUNE 30, 2003 

1. c,rttnc,m qt Dtposlt 

Debt seNic:e requirements on c:erllficate11 of deposit. at June 30, 2003. are as follows: 

Yue Em110P J1rnn 30 
2004 
2005 
2006 
2007 
2008 
2009-2013 
2014-2018 
Totela 

$ 

$ 

Piiiidpal liiieieit 
844, 123 $ 251,532 $ 
864, 123 231,648 
884, 123 210,685 
904, 123 188,367 
929,123 164,545 

5,035,615 436,682 
4.210,774 0 

13.672.004 ,.---.,'"'.483=",4""59,;. $ 

Total 
1.0S5,655 
1,095,771 
1,094,808 
1.092,490 
1,093,668 
5.472.297 
4.210,774 

15.156,463 

J. CIPIPI beun 

Commitmenls under capllallzed lease agreements for (acmtles and equipment provide l'or minimum future 
lease payments es cf June 30, 2003, aa follows: 

Year Endtng J1rnp ao· 
2004 
2005 
2006 
2007 
2008 

~010 

Less amount represenllng Interest 
Present value of ne1 minimum lease paymentll 

$ 

$ 

617,050 
617,050 
617,050 
435,804 
435.804 
653,706 

3,376,464 
(581,451} 

2.795.013 

K.. Lone:Imrn ObltsatJon, 

L 

Long-tenn obfigallons lm:lude debt and other long-term Jfabilltles. Changes In Jong.term ob!!gatlons for the 
year ended June 30, 2003, are as fallows: 

Amounts 
Beginning Ending. DueWllllin 
Balance Increases Decreases Ba!al'lc8 One Year 

~llllll!!DI aclil!llill&' 
Capital leases $ 1,353,124 $ 1,875, 161 $ 433.272 S 2,795,013 s. 461,1373 
Certificates of particfpatlory 14,496,127 0 824,123 13,672,004 844,123 
Retiree benefllS 275,680 131.250 26,753 380,177 41,687 
Compensated absences 832,395 13,758 0 846,153 846,153 
Total governmental actMUes $ 16,957,~B S 2.020.169 $ 1.284.148 $ 17693,347 $ i:193,ffi 

Jalnt ~entuca, CJalnt l!aw.«m Aslr11mams1 

The District parlldpates In seven Joint ventures under jalnt powe,s agreements (JPAs}. The relatlonsh!ps between . 
the Ssn Lorenzo Unified School Dlslrict and the JPAs are such· that the JPAs are not component unUs of the Dfsltlct 
for flnancla! reporting purposes. 

The Schools Excess Uabliity FUnd (SELF) - SELF arranges for and provides llablnty Insurance In excess cf 
$1,000,000 for Its members. 

The South County Transportallon Group-An eleven member grou11 providing special education transportatlon. 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS . 
YEAR ENDED JUNE 30, 2003 

The Audio Visual GrDllp • All Ala!ll!lcla County sel!ool dfstricls are membelll. Its l'unctlon Is Iha repair and 
mainlellance of audlo visual equlpmenL 

The Mid Alameda County Special Education Local Plan Arm (MACSet.PA) • MACSELPA Is a four member group 
providing speclal education pn)gl8mS. 

The Alameda County SChoola lnsurarice Group (ACSIG) • ACSIG arranges far and .Provides WO!kols' compensation 
Insurance.for its membem. 

The Hayward Area Shorellne Planning AQency- (HASPA) • (HASPA) ls a five member shoreline envitonmental 
proleellon and education group. 

The Edan Area Regional OCcupe1lonal Program ls a foul member JPA serving foµr dlslriQs, which provides 
oc:cupatlonal training far par1lclpellng students. , 

Separate financial statemems ol the JPAs llltad abr;lve far June 30, 2003 were not available. 

The Student Demographic lnfonnatlon Seivlces (SDISJ Is an 18 member JPA which pro,fldea student attenc1anca 
software from NaUonal Computer Systems for Its member. Al June 30, 2003, the JPA repollad an audited 
deficit fund balance of $1,007,328 as follows: · 

Total Revenues . 
Talal E>lpenditures 
Net loss 

$ 

$ 

10,606 
128,506 

(117.900} 

The Northam CaUfomla Regional Uablllly Excess Fund (Nor Cal ReUEF) provides Its inembera the capabillty or 
self·t\md!nlJ Uabffity and PIOf)elly clslms, poollng and Jolnl purchasing of propeey and liability Insurance. 
Condensed audlted ftnanclal S1alemenls. as of J~ 30, 2003 are as folkwJ.s: · · 

Total Assets $ 27,149,663 
Total UablliUes 18,878,610 
Undes!gnated Fund Balance 22.174.053 
Designated Fund Balance 5,997,0QO 

Total Revenues $ 23,319,977 
Total Expenditures 21.888,273 
Revenues In Excess or El<pencfllllres $ 1,431.'i'i)i 

The JPAs are governed by boards cansls!lng of a repnisentative from each dfstric:I. The boards oontml the 
Dl)el'IIUons of the JPAs, incfUdlng selec:tlon of management and app,oval of operating budgets, Independent of any 
lnnuence by the member dls1ricta beyond their represenlaUon en the boerds. Each member dlslrict pays a p,emlum 
commensurate With the level of coverage requested and shares surpluses and deficits proportionate 1o !hair 
participation In the JPAs. 

M. Emplayq1 BmJtnmant §Y3lDDU! 

Qualified employees are covered under multlple-employer defined benefit pension plans maintained by agencies 
of the State of Califomla. Certiflcated employees are members of the State Teachen.' Retirement System (STRS}, 
and classified employees are membem of the Publlc Employees• Retirement System (PERS}. 
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SAN LORENZO UNIFIED SCHOOi. DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

F. 

G, 

CtoiUtl Avita 

Capital assetaGllvlty rorlhe v.ea,-emed June 30, 2003, was as folloHs: 

Begfmilng 
Balances Increases Decreases 

Grnauomantaf asUvWes· 
Capital-I& not baing def'(8Clated: 
Land $ 1,388,301 S OS 
To)af capital assets not befn9 depreciated 1,!88,301. 

Capital SSS81& being depreciated: 
Bufldlngs 58,845,786 5,125,978 
Improvements 6,423,029 137,()95 
Equipment 5,397,353 21.302 
Total capital assers being depreclaled l!s,lise, 1ea 5le4,375 

Less accumula1ed depreciation fer: 
B~ (16,187,541) 
lmJ]ll)Vemants (4,942.845) 
Equipment (3,609,583) 

Total accumulaled deprec;ldon (24, 719,§69) 
Telal capllal aeseti, being depedaled, net 43,946,1§§ 

Governmental activities capital assets, net ,S 45,334,500 S 

OeprecfaUon was charged to t'Unctlon as follows: 

Instruction s ~446.~2 

IDU11f11Dd Balaam IDd AethtttH 

1. Due 1'.'o and From Other Funds 

Balances due to. and due from other funds at June 30, 2003, consisted of the followlng: 

Due From Other FUnd 

General Fund 
General Fund 
General Fund 
General Fui,d 
SP!lcial Reserve (Capllal Prajec:ts) Fund 
Non-Major Fund • Adult Education Fund 

Subtolal Governmental Funde 
General Fu.nd 

Due to Other Fund 

Special Reserve (Capita! Projects) Fund 
Nonmajor Fund • Cafete,_la FUlld 
Nonmajor Fund· AdUlt Education Fune! 
Speclal Reserve (Special Revenue) Fund 
Building FU(l(I 
General Fund 

Fldimry Fund 
Tola I 

All amounts due are scheduled to be repaid within one year. 
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OS 
0 

0 
0 
0 
0 

0 
0 
0 
0 
o· 
0$ 

$ 

$ 

Ending 
Balances 

1,388.301 
t388,301 

61,971,764 
8,560,124 
5.418,855 

';3,!lel);Bi3 

(19, 148.479) 
(5,631,852) 
(4,388.1101 

(29, 1ei.241) 
44,7114,302" 
48,17~ 

Amount 

4,219 
31.250 
9,15S 
1,961 

3,182,800 
50,000 

3,279,385 
2.429.860 

·. 5,709.245 

( 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

2. TJansfers To and Fram Other Funds 

Transfers to and from oll1et funds at June 30, 2003, c:onslsted of lhe following: 

Transfers From 

Gel!eral FWld 
Bulldlng Fund 
Speclal Rese!Ve (Cipllal Projects) Fund 
Special Reseive (capltal ProJec!s) Fund 
Other Governmental Funds: 

Defen:ed Maintenance Fund 
Special ~rve~ Rffl!Ul) FW1CI 
Cafeteria Fund. 
State SChcol Buldilg Fund 
Bond lntllrestand ~ Fund 
Tax Override Fllld . 

Tranarers To 

Self Insurance. Fund 
Speclal Reserve (capital Projects) Fund 
General Fund 
De(elred Maintenance !'Und 

Sr,eclal Reserve (Capllal Projects) Fund 
General.Flrld 
Gananll Fund 
Building Fllld 
Geneni!Fund 
General Fund 

H. Po,t,mplgym1nt Bnnefttl ObPThlD Peo1(on Bfo,flt, 

$ 400,000 
3,182,800 
1,273.135 

370,000 

1,557,1.36 
1.981 

918 
3,374 
1,023 

111.852 

$ 6.810.199 

In addillon to the pension benefila described In Notq M, the Dfslrict JJR)'JidllS poatrellrelllent heallh care ilenefds, as 
established by board pallcy, to employee$ who retire flotn 1he ~ on or after attaining age 55 with at least 10 
years of eervtce. On June 30, 2003, six retirees met these ellgiblllty requfremenlS. 

The Dls.lrict pays health Insurance premiums on behalf of qualified pr~ retirees at a rate l'IIIIQlng from 50~ 
to 100% of 1he cost, depel)dtng on length of $eivlce and other fadors. 

.As of June l!O, 2003, the.retiree benefits payment were as follows: 

Year Endfr,g Benefit 
June30 Payment 

2004 s 41,687 
2005 41,687 
2006 41,687 
2007 41,687 

2009-2013 41,687 
2014-2018 74,870 
2019-2022 87,203 

29,869 
s 380,177 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THc FINANCIAi. STATEMF:NTS 
YEAR ENDED JUNE 30, 2003 

a. Comn11,nce ,ns1 AGSOYoblhllftw 

1, Finance-Related legal and Colllraclual Provisions 

In accordance wi1h GASS Statement No. 38, "Celta!n Financial StafemGlll Note Olsclosuel," W11a11o11a of 
finance. related legal and eantraclual provlslons, if any, are reported below, along with aClklnl !akin to 
address such vlolatlons: 

2. 

!ialllaJlgn 
None reported 

Actton Talwn 
Not applk:able 

Deficit Fund Balance or Fund Net Assets of Individual Funds 

Following ere funds having dellolt Juocf balances or fund net essets at year end, If any, afor,;j with. reniarlw whll:h 
address such deffcl1s: 

~ 
None reported 

c.. S!r-un Qf Expandttura Our Apprppdadons 

Deficit 
Amount 

Notiijijillcaliie Not app!lcabla 

Ali of June 30, 2003, Iha District recoided no slgnlficant ~ ~Ing appraptialions. 

Qasb tn Cmmtv D:emwoc 

In accordallCe with Educatfon Cede Seetlon 41001, the District malntalns subslanllally aU d Ila cash In lie 
Alameda Counly Treasury aa part of the common Investment poot ($to.on .SSS as of JI.Ille 30. 2003). ~ fa&' 
value of the Olslrk:fs portion of this pool as of that date was not provided by the pool sponsor. Anump6ons made 
in determining the fair value of the pooled Investment portfollos are available from the County Treasunr. 1he 
county ls restricted by Government Code Section 53635 J)UISuant to Seclion ~1 to invest In 1ime deposlls, U.S. 
government se<:uritfes, state registered warrants, no_tes or bonds, State Traasurel's uwestment pod. ban{lela' 
acceplances, commercial paper, negotiable certlflcates of deposit, and repurchase or reverse repun:l,ase 
agreements. · · 

Cvib 20 Hand Jn eankl arnl rn Bevobdm E~1nd 

Cash balances on hand and In banks ($755.368 as of June 30, 2003), agency funds ($344,290) and In the revoMng 
fund ($35,000) are insUJed up to $100,000 by the Federal Depository Insurance Corporation. All cash held by the 
rmanc1a1 lnsUtutlon ls.fully lns!lred orcoJlateral!zed. 

The District's Investments are categorized ta eive ao Indication of the level of risk assumed by the Dblrid: at 
year-end. These custocllal risk categoriea are as follows: 

Calegory 1 • Investments that are Insured, reglsrered or held by Iha Dlslrict or by Its agent In the DiS1rlct's name. 

Category 2 - Investments that are uninsured and unreglslered held by the counla~s trust dei:,artmenl or agent In 
the District's name. 

Category 3 Uninsured and unregistered Investments held by Iha counterparty, ib ll'U$1 department or itS agent. but 
not In the District's name. 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STA1'!'MENTS 
YEAR ENDED JUNE 30, 2003 

The Clalrlct's lnvostments at JuM 30, 2003 n lhawn beloW. 
carepy Reported 
~ a Amount 

lnveslment s Os 1006aAfu."""'_._=o $ 1CJ,de3,047 s 

IDYM11Dftnl &rmnanoo PoisY 

,a,opoo 

The D1#ic:t fl lllqUfll!d by GASS Sliafamellt No. 31 to dlsdOSe Its poky far delermlna,g which bwes1mta11. If my, 
""' repa,ted at amortl2'ed cost. The Dlllrk:I'& gellel'll pollcy fl to repart money lllllkel Investments Md lhalt-llml 
partldpallng fnlWesl-eamlng fnlleltment c:onr:acts al amcxUz9d COii Ind ta report nonpart!clpallng In~ 
Investment canllll& using ·a COlt-llMed rne&IIUNI. However, If Ille flit ~ of 1n fnveslmenl Is lllgnilleanlly alflcll,d 
by Iha lmpslnnent ot Ille c:n,c111 IIPd;,g of Ute Issuer or by Olher factors, ft Ill rel)Olled at fair vaJue. /II. alhOI' 
Investments are reparted al fair value unless • legal canltact mists Which guarantees a higher value. Tha teml 
"sl!Olt-lelm" 111rers to frwestment, wl1ldl have • nsmalnll1g tmm of one year or ie,s at Ume of purcl!ase. Tho tenn 
"nonpart!dpallng" mean, that Ille lnVellmenl'I value does not vary w!lh market lnflllest iate d1IIIIQIII. 
Nonnagollable certfflca!es or deposit n mmplea of nanparlldpatlng lnlelllsl-eamlng lrwalrnllnt canl(ads. 

The DlsUlcl'1 lnveltrntnlS In ~ lmnl.unent IJ90II ant repolted at en lfflOlll1I cletennlned by UHi l'B value .I* 
shattl of the POOi's Ul'lderl)ing podfcillo, unlela Ille jJocl Is 2a7-IIP, In Wllldl cue 11,ey IRI repelled at tlJaRt Vllue. A 
2a7-llke pool Is one 'Whlcll Is net llgillllrld wllh Ille SeQJrftiel Ind &chanQI Commlalon ("SEC') u 111 ~ 
company, but nevel1beleA hN • poky tmt ft wil. and dou. opelll!a In a manner consl$1ent with Ille sec. Rlllt 
2a7 of the lllVIISlmeflt. Campa11y Al:lof 1940. 

Acccunts iecelvable/duf!I ftOm grantar gavernmenrs at June 30, 2003 consisted of the folowlng: 

Federal Government: 
Federal PfOQlalllS 

State Government 
Categcdcal aJd prcgrams 
Special allowance 

Tela! State Reveooe 
Local Scun:es 
Interest 

Tolals 

Federal Gowmment 
Federalprog131111 

Stale Gavemmetll: . 
Calegorical aid programs 
Special allowance 

Total Stale Rewnue. 
Local Sources 
Interest 

Totals 

General 
FUlld 

881,748 S ··--=;..;.;;;. 
1.645~9 
1.942,088 
3,587.647 

130,893 
30,867 

s 4 631.155 $ 

Internal 
Setvlce 
Fund 

OS ··---~ 
0 
0 
0 

10.934 
10.934 S 

31 

8uildlng 
F'Und 

OS 

0 
0 

81,060 

BJ 1oiiiis 

Other 
Go\lemmentat. 

Fund1 

70,414 S 

~6.549 
138,439 
184.saB 
380.1l!l 

Ui11 
617134 S 

Special . 
Ruerve 
(Capital 
Projecls) 

Fund 

0 

0 
0 
o· 
0 

S,691 
6,6111 

Total 

~------------------.. -



( 

~~----------------------11111111111•111111111111111 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

• cap11a1 assets are being depreciated using Iha straight-line melhod ovet Iha l'ollawlng esllmatect useful nve.: 

Asset Class. 

Site lmprov8lllellla 
&:llool .BuYdlngs 
Porlable ClasslOOmll 
Vehicles . . 
Qlllce Equipment 
ComPll!er Equipment 
Copiers 
Cafeteria Equipment 

Estimalad 
Useful Lives 

20 
50 
25 
8. 

20 
5 
10 
15 

Calh received for federal and atate specfal proJec;1s and programs Is rec:ogn!Zed as revenue lo Iha l!ldent 
that quallfied expendltlne have been lnc:uned. Deferred revanue Is rec:onlecl lo !hit 8lClent cash Ai!*ved 
on specific ptOjecls and programs .axceacls qualified expendl1un!s. 

e. COmPft!l&ated AbieF'm1 

Accul)lulated unpaid em~ vacation benefits are recognized as llablli1les of the District; 

AccUl!lulated sick reave benefits are oot recognized as llabffl1les of the District. The .Dlstt!c:l's pollcy Is to 
~rd sick leave as an apera1fng expense In Iha period taken since such benefits do. net ~ nor Is 
Pl!~ PR)bable: however, ooused sick leave Is added to Iha cradltable service period for caltUlallon of 
retirement benelils when Iha employee rellres, 

f. I gng..Teon Oblteatloos 

In the govemment·wide financial statements, long-term debt and other tong.1erm. obligations are reported 
as Uabil!Ues In the Slatement of Net Assets. 

In Iha fund rll1llnclal statements, governmental funds ~ premiums and criscounts as wen as ls$uance 
coats, dwing Iha wrrent period, The face a~ of the debt Issued, premiums, or dl$o0Unts Is reported as 
other financing sources/uses. 

g. F1Qld Balaam Bee'YBI Md QQStgnatton, 

Reser.iations or Iha anding fund balance lndk:ate Iha portions of fund balanee not appropriable for 
expenditure or amounts legally segregated ror a specille f'llture use. The reserve for rewMng fund .and 
reseive for stores Inventory renect the portions of fund balance represented by revoMng fund c:ash and 
stores inventOtY, respe,:trlely. The$a amoun1s Bill not avallable for appropriallcn and expencllture at Iha 
balance sheet date. 

Oeslgnations of the ending t'und balance indicate tentaUve plans far financial resource utllfzaUan in a 
(utura period. 

The District's revenue llmll rs received frol)'I a combination af local property taxes, state apportionments, 
and other local sources. 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAi. STATEMENTS . . 
YEAR ENDED JUNE 30, 2003 

The County II respgnslble for assessing, cottacling and aPllO!llonlng ~,ty taxea. Taxes are levied for 
each llscal year on iaxable i:aal and personal proparty In Iha County. The levy Is based on 11111 llllesaed 
valuas as of Iha fXIICtldln; ~ 1, which Is BiaQ Iha U1111 dlllll. Prcpe,ty taxas on th!I. dl;Urlld roll ~ 
due on November1 and February 1, and taxes become delinquent after .December 10 and April 10, 
respecti,le!y. 

Secured prope,ty taxas .are IIICO(ded as revenue when apportlonad, In Iha fiscal Y.911r of the levy. The 
County apportions secured ~ .tax ravenua In accordlnce wllh Iha attemate ~ of dlslribldlan 
prescribed by Sec:tlon 4705 of Iha canromra "ReVenue and Taxation Coda". Tiiis attemata method. 
provides tor cradlllng each appllcable fund wi1h. Its lolal secured taxes upon completion of Iha secured 
!al( roll - approxlma.tely October 1 of each year. 

The County AUclilor repo,1s Iha amount of Iha Dllstrlct's al1ocaled property tax revenue lo Iha Calltami9 
Department of Education. Property taxes en, racocded es local revimue limit sources by !be District 

The California Dapaltmenl of ~ reducas the District's en!llle!nent by Iha Dlslrlcl't focal ~ 
tax revenue. The ~ Is paid from the Genaral Fund, and Is known as Iha State Appor1lonmenl. 

The District's Base Revenue Unit Is the amount of general purpose lex revenue. per BVelllG8 dally 
attendance (ADA), that Iha Dls1llcl Is enlllled IQ by law, This einooot Is 11)11111plled by Iha sec;ond period 
ADA to derive Iha District's tolal entitlement. 

I.. fntnrt'und Acflvity 

j. 

lntlllfund ai:tivity results from roans. services provided. relrnburements or transfere. ~ funds. Loans 
are reported as lnte!fund rec:elvables and payables as appn,prfate ~ are subject to. elll),lnatlcm upon. 
c:oll$ClktaUon. Services p!Olllded, deemed to be at marllet or near market rates, ere treated as ~ 
and e,cpendllures or expenses. Re!mblllllements accur When ooe fUnd lf1C!ll'8 a cost. charges Iha 
appropriate benefiting fund and recluc:e& lls related cost as a relmb\nemellt. AD other lntl!lfund 
transactions are treated as transrers. Transfels In and Transfets OUt are netted and presented as a single 
"Transfers• line on the gov.emment-wlde statement of activities. SJmllarly, lnterfund receivables and 
payables are netted 1,1nd presented as a single "Internal earances• Una of the government-wide statement 
or net assets, 

lkeofEs)lrna'ffli 

The preparation at: financial statements In conformity with generally aix:epted l,!CCQUntfng· principles 
requires Iha use ~ement's estimates. Actual resulla could differ fram those astunates, 

k. Salf-tosuraoce tnteroat Seodr«ft Ernxt 

The Dlstrfcl ls se!f.insured fQ, up to $25.000 per clelm, ror property damage, general Nabillty and 
aUICmObila Uablllty. The General Fune! Is charged premiums by the SeJf.Jnsurance Fund, which ls 
accounted fer as an Internal Service Fund. The Dl$trlct also participates In two Joint f)OW9I$ aU!harflles, 
which provide aX<:ess llabillty and workalll' ccmpensatlan coverage to Iha OJstrfct. On the govamment-wide 
financial statements, Iha lnt~mal Service Fund activity rs eliminated to avoid doubRng of revenllell and 
axpendltum. 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

7. Mean11mrnant Fo,;t1s Basis of As:ounttng 

Govemment·wlde and Fiduciary Fund Financial Statements; These financial statamenm are reported using the 
BCQncmlc rasaurces measurement focus. The government-wide financial s1atements are repor!ed using the accrual 
basis of accounting. Revenues are recorded when earned and expenses ere recmded at the time IJablllHes are 
Incurred, regardless of when the related cash l1oWS take place. Nanexchange transacllans, In which the District gives 
(or rec.elves) vallll! without dlreclly receiving (or giving) equal value In elCChange, Include property taxes, grams, 
entltfements, and dcnallons. On an awual basis, revenue from property taxes Is recognized In lhe fiscal year for 
which the taxes are levfed. Revenue from grants, enUHements, and donations Is racognlzed In the fiscal year ln 
which au ellgibifity requiremenl.s have been saUsfled. 

Governmental Fund Flnanclal Statements: Gavemmental funds are reported using the current financial resources 
measurement focus and the madlfied accrual basis of accoundng. Under this method, revenues are recognized 
when measurable and available. The District considers all revenues reported In the gavemmental funds to be 
available If Iha revenues are collected wjthln sixty days after year.and. The District daes not consider revenues 
collected after Im year·end to be available In the current periad. Revenues from local sources consist primarfly of 
property taxes. Property tax revenues and revenues received liorn the state are l'IIQ!gnizlld under Iha 
susceptl!)le.to,ac:crual concapl ~ revenues are recon:led as revenue when received In cash beCause 
they are generally not measurable un~l actually received. Investment eamlngs ere recorded as earned, since they 
are both measurable and available. Expenditures are recorded when the relatecl f\Jnd liability Is lncwred, except for 
principal and interest on general long.term debt, claims and Judgments, and ccmpensaled allsences, which are 
recognized !!S expendttures · to the extent they have matured. General capital asset acquisitions are reported as 
e,cpendilufes In gavem.menllll funds. f'r9Ceeds of general long-term debt and ac:qulslllcns under capital leases are 
reported as other financing sources. 

When the District Incurs an expenditure or expense for which both restck:led and unres1rlcted resoimes may be used, 
It Is the District's por.c;y to use restricted - llrst. then unrestricted resources. 

Under GASB Statement Na. 20, "Accounting and Flnanclal Reporting for Proprietary Funds and Other 
Governmental Sntitl133 That Use Proprietary Fund Accquntlng." all proprietary funds will continue to fellow Financial 
Accounting Standards Board ("FASBi standards Issued an or before November 30, 1989, However, rrom that elate 
forward, proprietary funds will have the option cf elther 1) choosing not le apply Mure FASB standards (lncludlng 
amendments of earlier pronouncements), or 2) continuing to fellow new FASB pronouncements unless they conflict 
with GASB guidance. The District has chosen to apply ruture FASB standards. 

a. Budgets and B1K1aetary Accmmting 

Annual budgets are adopted en a basis consistent with generaHy accepted acoountlng principles for all 
governmental funds. By state law, the District's gavemlng beard must adopt a final budget no later lhan July 1. A 
public healing must ~ conducted to receive COl'!1fflenm prior to adoption. The District's govenllng board satisfied 
these requrements. 

The budgets ara revised by the District's govemlng board and District superintendent during Iha year to give 
consideration to unaticipated Income and expenditures. The original and final revised budgets are presl!lnted for 
all governmental funds In the ftnancial statements. 

Formal budgetary lntegraUon was empfeyed as a management control device during the year ior all budgeted 
fu!'ds, The District emplcys budget control by minor object and by indMdual appropriation aci:ounts. ExpenditUrBS 
cannot legally exceed appropriations by major object accounL 
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NOTES TO THE FINANCIAL STATEMENTS 
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Encllrnbrarn:e ac:counUng Is used In al budgeted funds to l'l!IEIMI portlone of applicable appmpriallons for Which 
commitmenm have been made. encurnbmnces are ~ for ~e Ciders, conbacts, and other commffment1 
When they are Written. Encumbrancea are llqu!dated when the commltmenm are paid. All BIICUlllblances 11111 
llqUklated as of June 30. 

10. AuD \tabnltiw; aodEsujty 

a. Peoostt:s and fnvestmfto1:, 

Cash beJances held In banks and In revaMng funds are Insured to $100.000 by Ille Federal Depoaitoly 
Insurance Ccrporatlon. All CSl!h held by the flnandal Institutions Is fully ln8ured or colla!etallzed. For 
l)UJJ)C)Ses of the statement of cash flow$, highly tlqukl ln'lemlents are cansklered to be cash equlvalents If 
they have a maturity of three mon!hs Qr less when purdlalsed. 

In aCCOl'Ctanoa with EdllCallon Code· Sedlon 41001, the Dfatrlct malntal1111 subatanllally al lls cash In 11:18 
Alameda County Tl'llalu,y. Thli Caunly pools these funds with those of other dlslrids In the County and 
lnvesls the cash. These po()led funds an, canfed at COSf, whk:11 eppro)dma\es mmet llalue, lnlerest earned 
Is depostted quarterly Into partk:lpatlng funds. Any Investment fesses are proportlonately shared by an funds 
In thepocl. 

The County Is aU1hcllzed to deposit cash and Invest excess funds by C3lifomla Govemmenl Code Section 
53648 et seq. The foods malnla!ned by the • County are eilller sec:ured by federal depository lns1.1ance or 
are collaleralized. · 

lnfonnatlon regarding the a!l1l)Ullt af dollars Invested In derivatives with Alameda County T~easury 
was not avallable. · 

Inventories are recorded using the purchases method In that Iha cost Is recorded as an expenditure at the 
time Individual inventory Items are puri:hased. Inventories are valued at average C06l and consist of 
~ndable supplies held fer consumptlon. Reported Inventories are equally offset by a fund balance 
rese:ve. which Indicates that these amounts are net "available fer appropriation and expend'rtute" Bl(en 
though they are a component cf net current assets. 

The District has the Qpllon of reportlng an expenditure In .governmental funds fer prepaid Items either when 
purchased er during the banefitllng period. The District has chosen to report the eicpenditure during the 
benefittlng period. 

c. caottal A,set:s 

Purchased er constructed capital assets are reported at cost er estlmateil historical cos~ Donated fixed 
assets are recorded at their esUmated lair value at the date of the donation. The cost of !1()ffllal 
malntenanca and repairs that do not add to the value of Iha asset er materially BJC!end assela' fives are 
not capitalized. A capltalfzation threshold of $5,000 Is used. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 . 

Non-exchange trensaalons, In whlc:h the Dlsttlct leCelvls value without directly giving equal value In return, Include 
property texea, grants, and enl!tlemants. Under the accrual basis, revenue from property taxes Is recagn!zed In the 
fiscal year for which the taxes are levled. Revenue from grants and entitlemenls Is recognized In. the llscal yar In 
which all eliglbllity requirements, \tlhl!:11. specify. the year wl\ln the l8$0UteeS are to be used ar the 11sca1 year when 
use is am pennilted: matchl(lg requirements, In which the .Dlsttlct must provide local resllllrCIIS to be used for a . 
specillc IJUIP()IBS; and expendltures requirements, In wht¢! the resawces are p!OYldsd to the Olstrict on a 
rslmbul8ement basis, Under the modified ai:crual basis, revenue from non-axchange transactions must also be 
iivallab!e before It can be recognized. · · · 

Deferred rev111ue: 

·Peferred revenue arises. when assets are IICeivlld befo,e revenue recognJtlon criteria have been sallslled. Granl2s 
end entitlements received before eflglblllly requlremenls are met are recorlled as deferred revenue. On 
govemmllllal fund ffnanc:lal llalements, recalvables associated with non-exchange transacllons t!tat Will llQI be 
collected wi1hln the avallablllly petlod have also been recorded. as deferred revenue. 

Elqlenswe,rpendilures: 

On the 8CCIU8l basis of accovnllng. e>q>enses are recognized at the time a liability Is Incurred, On the modified 
accrual basis of accounting, openditures are generally recognized In the accoun11ng period In which the relaled 
fund lfablllty Is Incurred, as under the accrual basis of accounting. Hcwever, under the mocfdled SCCIV3I basis of 
acccunllng; debt seMCe expendltures, as wen as lllq)Elnditures related to c:ampensated absences. and clalms. and 
Judgements, are recorded Oflly when payment Is due. Allocatlon or cost, suc:11 as d~tlon and amortization, 
are not reco111nlzed In the ggvemmentaJ funds. · 

When beth restricted and unrestriG!ed resources are available ror use, It Is the Dlstr!.ct's policy to use nislrieted 
resources l!rst and the unreslrfl:te!j resources as they are needed. 

B. fund Acr.ouoHng 

The accounts of the District. are organized on the basis of funds,. each of which rs considered to be a separate 
accountlng enUty. The operaUons of each fund are accounted for with a separate sst of self-balancing accounts 
that comprise Its assets, llabll(tres, fund equity, revenues, and expenditure., as 
.appropriate. District resources are al!Qcated to and accounted for In Individual funds based upon. lhe purpose for 
which they are to be spent and the mean$ by which spending activities are controlled. The Dlslrict's acc:ounls are 
organized Into major, non-major, lntsmal servlce and fidlJClaryfunds. 

The District repcr1s the followlng major governmental funds: 

The General Fund Is lhe Dlsl!IQ's primary eperatlng fu{ld. It accounts for all financlaf. resour~ of the District ellcept 
those required to be accounted for In anclher fund. 

The Bulkfmg Fund Is used lo account for the acquisition of major gO)lernmental capital proiects f(llm the Hie of bend 
proceeds. · · 

The Special Reserve (qapltal Projects) Fund is used to account for specla! capital projects as determined by the Board. 

The Corpcratlon Debt Senilce Fund Is used for the accumulation of rescurces for and the retlremel\l of principal and· 
Jnterest on general long-term debt. 
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The District reports. the following nonmajor funds; 

Special Revenue FUl'lds are used to account for the ptOCeeds ol spedfic revenue soun:es that are .tegaUy Rllblc:ted 
to eicpenditures for s~ffc purposes. '{he followfng nonmajor speclal revenue funds are utili;ed by Iha OlstliCI: 

The Adult EducallQn Prggr.1111 Is used to account asparalely for federal, state, and local rewn111111 for mdl.!lt 
educaUon programs. 

The Child Development Fund Is used to acccunt separately for flldera~ state, and local revenues to ol)lllala 
child devefo!xnent prggrams. 

The Cafeteria Fund Is usll!I. lo account separately for rede!Bf, llate, and local resources to operate the food 
sllNlce program. 

The Del'effed Mamtenance Fund Is used to account separately for state apportlor.,menls and the Diltrlcl'I 
contrfbutlO!lS for deferred~ purposes. · 

The Speelal R9serYe Finl f9I' ·Olher Than Capital Outlay Projecls. Is used primarily to ~ for the 
l!CCUmUlatlon of General FISld money for geneni1 operating pi.poses. 

Debt Service F11nds are used to account for the accumulatlon of resoun:es for, and the 
_payment of, general Jong-term debt prlnclpa~ Int~ and related costs. The folJ!)wlng nonmajor debt servk;e 

. funds are maJntalnecl by Ute Distlid: 

The Bond Interest and Redemption Fund Is used to account for tile accumulation of resources for, .and the 
repayment of, Oislllct bonds, interest. and related costs. 

Ths Tax Override Fund Is used to account for the 8CCIU11Ufallorl af resaurces from ad ~ tax leVle6 for the 
repayment or State School Building Fund apporl!onmen!S. Thel!e taxes will ccntfnue to be levied untn thQ 
debt Is ful)y paid. 

Capttal Projects Funds are used to account for the acquisition and/or construction of aH major govemmenlal general 
fixed assets. The District. malnlains the following IIOflrnaJor capital projects funds. 

The Slate Schoel Building t.sase-Purchase Fund Is used primarily lo account for elate appolliOllments 
proylded for construction and reconslluctlon of school faeililles (Educatlon Code Sections 17070-17080). 

Tl)e Capital Facll!Ues Fund is used to account for resouri.es reqeived (ram developer impact (ells .assessed lll!(ler 
provisions of the Cailfomla Envlranmental Quality Act (CEQA). 

Internal Service Funds: These funds are used to acccunt for revenues and expenses related to services provided to 
panles lllliide the. District. These fUnds facllllate distribution of support. costs ID the users of support servlces 1!11 a 
cost·reimbursement basis. Because ll1a principal users of the Internal services · are the District's govemn,enlal 
actlvilles, lhls furn! lype is Included In Iha "GovernmB11tal Act!Vflles" column of the govemment-wide ftnlll)Clal 
state111ents, 

Agency Funds are used to account. for assets or others for which the District acts as an agent. The District maintains. an 
agency fund for the warrant clearing fund and the student body ecccunts. The "Due to. Other Funds" ~t wllhfn 
the clearing fund is used to hold dedicated funds for expenses. The District maintains student body funds, whk:tl are 
used to account for the raising and e,cpendlng of money to. promote the gl!neral welfare, morale. and llducatlonal 
experience of the sllldent body. The amcunts repa.rted for student bcqy fUnds represents Iha combined totals of all 
schools within the Ois.trfcl. 
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NOTES ro THI: FINANCIAL STATl:Ml:NTS 
YEAR ENOl:D JUNE 30, 2003 

A. Summani nf &Janlflcant AsGe1mtJne Pnllclen 

1. At!t'AIIDtiDQ PAlltiM 

San Lorenzo Unified School District (District) accounts for Its flnanclal transaclklns in accordance with the polk:les 
and procedures of the Department of Educ:aUon's 'Caflfomia Sc:11ool AccounUng Manual". The accounting po1k:1es 
of the District conform to accounting principles generally accepted In the United States of Ame,:ic:a (GMP) as 
prescribed by the Governmental Ac:(;OUntlng Standards Board (GASB) and the American lnstttute of Certified Publlc 
Accountants (AICPA). 

For the fiscal year ended June 30, 2003, the District Implemented the new ieportlng requirements of GASB 
Statement N~. 33 and 34. As a resull, an enUrely new financial reporUng medal has been Implemented. 

2. Reporting Eottty 

The District Is the level of government primarily accaunlable for actlvitles related to publJc education.. The 
govemlng aUlhority consists of five elected offlc:!als who, together, constl!ute the Board of TMtees. 

In 1975 certain members ·or the District's beard of education and Dls1r!cl employees fanned a nonprolit beneftt 
corporation, known as the San Lorenzo Unified School District Flnancing Corporation, whk;h Is organized under 
Nonpl'Qfn Benefit Corporation Law of the State of California. The pu!pOS$ of the F!nanclng Corporation Is to 
finance the acquisition and construi:t!on of school facmtles. l1)e Corporation Jssued Certltlcates of Pmtlclpatlon 
{COPs), a form of long-term debt. w:hlch the Cfslric;t used to linanee consirucllon of school faellitles. 

The District and the Coll)oratloll have a financial and operational relallonship that meets the reporting entity 
definition of GASB Statement 14, "The Financial ReporUng Entity", for lnclusloo of the Corporation as a 
component unit of the OfslricL The basic, but not the only, cr!tericn for lnckllling a govemmenlal department, 
agency, lnstltutton, commlsslon, public authorl!Y, or other govemmenlal organlzaHon rn a governmental unit's 
reporting entity for general purpcse financial reports Is the abHl!y of the governmental unit's elected afficlals to 

•· exercise oversJght l'lll!ponslbillty over such agencies. Oversight responslbilrty Implies that one governmental unit Is 
dependent on another and that the dependent unH should be reported as part of !he other. 

Oversight responslblHty is derived from the governmental unit's power and Includes, but Is not limited to: 

Flnancfal interdependency 
Selection of governing al.llhcllify 
Designation of management 
Ability to significantly Influence operations 
Accountability for tlscal mattem 

Accordlngly, for the year ended June 30, 2003, the Rnandal actlvilles of the Coll)oratlon have been blended Into 
the financial statements or the OlstricL The Corporation's flnancfal actlvlttes are presented In the Financing 
Coll)oralion Debt Seivk:e Fund. COPs Issued by the Corparallon are Included as long-term liabinUes In the 
govemmental-wide financial statements. 

3. lmo1fl01eoratioo nf Nruv Arrorntios eron9110vementa 

Fqr the year ended June 30, 2003, the District was required to adopt GASB Statement No. 34 (GASB 34), "Basic 
Financial Statements • and Managemenrs Discussion and Analysis - for State and local Govemmenls', GASB 
Statement No. 37 (GASB 37),' Basic Financial Statements and Managemenfs Discussion and Analysis ror State 
and local Govemmenls: Omnibus', and GASB Statement No. 36 (GASB 38), "Certain Financial Statement Note 
Disclo,,ures•. GASB 34 significanUy changes the way state and 1ocar governments report their financial information 
to the public. As a result of GASB 34, state and foc:al governments are required to report financial inrormaUom 
using both fund-based and government-wide financial financial statement presentatlons. Futld-based statemlin!S 
conUnue to use the modlRed accrual basis of accounting. but the government-wide statement uses full accrual basis 
of accounting. In addition to the change In the financial statement presentations, GASB 34 requires the reporting 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
NOTl:8 TO THE FINANCIAL STATEMENTS 
YEAR ENDEO JUNE 30, 2003 

of capital assets and fang-leml obllgatlon.s on the government-wide financial statements. The preparation of , 
Management Discussion and Analysis to clarify the Dl$1rll;t's financial activities Is also required by GASB 
34. FlllthannQre, the District's notes to the flr!aneial statements ~rporate modificaUon.s as requm,:t ll'lder 
GASB 38. The effect of Implementing GASB 34 resulted in a conversion of fund balance to net B8SelS 
for an Increase of $26,612.575, fer net assets balance of $.53,357,191 at June 30, 2003 on the ~-wide 
financial statements. 

4. Sa:,IS of Ptunotatfon 

Government-wide Statements: The slatement of net assets and the stalemenl of actiVities Include the financial 
activities of the overall govemment, except for fiduciary activitles. Include the financial aclMtles of the overall 
;ovemmenL Ellmlnatlo/\s been made to minimize the doub~untlng of internal amlvftles, These statements 
dlsUngulsh between the govemmenlaf and business-type actlvlUes of the. District. Governmental actlviUes generally 
are flnanc:ecl through IIU(.e$, lnlerQ<)Velnmental revenues, and olher nonexchange transactions. Business-type 
ac!iviHes are llnaneed In whole or In part by fees charged to external par11es. 

The Slatement of activities preset11S a comparison between direct expenses and program revenues for the d'Jfferent 
business-type actMtJes of the Oralrlct and for each function of the. District's governmental actMtles. onct u;,enses 
are those that are spec:Hlcally auoclallld With a program or function and, therefore, are clearly ldenllflable la a 
particular funcllan. The Dl5trlc:t does · net allocate lncllrect eicpenses In the statement of actlvltles. Program revenues 
Include (a) fees, fine&, and charges paid by the reeiplenls of goods or se,:vk:es offered by the pragisms and (b) grams 
and contributions lhst are reslricled to meeting the operational or capital requirements of a pertlcular program. 
Revenues that are not classified as pn:,gram revenues, lncludlng all taxes. are presented as general revenues. 

Fund Financial Statements: · The fund fillanc)al statements provide Information about the District's funds, With 
separate stateffl91lts presented for each fund category. The emphasis of fund financlal ;lal!!menls Is on majal' 
governmental funds, each displayed in a separate column. All remaining ;ovemmental funds are aggregated and 
reported as nonmajor funds. 

The accounUng and linanc:lal treatment applied to a fund Is determined by Its measurement focus, All 
governmental funds are accounted for using a flow of current flnanc:!al resources measuremlll!l foc:us. 
With this measurement focus. only currant essets and current llabl!!Ues are generally Included on the balance 
sheeL The Statement or Revenues, Expend'llures and Changes In Fund Bafanees for these funds present 
Increases (i.e., revenues and other financing SO\ll'CeS) and decreases (l.e., expenditures and other financing uses) In 
net current assets. 

ProPrletary fund operaUng revenues,. such as charges for services, resutt from exchange lranllactions associated with. 
the principal acUvlty of the fund. Exchange transactions are those In which each party receives and gives up 
essenUany equal values. Nonoperatlng revenues. such as subsidies and Investment eamlngs, result from 
nonexchange transacUons or ancillary actlviUes. 

F'lducfary funds are reported using the economic 18$Curce5 measurement focus. 

s. Basis of AcaountJoo 

Basis of accounting refers to when revenues and expendlture$ are recognized In the accounts reported In the 
financial statements. Government-wide financial slatemenlS are prepared using the ac:cl'Ual basis of accounUng. 
Governmental funds use the modified accrual basis of accounting. Prcprietary and fiduciary funds us thli accrual 
basis or accounting. 

Revenues • exchange and non-exchange transacUons: 

Revenue resulUng from exchange (ransactlons. ln which each party gives and receives essenHeUy equal value, Is 
recorded under the accrual basis when Iha exchange takes place. On a modified eccl'lJal basis, revenue Is r<iCOrded. 
in the fiscal year In which Iha resources are measurable and become available. "Available" mean.s the resources 
will be COiiected within the current fiscal year or are expected to be collected soon enough thereafter to be used to 
pay lfabilltles of the current fiscal year. For the District, •avaUable' means collecUble within Iha current period or 
within 60 days after yl!ar end. 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
STATEMENTOFCASHFI.OWS . 
.INTERNAL SERVICE FUND 
YE4R ENDED JUNE 30, 2003 

Cnh Flows from Operating AGtlvlUn: 
· Cash ~trom Customers 

Cash RectTpts (Payments) fnlm ottier Funds 
Cash Payments to other SUppllers for Good.! and Se1Vices 
Other Operating cash_ Receipts (Payments) 

Net Cash Provided (Used) by Operating Ac11v111es 

Cash Flows from Non-capital Financing Actlvltlu 
Net Cash Provided (Used) by Non-capital Flnandng Activities 

~h Flows from Cspltal snd Related ~clng Actlvltl•. 
Net. Cash Provided (Used) for Capital & Relaled Flnanclng Adlvltles 

Cash Flows from rn-trno Actlvltlu 
Net Cash Provided (VSed) for Investing ActlvHles 

Net Increase (Decrease) In Cash and Cash Equlyaleots 
Cash and Casi\ Equivalents at Beginning of Year 
Cash and Cash Equivalents at End af Year 

Reconclllatlon of Operating Income to Nat Cah 
Provided by Operating Actlvltln: 

Operating Income (Lass) · 
Adjvstments to Rec:cnclle Operating lnccme t.o Nat Cash 
Change In Assets and Uabllilles: 

Dectease (Increase) In Receivables 
Decrease (Increase}. In !ntetfun_d Recsfvables 
lncmese (Decrease} In Accounts Payable 

Total Adjustments · 
Net Cesh Provided (Used) by Operating ActMtles 

The accompanying notes are an integral part of this statement. 20 

EXHIBIT A-13 

Internal 
Semce 
Fund 

$ 63,970 
410,800 

(338,706) 
(6,293) 

131,771 

0 
0 

0 
0 

0 

· 131,771 

$ 
(9,179) ·. 

122.592 

$ 132,774 

(10,934) 
10,800 

(869) 

A1'003) 
1 1771 $"=======8,= 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
STATEMENT' OF FIDIJCIAR.V NET ASSETS . 
AGENCY FIJNDS . 
JIJNE 30, 2003 

ASSETS: 
Cash In Coul_lly TIM&ly 
Cash Oii Hanel and In Banks 

Total. Assets 

LIABILITIES: 
Due to OlherFund& 
Due to St~t Groups 

TotalUabilftles 

NET ASSETS: 
Total Net Assets 

f!1e accompanyillg notes are an Integral part of this sfa!B.ment. 21 

EXHIBIT A-14 

Total 
Agency 
Funds 

$ 2,429,860 
344,290 

$ 2,774,150 

$ 2,429,860 
344,290 

2,774,150 

$ 0 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
STATEMENTOFNETASSETS · 
INTERNAL SERVICE FUND 
JUNE 30, 2003 

ASSETS: 
Cumint Assels: 
Cash In COunty TINSUly 
Accounts Recelveble 

Total CunentAsse!s 
Total Assets 

UABIUTIES: 
CUm!ntUabilHles: 

Accounls Payable 
Tola! CwTant L1abi1it1es 
T0181 Llabllities 

NETASSETS: 
UnlBstrk:ted Net As.wt, 

Total NetAasela 

The accompanying notes are. an integ~ part of lhls statement. 18 

EXHIBIT A-11 

Self·lnswanc:e 
Fund 

s 122.592 
10,934 

133,526 
s 133,528 

s 207 
w 

s 207 

• 133.319 
s i33~19 
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SAN LORENZO UNIFIED SCHOOL DISTRICT 
STATEMENT OF REVENUES, EXPENSES, AND CHANGES 
IN FUND NET AS8ETs • INTERNAi. SERVICE FUND 
YS4R ENDED JUNE 30, 2003 

Operating Expanses: 
Cert/fk:ated Pet30llnel SalBtiff 

Total Expenses · 

Income (Loss) befo:e Conb!bullons.and Transfers 

lntelfund Transftm1 In 

Change in Net.Assets 

Tatel NetAslels • Beghmg_ 
Tola! NetAsseta • Ending 

The accompanying notes are an Integral part of this statement. 19 

EXHIBIT A-12 

Self-Insurance 
Fund 

s 88,811 
68,811 

335.837 
335,837 

(267.226) 

400,000 

132,774 

515 
$ 133~~9 

-
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SAN LORENZO UNIFIED SCHOOL DISTRICT EXHIBIT A-9 SAN LORENZO UNIFIED SCHOOL DISTRICT EXH.IBITMO 
SPECIAL RESERVE FIJND FOR CAPITAL Ou.TI.AV PROJECTS FINANCING CORPORAnON 
CAPITAL PROJECTS FIJND DEBT SERVICE FUND 
BUDGETARY COMPARISON SOHEDIJLE BIJDGETARY COMPARISON SCHEDULE 

( 
YEAR ENDED JIJNE 30, 2003 ( YEAR ENDED J~ 30, 2003 

Variance wllh Variance wllh 
Flnal Budget 

@P~ 
Final Budget ·lild~ PoelUve . Posffive 

Actual (Negative) Aclual (Neqalive) Revenues: Revenues: 
Other Local Revenue $ 500,000 $ 101,500 $ 142,418 $ 40.918 Other Local Revenue $ 0 $ 0 $ 1,573,032 $ 1.573,032 To,al Revenues iffiil.ooo 101,500 142A18 ati,818 Tqtal Revenues 0 0 1.573,032 1;il73,03~ 

Expendffures: Expendlturet; 
Classified Salarfss 0 3,771 3,770 1 Debt S«vlcs 
Employee Benefits 0 584 581 3 PrlnclpsJ 455.000 455,000 455,000 0 Books s,ntl Suppllss 114,267 2,096,732 2,082,537 14,195 Interest 408,740 408,740 408,740 0 Satvicas and Other Outlay 15,474 .848,828 761,Bl!O 87,138 Tobi! Expenditures 863,740 863.'140 ~.740 ij 
cap/tel OUtJay 2,171,283 2,187,677 1,220,832 846,745 

Elccaas (Deflcleney) d Revenues DsbtSeMc&: 
Prlnclpat 128,450 298,722 298,721 1 OVer (Under) Elcpendibns (883,740) (883,740) 709,282 1.073.032 TQ1al E,cpendllures 2;;i2f .474 5,416,314 4,368]31 1,ii4ii,083 

Net Change In Fl.!lld Balance (883,740) (883,740) 709.282 1,073~2 Excess (l)ellc;lency) of Revenues 
Ov:er (U!'l(ler) Expenditures (1,927.474) (5,314.814) (4,225,813) 1,089,001 Fund Bmai,ce, July 1 8,353,755 8.353,755 8,353,755 0 Fund Balance, June 30 $ 8,490,015 $ 8.490015 $ iiJ,063,047 $ 1.lfl3.032 Other Financing Sources (Uses): 
Opef!IUIJ(J T/811Sfers In 2,040,000 4,739,018 4,739,838 818 
Operating T!'llnsfets Out (338,835) (1,641,138) (1,843, 135) - (1,999) 
9/herS~. 0 1,540,000 1,429,624 (110.3781 

Total. Other Flnam:ing Sources (Uses) 1,703,165 4,637,082 4.526,425 ( (111,457 

Netql:lange In Fund~ . (224.309) (676,932) 300,612 977,544 

FUl)d Balance, July 1 4,792,450 4,792,450 4,792,450 0 
Fund Balance, Jw:ie 30 $ 4,566,141 $ 4,11fl;!i18 $ !.ffil3,062 $ 977~ 

The accompanying notes are an Integral part of this statement. 16 The ~mpanylng notes are an. lo.tewal part of this. statemenL 17 



SAN LORENZO UNIFIED $CHOOL DISTRICT EXHIBITA,a 
SAN LORENZO UNIFIED SCHOOL DISTRICT EXHIBIT A-7 SU/LO/NG FUND 
GENERAL FUND CAPITAL PROJECTS FUND 
BUDGETARY COMPARISON SCHEDULE BUOGETARYCOMPARISON SCHEDULE 
YEAR ENDED JUNE 30, 2003 YEAR ENDED JUNE 30; 2003 

Variance with Variance with. 
Final Budget 

Budaeted Amounts 
Final Budget 

~Amallnls PoliUva 
Positive Orig Final Actual (Neaallve) 

Otlglnal Final Actual (Negative) Revenues: 
Revenues: Other l..ocal Revenue $ 1.425,000 $ 1.475,000 $ 1.357,152 $ (117.848) 

Revenue Umlt Sources: Total R9'(enues 1;.125,000 1~15,ooo 1,357,152 11t1,1!48i 
Stale ApJ)O(ilonmenl5 $ 31,318,054 s 29,627,243 $ 30,165,430 $ 538,187 
Local Source• 21,532,813 23,888,786 23,356,727 (532,059) Expendlturas: 

Federal Reven!}&. 3,m,84o 4,475,144 4,168,828 (308,518) Books end SUppl/e$ 20,200 3,227 841 2,588 
Other State Revenue 14,ae0,784 12,927,580 12,740,422 (187,158) Services and other Outlay 21,971 145,175 145,244 (69) 
Other Local Revenue 8,106,643 9,853,384 7,816,251 (1,837,133) Debt Sef11ice: 

Total Revenues ni.595,934 80,572,137 78,245,456 (2,326,681) Pnnclpa/ 503,874 503,674 503,874 0 
Interest 829,399 684,949 684,949 0 

Expenditures: Total Ellpendilures 1,375;244 1]37,025 1,334,508 2,~7 
Certificated SallllfQ 41,123,512 41,763,027 41,368,891 396,136 
Clsssilled Sa!arles 11,113,810 11,489,173 11,166,543 322,630 Eiccess (Defldency) of Rllvenuel 
Enpoyee Benefit• 12,078,298 12.738,733 12,574,281 184,472 Over (Under) Elcpencifl.res 49,756 137,975 22,644 i115,331) 
Book$ and SUppl1es 4,573,625 5,477,314 3,521,181 1,956,133 
Se,vlces end Other Operating &pend/lunl3 8,463,662 8,448,822 7,731,972 714,650 Other Financing Sources~: 
Cap/ts/ Outlay 342,716 60,989 40,358 20,631 9/)etating Transfers In 0 3,363 3,374 11 
OtherOulgo 937,960 1,118,102 1,021,710 96,392 Operating Trans/era Out (2.585,592) (3, 182,800) (3, 182,800) 0 .. 

Total Expenditures 78,633,583 81,093,960 77,422,916 3,671,044 Other Sources lt.ffi:g; (3,~ 2,884,715 6,067,515 
Total Other Flnandng Sources (Uses) (294,711) 6.(167,526 

Eltcess {Deficiency) of Revenues 
(6. 

Over (Under) Expenditures 982,351 (521,823) 822,540 . (5,997, 7251 Net Change in Fund Balance (5,075,836) (6,224.282) (272,067) . 5,952,195 

Other Financing Sources (Uses): Fund~July1 368,489 388,489 368,489 0 
Operating Transfers In 0 900,918 1,296,8S9 395,971 Fund Balance, June 30 $ (4.707,347) $ 15.855773) $ 96,4i!l! $ 5,95g,195 
Operating Transfers Out (!16,270) (400,000l (400,000) 0 

Total Other Financing Sources (Uses) (71tl,270) 500,918 896,889 395,971 

Net Qhange In Fund Balance 246.081 (20.905) 1,719,429 (5,601 ,754) 

Fund Balence, July 1 3,692,972 3,692,972 0 
Fund Balance, June 30 s 3,67g,067 $ · 5,41M!l1 $ 15.601, 754) 



SAN LORENZO UNIFIED SCHOOL DISTRICT 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 
IN FUND BALANCES- GOVERNMENTAL FUNDS 
YEAR ENDED JUNE 30, 2003 

Revenues: 
Revenue Umil Sources: 

Stale Apporlionmellls 
Local Sources 

Federal Revenua 
Olhflf State Revenue 
Other LDcal R9Vlllllle 

Total Revenues 

Expenditures: 
Certllicaled Salatfss 
Classified Salaries 
Employea Benefits 
Books and Supplles 
Services and 0/herOuUay 
Cspi/al Outlay 
Olhet OU/,go 
Debt Sentice: 

Principal 
lnleresl 
Tola! Expenditures 

Excess (Deficiency) of Revenues 
Over (Under) Expendiures 

Other Financing Sources (Uses): 
Operal/ng Transfe,s In 
Operal/ng Transfers Out 
Other Sources 

Tolal Oiher Financing Sources (Uses) 

Net Change in Fund Balance 

Fund Balance, Julyt 
Fund Balance, June 30 

1be accompanying notes are an Integral part of this statement • 

.. ... 

$ 

$ 

General 
Fund 

30,165,430 $ 
23,356,727 
4,166,626 

:12,740,422 
'7.816,251 

78,245,456 

41,366,891 
11,166.543 
12,574,261 
3,521,181 
7,731,972 

40,358 
1,021,710 

0 
0 

77,422,916 

822,540 

1,296,889 
(400,000) 

0 
896,889 

1,719,429 

·a.&92.972 
5.412.401 s 

Blli!dlng 
Fund 

0 $ 
0 
0 
0 

1,357,152 
1,357,152 

0 
0 
0 

641 
145,244 

0 
() 

503,674 
.684,949 

1,334,508 

22,644 

3,374 
(3, 182,600) 
2,884,715 
(294,711! 

(272,067) 

368,489 
96.422 $ 

12 

EXHIBITA-5 

Special 
Reserve 
. (Capital Financing Olhet Total 
Projecls) Corporallon Governmental Govenwe,dal 

Fund Fund Fundli Funds 

0 $ 0 $ 1,441,767 $ 31,607,187 
0 0 0 23,356,727 
0 0 1,376,199 5;542.1125 
0 0 689,2119 13,429,721 

142,418 1,573,032 3,453,041 14.341,1194 
i4Z418 1:ffi.032 6,iiilii;296 88..278.354 

0 0 959,108 42,325.999 
3,770 0 1,827,319 12,997,632 

581 0 668,227 13,143.069 
2,082,537 0 1,650,264 7,254,623 

761,690 0 352,968 8,991,674 
1,220,932 0 716,117 1,976.407 

0 0 264.7.76 1,286,486 

298,721 455,000 0 1,257,395 
0 408,740 0 1,093,689 

4,368,231 883,740 6,337,779 90,327,174 

(4,225,813) 709,292 822,517 !2,048,820! 

4,739,936 0 370,000 6.410,199 
(1,643, 135) 0 (1,584,264) (6,810,199) 
1,429,624 0 0 4,314.3311 
4,526,425 0 !1,214,264J 3,914.339 

300,612 709,292 (591,747) 1,885,519 

4,792,450 4,671,431 22,879.»97 
5.093.062 $ 4.079,IS34 .$ 24 744.616 

... 



SAN LORENZO UNIFIED SCHOOL DISTRICT 
BALANCE SHEET- GOVERNMENTAL FUNDS 
JUNE 30, 2003 

ASSETS: 
.Cash In County Treasury $ 
Cash In RavoMng Fund 
Cash with e Fiscel Agantrrrustee 
lnveslmants 
Acoounts RflCflillable 
Due from GrantorGovemments 
Due from Other Funds 
Slams lnventotfes 

TolalAssels $ 

LIABIUTIES AND FUND BALANCE.: 
Uabllllles: 

Accounts Payable $ 
Due to Grantor Govammants 
Due to Other Funds 
Deferred Revenue 

Total Uabllilies 

Fund Balance: 
Reserved for: 

Revolving Cash 
Stores 
Legally Restticted 

Designated for Economic UncertalnUes 
Deslgnaled for Debt Service 
Olher Deslgnet!ons 
Undes!gnated 
Unreserved, reported In nonmaJor: 

Sper:Jat Revenue Funds 
Capital Projects Funds 

Total Fund Balance 

Total liabllitles end Fund Balances $ 

The acc:ompenylng noles are an Integral part of lhls stalamenL 

i 
§ 

I 
I 
rJ 
!'l 

l 
11 
::,. 

a 
i 

i 
~ 

::! 

r 

General 
Fund 

1,812,113 
35,000 

.o 
0 

875,885 
3,755,271 
2.476,445 

173.889 
9,1~8,603 

3,274,029 
58,323 
50,000 

333,850 
3,716,202 

35,000 
173,889. 
923,611 

2,334,687 

1,920,041 
25,173 

0 
0 

5,412.401 

9.128,603 

Building 
Fund 

$ 3,198,182 $ 
0 
0 
0 

81,060 
0 
0 
0 

$ 3,279,222 $ 

$ 0 $ 
0 

3,182,800 
0 

~800 

96,422 

0 
0 

96,422 

$ 3.270,222 $' 

10 

EXHIBITA-3 

Special 
Reserve 
(Cepltel flnanclng Olher TOlal 
Projects) Colporallon Governmental Govemmenlal 

Fund Fund Funds Funds 

1,458.SOB $ 0 $ 3,485,784 $ 9,954,967 
0 0 0 35,000 

755,386 0 0 755.388 
0 10,(163,o47 0 10,063.(147 

6,691 0 443,086 1,406,722 
.0 0 174,048 3,929,319 

3,182,800 0 50,000 5,709.245 
0 0 97J597 271.486 

. ~3,767 $, 11>,063,047 s 4260,516 s. ______l_2.126i154 

306,486 s 0 $ 49,680 $ 3,630,195 
0 0 0 58.323 

4,219 0 42,366 3,279,385 
0 0 78,785 412.1136 

310,705_ _O 1711,831 _I,380,538 

35,000 
97,597 271.486 

923,611 
2,334,687 

10,063,047 10,(163.047 
1,920,041 

5,093,052 5,214,657 
0 

0 0 3,538,396 3,538,386 
0 0 443,691 443,691 

5,093,062 16,063,047 4,070,684 24,744,616 

6.403,767 s 10,063,047 J 4.2.50,515 $ __ ~~.164 

r r 
i i s i I 
; ;t 111 lml' I 
) ,, i1[ It '§ 

I 1111 it iii 1111 
i i·II f[ if~ ifl i n 11 1,1 ht 
I H if P 

ii 11 ;I 
11 1! ii ~1 iJ ~i 

... cil !.j 911 
.. :i §! 
WJ" m ,~ ~a 

!f~g!g il 1 .:i.:iil ~~~:.. 4 '!h 0>9 
~hf.>~ 1 11 Ji 

i~ .. 
f!I 
~ co 

!i!: 

t, 

I 
"" 
J 
l m 
i 

.,....,_ 

-ail (,>iii~ ... 
.P~Qo 
j:i.§::u 
lilal f<:N ... ~o 
~:i!i 
~: :!! i.om c,,jC 
1~£ !8 ...... 

~S! 
2~ 

I~ 
Ill 

ffi 
-; 

j 
t 



SAN LORENZO UNIFIED SCHOOL DISTRICT 
GOVERNMENT·WlDE STATEMENT OF NET ASSETS 

EXHIBIT A-1 

JUNE 30, 2003 

( 

; 111111 111!:r'r ·····~ i i:,,r, .. ~ 
I~ I I ij f~ ~ ~~.i- iw fl 11=8 -

Govemmenlal Buslness-Twe i. ·ca e a~ i '"i~ 5 ""rJ Acllvftles AdMtles Total 
ASSETS: .. 
Gash in County TINSUly $ 10,867,927 $ $ 10,867,927 11 Investments 10,063,047 10.063,047 ococoo 0 0 

[ Accounts RIIC8Mlble 5,346,975 5,346,975 11 ft 
Internal 8alsnces 2,429,860 2,429,860 
Sto,es tnvrmtorfes 271,486 271,488 p Capital Assets: 

Ltmd 1,388,301 1,388,301 .. .. lrnptT;Neme11t al sites 6,560,124 8,560,124 I Sul/dings 61.971,764 61,971,764 
Equipnl8llt 5,418,EISS s,41a;555 

It 
I 

Iii Ill 11111°11° 
.... ] nw•"] I~ 

l.ess accumulated deJl(fJdallon {29, 168.241) (29.166.241) ii Total Assets 75,151,698 0 75,151,898 ~ -_i::i ! g ... la 
UABlUTIES: 
Accounts Payable 3,6118,725 3,688,725 .. 
Deferred Revanues 412,635 412,635 

·I Ncncwrent Uabllitles: 

I Due within one year 2,193,636 2,193,636 
Oue In IIIOI& than one year 15,499,711 15,499,711 ~ 'I' ,~i s,,~~o r .... ] I 

Total Llablf111e3 21,794,707 ·o 21,794,'10'1 ,11 I ii!~-; I!§ i l ,j NET ASSETS I u Invested In cap11a1 Assets, Net of Related Debt 29,705,588 29,705,588 

1t f .. 
Restrtcted For: 0 ... 

Debt SelVice 10,063,047 10.()63,047 e 
I!! l {o! JU ouooo ..... 000001 I s I Capital Projects 5,633,175 5.633,175 ll i;; 

Educational Programs 1,141,680 1.141,660 i ; - 18 ,.,~ dilf J l O~r purposes (expandable) 6,813,703 6,813,703 J0 - - '<ti 
Unresir!cted 0 0 
Total Nat Assets $ · 53~5'7,191 s 0 $ 53,357,1111 .. .. 

1hu111
1
f1j 11 ~I!•( Iii i!l-"

0 !&0 

•••··~ I t.ig !! r~tii i1 - 1 1u· I u·· ·~ p ws I J!MUJJJ l)l .. u 

ii f l I a I 
sii ! I f I fl ill 'IH td ! I b I I 
fil!~ '!I 

t;! l 
1 

IU 111hHtlnUlll;lf nui1u ~ 
Ii 
; 

( h~ I \ 

1 The accompanying notes are an Integral part of this staten,ent. B 
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Contacting the S~hOQI District's Flnanclal Management 

The financial report is designed to provide citizens, taxpayers, Investors and creditors with an 
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 additional financial information, please 
contact Business Services, San Lorenzo Unified School District, 15510 Usher Street, San 
Lorenzo, CA 94580 or call 510-317-4641. 

Basic Financial Statements 



SAN LORENZO UNll'IED SCHOOL DISllllCT 
MANAoeMaMT DISCUSSION AND AIIALYSIS, CONTINUl!S 
FOR YEAR ENDED JUNE 30, 2003 

Note: Since the 2002-2003 fiscal year is the first year for reporting under GASS 34, a comparison 
of fiscal year 2002-2002 to fiscal year 2002-2003 was not possible. 

Analysis of the District's. Financial Position 

The District's major funds are accounted for using ttie modified accrual basis of accounting. AIJ 
Govern.mental Funds had total revenues of $90.5 million and expenditures of $88.4 million. The 
increase in net assets of $3.9 million was established in order to protect the District against future 
state budget reductions. Over 90% of the Increase in net assets resulted from differences. In 
revenues and expenses for restricted fu_nds and was accompanied by the transfer of available 
res.tricted balances to the unrestricted portion of the G.eneral Fund where allowed. 

Qt:1ven11t:1s 

r.h .. rnes for sen,ir-"'s 

Table2 
Statement of Activities 

(In MHiions) 

Governmental 
Activities 

s; 34 
FedAr,:,I <1nri at .. t .. catonnrir-"'I ""'"ntg 220 

Geno,.../ Revan110<> 

Proaerh, tax<> .. 22.A 
State formula aid ~5.4 

Other 7.1 

Total Revenues S:90.5 

Instruction !1:1':1':.4 

ln<:tn ,r.tfon-relat<>ri 9.B 
Student suanort services 7.9 
General administration 4.6 

Plant services 7.9 
Other <in 

Total Exoenses $88.4 

Excess {deficiency) 2.1 

Soecial item 
lncrease/(decrease) In Net Assets Si 2.1 

5. 

Business-
Type 

Activities Total 

!!: 34 
??.O 

?? R 

3!'i.4 

7.1 

so.o !t!ln,5 

!tl':F. A. 

9.6 
7.9 

4.6 

7.9 
~n 

$0.0 !ts:18.4 

2.1 

s:o.o 9: 21 

SAN Loll!NZO UNIFIEO SCllooL DISnucr . 
MANAGm,v,r DISC!IISIOH AND ANALYSIS, CONnNUU 
FOR Yl!AR EfmEO JUNll 30, 2003 . 

Note: Since the 2002-2003 fJscal year is.the first year for reporting under GASS 34, a comparison 
of fiscal year 2001-2002 to fiscal year 2002·2003 was not possibl.e. 

Analysis of Balan~s of Individual Funds 

Each fund of the District el'l.ded the 2002-2003 fiscal year with a positive balance. The General 
Fund maintained a reserve for economic uncertainties at 3% of Gene,ral Fund expenditures, In 
accordance with state statutes. 

Analysis. of Budget 

The District's budget is prepared based on accounting for certain transactions on a basis of cash 
receipts, disbursements and encumbrances. The most significant budgeted fund is the General 
Fund. ' 

For the General Fund, the actual revenue for 2002-2003 was $78.25 million, a decre,ase of $1.0 
million from the original budget of $79.04 million. The decrease was primarily due to state ~udget 
reductions. The District took necessary actions during the fiscal ye.arto reduce expenditures as 
a result of the state budget reductions. Total actual expenditures for the General Fund were 
$n .4 minion, $.8 million below total revenue. Expenditures were brought below the. revenue level 
In order to offset thef mpact of adcfrtionaJ state budget cuts anticipated for fiscal year 2004. 

Significant Activity of Capital Assets and Long-Tenn Lfabllltles 

Capital Assets 
Capital assets Include land, building, Improvements of sites and equipmen_t, less accumulated 
depreciation. 

Net capital assets Increased by $0.84 million (1.9%), from $45.33 million to $46.17 million during 
the fiscal year ending June 30, 2003. 

long-Term Liabjlities 
Long-term liabilities include payables for Certificates of Participation, capital leases, compensated 
absences and other post-employment benefits. 

Long-term liabilities increased by $0.23 million (1.4%), from $16.96 million to $17.08 million 
during the fiscal year ending June 30, 2003. 



SAN LOA!NZO UNIFIED SCKODi DIS'llHC'I' 
MAflAQEMl!HT DIICUSSION AND ANAl.vsu,, CQH'TINUl!S 
FOR Yl!AR ENDl!D JUNE 30, 2003 

The General Fund, the Building Fund, the Capital Facilities Fund and the Financing Corporation 
Fund are the most significant funds for the District 

The full annual financial report is a product of three separate parts: the basic financial 
statements, supplementary information, and the Management Discussion and Analysis. The 
three sections together provide a comprehensive overview of the District. The basic financials 
are comprised of two kinds of statements that present financial information from different 
perspectives, District-wide and by Funds. 

statement of Net Assets and Statements of Activities: While this document contains the large 
number of Funds used by the District to provide programs and activities, the view of the District 
as a whole looks at all financial transactions. These statements include all assets and liabilities 
using the accrual basis of accounting, 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 assets and changes in those assets. The net a~et 
is one way of measuring the District's financial position. Increases or decreases in the net assets 
are one Indicator of whether Its financial health is improving or deteriorating. The causes of the 
change may be the result of non-financla~ factors as well as financial factors. Non-financial 
factors include the District's property tax base, current property tax laws, required educational 
programs and other factors. 

In the Statement of Net Assets and the Statement of Activities, finances are divided into the 
following: 

Governmental Activities - Most of the District's programs ar:id services reported 
here include regular and special education, pupil transportation, operations and 
maintenance, food services, and administration. Property taxes and state aid 
finance most of these activities. 

Business-type Activities - In some cases, districts charge fees to cover the costs 
of certain services it provides. However, San Lorenzo Unified School District has 
no program, services, or activities in this area. 

Reporting the District's Most Significant Funds 

Fund Financial statements: Fund financial reports provide information on the District's major 
Funds. The District uses Funds to account for all financial transactions. The District's major 
Funds include: the General Fund, Special Revenue Funds, and Capital Projects Funds. The 
Special Revenue Funds include: Adult Education Fund, Child Development fund, Cafeteria 
Special Revenue Fund, Deferred Maintenance Fund and Special Reserve for Other Than Capital 
Outlay Fund. The Capital Projects Funds include: Building Fund, Capital Facilities Fund, and the 
Special Reserve for Capital Outlay Fund. 

Governmental Fund: The District's activities are reported in the Governmental Fund. It focuses 
on how money flows In and out of the District and the balance at year-end available for future 
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MAIIACEt,aENT DISCUSSION AND AIIAI.YSII, CONTINUES 

FOA YEAR ENDED JUNE 30, 2003 

periods. These funds are reported using the modified accrual accounting method, which 
measures cash and other financial assets that can readily be converted to cash. The 
Governmental Fund statements provide a short-term view of the District's general operations and 
the basic services it provides. The relationship ( or differences) between Gov em mental activities 
(reporting in the Statement of Net Assets and Statement of Activities) and Governmental Funds 
is reconciled in the financial statements. 

Proprietary Fund - Services for which the District charges a fee are generally reported In 
proprietary funds. Districts may choose to operate the Cafeteria Fund as a proprietary fund; 
however, the San Lorenzo Unified School District operates the Cafeteria Fund as a 
Governmental Fund. 

Fiduciary Funds - The District is the trustee, or fiduciary, for assets that belong to others, such 
as the student body funds. The District Is responsible for ensuring that the assets reported in 
these funds are used only for their intended purposes and by those to whom the assets belong. 
All of the District's fiduciary activities are reported in a separate statement of fiduciary net assets 
and a statement of changes in fiduciary net assets. We exclude these activities from the District
wide financial statement because the District cannot use these assets to finance Its operations. 

ASSETS 

Current and Other Assets 

Capital Assets 

Total Assets 

LIABILITIES 

Long-Term Liabilities 

Other Liabilities 

Total Liabilities 

NET ASSETS 

Invested in Capital Assets Net of Debt 

Restricted 

Unrestricted 

Total Net Assets 

Table 1 
Net Assets 
(In Millions) 

Governmcrntnl 
Activities 

$29.0 

46.2 

$75.2 

$17.6 

4.1 

$21.7 

$30.2 

23.7 

(0.5) 

$53.4 

Business-
Type 

Activities Total 

$29.0 

46.2 

$0.0 $75.2 

$17.6 

4.1 

$0.0 $21.7 

$30.2 

23.7 

(0.5) 

$0.0 $53.4 
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BOHREN AND COMPANY, An Accountancy Corporation 
1350 Arnold Drive, Suite 200, Martinez, CA 94553 

Independent Audl~rs· Report on Flnancl1l Statements 

B.oard of Trustees 
San Lorenzo Un!fled SchOOI District 
15510 Usher Street 
San Lorenzo, Callfomia 94580-1641 

MemblllS of the Board of Trustees: 

We have aucfrted lhe accompanying financial statements of the governmental acllvlt!es, each major fund, end 
.the aggregate remaining fund Information of San Lorenzo Unified School District as of !i!nd for lhe year ended 
June 30, 2003, which coUectlveJy comprise the District's basic financial statements as listed In thE! table or 
contents. These financial statements are the respon$1blllty of San Lorenzo Unlfled School Dislricfs 
managemenL Our responslbillty Is to exp~ opinions on lhese financial statements based on our audit 

We conducted our audit in accordance wilJI. audlUng standards generally accepted in lhe United States of 
America and the standards applicable to ftnanclal audits contained In GOVERNMENT AUDITTNG STANDARDS, 
Jssued by the Comptroller General of the Unf!Eld States. Those standards require that we plan and pelfonn Ille 
audit to obtain reasonable assurance about Whether the financial statements are free of material misstatement. 
An audit Includes examining, on a test basis, evidence supporting the amounls and disclosures. lo the financial 
statements. An audit also Includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluaDng lhe overall financial statement presentation. We believe that our audlt 
provides.a reasonable basis for our opinions. ' 

In our opinion, the financlal statements referred to ~bove present fairly, In all material respects, the respec:tive 
financial posiHon of the governmental acUviHes, each major fund,.and lhe aggregate remaining fund lnforma!lon 
of San Lorenzo Unified School District as of June 30, 2003, and the respecllve changes In financial position 
and cash flows, Where appffcable, thereof for the year then ended In conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with GOVERNMENT AUDITING STANDARDS, we have also Issued our report dated November 
14, 2003, on our conslde.rallon of san Lorenzo Unlfied School District's Internal c.ontrol over financial reporting. 
and our tests of Its compliance with certain provisions of laws, regulations, contracts and grants. That report 
Is an Integral part of an audit performed I!" accordance with GOVERNMENT AUDITING STANDARDS and should 
be read In conjunction with this report In considering the results of our audlL 

The Management's Discussion and Analysis and the budgetary Information Identified as Required 
Supplementary lnformaUon in the table of contents are not a required part of the basic financial statements but 
are supplementary information requ!red by accounting principles generally accepted In the United States. of 
America. Wa have appffed certain. limited procedures, which consisted princlpally of Inquiries of management 
regarding lhe methods of measurement and presentelfon of the supplemental information. However, we did not 
audit the Information and express no opinion on It 

Our .audit was performed for the purpose of forming opinions on the financial statements which collectively 
comprise the San Lorenzo Unlfled School District's basic financial statements. The accompany(ng schedule or 
expenditures of federal awards required by U. S. Office of Management and Budget Circular A-133, AUDITS 
OF STATES, LOCAL GOVERNMENTS AND NON·PROFIT ORGANIZATIONS and the combining financial 
statements and supporting schedules listed In the table of contents are presented for purposes of addlllonal 
analysis and are not a required part af the basic financial statements. This Information has been subjected to 
the auditing procedures applied in the audit of the basic financial statements and, In our opinion, Is fairly i;tated 
in all material respects in relation lo the basic flnanclal statements taken as a whole. 

~!;y~ 
An Accountancy Corporation 
November 14, 2003 

SAN lORENZI UNIRED SCHGOL DISlBICT 
15518 llltrllrl1t 

Siil llrt1Zt,Cll4110 
51U11AIII 

Management's Discussion and Analysis for Fiscal Year Ended June 30, 2003 

Ttie discussion and analysis of San Lorenzo Unified School District's financial l)!arformance 
prQvide an overview of the District's financial activities for the fiscal year endE!d June 30, 
2003. 

District Highlights 

Academic achievement, as measured bythe State.Academic Performance Index (APl), Increased 
District-wide from a score of 652 to 677. API rose in 12 of 13 schools with reported scores. No 
scores were reported for Royal Sunset (Continuation) High School or San Lorenzo High School. 

The District's eLeaming program, with more thari 3,000 laptop computers distributed to students 
in grades 4 through 12, gained significant service improvements through 48 additional teachers 
completing the 40 hour. "Intel Teach to the Future" technology integration program. 

California High School Exit Exam (CAHSEE) perfom,ance Improved for 2003, as the percent of 
students passing the test in English-Language Arts increased from 44% in. 2002 to 67% in 2003 
and the percentage of students passing the mathematics test increased from 27% in 2002 to 
46%in2003. . 

The attendance rate continued to be well below average for· comparable school districts in 
Alameda County. The District's attendance rate for fiscal year 2003 was 93 .8%, more than 1 o/o 
below the county average of 95%. 

The District ended the 2002-2003 fiscal year with a reserve for economic uncertainties that was· 
above the 3% level normally required by the state. Whie the state enacted midyear.legislation 
to allow school districts to drop below this level for a temporary period of time, the District was 
able to maintain the 3% level in an attempt to safeguard against further state budget reductions. 

Description of Financial Statements 

This annual report consists of a series of financial statements and notes to those statements. 
The statements are organized so the reader can understand San Lorenzo Unified School 
District's finance as a whole. The statements also provide a detailed look at specific financial 
activities. 

The Statement of Net Assets and Activities provides information about the activities of the whole 
school district. It presents both an aggregate view of the District's finances and a longer term 
view of those finances. For governmental funds, these statements te.11 tiow services were 
financed in the short-term and what remains for future spending. The statements also look at the 
District's most significant funds with all other non major funds presented in total in one column. 
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District:San Loren1t Unified School District 
lfax and Revenue Anticipation Notes 

EXHIBIT I 
JD-\CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash • "' • :JI ;JI ;tB " JI • p Ill 1,! • 
Receipts 

Revenue Limit: Property Tax 102,794 19,956 518,000 113,265 479,902 3,426,341 9,181,767 200,000 400,000 8,800,000 400,000 156,775 ~ 
Revenue Limit: State Aid 1,884,488 3,437,014 2,359,123 2,359,123 2,359,123 2,359,123 2,359,123 4,800,000 1,700,000 1,700,000 1,701,955 0 ;JI 
Other Receipts 3,554,754 1,256,899 1,254,523 2,621,492 1,907,532 2,970,714 2,240,624 2,230,141 2,200,000 1,800,000 1,800,000 1,535,500 • Note Proceeds 4,023,442 0 0 0 0 0 0 0 0 0 0 36,391 i,J 
Total Receipts 911 ,,. • l!l'I iii Ill • ~ ,11) ») ~ ., 811 

Disbursements 

Salaries and Benefits 1,343,540 1,236,253 5,118,071 5,247,929 5,346,884 1,243,061 9,311,352 5,600,000 5,700,000 5,700,000 5,700,000 11,516,348 ffl 
Other Disbursements L;277,897 820,427 1,331,737 1,311,891 1,588,006 2,354,688 2,444,240 800,000 200,000 200,000 200,000 890,757 • Note Payment Pledge 0 0 0 0 0 0 1,600,000 0 0 1,600,000 859,833 0 i,J 
Total Disbursements • ;JI 118 Ill 118 JD JI fll) :ID ;(I) !JI p "' 

Net Increaseillecrease J!I ;JI (;JJ (II (II ,a JI II (D jJI) (;ti <• (I 

Ending Cash • • • JI p • • • • Ill 1,! ;\II • 
EXHIBIT II 
IIPROJECTED CASHFLOW 
GENERAL FUND 

July August September October November December January February March April May June Total 
Beginning Cash • ff6 ,1fi :Ji ;!IJ JD HD l!B ~ IJB • • • 
Receipts 

Revenue Limit: Property Tax 100,000 0 400,000 100,000 600,000 3,400,000 9,200,000 200,000 400,000 8,800,000 400,000 198,800 ~ 
Revenue Limit: State Aid 2,000,000 3,500,000 2,250,000 2,250,000 2,250,000 2,250,000 2,250,000 4,091,814 1,750,000 1,750,000 1,750,000 0 " Other Receipts 3,400,000 2,700,000 1,400,000 1,783,050 1,400,000 2,000,000 2,200,000 2,200,000 2,200,000 1,800,000 1,800,000 2,086,104 p 
Note Proceeds 4,052,573 0 0 0 0 0 0 0 0 0 0 67,094 -Total Receipts 91 IID ,i jJI jJ) ;(I) ») "' ,1J) ») ~ ;i,i • 

Disbursements 

Salaries and Benefits 1,400,000 1,400,000 5,400,000 5,400,000 5,400,000 1,400,000 9,400,000 5,400,000 5,400,000 5,400,000 5,400,000 11,756,633 116 
Other Disbursements 1,400,000 1,300,000 1,300,000 2,850,000 600,000 1,000,000 1,800,000 600,000 300,000 300,000 600,000 706,960 • Note Payment Pledge 0 0 0 0 0 0 1,600,000 0 0 1,600,000 919,667 0 -Total Disbursements ;llJ i!D Ill) !JI j'JD ;JD ~ j'JD :Ill ~ jJJ 1B ftl 

Net Increaseillecrease !Ji ~ (;ti (!JI (- ;JI fD • (D :Ill (;lJ (JJI gll 

Ending Cash ff6 lli !! ;!IJ JD HD • lJI IJB • • II II 



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer of restricted fund monies, see "THE NOTES - Other District Funds" herein. 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
Other District Funds 

Special Revenue Funds 
Adult Education 
Cafeteria 
Child Development 
Deferred Maintenance 
Special Reserve 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
Financing Corporation 
Special Reserve (Capital) 
State School Building Fund 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

(a) 

(b) 

(c) 

Audited Financial Statement. 
Second Interim Report adopted on March 16, 2004. 
The District. 

Cash Flows 

June 30, 2003, 
Balance<•l 

$ 16,878 
623,063 

0 
2,759,341 

236,711 
3,635,993 

96,422 
443,691 

10,063,047 
5,093,062 

0 
15,696,222 

$19,332,215 

June 30, 2004, 
Estimated Balance(bl 

$ 150,988 
239,682 

10,499 
1,778,452 

240,808 
2,420,429 

541 
185,953 

3,820,078 
0 

4,006,572 

$ 6,427,001 

June 30, 2005, 
Estimated Balance<c) 

$ 150,988 
239,682 

0 
1,778,452 

240,808 
2,409,930 

0 
185,953 

0 
3,820,078 

0 
4,006,031 

$ 6,415,961 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 
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Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $4,000,000 tax and revenue anticipation 
notes due June 30, 2004. The notes are general obligations of the District, secured and payable from general 
fund revenues received during or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "SAN LORENZO 
UNIFIED SCHOOL DISTRICT - Excerpts from Audited Financial Statements, June 30, 2003." 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.12 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July l, 2004 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 
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$ 1,554,083 

78,979,435 

(75,913,593) 

$ 4,619,925 

$ 4,119,667 

1.12: 1 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balance 

Actuals Actuals Actuals 
2000/01 (a) 2001/02 (a) 2002/03 (a) 

Revenues 

Revenue Limit Sources: 

State Aid $28,435,053 $29, 709, 718 $30,165,430 

Property Taxes 20,891,229 22,530,173 23,356,727 

Federal Revenue 2,559,826 3,194,812 4,166,626 

Other State Revenue 15,234,908 14,293,478 12,740,422 

Other Local Revenue 6,328,198 6,878,546 7,816,251 

Total Revenues 73,449,214 76,606,727 78,245,456 

Expenditures 

Certificated Salaries 39,661,422 40,963,175 41,366,891 

Classified Salaries 10,846,506 11,221,130 11,166,543 

Employee Benefits 11,415,104 12,089,726 12,574,261 

Books and Supplies 3,181,028 4,853,844 3,521,181 

Services, Other Operating Expenses 6,870,041 7,436,581 7,731,972 

Capital Outlay 269,353 181,933 40,358 

Other Outgo 0 1,324,219 1,021,710 

Total Expenditures 72,243,454 78,070,608 77,422,916 

Other Financing Sources/(Uses) 

Interfund Transfers In I Other Sources 272,995 1,166,471 1,296,889 

Interfund Transfers Out I Other Uses (2,546,684) (1,042,236) (400,000) 

Total Other Financing Sources/(Uses) (2,273,689) 124,235 896,889 

Excess of Revenues Over (Under) Expenditures (1,067,929) (1,339,646) 1,719,429 

Beginning Fund Balance 6,100,548 5,032,619 3,692,973 

Ending Fund Balance $ 5,032,619 $3,692,973 $ 5,412,402 

(a) Audited Financial Statements. 
(b) Second Interim Report adopted on March I 6, 2004. 
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Estimated Projected 
Actuals Budget 

2003/04 (b) 2004/05 (b) 

$52,817,872 $51,890,614 

4,983,715 5,001,715 

11,111,105 10,745,607 

6,338,782 6,338,782 

75,251,474 73,976,718 

40,521,538 40,569,190 

10,648,106 10,674,313 

12,393,794 12,413,130 

4,964,854 4,057,727 

7,461,954 . 7,115,279 

31,214 0 

1,134,920 1,233,954 

77,156,380 76,063,593 

407,087 383,050 

(360,499) (350,000) 

46,588 33,050 

(1,858,318) (2,053,825) 

5,412,402 3,554,084 

$ 3,554,084 $ l,500,259 



(a) 

(b) 

Fiscal Year 

2000/01 (a) 

2001/02 (a) 

2002/03 (a) 

2003/04 (b) 
2004/05(b) 

Audited Financial Statements. 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
Revenue Limit Income 

Revenue Limit Income Percent of General Fund Revenues 

$49,326,282 
52,239,891 
53,522,157 
52,817,872 
51,890,614 

67.16% 
68.19 
68.40 
70.19 
70.14 

Second Interim Report adopted on March 16, 2004. 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects no change in the number of full-time equivalent certificated and or full-time 
equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated salary 
increase for certificated employees, and a 0% negotiated salary increase for classified employees for the 
2004/05 fiscal year. Overall salaries and benefits are projected to increase by .15% in the 2004/05 fiscal year. 

(a) 

(b) 

Fiscal Year 

2000/01 (a) 

2001/02 (a) 

2002/03 {a) 

2003/04(b) 
2004/05(b) 

Audited Financial Statements. 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
Salaries and Benefits 

Salaries and Benefits Percent of General Fund Expenditures 

$61,923,032 
64,274,031 
65,107,695 
63,563,438 
63,656,633 

85.71% 
82.33 
84.09 
82.38 
83.69 

Second Interim Report adopted on March 16, 2004. 
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Labor Relations 

The District employs 609 full-time equivalent certificated and 307 full-time equivalent classified 
employees. There are three formal bargaining organizations that are active in the District. 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
Labor Relations 

Labor Organization 

California School Employees Association 
San Lorenzo Education Association 
Service Employees International Union 

(al Negotiations pending. 

Source: The District. 

Investment of District Funds 

Number of Employees 
In Organization 

235 
652 
197 

Contract Expiration Date 

June 30 2005C•l 
June 30, 2004<•) 
June 30' 2005<•1 , 

Substantially all District operating funds are held by the Alameda County Treasurer and invested 
pursuant to the County's investment policies. The County's cash management and investment program is 
generally coordinated on a "pooled" basis. See "APPENDIX C - ALAMEDA COUNTY - COUNTY 
INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of AD.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in AD.A. The District is not a basic aid district. The District has assumed AD.A. 
growth as reflected in the table above, and 0% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 
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GENERAL AND FINANCIAL INFORMATION 

Introduction 

The District provides education services to the residents of the unincorporated areas in Alameda 
County known as San Lorenzo and Ashland, and to a portion of Cherryland, an unincorporated area of 
Hayward, as well as to all of Washington Manor an area, largely residential, which is within the City of San 
Leandro. The District serves a population of approximately 73,355. 

The District operates nine elementary schools (K-5), three middle schools (6-8),two high schools (9-
12), one continuation school and one adult school. 

The District's 2003/04 pupil-teacher ratios are 25:1 for grades K-12. 

The District is governed by a Board of Education consisting of five members. Members are elected to 
four-year terms in staggered elections. The day-to-day operations are managed by a Board-appointed 
Superintendent of Schools. Arnie Glass berg has served in this capacity since August 2002. 

Average Daily Attendance 

The following table reflects the District's historical second period A.D.A. for the last four years and a 
projection for 2004/05. 

(a) 

(b) 

(c) 

SAN LORENZO UNIFIED SCHOOL DISTRICT 
Average Daily Attendance Second Period Report 

Academic Year Average Daily Attendance(•) 

2000/01 (b) 

2001/02 (b) 

2002/03 (b) 

2003/04 (c) 

2004/05 (c) 

Includes grades K-12, special education, continuation education, and opportunity schools 
Audited Financial Statements. 
Estimated - the District. 
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11,116 
I 1,244 
10,969 
10,878 

10,815 



SAN LORENZO UNIFIED SCHOOL DISTRICT 

Raymond J. Grangoff 
Clerk 

Isabel Polvorosa 
Member 

BOARD OF EDUCATION 

Norman D. Fobert 
President 

DISTRICT ADMINISTRATION 

Amie C. Glassberg 
Superintendent 

Lowell Shira 
Assistant Superintendent 
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RINCON VALLEY UNION SCHOOL,.DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30; 2003 

NOTE 15 • COMMITMENTS AND CONTINGENCIES 

State and Federal Allowances, Awards and Grants 

The District has received state and federal funds for specific purposes that are subject to 
review and audit by the granter agencies. Although such audits could geneN:1te expE!nditure 
dlsallowances under tenns of the. grants, it is believed that any required reimbursements will 
not be material. · 

NOTE 16 • SUBSEQUENT EVENT 

Tax and Revenue Anticipation Notes (TRANS) 

On July t, 2003 the District issued $3;600,000 of tax and revenue anticipation notes 
(TRANS). The notes mature on June 30, 2004. Proceeds from the notes can be drawn 
upon during the year if cash shortages arise. 

37 

-

BLANK PAGE 

38 



RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 11 - FUND BALANCES [CONCLUDED) 

A. Reseived for Restricted Programs reflects unspent program revenues that are legally 
restricted for future use. Restricted program balances at June 30, 2003 are as follows: ' 

Transportation $ 35,311 
Resig 10221 

~I $ @m 
B. D~ignations of ending fund balance as of June 30, 2003 are as follows: 

MAJOR FUNDS: 

General Fund: 
Economic Uncertainties 
Mathematics 
School Site Canyover 
Special Education 
Equipment Replacement 
Library 
Potential Mid-year Reductions 

Total 

Special Revenue • Special Reserve Fund: 
Contribution to the General Fund 

NOTE12-EMPLOYEERETIREMENTSYSTEMS 

$ 924,916 
100,000 
151,575 

35,000 
25,000 

100,000 
150000 

$ 1486491 

$ 193 000 

Qualified employees are covered under multiple-employer contributory retirement plans 
maintained by agencies of the State of California. Certificated employees are members of 
the State Teachers' Retirement System (STRS) and classified employees are members of 
the Public Employees' RE!tirement System (PERS). 

A. State Teachers' Retirement System fSTRSl 

Plan Description 

The District contributes to the State Teachers' Retirement System (STRS), a cost-sharing 
muttiple-employer public employee retirement system defined benefit pension plan 
administered by STRS. The plan provides retirement, disability, and suivivor benefits to 
plan members and beneficiaries. Benefit provisions are established by State statutes, as 
legislatively amended, within the State Teachers' Retirement Law. STRS issues a separate 
comprehensive annual financial report that includes financial statements and required 
supplementary infonnation; Copies of the STRS annual financial report may be obtained 
from thet STRS, 7667 Folsom Boulevard, Sacramento, California 95826. 

Funding Policy 

Active plan members are required to contribute 8.0% of their salary and the District is 
required to contribute an actuarially determined rate. The actuarial methods and 
assumptions used for determining the rate are those adopted by the STRS Teachers' 
Retirement Board. The required employer contribution rate for fiscal year 2002-03 was 
8.25% of annual payroll. The contribution requirements of- the plan members are 
established by State statute. The District's contributions to STRS for the fiscal years ending 
June 30, 2003, 2002, and 2001, were $747,511, $742,220, and $735,253, respectively, and 
equal 100% of the required contributions for each year. 
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RINCON VALLEY UNION SCHOOL Dl~CT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 12 • EMPLOYEE RETIREMENT SYSTEMS (CONCLUDED) 

B.. California Public Employees' Retirement System (CalPERSl 

Plan Description 

The District contributes to the School Employer Pool under the California Public Employees' 
Retirement System (CalPERS), a cost-sharing multiple-employer public employee 
retirement system defined benefit pension plan administered by CalPERS. The plan 
provides retirement and .disability benefits, annual cost-of-liVing adjustments, and death 
benefits to plan members and beneficiaries. Benefit provisions are established by State 
statutes, as legislatively amended, within the Public Employees' Retirement Law. CalPERS 
Issues a separate comprehensive annual financial report that lndudes financial statements 
and required supplementary infonnation. Copies of the CalPERS annual financial report 
may be obtained from the CalPERS Executive Office, 400 P Street, Sacramento, CA 95814. 

Funding Policy 

Active plan members are required to contribute 7.0% of tt:ielr salary, and the District is 
required to contribute an actuarially detennined rate. The actuarial methods and 
assumptions used for detennining the rate are those adopted by the CalPERS Board of 
Administration. The required employer contribution rate for fiscal year 2002-03 was 2.83%. 
The contribution _requirements of the plan members are. established by State statute. The 
District's contributions to CalPERS for the fiscal year ending June 30, 2003, 2002, and 2001, 
were $225,115, $0, and $0, respectively, and equal 100%. of the required contributions for 
each year. 

NOTE 13- ON-BEHALF PAYMENTS MADE BY THE STATE OF CALIFORNIA 

The District was the recipient of on.behalf payments made by the State of California to the 
State Teachers' Retirement System (STRS) and to the California Public Employees' 
Retirement System (CalPERS) for K·12 Education. This payment consists of state general 
fund contributions to STRS in the amount of $412,037 (4.5475% of salaries subject to 
STRS) and $2,884 to CalPERS (0.092% of salaries subject to CalPERS). 

NOTE 14-JOJNTVENTURES 

The District participates in one Joint venture under a Joint powers agreement (JPA) with the 
Redwood Empire Schools' Insurance Group (RESIG) for property & l_iability, workers' 
compensation, and dental insurance coverage. The relationship between the District and 
the JPA is such that the JPA is not a component unit of the District for financl!:11 reporting 
purposes. 

The JPA arranges for and/or provides coverage for its members, The JPA is governed by a 
board consisting of a representative from each member district. The board controls the 
operations of the JPA, including selection of management and approval of operating budgets 
independent of any influence by the member districts beyond their representation on the 
Board. Each member district pays a premium commensurate with the level of coverage 
requested and shares surpluses and deficits proportionately to their participation in the JPA. 

The JPA is audited on an annual basis. Financial information can be obtained by contacting 
the JPA's management 
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RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINAt-lCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NQTE 7 • CERTIFICATES OF PARTICIPA110N <CONCLUDED) 

At June 30, 2003, the principal balance outstanding was $4,~5,000. The ceriifiCl;ltes 
mature through 2029 as follows: 

Year Ending 
June 30 

2004 
2005 
2006 
2007 
2008 
2009-2013 
2014-2018 
2019-2023 
2024-2028 
2029-2033 

Totals 

NOTE8-CAPITALLEASES 

$ 95,000 $ 
100,000 
105,000 
105,000 
110,000 
630,000 
795,000 

1,025,000 
1,300;000 

300.000 

16 45§5000 $ 

216,529 $ 
213,014 
209,264 
205,195 
200,995 
930,775 
772,575 
558,565 
276,500 

15000 

3§98412 $ 

311,529 
313,014 
314,264 
310,195 
310,995 

1,560,775 
1,567,575 
1,583,565 
1;576,500 

315,000 

8163412 

The District leases computers and computer equipment valued at $380 748 under 
agreements that provide for title- to pass upo11 expiration of the lease periods. ' 

Future minimum lease payments under these agreements are as follows: 

Year Ending 
June 30 

2004 
2005 

Total payments 

Less amounts representing interest 

Present value of net minimum lease payments 

Lease 
Pmiments 

$ 73,767 
9792 

83,559 

{Z,703) 

$ ~§§fa 

The District will. receive no. sublease rental revenues nor pay any contingent rentals for these 
computers or computer equipment 

NOTE 9- OTHER POST EMPLOYMENT BENEFITS 

In addition to the benefrts described In Note 12, the District has entered into agreements with 
retirees to provide medical benefits. As of June 30, 2003, thirty-two retirees were receiving 
medical benefits. · · 

33 

-
RINCON VALL~ UNION SCHOOi,. DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 9 • OTHER POST EMPLOYMENT BENEFITS !CONCLUDED} 

Future estimated payments for these retirees at June 30, 2003, are as follows: 

Year Ending 
June 30 Payments 

2004 
2005 
2006 
2007 
2008 
2009-2013 

Total 

NOTE 10 • LONG-TERM DEBT 

$ 94,970 
77,021 
56,150 
49,372 
43,780 
94.252 

$ 415545 

A schedule of changes In long-term debt for the year ended June 30, 2003, is shown below. 

Balances Balances Due within 
July 1 2002 ~ D!!Quctjcni June 30 2003 One Year 

Compensated Absences $ 80,496 $ 30,514 $ 111,010 
Certllica~s Qf Participation 4,655,000 $ 90,000 4,565,000 $ 95,000 
Capital Leases 190,610 
Other Post 8nployment · 

114,754 75,856 66,875 

Benefits. 232,035 1§§ 510 415.545 94,970 

Totals § 5158141 I ~lU~U ~z~ ii Q l§Z:!ll i 2:i!z§~a 
NOTE 11 • FUND BALANCES 

A. Reseivations of fund balances as of June 30, 2003 are as follows: 

Other 
General Govemm.ental 

Fund Funds . Totals 

Revolving Fund $ 1,500 $ 1,500 
Stores Inventory 27,422 $ 3,459 30,881 
Debt Service 332,959 332,959 
Restricted Programs 45532 45,532 

Totals $ B~ $ ~3§~;!8 $ ~lQ§Z? 
Reserved for Revolving Fund represents the portion of the ending fund balance represented 
by the revoMng fund cash. 

Reserved for Stores lnventolV represents the portion of the ending fund balance rep(Ssented 
by stores inventory. · · 

Reserved for Debt Service i;onsists of $13,390 in the Retiree Benefits Fund, reserved for 
future retiree l:)enefrts, and $319,569 in the Capital Projects - Special Reserve Fund, 
reserved for future payment of interest and redemption of the certificates of participation. 

34 



RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 5 - INTERFUND ACTIVITIES 

A. Due _From/Due To Other Funds 

B. 

Individual fund interfund receivable and payable balances at June 30, 2003 are as follows: 

lnterfund lnterfund 
Receivables Payables 

Gen(;!ral Fund $ 100,050 $ 17,237 

Sgecial Revenye Funds: 

Deferred Maintenance 6,982 
Cafeteria 32,913 
Child Development 49,066 

Cgal Projects Funds: 

Building 17237 11,089 

Totals Si llZ ,l}Z Si lll ~§l 

lnterfund Transfers 

interfund transfers consist of o~rating transfers from funds receiving revenue to funds 
through which the resources are to be expended. · 

lnterfund transfers for the 2002-03 fiscal year were as follows: 

Transfer from General Fund to Deferred 
Maintenance Fund to match state allocation 

Transfer from Capital Projects - Special Reserve Fund 
to Capital Facilities Fund excess reserve held with fiscal agent 

Transfer from Special Revenue - Special Reserve 
Fund to General Fund to support activities 

Transfer from Child Development Fund to 
General Fund to support activities 

Transfer from Capital Facilities Fund to Capital Projects -
Special Reserve .Fund for COP payment 

Transfer from Special Revenue - Special Reserve Fund 
to Retiree Benefits Fund to fund ongoing retiree "benefit costs 

Transfer from General Fund to Retiree Benefits Fund 
to fund ongoing retiree benefit costs 

Total 
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$ 94,959 

48,207 

160,000 

150,000 

309,769 

22,000 

61000 

m a~~i~§ 

RINCON VAUEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 

Capital asset activity for the year ended June 30, 2003, are shown below: 

Balances Balances 
July 1 2002 Additions Deductions June30 2003 

Land. $ 1,122,383 $ 
Sites and Improvements 660,379 
Buildings and Improvements 12,110,981 $ 45,295 
Furniture and Equipmei:it 869,346 
Work in Prqgress 0 13,90§ 

Totals at Hfstorical Cost 14 783,089 59;?00 m 0 

Less accumulated depreciation for. 
Sites and Improvements 536,398 9,289 
Buildings and Improvements 4,012,589 257,134 
Furniture and Equipment 572770 742~ 

Total Accumulated Depreciation 5121,757 341M§ 0 

Governmental Aci!Vities 
Capital Assets, net !2 !l§§l ~~;: i (i§2 l~fil i !2 $ 

Depreciation Expense was charged to governmental activities as follows: 

Governmental Activities: 

Instruction 
Supervision of Instruction 
Instructional M.edia & Library 
School Administration 
Home-to-School Transportation 
Other Pupil Services 
Food Services 
Other General Administration 
Ancillary Services 
Community Services 
Plant Services 

Total Depreciation Expense 

NOTE 7 • CERTIFICATES OF PARTICIPATION 

$ 220,472 
3,429 
4,912 

22,598 
4,766 

12,532 
11,586 
18,085 

131 
12,466 
30,368 

341345 

1,122,383 
660,379 

12,156,276 
869,346 
1390~ 

14jM2289 

545,687 
4,269,723 

647692 

§46~j02 

Ufi:!!lZ 

!n May 1998, the _District issued $4,915,000 of Certificates of Participation (COPS) with 
interest rates ranging from 4.6 to 5.0 percent for the purpose of providing resources for 
specific capital projects. · · 
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RINCON VALLEY.UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOT!; 1 - SIGNIFICANT ACCOUNTING POLICIES [CONCLUDED} 

J. Assets Liabilities and Equity {Concluded) 

8. Revenue Limit/Property Tax tconcludeq) 

The County of Sonoma is responsible for assessing, collecting and apportioning property 
taxes. Taxes are _levied for each fiscal year on taxable (eal and personal p(operty In the 
county. The levy 1s based on the assessed values as of the preceding March 1,. which is 
also the lien date. Property taxes on secured roll are due ori November 15 and 
March 15, and taxes become delinquent after.December 10 and April 10, respectively. 
Property taxes on the unsecu.red roll are due on the lien date (March 1), anq become 
delinquent if unpaid by August 31. · 

The County Auditor reports the amount of the District's allocated property tax revenue to 
the California Department of Education. Property taxes are recorded as local revenue 
limit sources by the District. 

The CaUfomia Department of Education reduces the District's entitlement by the District's 
local property tax revenue. The balance is paid from the State General Fund, and is 
known as the state apportionment . . 

The District's Base Revenue Limit js the amount of general purpose tax revenue, per 
aver~ge daily attendance (ADA), that the District is entitled to by law. This amount is 
multiplk1<! by the applicable attendance period ADA to derive the District's total 
entitlement. 

NOTE 2 • CASH AND INVESTMENTS 

Cash in County Treasury 

In ae<;ordance with -Ed1Jcation Code Section 41001, the District maintains substantially all of 
Its cash with the Sonoma County Treas.ury as part of the common investment pool. These 
pooled funds are carried at cost, which approximates fair value. The difference between 
cost and fair value of the District's share of pooled Investments in the. Sonoma County 
Treasury was not material throughout fiscal year 2002-03. The County is restricted by 
Government Code Section 53635 pursuant to Section 53601 to invest in time deposits, U.S. 
government securities, state registered warrants, notes or bonds, State Treasurer's 
investment pool, bankers' acc:eptances, commercial paper, negotiable certificates of deposit, 
and repurchase or reverse repurchase agreements. 

Investments by the.· District in pools are considered unclassified as to credit risk because they 
are not evidenced by securities that exist in physic;:il or book entry fonn. 

Cash in Banks and in Revolving Fund 

Cash balances in Banks and in the Revolving Fund are insured up to $100,000 by the 
Federal Depository Insurance Corporation. All c:ash held by financial institutions are fully 
insured or collateralized. 
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RINCON VALLEY·UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

. NOTE 2 • CASH AND INVESTMENTS ICONCLUDED) 

Cash Balances 
Cash at June 30, 2003 consisted of the following: 

Pooled Funds: 
Cash in Courrty Treasury 

Deposits: 
· Cash on Hand and in Banks 

Cash in Revolving Fund 
Cash wtth Fiscal Agent 

Total Cash 

Governmental 
Activities 

$ 6,438,818 

12,000 
1,500 

319560 

i § ZZl ~W: 

Fiduciary 
Activities 

$ 20,586 

i ,g~ 
Cash with F)scal Agent of $319,569, is held by Zions Bank as lru$tee for the. District and Is 
reserved fqr future payment of interest and redemption of principal related to the certificates 
of participation. 

NOTE 3- EXCESS OF EXPENDITURES OVER APPROPRIATIONS 

There was no excess. of expenditures over appropriations in any fund during f1Scal year 
2002-()3. . 

NOTE4-RECEIVABLES 

Receivables at .lune 30, 2003 coni.ist of the followlng: 

Capital Other Total 
General FaclJiHes Governmental Governmental 

.E!m!:! .EY!J.Q Funds ~ 
Federal Govemment 
Categorical Programs ~ 85093 $ 9941~ $ 1845§§ 

State Government 
State Aid 16,452 16,452 
Categorical Programs 453,985 6,490 46Q,475 
Other Allowances 75,201 75,201 
Lottery 360~ 360~ 

Total State 581,730 6,490' 588,220 

Local Govemments 366,223 366,223 

Interest 12,164 12,164 

M]scellaneous 2709~ $ 17823 33557 78473 

Totals i l !2Z2 ag~ $ u~~ $ l~!Hi2~ $ l 222§~§ 
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RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 • SIGNIFICANT ACCOUNTING POLICIES (CONTINUED} 

J. Assets Liabilities and Equity {Continued) 

3. Capital Assets (Concluded} 

Asset Class Example 

Land 
Site Improvements Paving, flagpoles, retaining walls, 

sidewalks fencina. outdoor fiahlina 
School Buildinas 

· Portable classrooms 
HVAC systems Heating, ventilation, and air conditioning 

svstems 
Roofina 
Interior construction Buildina lmorovements 
Camet reolacement Buildina imorovements 
Electrical/olumbini:i Building Improvements 
Sorinkler/fire svstem Fire suooression svstems 
Outdoor equipment Playground, radio towers, fuel tanks, 

oumos 
Machinerv & tools Shoo & maintenance eauJnment. tools 
Kitchen eauioment Aooliances 
Custodian eauioment Floor scrubbers vacuums, other 
Science & enaineerina Lab eauioment. scientific aonaratus 
Furniture & accessories Classroom & other furniture 
Business machines Fax, duolicatina & Drintina eauloment 
Coolers 
Communication Mobile, portable radios, non-
eauioment comouterized 
Comouter hardware PC's orinters, network hardware 
Computer software Instructional, other short-term 
Computer software Administrative or Iona-term 
Audio visual eauioment Proiectors cameras lstill & diaitan 
Athletic equipment Gymnastics, football, weight machines, 

wrestlina mats 
Musical instruments Pianos, strinas brass oercussion 
Librarv books Collections 
Licensed vehicles Buses, other on-road vehicles 
Contractors equipment Major off-road vehicles, front-en 

loaders, large tractors, mobile air 
comoressor 

Grounds eauioment Mowers, tractors. attachments 
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Estimated 
Useful Life 
in Years 

NIA 

20 
50 
25 

20 
20 
25 
7 
30 
25 
20 

15 
15 
15 
10 
20 
10 
5 
10 

5 
5toto 
10 to 20 

10 
10 

10 
5to7 

8 
10 

15 

RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO lliE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 • SIGNIFICANT ACCOUNTING POUCIES {CONTINUED\ 

J. Assets Liabilities and Equity {Continued} 

4. Deferred Revenue 

Cash received for federal and state special projects and programs is recognized as 
revenue to the extent that qualified expenditures have been incurred. Deferred revenue 
is recorded to the extent that cash received on specific projects and programs exceeds 
qualified expenditures. · 

5. Compensated Absences 

All vacation pay is accrued when incurred in the government-wide financial statements. 

Accumulated sick leave benefits are not recognized as liabilities of the District. The 
District's policy is to record sick leave as an operating expense in the period taken, since 
such benefits do not vest, nor Is payment probable; however, unused sick leave is added 
to the creditable service period for calculation of retirement benefrts when the employee 
retires. 

6. Long-term Obligations 

In the government-wide financial statements, long-term debt and other long-term 
obligations are reported as liabilities in the Statement of Net Assets. Premiums and 
discounts as well as issuance costs are deferred and amortized over the fife of the debt 
Long-term debt is reported net of applicable premiums or discounts. 

In the fund financial statements, govemmental funds recognize premiums and discounts 
as well as issuance costs, during the current period. The face amount of the debt 
issued, premiums, or discounts is reported as other financing sources or uses. 

7. Fund Balance Reserves and Designations 

Reservations of the ending fund balance indicate the portions of fund balance not 
appropriable for expenditure or amounts legally segregated for a specific future use. 
These amounts are not available for appropriation and expenditure at the balance sheet 
date. Designations of the ending fund balance Indicate tentative plans for financial 
resource utilization in a future period. · 

8. Revenue Limit/Property Tax 

The District's revenue limit is received from a combination of local property taxes, state 
apportionments, and other local sources. • 
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RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003. 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES [CONTINUED} 

F. Fund Accounting (Concluded} 

Fiduciary Funds: 

Agency Funds are used to account for assets of others for which the District acts as an 
agent. The District maintains an agency fund for the nine (9) student body and library 
accounts. The District maintains student body funds, which are used to account for the 
raising and expending of money to promote the general welfare, and educational experience 
of the student body. 

G. Budgets and Budgetary Accounting 

Annual budgets are adopted on a basis consistent with U.S. generally .accepted accounting 
principles for all goveniinental funds. By State law, the District's governing board must 
adopt a budget no later than July 1. A public hearing must be conducted to receive 
comments prior to adoption. The District's governing board satisfied these requirements. 

These budgets are revised by the District's governing board and District Superintendent 
during the year to give consideration to unanticipated income and expenditures. The original 
and final revised budget is presented for the General Fund as required supplementary 
infonnation on page 39. 

Formal budgetary integration was employed as a management control device during the 
year for all budgeted funds. The District employs budget control by minor object and by 
individual appropriation accounts. Expenditures cannot legally exceed appropriations by 
major object account (see Note 3). 

H. Use of Estimates 

The preparation of financial statements in confonnity with U.S. generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
certain reported amounts and disclosures. Accordingly, actual results could differ from those 
estimates. 

I. Encumbrances 

Encumbrance accounting is used in all budgeted funds to reserve portions of applicable 
appropriations for which commitments have been made. Encumbrances are recorded for 
purchase orders, contracts, and other commitments when they are written. Encumbrances 
are liquidated when the commitments are paid. All encumbrances are liquidated at JunE! 30. 

J. Assets Liabilities and Equity 

1. Deposits and Investments 

Cash balances held in banks and in revolving funds are insured up to $100,000 by the· 
Federal Depository Insurance Corporation (FDIC}. 

25 

RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 • SIGNIFICANT-ACCOUNTING POLICIES ICONTINUEP} 

J. Assets Liabilities and Equity (Concluded} 

1, Deposits and Investments (Concluded) 

-

In accordance with Education Code Section 41001, U,e District maintains substantially au 
of its cas.h in the County Treasury. The County pools these funds with those of oth~ 
districts in the county and invests the cash. These pooled funds are carried at cost, 
which approximates market value. ln.terest earned Is deposited quarterly into 
participating funds. Any Investment losses are proportionately shared by all funds in the 
pool. 

The County is authorized to deposit cash and invel:lt excess funds by California 
Government Code Section 53648. et seq. The funds maintained by the County are em:,e.r 
secured .bY the fDIC or are. collateralized. 

The District did not directly enter Into any derivative investments. lnfonnation relating to 
the use of derivative investments by the Sonoma County Treasury was not available. 

2. inventories 

Inventory is recorded using the purchase method in that the.cost (handling charge for 
state surplus food) is recorded as an expenditure at the time. Individual inventory items 
are purchased. Inventory is valued at average cost and ccinsists of expendable supplies 
held for consumption. 

Reported inventories are equally offset QY a net assets reserve, Which indicates that 
these amounts are not "avaHable for appropriation and expenditure" even though they 
are a component of net cu.rrent assets. 

3. Capital Assets 

Capital assets purchased or acquired with an original cost of $5,000 or more are 
reported at historical cost or estimated historical cost. Contlibuted as.s4:lts are i:eported at 
fair market value as of the date received. Additions, improvements, and other capital 
outlays that significantly extend the useful life of an asset are capitalized. The costs of 
normal maintenance and repaii:s that do not add to the value of the assets or materially 
extend the asset's llves are not capitalized, but are expensed as incurred. Depreciation 
on all capital assets is computed using a straight-line basis over the following estimated 
useful lives. 
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RINCON VAUEY UNION SCHOOL .DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 • SIGNIFICANT ACCOUNTING POLICIES !CONTINUED} 

E. Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the 
accounts and reported in the financial statements. Government-wide financial statements 
are prepared using the accrual basis of accounting. Governmental funds use the modified 
accrual basis of accounting. Fiduciary funds use the accrual basis of accounting. 

Revenues - Exchange and Non-exchange Transactions: 

Revenue resulting from exchange transactions, in Which each party gives and receives 
essentially equal value, is recorded under the accrual basis when the exchange takes place. 
On a modified accrual basis, revenue is recorded in the fiscal year in which the resources 
are measurable and become. available. "Available" means the resources will be collected 
within the current fiscal year or are expected to be collected soon enough thereafter to be 
used to pay liabilities of the current fiscal year. For the District, "available" means collectible 
within the current period or within .60 days after year-end. 

Non-exchange transactions, in which the District receives value without directly giving equal 
value in return, include property taxes, grants, and entitlements. Under the accru~I basis, 
revenue from property taxes is recognized In the fiscal year for which the taxes are levied .. 
Revenue from grants and entitlements is recognized in the fiscal year in which all eligibifrty 
requirements have been satisfied. Eligibility requirements include timing requirements, 
which specify the year when the resources are to be used or the fiscal year when use is first 
pennitted; matching requirements, in which the District must provide local resources to be 
used for a specific purpose; and expenditure requirements, in which the resources are 
provided to the District on a reimbursement basis. Under the modified accrual basis, 
revenue from non-exchange transaction must also be available before it can be recognized. 

Deferred Revenue: 

Deferred revenue arises when assets are received before revenue recognition criteria have 
been satisfied. Grants and entitlements received before eligibillty requirements are met are 
recorded as deferred revenue. On governmental fund financial statements, receivables 
associated with non-exchange transactions that will not be collected within the availability 
period have also been recorded as deferred revenue. 

Expenses/Expenditures: 

On an accrual basis of accounting, expenses are recognized at the time a liability is incurred. 
On the modified accrual basis of accounting, expenditures are generally recognized in the 
accounting period in which the related fund liability is incurred, as under the accrual .basis of 
accounting. However under the modified accrual basis of accounting, debt service 
expenditures, as well as expenditures related to compensated absences and claims and 
Judgments, are recorded only when payment is due. Allocations of cost, such as 
depreciation and amortization, are not recognized in the governmental funds. 

When both restricted and unrestricted resources are available for use, it is the District's 
policy to use restricted resources first, then unrestricted resources as they are needed. 
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RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 • SIGNIFICANT ACCOUNTING POLICIES (CONTINUED} 

F. Fund Accounting 

The accounts of the District are organized on the basis of funds, each of which is considered 
to be a separate accounting entity. The operations of each fund are accounted for with a 
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity or 
retained earnings, revenues, and expenditures or expenses, as appropriate. District 
resources are allocated to and accounted for in individual funds based upon the purpose for 
which they are to be spent and the means by which spending activities are controlled. The 
Disbict's accounts are organized into major, non-major, and fiduciary funds as follows: 

Major Governmental Funds.: 

The General Fund is the general operating fund of the District. It is used to account for all 
transactions except those required or permitted by law to be accounted for in another fund. 

The Special Revenue - Special Reserve Fund is used to account for the receiving and 
expending of funds specified by the Governing Board of the District 

The. Capital Facflitles Fund is used to account for resources received from developer impact 
fees assessed under provisions of the California Environn,ental Quality Act (CEQA). 

Non-major Governmental Funds: 

Special Revenue Funds are used to account for the proceeds of specific revenue sources 
that are legally restricted to expenditures for specific purposes. The District maintains four 
non-major special revenue funds: · 

1. Deferred Maintenance Fund is used for the purpose of major repair or replacement of 
District property. 

2. Cafeteria Fund is used to account for revenues received and expenditures made to 
operate the District's cafeteria program. 

3. Child Development Fund is used to account for resources committed to development 
programs maintained by the District. 

4. Retiree Benefits Fund is used to account for assets held by the District as trustee. The 
fund was established to accumulate funds to provide future health and welfare benefits 
for qualified re~irees in the District. 

Capital Projects Fqnds are used to account for the acquisition and/or construction of all 
major governmental general fixed assets. The- District maintains two non-major capital 
projects funds: 

1. Building Fund is used to account for resources received from the issuance of a bond to 
finance school improvement and expansion. 

2. Special Reserve - Capital Outlay Fund is used to account for the expenditures 
associated with construction of the new elementary school. 
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RINCON VALLEY UNION SCHOOL DISTRICT 

.NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES 

A. Accounting Policies 

The Rincon Valley Union School District (the "District") accounts for its financial transactio.ns 
in accordance wiU, the policies and procedures of the Department of Education's California 
School Accounting Manual. The accounting policies of the District conform to U.S. generally 
accepted accounting principles as prescribed by the Govemmental Accounting Standards 
B!>ard (GASB) and the American Institute of Certified Public Accountants (AJCPA). 

B.. Reporting Entity 

The District has reviewed criteria to determine whether other entities with activities that 
benefit the District should be Included within Its financial reporting entity. The criteria 
include, but are not limited to,. whether the entity exercises oversight responsibility (which 
includes financial interdependency, selection of goveming authority, designation of 
management, ability to significantly influence operations and accountability for fiscal 
matters), the scope of public service, and a special financing relationship. 

The District has determined that no outside entity meets the above criteria, and therefore, no 
agency has been included as a component unit in the District's financial statements. In 
addition, the District is not aware of any entity that would exercise such oversight 
responsibility that would result in the District being considered a component unit of that 
entity. 

In determining its reporting entity, the District considered all governmental units that were 
members of the District since inception. The criteria did not require the inclusion of these 
entitles In the District's financlal statements principally because the District does not exercise 
oversight responsibllity over any members. 

C. Implementation of New Accounting. Pronouncements 

For the year ended June 30, 2003, the District was required to adopt GASB Statement 
No. 34 (GASB 34), Basic Rnancial statements - and Management's Discussion and 
Analysis - for state and Local Governments, GASB Statement No. 37 (GASB 37), Basic 
Fmanclal Statements and Management's Discussion and Analysis for State and L~ 
Governments: Omnib.us, and GASB Statement No. 38 (GASB 38), Certain Financial 
Statement Note Disclosures, and GASB Statement No. 39 (GASB 39), Determining 
Whether Certain Organlzatiqns ate Component Units. GASB 34 significantly changes the 
way state and local governments report their financial information to the public. As a result 
of GASB 34, state .and local governments are required to report financial information using 
both func!-based and government-wide financial statement presentations. Fund based 
statements continue to use the modified accrual basis of accounting, but the govemment
wide statement uses fuO accrual basis for accounting. In addition to the change in the 
financial statement presentation, GASS 34 requifes the reporting of capital assets and long
tenn obligations on the government-wide fjnancial statements. The preparation of a 
Management Discussion and Analysis to clarify the Dilrtrict's financial activities is also 
required by GASB 34. Furthermore, the District's notes to the financial statements 
incorporate modifications as required under GASB 38. The effect of impl.ementing GASB 34 
resulted in a conversion of fund balance to net assets for an increase of $4,503, 191, for a 
net asset balance of $12.154,021 at June 30, 2002, on the government-wide financial 
statements. 
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RINCON VALLEY UNION SCHOOL DISTRICT 

NOTES TO TttE aA$1C FINANCIAL STATEMENTS 

FQR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 1 - SIGNl~ICANT ACCOUNTING POLICIES (CONTINUED! 

0. Basis of Presentation 

Government-wide Financial statements: 

The government-wide finanQial statements (Le., the statement of Net Assets and the 
Statement of Activities) repJJrt information on all of the non-fiduciary actlvit/.es of the District 
and its component units. 

The government-wide financial statements are prepared using the economic resources 
measurement focus. This is the same approach used in the preparation of the proprietary 
fund and fiduciary fund financial statements but differs from the manner In which 
governmental fund financial statements are prepared. Govemmental fund financial 
statements, therefore, include a reconciliation with brief explanations to better identify the 
relationship between the government-wide statements and the statements for the 
govemmenta! funds. 

The govem!llent-wide statement of activltles presents a comparison between direct 
expenses and program revenues for each function or program of the District's govemmental 
activities. Direct expenses are those that are.specifically associated with a service, program, 
or department and are therefore clearly Identifiable to a )>articular function. The District does 
not allocate indirect expenses to functions in the statement of activities. Program revenues 
Include charges paid by the recipients of gOQdS or services offered by a program, as well as 
grants and cQntributions that are restricted. to.meeting the operational or capital requirements 
of a particular program. Revenues which are not classified as program revenues are 
presented as general revenues of the District, with certain exceptions. The comparison of 
direct expenses with program revenues i.deotlfies the extent to Which each governmental 
function is self-financing or draws from the general reve11ues of the District. 

Fund Financial Statements: 

Fund financial statements report detailed information about ttie District The focus of 
governmental fund financial statements is on major funds rather than reporting funcjs by 
type. Each major governmental fund Is presented in a separate column, and all non-major 
funds are aggregated into one column. Fiduciary funds are reported by fund type. 

The accounting and financial trea.tment applied to a fund is determined by its measurement 
focus. All govemmental funds are accounted for using a flow of current financial resources 
measurement focus. With this measurement focus, only curre.nt assets and current liabilities 
are generally included on the balance sheet. The Statement of Revenues, Expenditures, 
and Changes in Fund Balances for these funds present increases Q.e., revenues and other 
financing sources) and decreases (i.e,, expel1ditul!JS and other financing uses} in net current 
assets. 

Fiduciary funds are reported using tlie economic resources measurement focus. 
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RI.NCON VALI.EY UNION. SCHOOL DISTRICT 
RECONCILIATION OF Tl-IE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES, 

. AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 20Q3 

Net Change In Fund Balances • Governmental Funds 

Amounts reported for governmental activities In the statement of activlttes are 
different due to the following: 

Capital outlays to purchase or build capttal assets are reported fn governmental 
funds as expenditures. However, for governmental activities those costs are 
shown in the statement aUocated over their estimated useful lives as annual 
depreciation expenses in the statement of activities. This is the amount by which 
capital outlays exceeded depreciation during the fiscal year. 

Depreciation E)<pense 
Capilell OuUays 

In the statement of activities, certain operating expenses-compensated absences 
(vacations) and special termination benefits (eariy retirement) are measured by 
the amounts earned during the fiscal year. In the governmental funds, however, 
expenditures for these Items are measured by the amount of financial resources 
used (essentially, the amounts actually paid). This year amounts .earned 
exceeded amounts used by: 

Debt service: In govemmli!nlal funds, repayments of long-term debt are reported 
as expenditures. In the government-wide statements, repayments of long-term 
debt are reported as TE!ductions of liabilities. l;xpenditures for repayment of the 
principal portion of !qng-term debt were: 

Certificates of Participation 
Capital Leases 

Interest on long-term debt in the statement of activities differs from the amount 
reported In the · governmental funds because Interest is recorded as an 
expendlture In the funds when it Is due, and thus requires the use of current 
financial resources. In the statement of activities, however, interest expense is 
recognized as the interest accrues, regardless of when it is due. AcC11Jed Interest 
on certificates of partic!paUon decreased by $540. · 

Change In Net Assets or Governmental Activities 

$ (341,345) 
59,200 

$ 90,000 
114,754 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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(660,895) 

(282,145) 

(214,024) 

204,754 

540 

$ (951,nO) 

Assets 
Cash on Hand and In Banks 

Llablllties 
Due to student Groups 

Net Assets 
Net Assets 

RINCON VALLEY UNION SCHOOL DISTRICT 
STATEMENT OF NET ASSETS 

FIDUCIARY FUNDS 

JUNE 30, 2003 

Agency 
Funds 

$ 20,586 

20,58(! 

$ 0 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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Total 
Fiduciary 

Funds 

$ 20,586 

20,586 

$ 0 
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RINCON VALLEY UNION SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS BJI.LANCE SHEET TO THE 

STATEMENT OF NET ASSETS 

JUNE 30, 2003 

Total Fu11d Balances • Govemmentaf Funds $ 6,989,935 

Amounts reported for governmental activities In the statement of net assels .are· 
different due to the following: 

Capital assets used ln governmental activities are not flnanc!al resources and 
therefore are not reported as assets ln governmental funds. Toe cos.I of assets i_s 
$14,842,289, and the accumulated depreciation Is $5,463, 102. 

Unmatured interest on long-term debt: In govemrn.ental funds, Interest is not 
recognjZed until the period in which it matur~ and is .paid. In th~ government-. 
wide statements of activities, It Is recognized m the penod that It Is incurred. The 
decrease in Uabffity for unmatured Interest owed at t~e end of the period was: 

Long-term llabllilies, lncludlng bonds payable, are not due and payable In the 
current period and therefore are not reported as llabllitiell in governmental funds. 
Long-term llabtnttes at year-end consist of: 

Compensated Absences. 
Certificates of Participation 
Capital Leases 
other Post Employment Benefits 

Tota.I Net Assets - G11vernmental Activities 

$ 1·11,010 
4,565,000 

75,856 
415,545 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
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9,379,187 

540 

(5,167,411) 

$ 11,202,251 

-RINCON VALLEY UNION SCHOOL DISTRICT 

STATEMENT OF REVENUES, EXPENDITURE$, AND 

CHAN(?ES IN FUND BALANCES 

GOVERNMENTAL FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, %003 

Special 
Revenue-

Spec;ial Capital Non-M.ajor Total 
General R~rve F11cllltles Governmental Governmental 

Fund Fund Fund Funds Funds 
Revenues 
Revenue Limit Sources: 
state Apportionment $ 1,900,135 
Local Taxes 10,354,679 

Total Revenue Limit Sources 12,254,814 

Federal Revenue 772,955 $. 234,256 
state. Revenue 3,009,636 99,841 
State On-Behalf Payments 414,921 
Local Revenue 1,937,103 $ 26,838 $ 467,697 1,420,308 

Total Revenues 18,389,429 26,838 467,697 1,754,405 

!i¥lliad1rul:!! 
lnstruc:tlon 13,178,603 255,311 
Supervision of Instruction 199,779 
lnstruc:tlonal. Library, Media and Techn_olog 292,335 
School Administration 1,356,445 
Home-to-school Transportatjon 285,481 
Food Services 693,959 
Other Pupil Services 750,592 
Other General Administration 1,031,768 12,830 26,598 
Phmt Services 1,484,489 122,869 195,222 
Faclllties Acquisition and Gonstruction 10,384 54,162 
Ancillary Services 7,835 
Community Services 746,657 
Debt Service: 
Principal 114,754 90,000 
Interest 17,519 ~9,769 

Other Outgo 151,903 

Total ExpenditUres 18,881,887 0 189,861 2,227,516 

Excess of Revenues over 
(Under) El!Penditures (492,458) 26,838 277,836 (473, 111) 

Other Fiaancinr,, Sources (!,lsesl 
Operating Transfers In 310,000 48,207 487,728 
Opera.ling Transfers Out (155,959) (182,000) (309,769) (190:2011 

Total other Flnancing 
Sources (Uses) 154,041 (182,000) (261,562) 289,521 

Net Change in Fund Balances (338,411! (155,162) 16,274 (183,590) 

Fund Balances -July 1, 2002 2,190,256 1,202,605 2,685,176 1,572,794 

Fund Balances.· June 30, ~003 $ 1,851,839 $ 1,047-,443 $ 2,701,449 $ 1,389,204 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE s:T,'\TEMENTS 
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$ 1,900,135 
10,354,679 

12,254,814 

1,007,211 
3; 109,477 

414,921 
3,851,946 

20,638,369 

13,433,914 
~99.779 
292,335 

1,356,445 
285,481 
693,959 
750,592 

1,071,196 
1,802,580 

64,546 
7,835 

746,657 

204,754 
237,288 
151,903 

21,299,264 

(660,895) 

845,935 
(845,935) 

0 

(660,895) 

7,650,830 

$ 6,989,935 



RINCON VALLEY UNION SCHOOL DISTRICT 
STATEMENT OF ACTIVITIES 

FOR TifE FISCAL YEAR ENDED JUNE 30, 2003 

Program Revenues 

Operating Capital 
Grants Grants 

Ch•rgesfor and and 
Functions Expenses Services Contributions Contrlbul!ons 

Govemme(!l81 Acllvit/e,:: 

Instruction $ 13,425,659 $ 317,971 $ 2,126,861 
lnslruotion-Relatad Services:· 
Supervision of lnstruclion 208,792 13,870 81,494 
lns!rUetional Library, Medl:!, Technology 299,139 
School Site Adminis1ration 1,376,159 

Pupil Services: 
Home-to-School Transportation 290,247 46,329 193,902 
Food Services 705,545 112,618 471,343 
Other PupH Seivices 763,124 B7,B31 370,715 

General Administration: 
Other General Admi!'ls!ration 1,101,334 B,074 59,872 

Plant Sealices 1,849,279 561 122.135 
Ancillary Se!vices 7,966 
Commtmity Services 759,123 
Interest on Long-Term Debt 238,746 
Other Outgo 151,903 

Total Governmental Activities $ 21,175,216 $ 587,254 $ 3,425,443 $ 

General Revenues: 
Taxes levied for General Puiposes 
Taxes levied for Specific Purposes 
Federal and Slate Aki • Unrestricted 
Interest and Investment Earnings 
MisceUaneaus 

Total General Revenues 

Change in. Net Asse1ll 

Net Assets-July 1, 2002 

Nat Assets • Ju1111 30, 2003 

THE ACCOMPANYING NOTES ARE AN IITTEGRAL PART OF THESE STATEMENTS 
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0 

Net (Expense) 
Revenue and 
Changes In 
Net Assets 

Govemmental 
Actlvftlq 

$ (10,981,007) 

(113,428) 
(299,139) 

(1,378, 159) 

(50,016) 
(121,584) 
(304,577) 

(1,033,288) 
(1,726,583) 

(7,966) 
(759,123) 
(235,748) 
(151,903) 

(17,161,521) 

10,354,679 
478,456 

3,586,579 
276,096 

1,513,941 

16,209,751 

(951,770) 

12,154,()21 

$ 11.~251 

RINCON VALLEY UNION SCHOOL DISTRICT 

BALANCE SHEET 

GQVERNMENTALfUNDS 

JUNE 30, 2003 

Special 
Revenue-

SJ)e(:lal Capital Non-Major Total 
General Reserve Facilities Governmental Governmental· 

Fund Fund Fund Funds Funds 

Assets 
Cash in c;aunty Treasury (Note 2) $ 1,648,222 $ 1,047,443 $ 2,711,975 $ 1,031,178 $ 6,438,818 
Cash on Hand and In Banks 4,500 7,500 12,000 
Cash In Revclving Fund 1,500 1,500 

Cash with Fiscal Agent .319,569 319,569 
Accounts Receivable (Note 4) 

Federal Government 85,093 99,473 164,566 

State Government 581,730 6,490 588,220 

local Governments 366,223 366,223 

Interest 12,164 12,164 
Miscellaneous 27,093 17,823 33,557 78,473 

Due from Other Fun.ds (Note 5) 100,050 17,237 117,287 

Stores Inventory (Nate 1,J) 27,422 3,459 30,881 

Total Assets $ 2,853,997 $ 1,047,443 $ 2,729,798 $ 1,518,463 $ 8,148,701 

!,,.iabilftles and Fuad-Balances 
Uabllitias: 
Accounts Payable $ 807,094 $ 28,349 $ 28,904 $ 864,347· 

Due ta other Funds (Note 5) 17,237 100,050 117,287 
Deferred Revenu!) {Nata 1J) 1-IT,827 305 178,132 

Total Liabilities 1,002,158 28,349 129,259 1,159,766 

Fund Balances: (Note 11) 

Reserved 74,454 336,418 410,872 
Unreserved: 

Designated 1,486,491 $ 193,000 1,679,491 

Undeslgnated 290,894 854,443 2,701,449 1,052,785 4,899,572 

Total Fund Balances 1,851,839 1,047,443 2,701,449 1,389,204 6,989,935 

Total Uabifilies and Fund Balances $ 2,853,997 $ 1,047,443 $ 2,729,798 $ 1,518,463 $ 8,149,701 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS 
16 -



~~~----------------1111111111111111111111•111111111111111 

RINCON VALL.En' UNION SCHQOL DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

GeneJll Fund Bud9etary Highlights 

The Distrlcfs budget is prepareq in accordance with California law and is based on the modified 
accrual basis of accounting. Over the course. of the year, the District revises its budget based on 
updated financial information. The original budget, approved at the end of June for July 1, is 
based on May Revise figures and updated 45 days after the State approves its final budget. In 
addition, the District revises its budget at First and Second Interim. The Original budget presented 
on page 39 incluc;les only new revenues for 2002-03. During the budget revision process the 
District accounts for prior year restricted ending balances by budgeting to use the caTT}'over. 

ECONOMIC FACTORS BEARING ON THE DISTRICTS FUTURE 

> The adopted State budget for 2003-04 contained no COLA and a 1.2% reduction to 
revenue limit funding. Th.is resulted in a total deficit of 3% for the District. Though State 
tax collections for the first quarter of 2003-04 are above the budget projections, there 
remains a structural deficit between its revenues and expenditures. It is unknown at this 
point how the new Governor will address this issue. The adopted state budget for 2003-04 
deferred $8 billion of the deficit ioto the 2004-05 fiscal year. 

> The District will utilize some of the $1,047,443 ending balance in the Special Revenue -
Special ReseNe Fund to support its ongoing General Fund obfigations during this period 
of State Revenue reductions. 

> Enrollment is expected to increase slightly for the next two years. The housing vacancy 
rate remains relatively high in the City of Santa Rosa due to the downturn of the high 
tech industry. The new apartment complexes that are being built. out within the D1$ict 
boundaries are not expected to inJtiaUy yield a large number of new students. 

> On July 2, 2003, the State Allocation Board apportioned $4,605,950 to the District for 
modernization projects at six school sites. If the voters approve the general obligation 
bond in f1.1arch 2004, the District Wil.1 have the funds available for the required District 
matching amount. With the passage qf the general obligation bond, the District is 
planning on investing approximately $28 mHlion in capital assets through modernization 
and new construction projects. 

> Unspent funds totaling $2; 701,449 In the. Capital Facilities fund Will be used to refinance 
the Certificates of Participati~n and for the construction of Charter School Facilities. The 
refinancing of the Certificates of Participation will decrease the annual debt service 
payment required due to the lower interest rates that are available at this time. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, parents, 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 regarding this report or need additional f\nanclal 
information, contact William Jackson, Assistant Superintendent of Business SeNices, Rincon 
Valley Union Elementary Schoo! District, 1000 Yulupa Avenue, Santa Rosa, California, 95405. 
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RINCON VALLEY UNION SCHOOL DISTRICT 
STATEM~T OF NET ASSETS 

JUNE 30, 2003 

Assets 
Cash (Note 2) 
.Receivables (Note 4) 
Stores Inventory {Note 1J) 
Capital Assets: .(Note 6) 

Land 
Sites and Improvements 
Buildlngs and Improvements 
Fumlture and Equipment 
Work-in.Progress 
Less: Accumulated Depreciation 

Total Assets 

Llabttitles 
Acco.unts Payable an<t other Current Uabllitles 
Deferred.Revenue (Note 1J) 
~ng-Term Liabllitles: 

Portion Du.e or Payable Within One Year: 
Certiflcates of Particlpa!lon (Note 7) 
Capital L~ses (Note 8) 
Other Post Employment Benefits (Note 9) 

Portion Due or Payabfe After One Year: 
CompensatedAbsences (Note 1JJ 
Certificates of Participation (Note 7) 
Capital Leasei; {Note 8) 
Other Post Employment Benefits {Note 9) 

Total Llablllties. 

Net Assets 
lnvesbne11t In capital. Assets, Net of Related Debt 
R~ricted: 
For Capital Projects 
For Debt Seivlce 
For Educational Purposes 
For Other Purposes 

Unrestricted 

Total Net Assets 

Governmental 
Activities 

$ 6,771,887 
1,229,646 

30,881 

·1,122,383 
680,379 

12,1~,276 
869,346 

13,905 
(5,463, 102) 

17,411.601 

863,807 
178,132 

95,000 
66,875 
94,970 

111,010 
4,470,000 

8,981 
320.575 

6,209,350 

4,743,69li 

3,243,185 
332,959 
45,532 
32,381 

2,804,499 

$ 11,202,251 

THEACCOMPANYINGNOTESAREANINTEGRALPARTOFTHE!!ESTATEMENTS 
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RINCON VALLEY UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE {CONTINUED) 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

Comparative Schedule of Capital Assets 

Land 
Sites and Improvements 
Buildlngs and Improvements 
Furniture and Equipment 
Work In Progress 
Subtotals 

Less: Accumulated Depreciation 

Capital Assets, net 

Governmental 
ActiVitles 

2003 2002 

$ 1,122,383 $ 1,122,383 
680,379 680,379 

12,156,276 12,110,981 
869,346 869,346 

13,905 0 

14,842,289 14,783,089 

{5,463,102) {5,121,757) 

$ 9,379.187 =$=.,.9=-,6=61=,3=32=-= 

The District invested $59,200 in buildings and improvements during fiscal year 2002-03. Capital 
assets, net of depreciation, decreased by $282, 145, due to the increased amount of accumulated 
depreciation. 

OUTSTANDING DEBT AT YEAR END 

Comparative Schedule of Outstanding Debt 

Governmental 
Activities 

2003 2002 

Compensated Absences $ 111,010 $ 80,496 
Certificates of Participation 4,565,000 4,655,000 
Capital Leases 75,856 190,610 
Other Post Employment Benefits 415,545 232,035 

Totals $ . 5,167,411 $ 5,158,141 

RINCON VALLEY UNIQN SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR yt,IE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONCLUDED) 

GOVERNMENTAL ACTIVITIES (CONCLUDED) 

Outstanding debt increased by $9,270. other Post Employment Benefits are District payments. 
for retired employees insurance. The ten-year projection of funds required to pay for these post 
employment benefits increased by $183,510. Compensated absences have increased by 
$30,514 due to a. combination of increases in employee pay rates and the amount of unused 
vacation time owed to employees. 

The notes to the financial statements are an integral part of the financial presentation and contain 
more detailed information as to interest, principal, retirement amounts, and future debt retirement 
dates. 

FINANCIAL ANALYSIS OF DISTRICT'S FUNDS 

Comparative Schedule of Fund Balances 

Fund Balances Fund Balances Increase 
June 30, 2003 June 3.0, 2002 (Decrease) 

General $ 1,851,839 $ 2,190,256 $ (338,417) 
Deferred Maintenance 112,205 109,247 2,958 
cafeteria 223,783 216,980 6,803 
Child Development 173,157 323,035 (149,878) 
Special Revenue - Special Reseive 1,047,443 1,202,605 (155,162) 
Retiree Benefits 13,390 14,470 (1,080) 
capital FacHilies 2,701,449 2,685,175 16,274 
BuHdlng 541,736 539,889 1,847 
Capital Projects - Special Reserve 324,933 369,173 (44,240! 
Totals $ 6,989,935 $ . 7,650,830 $ (660,895) 

-



~~-------------------............. ....... 
RINCON VALLEY UNION SCHOOL OISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINAN.CIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED) 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

Summary of Revenues For Governmental Functions 

Program Revenues: 
Charges for Services 
Operating Grants & Conlnbutlons 

General Revenues: 
Taxes Levied 
Federal and State Aid 
Interest and Investment Earnings 
MlsceUaneous 

Total Revenues 

$ 

$ 

FYE2003 
Amount 

587,254 
3,426,443 

10,833,135 
3,586,579 

276,096 
1,513,941 

20,223,446 

Percent of 
~ 

2.90% 
16.94% 

53.57% 
17.73% 

1.37% 
. 7.49% 

~ 

Increase 
(Decrease) from 

FYE2002 

$ 

$ 

Percent 
Increase 

(Decrease) . 

-· This Is tho nlSI yeof the Oi$1Jfc1 has bffn t0qu/JWd la ,,,.,,nl flnam:hll statomon!s In """"1tfon,:a with GASS S./Qtement 34. 
~. compantive fln,nc/~fnfolmalion will not bo-ntad In tl!B Omdcl'.s.111111ueJ oudit repon unt,1fl>caly_ear 2D03-M. 

Interest& 
l'!Yllslmenh, 
Earnings \. 

Miscellaneous 

Taxes Levied 

9 

__ c~:~or 

OperalJng 
Grants& 

ContribuUons 

RINCON VALLEY UNION SCHOOL DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003. 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED) 

GOVERNMENTAL A~IVITIES (CONTINUED) 

Schedule of Expenses For Governmental Functions 

~ 
Instruction 
lnstrucliQ!l Related Services 
Pupil Services 
General Admlnlstrallon 
Plant Services 
Anciuary Services 
Community Services 
Interest on Long-Term. Debt 
Other Outgo 

Total Expenses 

$ 

s 

FYE2003 
Amount 

13,425,859 
1,684,090 
1,758,916 
1,101,334 
1,849,279 

7,966 
759,123 
236,746 
151,903 

21,175,216 

Pen:entof 
--1!?.!!L 

63.40% 
6.90% 
8.31% 
5.20% 
6.73% 
O.D4% 
3.58% 
1.12% 

~ 
100.00% 
=-

$ 

s 

Increase 
{Decrease) frcm 

FYE2002 

Percent 
Increase 

(Decrease) 

·- 11lls ls the lll3t yvai-tl!e Oi$ltft!t has been requ/flttl lo /llNIHll finam:lal statements in-with GASS Stllement 34. 
AGcolltinw, compatati•& tfnem:fal lnfomlallllfl w!H not be PIO$fnled 1n 1119 0/$11it;t'S MflU4/ oudll repo,t until nscar JIVBr 2Q03.0f. 

Ancillary 

Services - · '·,, 

Plant Se!Vlces"' 

Gener.!!1 
Administration 

Pupil Serv.lces 

Instructional 
.Related 
Services 

Community Interest on Long, 
Services . r Term De):)t 

I 

lnstru!ltlon 
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RINCON VALLEY UNION SCHOOL DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF ,:HE SCHOOL DISTRICT AS A WHOLE {CONTINUED} 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

Comearative Statement of Revenues and Exeenses 

Governmental Activitles 
2003 2002 

Program Revenues: 
Charges for Services $ 587,264 $ 
Operating Grants and Contributions 3,426,443 

General Revenues: 
Taxes. Levied 10,833,135 
Federal and State Aid 3,586,579. 
Interest and Investment Earnings 276,096 
Miscellaneous 1,513,941 

Total Revenues 20,223,448 

Program Expenses: 
Instruction 13,425,859 
Instruction-Related Services 1,884,090 
Pupil Services 1,758,916 
General Administration 1,101,334 
Plant Services 1,849,279 
Ancillary Services 7,966 
Community Services 759,123 
Interest on Long-Term Debt 236,748 
Other Outgo 151,903 

Total Expenses 21,175,218 

Change in Net Assets $ (951,770) $ 

Table Ill eludes the financial data of fhs combined 90vemmsnlsl funds 

-· 

-
-

"" This /s the fin;/ year the Dislricl has been requlmd to ~t financial statements In acconiance 
with GASB S/!ltemenl 34. Accordingly. comparaliw fmancial informaUon will /IOI be presented In 
the.Distncl's annual audit repott until (iscal year 2003,04, 
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RINCON VALLEY UNION SCHOOL DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED) 

GOVERNMENTAL ACTIVITIES (CONTINUED) 

overall revenues decreased $954,699 (4.5%) mainly due to decreased Developer Fee Revenues. 
The decrease in State Apportionments is offset by an increase in Local Sources that refle.ct higher 
local property tax assessments. 

Total expenses increased $129,575 during fis®I year 2002-03. The District's expenses were 
predominantly related to educating and caring for students (85.8%), 

lnslnlcllcn 
1'1SlnlCUon Rela!ed Services 
Pup;l5ervicet 
Genorel Admln!Slration 
Plant Services 
Andllaly SenriceS 
Community Ser'lfces 
lntereslOI\ Long•Term Debi 
OtherOUlgo 
Totals 

Comparative Schedule of Costs of Services 

Total Cost of Services 
2003 2002 

13,425,659 S 
1,984,090 
1,758,916 
1,101,33-4 
1,849,279 

7.968 
759,123 
23G.74B 
151 etl3 

2111s 21a ;ss,___, __ -=-=--

2003 2002 

$ (10,981,007) $ 
(1,708,726) 

1478,177) 
(1.1)33.288) 
(1,721!,563} 

(7,BBS) 
(759,123) 
(238,749) 

Fen:entaga 
Change 

1151903) --...,....,.--,- ----
$ 111.1a1 s211 ..,s ________ .. 

- 7hlsllfilftrmtyeorlhoOlsflfd/lll8bH•~lllpmant-lstall.......,ln•CCQtrWlCO "'fhGASIIStalMWl!tU, ~.<ompmtlvo 
lit11tlf:!•lidanns6on""1nolbe...,_~/nfllfllfdfi:t',.,..,.,111<ftftPO[t1M111/tl,o,ly0.,.200J.<H. . 

The above table presents the cost of major District activities. The table al.so shows each 
activity's net cost (total cost less fees generated by the activities and intergovernmental aid 
provided for specific programs). The $17, 161,521 net cost shows the financial burcle!l that was 
placed on the District's general revenues for providing the services listed above. Further detail is 
available on page 15 of the audit. 

8 

~------------------........ --~ 



RINCON VALl.EY IJNION SCHOOL DISTRICT 
MANAGEMENT'S DISCUSSION ANl> ANALYSIS (UNAUDITED) 

FOR THE FIS.CAL YEAR ENDED JUNE 30, 2003 

THE RNANCIAL REPORT [CONCLUDED) 

Reporting the District as a Whole <Concluded) 

Governmental Activities: 

The basic services provided by the District, such as regular and special education, administration, 
and transportation are intjuded here, and are primarily financed by property taxes and state 
formula aid. Non-basic services, s1,1ch as child nutrition and child ~velopment are also included 
here, but are financed by a combination of state and federal revenues and local revenues. 

Business-type Activities: 

The District d• not provide any services that should be included in this category; 

Reporting the District's Most Significant Funds: 

The District's fund-based financial statements provide detalled information about the District's 
most significant funds, Some funds are required to _be established by State law and bond 
covenants. However, the District establishes many other funds as needed to cqntrol and 
manage money for specific purposes. 

Governmental Funds 

The major governmental funds of the Rincon Valley Union School District are the General Fund, 
Special Revenue - Special Reserve Fund, and. Capital Facilities Fund. Governmental fund 
reporting focuses on how money flows Into and out of the funds and the balances that remain at 
the end of the year. A modified accrual basis of accounting measures. cash and au other financial 
assets that can readily be convei:ted to cash. The governmental fund statements provide a 
detailed short-term view of the District's operations and services. Governmental fund information 
helps to determine the lel(el of financial resources available in the near Mure to finance the 
District's prog_rams. 

Proprietary Funds 

Services for which the District charges a fee are generally reported in proprietary funds on a ful!. 
accrual basis. These include both Enterprise funds and Internal Service funds. Enterprise funds 
are considered business-type activities and are also reported under a full accrual method. This is 
the same basis as business-type activities; therefore no reconciling entries are req1,1irei:I. Internal 
service funds are reported with the Governmental Funds. The District has nc;, funds of this type. 

Fiduciary Funds 

The District is the trustee, or fiduciary, for its student aetivity funds. All of the District's fiduciary 
activities are reported in separate Fiduciary Statements. We exclude these activities from the 
District's other financial statements because the District cannot use these assets to finance their 
operations. The. District is responsible for ensuring that the -assets repo.~ed in these funds are 
used for their intended purposes. 
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RINCOl)I VALLEY UNION SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE 

GOVERNMENTAL ACTIVITIES 

The District's ne.t. assets decreased fyom $12,154,021 at June 30, 2002 to $11,202,251 at 
June 30, 2003, or 7.8%. 

Comparative Statement of Net Assets 

Assets; 
Ci\!Sh $ 
Rece!llables 
Inventories. 
Capital Assets, net 

Total Assets 

Llsbilltfes• 
Other Liabilities 
Long-term Debt Outstanding 

Total Llabifities 

Nat Assets: 
Invested In Capital Assets 

-Net of Related Debt 
Restricted 
Unrestricted 
Total Net Assets $ 

-Governmental 
Activities 

2003 

6,771,887 $ 
1,2Z9,646 

30,881 
9,379,187 

17,411,601 

1,041,939 
5,167,411 

6,209,350 

4,743,695 
3,654,057 
21804,499 

11,202,251 $ 

Tabla includes Ula tinsnc/81 data of the combined govemm,m!BI funds 

2002 

· - This Is Iha first year the Dlsbict has bee11 required to present ffn8IICIBI st«emants in sccardance 
wllh GASS statement :u. Accon1ingly, comparat!ve ffnanclBI lnfonnalhm wr1/.rl{lt be presented· 
In the Di81Jict's annual. audit repo,t llrJ/i/ fia(;aJ j!ear 2003-04. 

With the pas.sage of a general obligajion bond in March 2004 and the receipt of State School 
Facilities ModerniZatic;>n funding, the District is planoing a series of modernization and new 
construction projects that will increase capital assets by approximately $28 million. 
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RINCON VALLEY UNION SCHOOL DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

This section of the Rincon Valley Union School District's annual financial report presents our 
discussion and analysis of the Dlstrict's financial performance during the fiscal year that ended on 
June 30, 2003. Please read it in conjunction with the Independent Auditor's Report presented on 
pages 1 and 2, and the District's financial statements, which immediately follow this section. 

USING THIS ANNUAL REPORT 

This annual report consists of a series of financial statements. The Statement of Net Assets and 
· Statement of Activities, presented on pages 14 through 15, provide information about the activities 
of the District as a whole and present a longer-term view of the District's finances. The fund 
financial statements for governmental activities, presented on pages 16 through 19, provide 
information about how District services were financed in the short-term, and how much remains 
for future spending. Fund .financial statements also report the District's operations in more detail 
than the government-wide statements by providing information about the District's most significant 
funds. The remaining statements provide financial information about activities for which the 
District acts solely as a trustee or agent for the bepefit of those outside the District. 

FINANCIAi. HIGHLIGHTS 

> The District's total net assets were $11,202,251. In future years, increases or decreases 
in net assets from the previous year will be an indication of an improvement or 
deterioration of the District's financial status. 

> Total current year expenditures exceeded total current year revenues by $660,895, 
primarily due to expenditures in the General, Deferred Maintenance and Retiree Benefits · 
Funds. · · 

)> Capital assets, net of depreciation, decreased by $282,145 due primarily to current year 
depreciation. · 

)> Long-term debt increased by $9,270. 

)> Enrollment in the District increased by 1%. This has caused funding to remain fairly 
constant 

> This is the first year that capital asset balances have been included in the financial 
statements of the District as mandated by the Governmental Accounting Standards Board. . 

)> The District maintains sufficient reserves for a district Its size. It meets the state required 
minimum reserve for economic uncertainty of 3% of general fund expenditures, transfers 
out, and other uses (total outgo). During fiscal year 2002-03, General Fund expenditures 
and other financing uses totaled $18,622,925, excluding state on-behalf payments. At 
June 30, 2003, the District has available reserves of $1,215,810 in the General Fund, 
which represents a reserve of 6.5%. 
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RINCON VALLEY UNION SCHOOL DISTRICT 
MANAGEMENrs DISCUSSION AND ANALYSIS (UNAUDITED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

THE FINANCIAL REPORT 

The full annual financial report consists of three separate parts, including the basic financial 
statements, supplementarY information, and Management's Discussion and Analysis. 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,. district-wide and funds. 

> District-wide financial statements, which comprise the first two statements, provide both 
short-term and long-term information about the District's overall financial position. 

)> lndlvidual parts of the District, which are reported as fund financial statements comprise 
the remaining statements. 

•:• Basic services funding is described. in the governmental funds statements. These 
statements include sho~-tenn financing and identify the Qalance remaining for 
future spending. 

•!• Short and long-term financial information about the activities of the District that 
operate like businesses are provided in the proprietary fund statements. 

-:- Financial relationships, for which the District acts as an agent or trustee for the 
benefit of others to whom the resources belong, are presented In the flduciarY 
funds statements. 

Notes to the financials, which are iocluded in the financial statements, provide mo.re detailed data 
and explain some of the information in the statements. The required supplementary information 
provides further explanations and provides additional support for the financial statements. A 
comparison of the District's budget for the year is included. 

Reporting the District as a Whole 

The District as· a whole is reported in the District-wide statements and uses accounting methods 
similar to those used by companies in the private sector. All of the District's assets and liabilities 
are included in the Statement of Net Assets. The Statement of Activities reports all of the cuirent 
year's revenues and expenses regardless of when cash is received or paid. 

The District's financial health or position (net assets) can be measured by the difference between 
the District's assets and liabilities. 

)> Increases or decreases in the net assets of the District over time are indicators of whether 
its financial position is improving or deteriorating, respectively. 

> Additional non-financial factors such as the condition of school buildings and other 
facilities, and changes in the property tax base of the District need to be considered in 
assessing the overall health of the District. 

In the Statement of Net Assets and the Statement of Activities, we divide the District into two kinds 
of activities: 
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~~~----------...................... _ ........... 
STEPHEN ROATCH ACCOUNTANCY CORPORA TIOM 

Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT 

Board of Trustees 
Rincon Valley Union School District 
1000 Yulupa Avenue 
Santa Rosa, CA 95405 . 

We have audited the accompanying financial stateme~ of the governmental activities. and each 
major fund of the Rincon Valley Union School District, as of and for the fiscal year ended 
June 30, 2003, which collectively comprise the District's basic financial statements, as listed in 
the table of contents. These financial statements are the respo_nsibility of the Rincon Valley 
Union School District's management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 

Except as discussed in the following paragraph, 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 th.e 
Comptroller General of the United States of America. Those standards require that we plan and· 
perform the audit to obtain reasonable assurance about whether the financial statements are free 
of material misstatement. An audit Includes examining, on a test basis, evidence supporting the 
amounts· and disclosures in the financial statements. An audit also includes assessing the 
accounting prtnciples used and significant estimates made by management, as well as 
evaluating the overall financial statement presentatiOI'\. We believe that our audit provides a 
reasonable-basis for our opinion 

In accordance with Education Code Section 33128.1, management has chosen to recognize for 
General Fund budgetary and financial reporting purposes, state apportionments deferred rrom 
fiscal year 2002-03 and appropriated during fiscal year 2003-04, as fiscal year 2002-03 revenue 
that is avaUable for payment of fiscal year 2002-03 expenditu.res. Contrary to this practice, 
accounting principles generally accepted in the United states of Amer:ica prohibit similar revenues 
from being recognized for budgetary or financial reporting purposes until the funds have been 
appropriated by the state legislature. The effect of this departure on the financial position and 
cl:langes in financial position of the General Fund is nqt reasonably determined. 

In our opinion, except for the effects of recognizing state apportionments deferred from fiscal year 
2002-03 and appropriated during fiscal year 2003-04, as fiscal year 2002-03 General Fund 
revenues that are available for payment of fiscal year 2002-03 expenditures, the financial 
statements. referred to above present fairly, in all material respects, the financial position of the 
General Fund of the Rincon Valley Union School District, as of June 30, 2003, and the changes in 
financial position of the· General Fund for the fiscal year then ended in conformity with accounting 
principles generally accepted in the United states· of America. Jn addition, in our opinion, th.e 
financial statements referred to above present fairly, in all material respects, the financial position 
of the governmental activities, Special Revenue - Special Reserve Fund, Capital Facilities Fund, 
and remaining fund information for the Rincon Valley Union School District, as of June 30, 2003, 
and the changes in financial position of those actlvi~es and funds for the fiscal year then ended in 
conformity with accounting principles generally accepted in the United Sta_tes of America. 

P.O. Box 2195/Fofsom, CA 95763/Phone (915) 966-38.83/Fax (915) 966-3815 

Board of Trustees 
Rincon Valley Union School District 
Page Two 

The Management's Discussion and Analysis on pages 3 through 13 and the budgetary 
compariso.)1 information cm pages 39 and 40 are not a required part of ~e basic financial 
statements, but ls supplementary i.nformation required by the Govemmental Accounting 
Standards Board. We have applied certain limited procedures, consisting principally of inquiries 
of management regc1rding the methods of measurement and presentation of the required 
supplementary information. However, we did not audit the information and express no opinion 
onit. 

As described in Note 1C, the Rincon Valley Union School District has implemented a new 
financial reporting mode.!, as required by the provisions of Governmental Accounting Standards 
Board Statement No. 34, Basic Financial Statements • and Management's Discussion and 
Analysis • for State and Local Governments, as of June 30, 2003. 

· tn accordance with Government Auditing Standards, we have. also issued our report dated 
October 29, 2003, on our CQnslderation of the Rincon Valley Union School District's internal 
control over financial reporting and our tests of the District's compliance with certain provisions of 
laws, regulations, contracts and grants. That report is an Integral part of an aud_it performed In 
accordance with Government Auditing Standards and should be read In conjunction with this 
report in considering the results of our audit 

Our audit was conducted for the purpose of fanning an opinion on the financial statements that 
collectively comprise Rincon Valley Union School District's basic financial statements. The 
accompanying supRlementary infonnation, Including the combining statements and individuaf fund 

. schedules, the schedule of expenditures of federal awards, which is presented. as required by the 
U.S. Office of Management and Budget Circular A-133, Audits of states, L.ocal Governments, and 
Non-Profit Organizations, and the remaining schedules listed in the table of contents, are 
presented for purposes of additional analysis and are not a required part of the basic financial 
statements of Rincon Valley Union School District. Such infonnatlon has been subjected to the 
aU.dlting procedures applied in the audit of the basic financial statements and, In our opinion, is 
fairly stated, In all material respects, In relation to the basic financial statements taken as a whole. 

Octo.ber 29, 2003 

STEPHEN ROATCH ACCOUNTANCY CORPORATION 
Certified Public Accountants 
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RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 

Excerpts from Audited Financial Statements 
June 30, 2003 
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District:Rincon Valley Union Elementary School District 
Drax and Revenue Anticipation Notes 

EXHIBIT I 
ID\CTUAL CASH FLOW 
(Actuals through January 2004, Projected February through June 2004) 
GENERAL FUND 

July Au!;{ust Seetember October November December Januarr Februarr March Aeril Mar June Total 
Beginning Cash .. ~ :,i ~ 1ll 1'J ,. ~ ;ti ,,, !ti ;ti .. 
Reteipts 

Revenue Limit: Property Tax 1,494 0 0 0 368,303 4,940,902 67,574 0 0 5,219,401 0 0 fl 
Revenue Limit: State Aid 139,398 235,567 166,651 166,651 166,651 166,651 166,651 121,785 91,339 91,339 91,339 (81,711) ;IJI 
Other Receipts 787,028 166,991 139,360 569,853 208,139 828,806 465,982 374,763 432,499 809,918 432,499 1,990,587 ;ii 
Note Proceeds 3,636,481 0 0 0 0 0 0 0 0 0 0 35,319 ;JI 
Total Receipts ,. Ill II • ~ l!B II • lB • lll • ill 

Disbursements 

Salaries and Benefits 210,073 320,364 1,348,417 1,344,705 1,353,551 1,369,416 1,351,150 1,382,155 1,381,065 1,381,065 1,381,065 1,389,401 "' Other Disbursements 539,330 400,612 172,072 783,521 257,137 318,736 298,534 293,540 293,540 293,540 293,540 763,536 ~ 
Note Payment Pledge 0 0 0 0 0 0 1,440,000 0 0 1,440,000 791,800 0 • Total Disbursements !II Ill • • • • JI JI Ill JB ;al ';JI • 

Net Increase/Decrease JB (II (1' (Jf, (II " (,4J <• gJ JB <• OJ • 
Ending Cash ~ :,i ill 1ll 1'J ,. JI .Ill ,,, 111 .. ;al JI 

EXHIBITil 
111:'ROJECTED CASHFLOW 
GENERAL FUND 

Jul~ Au~ust Seetember October November December January Februar~ March Aeril Mar June Total 
Beginning Cash JI 118 - ;ti • II 111 ~ • ,,, ;fl Z1I JI 

Receipts 

Revenue Limit: Property Tax 1,500 0 0 0 146,778 4,960,693 67,845 0 0 5,240,307 0 0 • Revenue Limit: State Aid 91,339 182,677 121,785 121,785 121,785 121,785 121,785 215,156 107,578 107,578 219,078 219,078 ;IJll 
Other Receipts 59,786 112,314 137,038 480,127 143,527 791,635 373,347 360,627 419,660 747,400 419,660 1,528,039 ,. 
Note Proceeds 2,520,550 0 0 0 0 0 0 0 0 0 0 41,776 • Total Receipts ;II • • • J) ;Jl ,,, :I ,i ffll II • Al 

Disbursements 

Salaries and Benefits 212,815 324,502 1,358,683 1,354,663 1,363,637 1,379,971 1,361,126 1,392,334 1,391,211 1,391,211 1,391,211 1,401,751 

--Other Disbursements 65,176 303,661 233,909 311,658 406,768 261,069 209,634 266,685 266,685 266,685 266,685 524,608 JI 
Note Payment Pledge 0 0 0 0 0 0 1,000,000 0 0 1,000,000 562,326 0 JI 
Total Disbursements J II • ~ ,p • .. ,lit JI ;!II ;11 • IJi 

Net Increase/Decrease ~ (~ (,QI (,111 (3 j\B (;!J (8 <• JI gJ ~ :- 9 

Ending Cash 118 - ;JI • II .. ~ • ,,, Ji 7,11 al ~ -



Other District Funds 

The District maintains a substantial balance in the following funds. Such funds are generally 
restricted in purpose, but may be accessed on a temporary basis by Board action. For a more detailed 
description of the transfer ofrestricted fund monies, see "THE NOTES- Other District Funds" herein. 

RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 
Other District Funds 

Fund 
Special Revenue Funds 

Cafeteria 
Child Development 
Deferred Maintenance 
Retiree Benefit Fund 
Special Reserve 
Subtotal for Special Revenue Funds 

Capital Project Funds 
Building 
Capital Facilities 
Special Reserve (Capital) 
Subtotal for Capital Project Funds 

Total Alternate Liquidity 

Audited Financial Statement. 

June 30, 2003, 
BalanceC•l 

$ 223,783 
173,157 
112,205 

13,390 
1,047,443 
1,569,978 

541,736 
2,701,449 

324,933 
3,568,118 

$5,138,095 

(a) 

(b) 

(c) 
Second Interim Report adopted on March 9, 2004. 
The District. 

Cash Flows 

June 30, 2004, 
Estimated BalanceCbl 

$ 173,040 
200,360 
108,026 

13,390 
815,443 

1,310,259 

28,211 
1,215,177 

501,376 
1,744,764 

$3,055,024 

June 30, 2005, 
Estimated Balance(c) 

$ 85,824 
259,951 
103,899 

0 
840,443 

1,290,117 

2,321,966 
973,879 
545,786 

3,841,631 

$5,131,748 

The District's general fund expenditures tend to be heaviest in the middle and end of the school year 
and lightest during the summer months. Receipts have followed an uneven pattern, primarily because secured 
tax installment payment dates are in December and April. 

Exhibit I which follows shows fiscal year 2003/04 actual cash receipts and disbursements through 
January 2004, and estimates for the remainder of the fiscal year. Exhibit II which follows shows projected 
cash receipts and disbursements for fiscal year 2004/05 when the Notes will be outstanding. The projected 
cash flows for fiscal year 2004/05 take into account the receipt and payment of the Notes. 

140 



District Debt Structure 

The District has never defaulted on the payment of principal or interest on any of its indebtedness. 

Short-Term Obligations. On July 1, 2003, the District issued $3,600,000 tax and revenue anticipation 
notes due June 30, 2004. The notes are general obligations of the District, secured and payable from general 
fund revenues received during or allocable to, the 2003/04 fiscal year. 

Long-Term Obligations. For a description of the District's long-term debt, see "RINCON VALLEY 
UNION ELEMENT ARY SCHOOL DISTRICT - Excerpts from Audited Financial Statements, 
June 30, 2003." 

In addition to the long-term debt listed in the Audited Financial Statement, June 30, 2003, the District 
issued General Obligation Bonds, Election of 2004, Series 2004 in the amount of $16,500,000 on June 3, 
2004. 

Note Coverage Ratio 

Projected Unrestricted Moneys available for Note repayment on June 30, 2005, provides coverage of 
1.82 times the principal and interest due on the Notes at maturity. See "THE NOTES - Security and 
Sources of Payment" herein. 

RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 
Note Coverage Ratio 

Projected Beginning Cash Balance, July 1, 2004 

Projected 2004/05 Cash Receipts (Including Note Proceeds) 

Less Projected 2004/05 Disbursements (Excluding Note Repayment) 

Balance 

Note Repayment 

NOTE COVERAGE RATIO 
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$ 2,054,567 

20,304,017 

(17,706,342) 

$ 4,652,242 

$ 2,562,326 

1.82: 1 



Comparative Financial Statements 

The following table reflects the District's revenues, expenditures and fund balances from fiscal year 
2000/01 to budget year 2004/05: 

RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 
General Fund Revenues, Expenditures and Fund Balances 

Estimated Projected 
Actuals Actuals Actuals Actuals Budget 

2000/01 (a) 2001/02 (a) 2002/03 (a) 2003/04 (b) 2004/05 (b) 

Revenues 

Revenue Limit Sources: $12,l 19,983 $12,168,531 

State Aid $ 2,882,778 $2,684,910 $ 1,900,135 

Property Taxes 8,375,981 9,206,143 10,354,679 

Federal Revenue 621,829 707,274 772,955 943,548 819,352 

Other State Revenue 3,921,822 3,216,954 3,009,636 3,000,575 2,786,075 

Other Local Revenue 2,368,030 2,170,954 1,937,103 1,924,527 1,967,733 

Total Revenues 18,170,440 17,986,235 17,974,508 17,988,632 17,741,691 

Expenditures 

Certificated Salaries 9,308,687 9,248,277 9,239,389 9,323,838 9,318,980 

Classified Salaries 2,725,378 2,757,942 2,669,703 2,355,970 2,395,621 

Employee Benefits 2,379,604 2,403,602 2,541,522 2,532,617 2,608,516 

Books and Supplies 990,587 794,259 1,323,825 987,924 602,515 

Services, Other Operating Expenses 2,049,179 2,491,731 2,569,666 2,534,557 2,408,619 

Capital Outlay 255,926 684,100 10,384 182,960 22,091 

Other Outgo 244,120 230,634 112,474 167,000 167,000 

Total Expenditures 17,953,481 18,610,545 18,466,963 18,084,866 17,523,342 

Other Financing Sources I (Uses) 

Interfund Transfers In I Other Sources 88,000 533,939 310,000 132,000 0 

Interfund Transfers Out I Other Uses (131,500) (137,415) (155,959) (183,000) (183,000) 

Total Other Financing Sources/(Uses) (43,500) 396,524 154,041 (51,000) (183,000) 

Excess of Revenues Over (Under) Expenditures 173,459 (227,786) (338,415) (147,234) 35,349 

Beginning Fund Balance 2,144,859 2,318,318 2,190,265 1,851,850 1,704,616 

Prior Year Adjustments 0 99,733 0 0 0 

Ending Fund Balance $ 2,318,318 $ 2,190,265 $ 1,851,850 $ 1,704,616 $ 1,739,965 

(a) Audited Financial Statements. 
(b) Second Interim Report adopted on March 9, 2004. 
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RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 
Revenue Limit Income 

Fiscal Year Revenue Limit Income Percent of General Fund Revenues 

2000/01 (a) 

2001102<•) 
2002103(•) 
2003/04(b) 
2004/05(bl 

<•J Audited Financial Statements. 
(bl Second Interim Report adopted on March 9, 2004. 

$11,258,759 
I 1,891,053 
12,254,814 
12,119,983 
12,168,531 

61.96% 
66.11 
68.18 
67.38 
68.59 

The largest part of each school district's general fund expenditures are used to pay certificated and 
classified salaries and employee benefits. Changes in salary and benefit expenditures from year to year are 
generally based on changes in staffing levels, negotiated salary increases, and the overall cost of employee 
benefits. Even with no negotiated salary increase, normal movement of "step and column" on the salary scale 
results in increased expenditures (if no other staffing changes are made). 

The District expects a reduction of two full-time equivalent certificated and no change in the number 
of full-time equivalent classified employees for the 2004/05 fiscal year. The District expects a 0% negotiated 
salary increase for certificated employees, and a 0% negotiated salary increase for classified employees for 
the 2004/05 fiscal year. Overall salaries and benefits are projected to increase by . 78% in the 2004/05 fiscal 
year. 

(a) 

(bl 

RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 
Salaries and Benefits 

Fiscal Year Salaries and Benefits Percent of General Fund Expenditures 

2000/01 (a) 

2001/02 (a) 

2002/03 (a) 

2003/04(b) 
2004/05(bl 

Audited Financial Statements. 
Second Interim Report adopted on March 9, 2004. 

$14,413,669 
14,409,821 
14,450,615 
14,212,425 
14,323,117 
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80.28% 
77.43 
78.25 
78.59 
81.74 



Labor Relations 

The District employs 151 full-time equivalent certificated and 110 full-time equivalent classified 
employees. There are two formal bargaining organizations that are active in the District. 

RINCON VALLEY UNION ELEMENTARY SCHOOL DISTRICT 
Labor Relations 

Labor Organization 
Number of Employees 

In Organization Contract Expiration Date 

California School Employees Association 
California Teachers Association 

<•> Negotiations pending. 

Source: The District. 

Investment of District Funds 

148 
163 

June 30 2004Ca) 
June 30'. 2004(•) 

Substantially all of the District's operating funds are held by the Sonoma County Treasurer and 
invested pursuant to the County's investment policies. The County's cash management and investment 
program is generally coordinated on a "pooled" basis. See "APPENDIX F - SONOMA COUNTY -
COUNTY INVESTMENT PORTFOLIO REPORT" herein. 

2004/05 Budget Assumptions 

The comparative financial tables and cash flows that follow are based on preliminary budget 
estimates provided by the District. In accordance with provisions of the State Education Code, the District 
must adopt a budget on or before July 1 of each year. Subsequent to July 1, copies of the District's adopted 
budget will be available upon request to the District. 

The largest part of each school district's general fund revenues are received from revenue limit 
sources. Each school district calculates its own revenue limit per unit of A.D.A. according to State formula. 
The revenue limit defines the fixed amount of general purpose revenue a school district receives from local 
property taxes and State aid. Property taxes that are paid toward the revenue limit are based on a school 
district's portion of the one percent ad valorem tax levy on real property collected by each county. State aid is 
an amount equal to the difference between the calculated revenue limit and the amount oflocal property taxes 
received. Except for basic aid districts, changes in revenue limit income received from year to year are 
generally based on the cost ofliving adjustment to the revenue limit ("COLA") established by the State and 
the year to year growth in A.D.A. The District is not a basic aid district. The District has assumed A.D.A. 
growth as reflected in the table above, and 1.84% COLA for the 2004/05 revenue limit income in the table 
below. See "GENERAL SCHOOL DISTRICT INFORMATION- State Funding of Education" and"
Average Daily Attendance" herein. 
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