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Emphasis of Matter - Management's Plan

As discussed in Note 13 of the financial statements, the District has suffered from declining student
enroliment and attendance percentages, cost pressures related to escalating pension costs and costs
associated with Special Education program and facilities requirements and significant deficit spending in
the General Fund. Management's plan in regards to these matters is described in Note 13. Our opinion is
not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management'’s
Discussion and Analysis on pages 4 to 15 and the Required Supplementary Information, such as the
General Fund Budgetary Comparison Schedule, the Schedule of Changes in Net Other Postemployment
Benefits (OPEB) Liability and Related Ratios, the Schedule of the District's Contributions - OPEB, the
Schedule of Money-Weighted Rate of Return on OPEB Plan Investments, Schedule of the District's
Proportionate Share of the Net Pension Liability, and Schedule of the District's Contributions on pages 64
to 71 be presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by Governmental Accounting Standards Board who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Sacramento City Unified School District's basic financial statements. The accompanying
schedule of expenditure of federal awards as required by Title 2 U.S. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, and the other supplementary information listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The schedule of expenditure of federal awards and other supplementary information as listed in the table
of contents are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information, except for the Schedule of Financial Trends and Analysis, has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the schedule of expenditure of federal awards and other supplementary
information as listed in the table of contents, except for the Schedule of Financial Trends and Analysis,
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The Schedule of Financial Trends and Analysis has not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on it.
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Governance

The District is governed by a Board of Education consisting of seven members and one student member. The
regular members are elected to staggered four-year terms every two years. As a result of the passage of two
ballot measures at the November 7, 2006 election, beginning in 2008, Board member elections are no longer
held district-wide but instead are held among voters who reside in each of seven trustee areas.

Strategic Plan and Guiding Principle

The District's Strategic Plan 2016-2021 makes a commitment to provide every student with access to
opportunities for success. It functions like a blueprint, outlining a vision for our schools in the future and providing
the steps necessary to attain the vision. The Strategic Plan also guides the District's Local Control and
Accountability Plan, pairing actions with resources.

The District’s Mission:

Students graduate as globally competitive lifelong learners, prepared to succeed in a career and higher
education institution of their choice to secure gainful employment and contribute to society.

The District’s Vision:
Every student is a responsible, productive citizen in a diverse and competitive world.
The District's Core Values:

" Equity: Commitment to reducing the academic achievement gap by ensuring that all students have
equal access to the opportunities, supports and the tools they need to be successful.

" Achievement: Students will be provided with a relevant, rigorous and well-rounded curriculum, with the
expectation that all will be well prepared for a career and post-secondary education.

" Integrity: Communication and interaction among and between students, parents, staff, labor and
community partners is defined by mutual respect, trust and support.

" Accountability: Commitment to transparency and ongoing review of data will create a culture focused
on results and continuous improvement in a fiscally sustainable manner.

The District’s Goals:

" College, Career and Life Ready Graduates: Challenge and support all students to actively engage in
rigorous and relevant curriculum that prepares them for college, career, and a fulfilling life, regardless of
Zip code, race/ethnicity, ability, language proficiency, and life circumstance.

" Safe, Emotionally Healthy and Engaged Students: Provide supports and opportunities to ensure that
every student succeeds, with safe school environments that foster student engagement, promote daily
attendance, and remove barriers to learning.

" Family and Community Empowerment: Commit to a welcoming school environment for our community;
recognize and align district partnerships; and provide tools and family empowerment opportunities that
are linked to supporting student academic achievement and social emotional competencies in order for
families to be equal and active partners in their child’s educational success.



Strategic Plan and Guiding Principle  (Continued)

" QOperational Excellence: Be a service-focused organization. Consistently serve students, families, staff
and community with efficient and effective programs, practices, policies and procedures at every point of
contact across the district.

In addition to the Strategic Plan, the District's Equity, Access, and Social Justice Guiding Principle — All students
are given an equal opportunity to graduate with the greatest number of postsecondary choices from the widest
array of options — guides decision making and resource allocation.

Overview of the Financial Statements

This annual report consists of five parts: (1) management's discussion and analysis (this section); (2) the financial
statements; (3) required supplementary information; (4) supplementary information and (5) findings and
recommendations.

The remainder of the MD&A highlights the structure and contents of each of the statements.

The financial statements include two kinds of statements that present different views of the District: district-wide
financial statements and fund financial statements. The financial statements also include notes that explain some
of the information in the statements and provide more detail.

The first two statements are district-wide financial statements that provide both short-term and long-term
information about the District's overall financial position. The Statement of Net Position includes all of the
District's assets and liabilities and deferred outflows and inflows of resources. All current year revenues and
expenses are accounted for in the Statement of Activities regardless of when cash is received or paid. The
District's activities are divided into two categories:

" Governmental activities — Most of the District's basic services are included here, such as regular and
special education, transportation and administration. State support from Local Control Funding Formula
(LCFF) and categorical apportionments finance most of these activities.

Business-type activities — The District does not currently have any business-type activities.
These two financial statements start on page 16.

The remaining statements are fund financial statements that report on the District’'s operations in more detail
than the district-wide statements. These statements begin on page 18.

The statements are followed by a section of required supplementary information and supplementary information
that further explains and supports the financial statements with a comparison of the District's budget for the year.

District-wide Financial Condition

The Statement of Net Position is a district-wide financial statement that reports all that the District owns (assets)
and owes (liabilities). The District displays the book value of all district assets including buildings, land and
equipment, and related depreciation, in this financial statement. Land is accounted for at purchase cost, not
market value, and is not depreciated. Many of our school sites have low values because the District acquired
the land many decades ago. School buildings are valued at their historical construction cost less depreciation.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
STATEMENT OF NET POSITION
June 30, 2019

ASSETS

Cash and investments (Note 2)

Receivables

Prepaid expenses

Stores inventory

Non-depreciable capital assets (Note 4)

Depreciable capital assets, net of accumulated
depreciation (Note 4)

Total assets
DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows of resources - pensions (Notes 8 and 9)
Deferred outflows of resources - OPEB (Note 10)
Deferred loss on refunding of debt

Total deferred outflows of resources
LIABILITIES

Accounts payable
Unpaid claims and claim adjustment expenses (Note 5)
Unearned revenue
Long-term liabilities (Note 6):
Due within one year
Due after one year

Total liabilities
DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources - OPEB (Note 10)
Deferred inflows of resources - pensions (Notes 8 and 9)

Total deferred inflows of resources
NET POSITION

Net investment in capital assets
Restricted:
Legally restricted programs
Capital projects
Debt service
Unrestricted

Total net position

Governmental

Activities

263,373,978
46,385,520
32,579
720,753
98,264,916

502,465,454

911,243,200

172,835,413
32,997,866
2,085,235

207,918,514

59,295,851
446,188
11,542,203

39,558,780

1,569,259,938

1,680,102,960

256,409,156
41,025,000

297,434,156

101,653,692

25,726,082
53,007,324
31,953,446

(1,070,715,946)

$ (858,375,402)

See accompanying notes to the financial statements

16.



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2019

Governmental activities:

Instruction

Instruction-related services:
Supervision and administration
Library, media and technology
School site administration

Pupil services:
Home-to-school transportation
Food services
All other pupil services

General administration:
Centralized data processing
All other general administration

Plant service

Ancillary services

Community services

Enterprise activities

Other outgo

Interest on long-term liabilities

Total governmental activities

Net (Expense)
Revenue and

Changes in
Program Revenues Net Position
Charges Operating Capital
For Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities
$ 419,527,389 1,010,865 111,121,881 - $ (307,394,643)
37,565,280 35,098 20,518,460 - (17,011,722)
2,847,316 183 692,544 - (2,154,589)
40,942,134 2,363 5,330,261 - (35,609,510)
13,457,061 12,874 1,141,344 - (12,302,843)
25,749,086 901,138 28,613,568 - 3,765,620
40,094,384 2,100 17,080,254 - (23,012,030)
4,118,665 451 100,842 - (4,017,372)
24,625,737 29,329 4,445,612 - (20,150,796)
55,258,398 116,212 3,595,948 - (51,546,238)
3,524,605 79 181,916 - (3,342,610)
481,598 - 11,269 - (470,329)
68,114 - - - (68,114)
804,233 1,968 15,211 - (787,054)
23,707,226 - - - (23,707,226)
$ 692,771,226 2,112,660 192,849,110 - (497,809,456)

General revenues:

Taxes and subventions:

Taxes levied for general purposes
Taxes levied for debt service

Taxes levied for other specific purposes

Federal and state aid not restricted to specific purposes
Interest and investment earnings

Interagency revenues

Miscellaneous
Proceeds from the sale of land/building

Total general revenues
Change in net position
Net position, July 1, 2018

Net position, June 30, 2019

104,041,329
45,363,682
4,746,114
328,765,116
4,986,848
2,424,979
9,862,501
1,360,162

——————————

501,550,731

3,741,275
(862,116,677)

$ (858,375,402

See accompanying notes to the financial statements

17.



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2019

ASSETS

Cash and investments:
Cash in County Treasury
Cash on hand and in banks
Cash in revolving fund
Cash with Fiscal Agent

Receivables

Due from grantor governments

Due from other funds

Prepaid expenditures

Stores inventory

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Unearned revenue
Due to other funds

Total liabilities

Fund balances:
Nonspendable
Restricted
Assigned
Unassigned

Total fund balances

Total liabilities and
fund balances

Bond
Interest and All Total
General Building Redemption Non-Major Governmental
Fund Fund Funds Funds Funds

$ 74,722,121 $ 40,423,636 $ 46,146,770 $ 29,249,328 $ 190,541,855

67,519 671 819,367 887,557
225,000 - - 2,000 227,000

- 60,368,869 - - 60,368,869
8,707,218 520,672 409,182 8,312,693 17,949,765
23,390,594 - - 3,504,273 26,894,867
5,970,784 37,061 - 2,484,623 8,492,468
19,306 - - - 19,306
104,845 - - 615,908 720,753

$ 113207387 $ 101350909 $ 46555952 $ 44988192 $ 306,102,440

$ 30,947,183 $ 6,009,721 $ 14,292,920 $ 2,628,509 $ 53,878,333

10,438,729 - 309,586 793,888 11,542,203
1,492,130 60,739 - 6,939,479 8,492,348
42,878,042 6,070,460 14,602,506 10,361,876 73,912,884
349,151 - - 617,908 967,059
9,195,510 95,280,449 31,953,446 34,008,408 170,437,813
8,033,202 - - - 8,033,202
52,751,482 - - - 52,751,482
70,329,345 95,280,449 31,953,446 34,626,316 232,189,556

$ 113,207,387 $ 101,350,909 $ 46555952 $ 44988192 $ 306,102,440

See accompanying notes to the financial statements

18.



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET -

TO THE STATEMENT OF NET POSITION

June 30, 2019

Total fund balances - Governmental Funds

Amounts reported for governmental activities in the statement of net
position are different because:

Capital assets used for governmental activities are not financial
resources and, therefore, are not reported as assets in
governmental funds. The cost of the assets is $1,189,860,150 and
the accumulated depreciation is $589,129,780 (Note 4).

Long-term liabilities are not due and payable in the current period and,
therefore, are not reported as liabilities in the governmental funds.
Long-term liabilities at June 30, 2019 consisted of (Note 6):

General Obligation Bonds
Accreted interest

Lease Revenue Bonds

Premium on issuance

Capitalized lease obligations

Net pension liability (Notes 8 and 9)
Net OPERB liability (Note 10)
Compensated absences

Internal service funds are used to conduct certain activities for which
costs are charged to other funds on a full cost-recovery basis. Net
position of the Self-Insurance Fund is:

In the governmental funds, interest on long-term liabilities is not
recognized until the period in which it matures and is paid. In the
government-wide statement of activities, it is recognized in the
period that it is incurred:

Losses on the refunding of debt are recognized as expenditures in the
period they are incurred. In the government-wide statements, they
are categorized as deferred outflows and are amortized over the life
of the related debit.

In government funds, deferred outflows and inflows of resources
relating to other postemployment benefits (OPEB) are not reported
because they are applicable to future periods. In the statement of net
position, deferred outflows and inflows of resources relating to OPEB
are reported (Note 10).

Deferred outflows of resources relating to OPEB
Deferred inflows of resources relating to OPEB

In government funds, deferred outflows and inflows of resources
relating to pensions are not reported because they are applicable to
future periods. In the statement of net position, deferred outflows
and inflows of resources relating to pensions are reported (Notes 8
and 9).

Deferred outflows of resources relating to pensions
Deferred inflows of resources relating to pensions

Total net position - governmental activities

$ 232,189,556

600,730,370

(464,177,966)
(18,546,706)
(63,120,000)
(34,229,996)

(2,820)

(497,997,000)

(526,175,712)

(4,568,518)
(1,608,818,718)
12,448,490
(5,409,458)
2,085,235
32,997,866

(256,409,156)

(223,411,290)

172,835,413
(41,025,000)
131,810,413
$ (858,375,402)

See accompanying notes to the financial statements.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS -
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2019

Net change in fund balances - Total Governmental Funds

Amounts reported for governmental activities in the statement of
activities are different because:

Acquisition of capital assets is an expenditure in the
governmental funds, but increases capital assets in the
statement of net position (Note 4).

Depreciation of capital assets is an expense that is not
recorded in the governmental funds (Note 4).

In the governmental funds, the entire proceeds from the
disposal of capital assets is reported as revenue. In the
statement of activities, only the resulting gain or loss is
reported (Note 4).

Proceeds from debt are recognized as other financing sources
in the governmental funds, but increases the long-term
liabilities in the statement of net position (Note 6).

Repayment of principal on long-term liabilities is an
expenditure in the governmental funds, but decreases the
long-term liabilities in the statement of net position (Note 6).

Accreted interest is an expense that is not reported in the
governmental funds (Note 6).

Premiums related to the issuance of long-term liabilities is
recognized as an other financing source in the governmental
funds, but decreases the liability in the statement of net
position. (Note 6).

In governmental funds, deferred inflows and deferred
outflows of resources are not recognized. In the
government-wide statements, deferred inflows and deferred
outflows of resources are amortized over the life of the debt.
The net activity in the deferred outflow for the current year
is:

In governmental funds, interest on long-term liabilities is
recognized in the period that it becomes due. In the
government-wide statement of activities, it is recognized in
the period that it is incurred.

Internal service funds are used to conduct certain activities for
which costs are charged to other funds on a full cost recovery
basis. The change in net position for the Self-Insurance Fund
was:

$ (57,524,567)

75,742,175

(36,095,962)

(206,515)

(10,000,000)

35,911,643

(2,013,320)

2,467,442

(335,656)

248,935

818,269

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS -

TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2019

In government funds, pension costs are recognized when
employer contributions are made. In the statement of
activities, pension costs are recognized on the accrual basis.
This year, the difference between accrual-basis pension

costs and actual employer contributions was (Notes 8 and 9): $ (25,287,536)

In the statement of activities, expenses related to compensated
absences are measured by the amounts earned during the
year. In the governmental funds, expenditures are measured

by the amount of financial resources used (Notes 6). (352,401)

In the statement of activities, expenses related to net OPEB

liability are measured by the amounts earned during the year.

In the governmental funds, expenditures are measured by the
amount of financial resources used (Notes 6 and 10). 20,368,768
Change in net position of governmental activities $ 3,741,275

See accompanying notes to the financial statements.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
STATEMENT OF FUND NET POSITION - PROPRIETARY FUND
SELF-INSURANCE FUND
June 30, 2019

ASSETS

Current assets:
Cash and investments:
Cash in County Treasury
Collections awaiting deposit
Cash with Fiscal Agent
Receivables
Prepaid expenses

Total current assets
LIABILITIES
Current liabilities:

Accounts payable
Due to other funds

Unpaid claims and claim adjustment expenses

Total current liabilities

NET POSITION

Unrestricted

$ 11,095,957

$ 12448490

See accompanying notes to the financial statements.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
STATEMENT OF CHANGE IN
NET POSITION - PROPRIETARY FUND
SELF-INSURANCE FUND
For the Year Ended June 30, 2019

Operating revenues:
Self-insurance premiums
Other state revenue
Total operating revenues
Operating expenses:
Classified salaries
Employee benefits
Books and supplies
Contract services
Provision for claims and claim adjustment expenses
Total operating expenses
Net operating income

Non-operating income:
Interest income

Change in net position
Total net position, July 1, 2018

Total net position, June 30, 2019

$ 15,533,499

21,857

15,555,356

342,990
210,586
9,723
1,053
14,334,946
14,899,298

656,058

162,211

818,269
11,630,221

$ 12448490

See accompanying notes to the financial statements.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
SELF-INSURANCE FUND
For the Year Ended June 30, 2019

Cash flows from operating activities:
Cash received from self-insurance premiums and other revenue
Cash paid for employee benefits
Cash paid for other expenses

Net cash provided by operating activities

Cash flows provided by investing activities:
Interest income received

Change in cash and investments
Cash and investments, July 1, 2018

Cash and investments, June 30, 2019

Reconciliation of net operating income to net cash provided by
operating activities:
Net operating income
Adjustments to reconcile net operating income to net cash
provided by operating activities:
Decrease (increase) in:
Receivables
Prepaid expenses
(Decrease) increase in:
Unpaid claims and claim adjustment expenses
Accounts payable
Due to other funds

Total adjustments

Net cash provided by operating activities

$ 15,595,775
(14,431,762)
(577.652)

586,361

162,211

748,572
10,600,125

$ 11348697

$ 656,058

40,419
(13,273)

(96,816)
3,804
(3,831)
(69,697)

$ 586361

See accompanying notes to the financial statements.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION
TRUST AND AGENCY FUNDS
June 30, 2019

Trust Agency
Fund Funds
Scholar- Student Warrant
ship Body Pass-Through
Trust Funds Fund
ASSETS
Cash and investments (Note 2):
Cash in County Treasury $ - $ - $ 41,515,280
Cash on hand and in banks 462,238 1,335,432 -
Receivables - 1,072 -
Stores inventory - 3,614 -
Total assets 462,238 $ 1,340,118 $ 41,515,280
LIABILITIES
Due to student groups - $ 1,340,118 $ -
Accounts payable - - 41,515,280
Total liabilities - $ 1340118 $ 41,515,280
NET POSITION
Restricted for scholarships $ 462,238

See accompanying notes to the financial statements

26.



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
STATEMENT OF CHANGE IN FIDUCIARY NET POSITION
TRUST FUND
For the Year Ended June 30, 2019

Scholarship
Trust
Additions:
Other local sources $ 18,909
Deductions:
Contract services and operating
expenditures 39,307
Change in net position (20,398)
Net position, July 1, 2018 482,636
Net position, June 30, 2019 $ 462,238

See accompanying notes to the financial statements

27.


















SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Position: Net position is displayed in three components:

1. Net Investment in Capital Assets — Consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances (excluding unspent bond
proceeds) of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.

2. Restricted Net Position - Restrictions of the ending net position indicate the portions of net position not
appropriable for expenditure or amounts legally segregated for a specific future use. The restriction
for legally restricted programs represents the portion of net position restricted to specific program
expenditures. The restriction for debt service repayments represents the portion of net position which
the District plans to expend on debt repayment in the ensuing year. The restriction for capital projects
represents the portion of net position restricted for capital projects. The restriction for scholarships
represents the portion of net position to be used to provide financial assistance to students of the
District. It is the District's policy to first use restricted net position when allowable expenditures are
incurred.

3. Unrestricted Net Position — All other net position that does not meet the definitions of "restricted" or
"net investment in capital assets".

Fund Balance Classifications: Governmental Accounting Standards Board Codification Sections 1300
and 1800, Fund Balance Reporting and Governmental Fund Type Definitions (GASB Cod. Sec. 1300 and
1800) implements a five-tier fund balance classification hierarchy that depicts the extent to which a
government is bound by spending constraints imposed on the use of its resources. The five
classifications, discussed in more detail below, are nonspendable, restricted, committed, assigned and
unassigned.

A - Nonspendable Fund Balance:

The nonspendable fund balance classification reflects amounts that are not in spendable form, such as
revolving fund cash, stores inventory and prepaid expenditures.

B - Restricted Fund Balance:

The restricted fund balance classification reflects amounts subject to externally imposed and legally
enforceable constraints. Such constraints may be imposed by creditors, grantors, contributors, or laws or
regulations of other governments, or may be imposed by law through constitutional provisions or enabling
legislation. These are the same restrictions used to determine restricted net position as reported in the
government-wide and fiduciary trust fund statements.

C - Committed Fund Balance:

The committed fund balance classification reflects amounts subject to internal constraints self-imposed by
formal action of the Board of Education. The constraints giving rise to committed fund balance must be
imposed no later than the end of the reporting period. The actual amounts may be determined
subsequent to that date but prior to the issuance of the financial statements. Formal action by the Board
of Education is required to remove any commitment from any fund balance. At June 30, 2019, the District
had no committed fund balances.

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

June 30, 2019

NOTE 7 — FUND BALANCES

Fund balances, by category, at June 30, 2019 consisted of the following:

Nonspendable:
Revolving cash fund
Stores inventory
Prepaid expenditures

Subtotal nonspendable

Restricted:
Legally restricted programs
Capital projects
Debt service

Subtotal restricted

Assigned:
Science Textbook Adoption
Donations
Computer replacement program
Sites Saturday Attendance Initiative
Computer Blade Server
Other Assigned

Subtotal assigned

Unassigned:
Designated for economic
uncertainty

Total fund balances

Bond
Interest All
General Building Redemption Non-Major
Fund Fund Fund Funds Total
$ 225,000 $ - $ - $ 2,000 $ 227,000
104,845 - - 615,908 720,753
19,306 - - - 19,306
349,151 - - 617,908 967,059
9,195,510 - - 15,912,664 25,108,174
- 95,280,449 - 18,095,744 113,376,193
- - 31,953,446 - 31,953,446
9,195,510 95,280,449 31,953,446 34,008,408 _ 170,437,813
6,000,000 - - - 6,000,000
802,910 - - - 802,910
475,000 - - - 475,000
332,056 - - - 332,056
250,000 - - - 250,000
173,236 - - - 173,236
8,033,202 - - - 8,033,202
52,751,482 - - - 52,751,482

$ 70329345 $ 95280449 $ 31953446 $ 34626316 $ 232189556

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE 8 — NET PENSION LIABILITY — STATE TEACHERS' RETIREMENT PLAN
General Information about the State Teachers’ Retirement Plan

Plan Description: Teaching-certified employees of the District are provided with pensions through the
State Teachers’ Retirement Plan (STRP) — a cost-sharing multiple-employer defined benefit pension plan
administered by the California State Teachers’ Retirement System (CalSTRS). The Teachers'
Retirement Law (California Education Code Section 22000 et seq.), as enacted and amended by the
California Legislature, established this plan and CalSTRS as the administrator. The benefit terms of the
plan may be amended through legislation. CalSTRS issues a publicly available financial report that can
be obtained at http://www.calstrs.com/comprehensive-annual-financial-report.

Benefits Provided: The STRP Defined Benefit Program has two benefit formulas:

x CalSTRS 2% at 60: Members first hired on or before December 31, 2012, to perform service that
could be creditable to CalSTRS.

x CalSTRS 2% at 62: Members first hired on or after January 1, 2013, to perform service that could be
creditable to CalSTRS.

The Defined Benefit (DB) Program provides retirement benefits based on members' final compensation,
age and years of service credit. In addition, the retirement program provides benefits to members upon
disability and to survivors/beneficiaries upon the death of eligible members. There are several differences
between the two benefit formulas which are noted below.

CalSTRS 2% at 60

CalSTRS 2% at 60 members are eligible for normal retirement at age 60, with a minimum of five years of
credited service. The normal retirement benefit is equal to 2.0 percent of final compensation for each year
of credited service. Early retirement options are available at age 55 with five years of credited service or
as early as age 50 with 30 years of credited service. The age factor for retirements after age 60 increases
with each quarter year of age to 2.4 percent at age 63 or older. Members who have 30 years or more of
credited service receive an additional increase of up to 0.2 percent to the age factor, known as the career
factor. The maximum benefit with the career factor is 2.4 percent of final compensation.

CalSTRS calculates retirement benefits based on a one-year final compensation for members who retired
on or after January 1, 2001, with 25 or more years of credited service, or for classroom teachers with less
than 25 years of credited service if the employer elected to pay the additional benefit cost prior to
January 1, 2014. One-year final compensation means a member’s highest average annual compensation
earnable for 12 consecutive months calculated by taking the creditable compensation that a member
could earn in a school year while employed on a full time basis, for a position in which the person worked.
For members with less than 25 years of credited service, final compensation is the highest average
annual compensation earnable for any three consecutive years of credited service.

CalSTRS 2% at 62

CalSTRS 2% at 62 members are eligible for normal retirement at age 62, with a minimum of five years of
credited service. The normal retirement benefit is equal to 2.0 percent of final compensation for each year
of credited service. An early retirement option is available at age 55. The age factor for retirement after
age 62 increases with each quarter year of age to 2.4 percent at age 65 or older.

All CalSTRS 2% at 62 members have their final compensation based on their highest average annual
compensation earnable for three consecutive years of credited service.

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE 9 — NET PENSION LIABILITY — PUBLIC EMPLOYER'S RETIREMENT FUND B (Continued)

Contributions: The benefits for the defined benefit pension plans are funded by contributions from
members and employers, and earnings from investments. Member and employer contributions are a
percentage of applicable member compensation. Member contribution rates are defined by law and
depend on the respective employer’s benefit formulas. Employer contribution rates are determined by
periodic actuarial valuations or by state statute. Actuarial valuations are based on the benefit formulas
and employee groups of each employer. Employer contributions, including lump sum contributions made
when districts first join PERF B, are credited with a market value adjustment in determining contribution
rates.

The required contribution rates of most active plan members are based on a percentage of salary in
excess of a base compensation amount ranging from zero dollars to $863 monthly.

Required contribution rates for active plan members and employers as a percentage of payroll for the
year ended June 30, 2019 were as follows:

Members - The member contribution rate was 6.50 or 7.50 percent of applicable member earnings for
fiscal year 2018-19.

Employers - The employer contribution rate was 18.062 percent of applicable member earnings.

The District contributed $13,259,325 to the plan for the fiscal year ended June 30, 2019.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2019, the District reported a liability of $144,170,000 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2018, and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of June 30,
2017. The District's proportion of the net pension liability was based on the District's share of
contributions to the pension plan relative to the contributions of all participating school Districts. At
June 30, 2018, the District's proportion was 0.541 percent, which was an increase of 0.023 percent from
its proportion measured as of June 30, 2017.

For the year ended June 30, 2019, the District recognized pension expense of $33,387,857 and revenue
of $4,890,641 for support provided by the State.. At June 30, 2019, the District reported deferred
outflows of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Difference between expected and actual experience $ 9,451,000 $ -
Changes of assumptions 14,395,000 -
Net differences between projected and actual earnings
on investments 1,183,000 -
Changes in proportion and differences between District
contributions and proportionate share of contributions 3,178,000 573,000
Contributions made subsequent to measurement date 13,259,325 -
Total $ 41,466,325 $ 573,000

(Continued)
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NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE 9 — NET PENSION LIABILITY — PUBLIC EMPLOYER'S RETIREMENT FUND B (Continued)

$13,259,325 reported as deferred outflows of resources related to pensions resulting from contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the
year ended June 30, 2020. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized in pension expense as follows:

Years Ended

June 30,
2020 $ 15,458,833
2021 $ 12,158,833
2022 $ 867,334
2023 $ (851,000)

Differences between expected and actual experience and changes in assumptions are amortized over a
closed period equal to the average remaining service life of plan members, which is 4 years as of the
June 30, 2018 measurement date. Deferred outflows and inflows related to differences between
projected and actual earnings on plan investments are netted and amortized over a closed 5-year period.

Actuarial Methods and Assumptions: The total pension liability for the Plan was determined by applying
update procedures to a financial reporting actuarial valuation as of June 30, 2017, and rolling forward the
total pension liability to June 30, 2018. The financial reporting actuarial valuation as of June 30, 2017,
used the following actuarial methods and assumptions, applied to all prior periods included in the
measurement:

Valuation Date June 30, 2017

Experience Study June 30, 1997 through June 30, 2015
Actuarial Cost Method Entry age normal

Investment Rate of Return 7.15%

Consumer Price Inflation 2.50%

Wage Growth Varies by entry age and service
Post-retirement Benefit Increases Contract COLA up to 2.00% until Purchasing

Power Protection Allowance Floor on
Purchasing Power applies 2.50% thereafter

The mortality table used was developed based on CalPERS specific data. The table includes 15 years of
mortality improvements using Society of Actuaries 90% of scale MP 2016. For more details on this table,
please refer to the 2017 experience study report.

All other actuarial assumptions used in the June 30, 2017 valuation were based on the results of an
actuarial experience study for the period from 1997 to 2015, including updates to salary increase,
mortality and retirement rates. Further details of the Experience Study can be found at CalPERS’
website.

(Continued)
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NOTE 9 — NET PENSION LIABILITY — PUBLIC EMPLOYER'S RETIREMENT FUND B (Continued)

Sensitivity of the District's Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate: The following presents the District's proportionate share of the net pension liability calculated using
the discount rate of 7.15 percent, as well as what the District's proportionate share of the net pension
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (6.15 percent)
or 1-percentage-point higher (8.15 percent) than the current rate:

1% Current 1%
Decrease Discount Increase
(6.15%) Rate (7.15%) (8.15%)
District’s proportionate share of the
net pension liability $ 209,905,000 $ 144,170,000 $ 89,634,000

Pension Plan Fiduciary Net Position: Detailed information about the pension plan’s fiduciary net position
is available in the separately issued CalPERS financial report.

NOTE 10 - OTHER POSTEMPLOYMENT BENEFITS (OPEB)

General Information - Other Postemployment Benefits Plan (OPEB)

Plan Description: In addition to the pension benefits described in Notes 8 and 9, the District provides
postemployment health care benefits to eligible employees and their dependents under a single employer
defined benefit OPEB plan. The plan does not issue separate financial statements.

The District established an irrevocable trust under the California Employer's Retiree Benefit Trust
Program (CERBT) to prefund the costs of other postemployment benefits. The funds in the CERBT are
held in trust and will be administered by the California Public Employees’ Retirement System (CalPERS)
as an agent multiple-employer plan. Benefit provisions are established and may be amended by District
labor agreements which are approved by the Board of Education. The District’'s contributions to the
irrevocable trust is included in the CERBT, which is included in the CalPERS CAFR. Copies of the
CalPERS’ CAFR may be obtained from the CalPERS Executive Office — 400 P Street — Sacramento, CA
95814.

The CERBT fund, which is an Internal Revenue Code (IRC) Section 115 Trust, is set up for the purpose
of (i) receiving employer contributions to prefund health and other post-employment benefits for retirees
and their beneficiaries, (ii) invest contributed amounts and income therein, and (iii) disburse contributed
amounts and income therein, if any, to pay for costs of administration of the fund and to pay for health
care costs or other post-employment benefits in accordance with the terms of the District's OPEB plan.

Benefits Provided: Sacramento City Unified School District's Retired Employees Healthcare Plan (REHP),
is a single-employer defined benefit healthcare plan administered by the Sacramento City Unified School
District. REHP provides medical insurance benefits to eligible retirees. Benefits are a negotiated
component of each bargaining unit agreement. Currently, eligible retirees receive health care benefits
that are paid 100% by the District. District teachers qualify for these benefits after attaining age 55 with at
least five years of consecutive service to the District, age 50 with 30 years of service (if a member prior to
January 1, 2013), or approved disability retirement with 5 years of service. CalPERS employees qualify
for benefits after attaining age 50 (age 52, if a new CalPERS member on or after January 1, 2013) with 5
years of State or public agency service or approved disability and meeting the requirements outlined in
their respective bargaining agreements.

(Continued)
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NOTE 10 — OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued)

The following table presents the net OPEB liability calculated using the heath care cost trend rate of 7.50
percent. The schedule also shows what the net OPEB liability would be if it were calculated using a
health care cost trend rate that is 1 percent lower (6.50 percent) and 1 percent higher (8.50 percent):

1% Healthcare Cost 1%
Decrease Trend Rates Increase
(6.50%) Rate (7.50%) (8.50%)
Net OPEB liability $ 431,543,945 $ 526,175,712 $ 661,562,311

OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB

For the year ended June 30, 2019, the District recognized OPEB expense of $8,271,489. At June 30,
2019, the District reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE 10 — OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued)

Differences between projected and actual earnings on investment are amortized over a closed period of 4
years as of the June 30, 2018 measurement date. Changes in assumptions are amortized over a closed
period of 6.64 years as of the June 30, 2018 measurement date.

NOTE 11 — JOINT POWERS AGREEMENTS

Schools Insurance Authority: The District is a member with other school districts of a Joint Powers
Authority, Schools Insurance Authority (SIA), for the operation of a common risk management and
insurance program for property and liability coverage. The joint powers agency is to be self-sustaining
through member premiums. SIA enters into insurance agreements for coverage above self-insured
retention layers, whereby it cedes various amounts of risk to other insurance companies or joint power
authorities. SIA's Property, Liability and Workers' Compensation Programs provide self-insured retention
of $100,000, $750,000 and $1,000,000 per incident, respectively. The District continues to carry
commercial insurance for all other risks of loss, including employee health and accident insurance.
Settled claims resulting from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years. There have been no significant reductions in insurance coverage from coverage in
the prior year. The following is a summary of financial information for SIA at June 30, 2019:

Total assets $ 174,147,032
Deferred outflows $ 1,922,631
Total liabilities $ 81,108,882
Deferred inflows $ 591,817
Total net position $ 94,368,964
Total revenues $ 73,668,839
Total expenses $ 58,748,742
Change in net position $ 14,920,097

The relationship between the District and the Joint Powers Authority is such that the Joint Powers
Authority is not a component unit of the District for financial reporting purposes.

NOTE 12 — CONTINGENCIES

The District is subject to legal proceedings and claims which arise in the ordinary course of business. In
the opinion of management, the amount of ultimate liability with respect to these actions will not materially
affect the financial position or results of operations of the District.

The District has received federal and state funds for specific purposes that are subject to review and audit
by the grantor agencies. Although such audits could result in expenditure disallowances under terms of
the grants, it is management's opinion that any required reimbursements of future revenue offsets
subsequently determined will not have a material effect on the District's financial position or results of
operations.

At June 30, 2019 the District had approximately $11,500,000 in outstanding construction contract
commitments.

(Continued)
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NOTE 13 — MANAGMENT'S PLANS (Continued)

On October 3, 2019 the Board of Education approved the 2019-20 revised adopted budget which
was again disapproved by SCOE due to the projected negative ending fund balance in 2021-22,
continued deficit spending and a projection of insufficient cash in the 2020-21 fiscal year. The Board of
Education voted to waive the formation of the Budget Review Committee, and the waiver was approved
by the California Department of Education. The fiscal advisor assigned by SCOE continues to work with
the District providing fiscal oversight and guidance to ensure fiscal stability in the current and future
years.

By December 2019, the State Auditor issued its independent performance audit report on the fiscal
condition of the District. The report includes several recommendations to assist the District in moving
towards fiscal solvency.

The financial status as of the 2019-20 First Interim Financial Report projects that ongoing reductions of
$27 million are still required in order to balance the budget, satisfy the state-mandated 2% reserve and
avoid the fiscal crisis.

A Student-Centered Fiscal Recovery Plan presented to the Board of Education on February 6, 2020,
provided a list of options subject to negotiations that could achieve a $27 million solution.

The District reviewed and analyzed the following opportunities:

Options Subject to Negotiations
(1) Potential Changes to Salary — Cut all salaries by 2% $ 6,854,000
(2) Staff pay 3.5% of salary towards retiree health benefits $ 9,997,000
(assumes contribution would reduce General Fund cost)
(3) Cap district payment at 80% of the lowest-cost plan for employee only and family $20,419,000
plans

The District identified several options to achieve $27 million in ongoing budget savings, as noted in the
table below:

Options Subject to Negotiations

(1) Potential Changes to Health Care Benefits — Cap district payment at lowest-cost plan | $28,516,699
for employee-only plans and 75 percent for employee+1 and family plans

(2) Potential change to employee contribution to fund retiree health benefits to 2% of $ 3,300,000
salary
(does not reduce employer contribution but addresses the retiree health benefit
liability)

As of the date of these financial statements, the District has not achieved sufficient reductions to resolve
the ongoing structural budget deficit which is projected to increase in future years. Similar to many other
districts within the State, the District continues to face challenges with declining student enroliment,
average daily attendance percentages, and unduplicated student group percentages. These are all
variables that impact the District's basis for revenues. Furthermore, additional cost pressures compound
the above challenges due to escalating employer pension costs and increased contributions from the
Unrestricted General Fund to meet student needs in the Special Education program.

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE
For the Year Ended June 30, 2019

Budget

Revenues:
LCFF:

Original

al
S
D

Actual

Variance
Favorable

(Unfavorable)

State apportionment $ 312,721,251 $ 307,391,224 $ 307,178,947 $ (212,277)
Local sources 85,783,652 91,493,637 91,493,637 -

Total LCFF 398,504,903 398,884,861 398,672,584 (212,277)
Federal sources 53,970,361 61,840,500 47,850,158 (13,990,342)
Other state sources 67,215,792 96,637,287 91,644,448 (4,992,839)
Other local sources 6,694,121 8,401,013 11,661,233 3,260,220

Total revenues 526,385,177 565,763,661 549,828,423 (15,935,238)

Expenditures:

Current:
Certificated salaries 210,175,812 217,404,148 211,749,238 5,654,910
Classified salaries 66,138,347 65,945,701 63,096,658 2,849,043
Employee benefits 172,109,818 189,480,975 186,303,443 3,177,532
Books and supplies 22,899,370 27,822,084 14,459,073 13,363,011
Contract services and operating

expenditures 82,011,585 76,758,173 70,305,279 6,452,894

Other outgo - 689,233 689,233 -

Capital outlay 5,328,453 13,475,356 6,855,740 6,619,616

Debt service:



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF CHANGES IN NET OPEB LIABILITY AND RELATED RATIOS

For the Year Ended June 30, 2019

Last 10 Fiscal Years

TOTAL OPEB LIABILITY
Service cost
Interest on total OPEB liability

Differences between expected and actual experience

Changes of assumptions
Benefit payments

Net change in total OPEB liability
Total OPEB liability - beginning of year (a)
Total OPEB liability - end of year (b)
PLAN FIDUCIARY NET POSITION
Contributions - employer
Net investment income
Administrative expenses
Other expenses
Benefit payments
Change in plan fiduciary net position
Fiduciary trust net position - beginning of year (c)
Fiduciary trust net position - end of year (d)

Net OPEB liability - beginning (a) - (c)

Net OPEB liability - ending (b) - (d)

2018 2019

$ 33,273,763 $ 28,429,909
24,982,078 28,454,100

- (135,537,910)
(89,783,252)  (83,559,205)
(20,462,037) __ (19,351,654)

(51,989,448)  (181,564,760)

832,507,858 780,518,410

$ 780,518,410 $ 598,953,650

$ 48,000,844 $ 33,078,830

3,951,473 4,395,048
(19,446) (29,756)
- (72,482)
(20,462,037) __ (19,351,654)
31,470,834 18,019,986
23,287,118 54,757,952

$ 54757952 $ 72,777,938

$ 809,220,740 $ 725,760,458

$ 725760458 $ 526,175712












SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF THE DISTRICT'S PROPORTIONATE
SHARE OF THE NET PENSION LIABILITY
For the Year Ended June 30, 2019

Public Employer's Retirement Fund B
Last 10 Fiscal Years

2015 2016 2017 2018 2019

District's proportion of the net

pension liability 0.541% 0.534% 0.533% 0.518% 0.541%
District's proportionate share of the

net pension liability $ 61,440,000 $ 78,659,000 $105,299,000 $123,753,000 $144,170,000
District's covered payroll $ 56,813,000 $ 59,079,000 $ 63,963,000 $ 66,095,000 $ 72,476,000
District's proportionate share of the

net pension liability as a percentage

of its covered payroll 108.14% 133.14% 164.62% 187.24% 198.92%
Plan fiduciary net position as a

percentage of the total pension liability  83.38% 79.43% 73.89% 71.87% 70.85%

The amounts presented for each fiscal year were determined as of the year-end that occurred one year prior.

All years prior to 2015 are not available.

See accompanying note to required supplementary information.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF THE DISTRICT'S CONTRIBUTIONS

For the Year Ended June 30, 2019

Contractually required contribution

Contributions in relation to the
contractually required contribution

Contribution deficiency (excess)
District's covered payroll
Contributions as a percentage of

covered payroll

All years prior to 2015 are not available.

Public Employer's Retirement Fund B
Last 10 Fiscal Years

2015 2016 2017 2018 2019

$ 6,954,207 $ 7,577,683 $ 9,180,596 $ 11,256,216 $ 13,259,325

(6.954,207) (7,577,683) (9.180,596) _(11,256,216) _(13,259,325)

$ - $ - $ - $ - $ -

$ 59,079,000 $ 63,963,000 $ 66,095,000 $ 72,476,000 $ 73,410,000

11.77% 11.85% 13.89% 15.53% 18.06%

See accompanying note to required supplementary information.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION
June 30, 2019

NOTE 1 - PURPOSE OF SCHEDULES

A - Budgetary Comparison Schedule

The District employs budget control by object codes and by individual appropriation accounts. Budgets
are prepared on the modified accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting
Standards Board. The budgets are revised during the year by the Board of Education to provide for
revised priorities. Expenditures cannot legally exceed appropriations by major object code. The
originally adopted and final revised budgets for the General Fund are presented as Required
Supplementary Information. The basis of budgeting is the same as GAAP.

B - Schedule of Changes in Net OPEB Liability and Related Ratios

The Schedule of Changes in Net OPEB Liability presents multi-year information which illustrates the
changes in the net OPEB liability for each year presented

C - Schedule of the District's Contributions - OPEB

The Schedule of District Contributions is presented to illustrate the District's required contributions
relating to the OPEB. There is a requirement to show information for 10 years. However, until a full 10-
year trend is compiled, governments should present information for those years for which information is
available.

D - Schedule of Money-Weighted Rate of Return on OPEB Plan Investments

The Schedule of Money-Weighted Rate of Return (MWRR) on OPEB Plan Investments presents multi-
year information for the MWRR associated with the OPEB trust.

E - Schedule of the District’'s Proportionate Share of the Net Pension Liability

The Schedule of the District's Proportionate Share of the Net Pension Liability is presented to illustrate
the elements of the District's Net Pension Liability. There is a requirement to show information for 10
years. However, until a full 10-year trend is compiled, governments should present information for those
years for which information is available.

F — Schedule of the District's Contributions

The Schedule of District Contributions is presented to illustrate the District's required contributions
relating to the pensions. There is a requirement to show information for 10 years. However, until a full 10-
year trend is compiled, governments should present information for those years for which information is
available.

G — Changes of Benefit Terms

There are no changes in benefit terms reported in the Required Supplementary Information.

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS

For the Year Ended June 30, 2019

Federal
Catalog Federal Grantor/Pass-Through
Number Grantor/Program or Cluster Title

U.S. Department of Health and Human Services - Passed through
Substance Abuse and Mental Health Services Administration

93.243 Meadowview Project Aware Grant

Pass-

Through

Entity

Identifying
Number

Total U.S. Department Health and Human Services

U.S. Department of Agriculture - Passed through
California Department of Education

Child Nutrition Cluster:

10.555 National School Lunch Program
10.559 Child Nutrition: Summer Food Service Program
Operations
Subtotal Child Nutrition Cluster
10.558 Child Nutrition: Child Care Food Program
10.582 Child Nutrition: Fresh Fruit and Vegetable Program

Total U.S. Department of Agriculture

U.S. Department of Justice

16.543 Missing Children's Assistance

U.S. Department of Defense

12.357 ROTC

U.S. Department of Labor

Workforce Innovation and Opportunity Act Cluster:
Workforce Investment Act, Youth Activities
Workforce Investment Act, Adult Activities

17.259
17.258

Total U.S. Department of Labor

Total Federal Programs

* District is unable to provide PCA numbers.

13396

13004

13666
14968

10055
10055

Federal
Expend-
itures

41,239

13,913,623
$ 20,670,745

318,025

20,988,770

2,085,308

62,702

23,136,780

85,466

342,358

160,747

52,808

213,555

$ 84,858,264

See accompanying notes to supplementary information.

82.



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
RECONCILIATION OF UNAUDITED ACTUAL FINANCIAL REPORT
WITH AUDITED FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

There were no adjustments proposed to any funds of the District.

See accompanying notes to supplementary information.
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS

For the Year Ended June 30, 2019

General Fund

Revenues and other
financing sources

Expenditures
Other uses and transfers out

Total outgo

Change in fund balance
Ending fund balance
Available reserves

Designated for economic
uncertainties

Undesignated fund balance

(UNAUDITED)
(Budget)
2020 2019 2018 2017

$ 561,965,949 $ 555,039,158 $ 508,290,529 $ 501,227,431

578,839,041 553,491,115 518,008,558 515,670,957
1,833,785 1,719,449 1,248,027 2,022,282
580,672,826 555,210,564 519,256,585 517,693,239

$ (18,706,877) $ (171,406) $ (10,966,056) $ (16,465,808)

$ 51622468 $ 70329345 $ 70,500,751 $ 81,466,807

$ 45265663 $ 52,751482 $ 20,013,133 $ 20,013,133

$ 45265663 $ 52,751482 $ 20,013,133 $ 20,013,133

$ - $ - $ - $ -

Available reserves as
percentages of total
outgo 7.8% 9.5% 3.9% 4.0%

All Funds

Total long-term liabilities $1,600,159,938 $1,608,818,718 $1,804,562,828 $1,285,646,178

Average daily attendance
at P-2, excluding Adult
and Charter School 38,205 38,425 38,588 38,686

The General Fund fund balance has decreased by $27,603,270 over the past three years. The District
has incurred operating deficits in three of the past three years, and anticipates incurring an operating
deficit during the 2019-2020 fiscal year. The fiscal year 2019-2020 budget projects a decrease of
$18,706,877. For a district this size, the state recommends available reserves of at least 2% of total
General Fund expenditures, transfers out, and other uses. For the year ended June 30, 2019, the District
has met this requirement.

Total long-term liabilities have increased by $323,172,540 over the past two years, due primarily to the
recognition of the net pension and the net OPEB liabilities (Note 6 to the financial statements).

Average daily attendance has decreased by 261 over the past two years. The District anticipates a
decrease of 220 ADA for the 2019-2020 fiscal year.

See accompanying notes to supplementary information.
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INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE WITH STATE LAWS AND REGULATIONS

Board of Education
Sacramento City Unified School District
Sacramento, California

Report on Compliance with State Laws and Regulations

We have audited Sacramento City Unified School District's compliance with the types of compliance
requirements described in the State of California's 2018-19 Guide for Annual Audits of K-12 Local
Education Agencies and State Compliance Reporting (the "Audit Guide") applicable to the state laws and
regulations listed below for the year ended June 30, 2019.

Procedures

Description Performed
Attendance Reporting Yes
Teacher Certification and Misassignments Yes
Kindergarten Continuance Yes
Independent Study Yes
Continuation Education Yes
Instructional Time Yes
Instructional Materials Yes
Ratio of Administrative Employees to Teachers Yes
Classroom Teacher Salaries Yes
Early Retirement Incentive No, see below
Gann Limit Calculation Yes
School Accountability Report Card Yes
Juvenile Court Schools No, see below
Middle or Early College High Schools No, see below
K-3 Grade Span Adjustment Yes
Transportation Maintenance of Effort Yes
Apprenticeship: Related and Supplemental Instruction No, see below
Comprehensive School Safety Plan Yes
District of Choice No, see below
California Clean Energy Jobs Act Yes
After/Before School Education and Safety Program:

General requirements Yes

After school Yes

Before school No, see below
Proper Expenditure of Education Protection Account Funds Yes
Unduplicated Local Control Funding Formula Pupil Counts Yes
Local Control and Accountability Plan Yes
Independent Study — Course Based No, see below
Attendance, for charter schools Yes
Mode of Instruction, for charter schools Yes
Nonclassroom-Based Instruction/Independent Study,

for charter schools Yes
Determination of Funding for Nonclassroom-Based

Instruction, for charter schools Yes
Annual Instructional Minutes - Classroom-Based,

for charter schools Yes
Charter School Facility Grant Program No, see below

(Continued)
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The District did not offer an Early Retirement Incentive Program; therefore, we did not perform any
procedures related to the Early Retirement Incentive Program.

The District does not have any Juvenile Court Schools; therefore, we did not perform any procedures
related to Juvenile Court Schools.

The District does not have any Middle or Early College High Schools; therefore, we did not perform any
procedures related to Middle or Early College High Schools.

We did not perform any procedures related to Apprenticeship: Related and Supplemental Instruction
because the District does not have programs that meet this criteria.

The District did not operate as a District of Choice; therefore, we did not perform any procedures related
to District of Choice.

The District did not operate a Before School Education and Safety Program; therefore, we did not perform
any procedures related to this program.

The District did not offer an Independent Study-Course Based program; therefore, we did not perform any
procedures related to this program.

The District did not receive Charter School Facility Grant Program funding in the current year; therefore,
we did not perform any procedures related to the Charter School Facility Grant Program.

Management’'s Responsibility

Management is responsible for compliance with the requirements of state laws and regulations, as listed
above.

Auditor’'s Responsibility

Our responsibility is to express an opinion on Sacramento City Unified School District’'s compliance with
state laws and regulations as listed above based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance 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 the
2018-19 Guide for Annual Audits of K12 Local Education Agencies and State Compliance Reporting
(Audit Guide). Those standards and the Audit Guide require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the compliance requirements referred to above
that could have a material effect on Sacramento City Unified School District's compliance with the state
laws and regulations listed above occurred. An audit includes examining, on a test basis, evidence about
Sacramento City Unified School District's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance with state laws and
regulations. However, our audit does not provide a legal determination of Sacramento City Unified
School District's compliance.

Basis for Qualified Opinion on Compliance with State Laws and Regulations

As described in Findings 2019-002 and 2019-003 in the accompanying Schedule of Audit Findings and
Questioned Costs, Sacramento City Unified School District did not comply with the requirements
regarding After School Education and Safety Program and Unduplicated Local Control Funding Formula
Pupil Counts. Compliance with such requirements is necessary, in our opinion, for Sacramento City
Unified School District to comply with the requirements applicable to the state laws and regulations
referred to above.

(Continued)
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND REPORT
ON INTERNAL CONTROL OVER COMPLIANCE

Board of Education
Sacramento City Unified School District
Sacramento, California

Report on Compliance for Each Major Federal Program

We have audited Sacramento City Unified School District's compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on each of Sacramento City Unified School District's major federal programs for the year ended
June 30, 2019. Sacramento City Unified School District's major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statues, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of Sacramento City Unified School
District's major federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance 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 the audit requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the
Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a
direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about Sacramento City Unified School District's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Sacramento City Unified
School District’'s compliance.

Unmodified Opinion on Each of the Major Federal Programs

In our opinion, Sacramento City Unified School District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs for the year ended June 30, 2019.

(Continued)

95.






FINDINGS AND RECOMMENDATIONS



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2019

SECTION | - SUMMARY OF AUDITOR'S RESULTS

FINANCIAL STATEMENTS
Type of auditor's report issued:

Internal control over financial reporting:
Material weakness(es) identified?

Significant deficiency(ies) identified not considered

to be material weakness(es)?

Noncompliance material to financial statements
noted?

FEDERAL AWARDS

Internal control over major programs:
Material weakness(es) identified?

Significant deficiency(ies) identified not considered

to be material weakness(es)?

Type of auditor's report issued on compliance for
major programs:

CFDA Number(S)

Name of Federal Program or Cluster

Unmodified
Yes X No
Yes X None reported
Yes X No
Yes X No
Yes X None reported

Type of Opinion

84.010 NCLB: Title | Cluster Unmodified
10.558 Child Care Food Program Unmodified
Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? Yes X No

Identification of major programs:

CFEDA Number(S)

84.010
10.558

Dollar threshold used to distinguish between Type A
and Type B programs:

Auditee qualified as low-risk auditee?
STATE AWARDS

Type of auditor's report issued on compliance for
state programs:

Name of Federal Program or Cluster

NCLB: Title | Cluster
Child Care Food Program

$ 2,545,748
X Yes No

Qualified

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2019

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters were reported.

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2019

SECTION IV - STATE AWARD FINDINGS AND QUESTIONED COSTS

2019-003 DEFICIENCY — UNDUPLICATED LOCAL CONTROL FUNDING FORMULA PUPIL COUNTS
(40000)















SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2019

SECTION IV - STATE AWARD FINDINGS AND QUESTIONED COSTS

2019-003 DEFICIENCY — UNDUPLICATED LOCAL CONTROL FUNDING FORMULA PUPIL COUNTS
(40000) (Continued)

James Marshall Elementary

Unduplicated Pupil Count
Free & Reduced English

Meal Program Learners Both FRPM
Enroliment (FRPM) (ELAS) & ELAS Total
As certified on
CALPADS 340 257 11 72 340
Audit adjustments - (5) - - (5)
Adjusted counts 340 252 11 72 335

John Bidwell Elementary

Unduplicated Pupil Count
Free & Reduced English

Meal Program Learners Both FRPM
Enroliment (ERPM) (ELAS) & ELAS Total
As certified on
CALPADS 261 191 3 67 261
Audit adjustments - (4) - - (4)
Adjusted counts 261 187 3 67 257

John D. Sloat Elementary

Unduplicated Pupil Count
Free & Reduced English

Meal Program Learners Both FRPM
Enrollment (FRPM) (ELAS) & ELAS Total
As certified on
CALPADS 232 172 3 57 232
Audit adjustments - (4) - - (4)
Adjusted counts 232 168 3 57 228
(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2019

SECTION IV - STATE AWARD FINDINGS AND QUESTIONED COSTS

2019-003 DEFICIENCY — UNDUPLICATED LOCAL CONTROL FUNDING FORMULA PUPIL COUNTS
(40000) (Continued)

John F. Kennedy High

Unduplicated Pupil Count

Free & Reduced English
Meal Program Learners Both FRPM
Enroliment (FRPM) (ELAS) & ELAS Total
As certified on
CALPADS 1,347 1,139 37 171 1,347
Audit adjustments - (21) - - (21)
Adjusted counts 1,347 1,118 37 171 1,326
John H. StillK - 8
Unduplicated Pupil Count
Free & Reduced English
Meal Program Learners Both FRPM
Enrollment (ERPM) (ELAS) & ELAS Total
As certified on
CALPADS 854 573 49 232 854
Audit adjustments - (11) - - (11)
Adjusted counts 854 562 49 232 843
John Morse Therapeutic Center
Unduplicated Pupil Count
Free & Reduced English
Meal Program Learners Both FRPM
Enrollment (FRPM) (ELAS) & ELAS Total
As certified on
CALPADS 41 38 - 3 41
Audit adjustments - (1) - - (1)
Adjusted counts 41 37 - 3 40
(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2019

SECTION IV - STATE AWARD FINDINGS AND QUESTIONED COSTS

2019-003 DEFICIENCY — UNDUPLICATED LOCAL CONTROL FUNDING FORMULA PUPIL COUNTS
(40000) (Continued)

Washington Elementary

Unduplicated Pupil Count
Free & Reduced English

Meal Program Learners Both FRPM
Enroliment (FRPM) (ELAS) & ELAS Total
As certified on
CALPADS 163 142 1 20 163
Audit adjustments - (3) - - 3)
Adjusted counts 163 139 1 20 160

West Campus

Unduplicated Pupil Count
Free & Reduced English

Meal Program Learners Both FRPM
Enroliment (ERPM) (ELAS) & ELAS Total
As certified on
CALPADS 486 478 - 8 486
Audit adjustments - (9) - - 9)
Adjusted counts 486 469 - 8 477

William Land Elementary

Unduplicated pupil count
Free & Reduced English

Meal Program Learners Both FRPM
Enrollment (FRPM) (ELAS) & ELAS Total
As certified on
CALPADS 260 148 26 86 260
Audit adjustments - (3) - - (3)
Adjusted counts 260 145 26 86 257
(Continued)
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STATUS OF PRIOR YEAR
FINDINGS AND RECOMMENDATIONS



SACRAMENTO CITY UNIFIED SCHOOL DISTRICT
STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS
Year Ended June 30, 2019

District Explanation
Finding/Recommendation Current Status If Not Implemented

2018-001 Implemented.

Condition: At various school sites
selected for testing the following issues
were noted:

Arthur A. Benjamin Health Professions

High School

x Profit and Loss statements for the
student store are not approved.

x Fundraisers are not approved by the site
principal.

Sam Brannan Middle School

x A dual count is not being documented
when funds are turned into the office.

x A receipt is not being issued when funds
are turned into the office.

x Cash receipts are not reconciled to
supporting documentation when turned
into the office.

x Profit and Loss statements for the
student store are not prepared or
approved.

New Technology High School

x Fundraisers are not approved prior to
the event.

x Monthly financial reports and
reconciliations are not reviewed by the
site principal.

American Legion Continuation High

x Receipts are not issued when funds are
turned into the office.

x Deposits are not performed in a timely
manner.

(Continued)
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SACRAMENTO CITY UNIFIED SCHOOL DISTRICT

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS
Year Ended June 30, 2019

Finding/Recommendation

2018-003

Condition: At multiple sites in the District,
three students were improperly included
as English learner. There was no
supporting documentation that these
students were approved to be
documented as English learner status.

At New Technology High School, one
student was improperly included as
English learner. There was no supporting
documentation that the student was
approved to be documented as English
learner status.

Recommendation: The District should
ensure that all students are properly
reflected in the CALPADS reporting under
the appropriate English Learner status.

Current Status

Implemented.

District Explanation
If Not Implemented
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