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STEPHEN ROATCH ACCOUNTANCY CORPORATION
Certified Public Accountants

INDEPENDENT AUBITOR'S REPORT

Bosard of Trustess
Sausalito Marin City School District
Sausalito, California

We have audited the accompanying financial statements of the governmental activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of Sausalito Marin City School District, as of and for the fiscal year ended
June 30, 2008, which collectively comprise the District's basic financial statements, as listed in the
table of contents. These financial statements are the responsibility of Sausalito Marin City School
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
Standard.

Code of Reguiations, Title 5, Education, Section 19810, and following; and the Education Audit
Appeals Panel's Standards and Procedures for Audits of California K-12 Local Education
Agencies 2007-08. 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 the
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 position of the governmental activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of Sausalito Marin City School
District, as of June 30, 2008, and the respective changes in financial position thereof for the fiscal
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
December 5, 2008, on our consideration of Sausalito Marin City School District's internal control
over financial reporting and on our tests of the District's compliance with certain provisions of
laws, regulations, contracts, grant agreements, and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and important for assessing the results of our audit

The Management's Discussion and Analysis on pages 3 through 13 and the budgetary
comparison information on page 47 are not required parts of the basic financial statements, but
are 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 information and express no opinion on it

1
P.O. Box 2196 / Folsom, CA 95763 / Phone (916) 966-3883 / Fax (916} 966-3815

, issued by the Comptroller General of the United States: the provisions of Califarnia.



Board of Trustees
Sausalito Marin City School District
Page Two

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Sausalito Marin City School District's basic financial statements. The
accompanying supplementary information, including the combining statements, 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, Local Governments, and Non-Profit Organizations,
and the remaining scheduies listed in the table of contents, are presented for purposes of
additional analysis as required by the Education Audit Appeals Panel's Standards and Procedures
for Audits of California K-12 Local Education Agencies 2007-08, and are not required paris 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.

STEPHEN ROATCH ACCOUNTANCY CORPORATION
Certified Public Accountanis

“Tevemoer 52008



SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

This section of Sausalite Marin City School District's annual financial report presents our
discussion and analysis of the District's financial performance during the fiscal vear that ended on
June 30, 2008. 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 22, 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 overall financial statusvimpraved during fiscal year 2007-08, as total net
assets increased 17.9%.

» On the Statement of Activities, total current year revenues exceeded total current year
expenses by $1,474 288.

» On the Statement of Revenues, Expenditures, and Changes in Fund Balance, total current
year expenditures exceeded total current year revenues by $2,066,005, due primarily to
the spending down of bond proceeds received in prior fiscal years.

» Capital assets, net of depreciation, increased $3,606,006 due to the current year
acquisition of $3,872,455 of new capital assets, and the current year recognition of
$266,449 of depreciation expense.

> Total long-term liabilities decreased $438,951 due primarily to the current year reduction of
the District’s obligations for general obligation bonds and certificates of participation.

» The District's P-2 ADA increased from 119 ADA in fiscal year 2006-07, up to 128 ADA in
fiscal year 2007-08, an increase of 7.6%.

> The District's General Fund produced an operating surp%{ié. of $227,569 during fiscal year
2007-08, and recognized a $70,788 increase in its available reserves.

> The District maintains sufficient reserves for a district its size. It meets the state required
minimum reserve for economic uncertainty of 5% of general fund expenditures, transfers
out, and other uses (fotal outgo). During fiscal year 2007-08, General Fund expenditures
and other financing uses totaled $5,204,363. Af June 30, 2008, the District has available
reserves of $776,012 in the General Fund, which represents g reserve of 14.9%.



SAUSALITO MARIM CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

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 togsther 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, government-wide and funds.

»  Government-wide financial statements, which comprise the first two statements, provide
both shori-term and long-term information about the District's overall financial position.

> Individual 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 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 acts 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 inciuded in the financial statements, provide more 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 Government-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
current year's revenues and expenses regardiess 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 assats and liabilities.

» Increases or decreases in the net assets of the District over time are indicators of whather
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.



SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS ( UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

Reporting the District as a Whole (Concluded)

In the Statement of Net Assets and the Statement of Activities, we divide the District into two kinds
of activities:

Govemmental Activities:

The basic services provided by the District, such as regular and special education, administration,
and special education transportation are included here, and are primarily financed by property
taxes and state formula aid. Non-basic services, such as child nutrition are also included here, but
are financed by a combination of local revenues and state and federal programs.

Business-type Activities:

The District does 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 detailed 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 control and
manage money for specific purposes.

Govermmental Funds:

The major governmental funds of Sausalito Marin City School District are the General Fund,
Corporation Debt Service Fund, Building Fund, County School Facilities Fund, Capital Projects -
Special Reserve Fund and Corporation Acquisition 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 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 reconcilifig enfries are required. Internal
service funds are reported with the Governmental Funds. The District has no funds of this type.

Fiduciary Funds:

The District is the trustee, or fiduciary, for its student activity fund. All of the District's fiduciary
activities are reporied 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 reporied in these funds are
used for their intended purposes.

|94



SAUSALITO MARIK CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE

GOVERNMENTAL ACTIVITIES

The District’s total net assets increased from $8,247,067 at June 30, 2007, up to $9,721,355 at
June 30, 2008, an increase of 17.9%.

Comparative Statement of Net Assets

Governmental
Activities
2007 2008
e 1Z-B63.048 oo 3BT BB EOG s i

Current Receivables 480,880 448,731
Long-term Receivable 2,967,734 2,467,734
Prepaid Expenses 73,717 31,593
Capital Assets, net 7,785,851 11,391,857

Total Assetls 28 860,128 31,133,421
Liabilities
Current 1,419,641 2,877,265
Long-term 19,193,420 18,734,801

Total Liabilities 20,613,061 21,412,066
Met Assels
Invested in Capital Assets

- Net of Related Debt 2,266,295 4 386,116

Restricted 1,861,831 1,544 066
Unrestricted 4,118,941 3,791,173

Total Net Assetls 3 8,247 067 % 9,721,355

Tabie includes financial data of the combined govermmental funds

(8]
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SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED}

GOVERNMENTAL ACTIVITIES (CONTINUED)

The District’s total current year revenues exceeded total current year expenses by $1,474,288.

_
Comparative Statement of Change in Net Asseis
Governmental Activities
2007 2008
Program Revenues
Charges for Services $ 1,707 %
Operafing Grants ihutions 1,385 544 :
Capital Grants & Confributions 701
General Revenues ‘
Taxes Levisd 4 927 266 4,295 605
Federal & State Aid 591,308 242,355
Interest & Investment Earnings 818,498 717,123
Miscellaneous 140,827 134,609
Total Revenues 7,845,951 7,772,568 :
Expenses
Instruction 2,622,310 2,763,596
Instruction-Related Services 616,808 651,371
Pupil Services 305,153 415,664
General Administration 721,987 803,005
Plant Services 573,497 577,975
Ancillary Services 444 0
interest on Long-Term Debt 743,621 815,344
Other Outgo 1,056,091 271,325
Total Expenses 6,639,811 5,298 280
Change in Net Assefs Before Special ltems 1,206,040 1,474,288
Special ltem - Loss from Disposition
of Capital Assets (408,265) 0
Change in Net Assets $ 797,775 $ 1,474,288
Table includes financial data of the combined governmental funds




SAUSALITO MIARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUKE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED)

GOVERNMENTAL ACTIVITIES (CONTINUED)

Comparative Schedule of Costs of Services

Total Cost of Services Net Cost of Services

2007 2008 2007 2008
instruction $ 2622310 $ 2763586 $ 1,780,818 § 061,458
instruction-Related Services 616,808 651,371 368,475 359,005
Pupil Services 305,153 415,664 145 296 201,343
General Administration 721,887 803,005 650,947 758,293
Plant Services 573,497 577,975 553,885 554,978
Ancillaty Services : .5 Y .0 e
Interest on Long-Term Debt 743,621 815,344 743,821 815,344
Other Qutgo 1,056,091 271,325 1,028,373 264,983

Totals $ 6630911 $ 6288280 $ 5271958 § 3915404
Tabie includes financial data of the combined governmental funds
=

The table above presents the cost of major District activities. The table also shows each activity's
net cost (total cost less fees generated by the activities and intergovernmental aid provided for
specific programs). The $3,915,404 net cost represents the financial burden that was placed on
the District’s general revenues for providing the services listed. Further detail is available on
page 15 of this report.

General
Revenues
62%

Program
Revenues-
38%

Program revenues financed 38% of the total cost of providing the services listed above, while the
remaining 62% was financed by the general revenues of the District.

8



SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED)

GOVERNMENTAL ACTIVITIES (CONTINUED)

Summary of Revenues For Governmental Functions
FYE 2007 Percent of FYE 2008 Percent of
Amount Total Amount Total
Program Revenues
Charges for Services $ 1,707 002% & 35,834 0.46%
Operating Grants & Contributions 1,365,544 17.40% 1,460,969 18.80%
Capital Grants & Contributions 701 0.01% 886,073 11.40%
seneral Revenues
Taxes Levied 4,927 266 82.80% 4,295 805 55.27%
Federal & State Aid 581,308 7.54% 242 355 3.12%
Interest & Investment Eamings 818,498 10.43% 717,123 8.23%
Miscellaneous 140,927 1.80% 134,609 1.73%
Total Revenues $ 7,845,951 100.00% § 7,772,568 100.00%
Table includes financial data of the combined governmental funds

Taxes Levied

Capital Grants & , Federal & State

Contributions - Aid
/ \ Interest &
\ Investment
Operating Grants / \ Earnings

& Contributions Charges for \

Services Miscallansous

@



SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE (CONTINUED)

GOVERNMENTAL ACTIVITIES (CONTINUED)

Schedule of Expenses For Governmental Functions

Table includes financial data of the combined governmental funds

FYE 2007 Percent of FYE 2008 Percent of
Amount Total Amount Total

Expenses
Instruction $ 2622310 3949% $ 2,763,596 43.88%
Instruction-Related Services 616,808 9.29% 651,371 10.34%
Pupih-Bervices 385,483 4.50% ALB.HB4 8.80%
General Administration 721,987 10.87% 803,005 12.75%
Plant Services 573,497 8.64% 877,975 9.18%
Ancillary Services - 444 0.01% 0 0.00%
Interest on Long-Term Debt 743,621 11.20% 815,344 12.95%
Other Oulgo 1,056,091 15.91% 271,325 4.31%
Total Expenses $ 6,639,911 100.00% $ 5,298,280 100.00%

Instruction \

Other Outgo

Instructional-
Related Services

s

Intersst on Long-

Term Debt /" \

4 . General
Plant Services Administration

-Fupil Services




SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS {UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE {CONTINUED)

GOVERNMENTAL ACTIVITIES (CONTINUED)

Comparative Schedule of Capital Assets
Governmental
Activities
2007 2008

Land $ 948,870 $ 948,870
Sites and Improvements 1,236,391 1,245,861
Buildings and Improvements 4,183,835 8,723,038
Furniture and Equipment 90,944 90,944
VIR PrOgresEs 4,173,848 3497630 |

Subtotals 10,633,888 14,508,343
Less: Accumulated Depreciation ‘ (2,848,037) (3,114,486)

Capitai Assets, net $ 7,785,851 $ 11,391,857

Capital assets, net of depreciation, increased $3,606,0068 due to the current year acquisition
and/or construction of $3,872,455 of new capital assets, and the current year recognition of
$266,449 of depreciation expense.

Comparative Schedule of Long-Term Liabilities
Governmental
Activities
2007 2008
Compensated Absences $ 16,385 $ 15,480
General Obligation Bonds 15,898,324, . 15858,778
Capital Leases 1,143,814 1,130,098
Certificates of Participation 2,800,000 2,415,000
Totals 3 19,858 303 3 19,419 352

Total long-term liabilities decreased $438,951 due primarily to the current year reduction of the
District’s obligations for general obligation bonds and certificates of participation.

11
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SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT 'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

FINANCIAL ANALYSIS OF THE %@H@@L DISTRICT AS A WHOLE (CONCLUDED)

GOVERNMENTAL ACTIVITIES (CONCLUDED)

The general obligation bonds are financed by the local taxpayers and represent 81.66% of the
District's total long-term liabilities.

The capital leases are financed by the General Fund, and represents 5.82% of the District's total
long-term liabilities.

The certificates of participation are financed by the proceeds from the Martin Luther King Jr. Site
Lease/Purchase agreement with the City of Sausalito, and represents 12.44% of the Districts total
long-term liabilities.

The obligation for compensated absences is financed by the General Fund, and make up the
remaining 0.08% of the District’s total long-term liabilities.

e

statermentsares part ot iie financiai presentation ang contamn
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, 2007 June 30, 2008 (Decrease)
General $ 9018685 1,120,434  § 227 569
Corporation Debt Service 336,315 333,539 (2,776)
Building 12,541,478 10,156,149 (2,385,329)
County School Facilities 11,620 6,781 {4,829)
Capital Projects - Special Reserve 497 538 526,418 28,880
Corporation Acquisition 2,014,050 2,105,840 91,890
Deferred Maintenance 88 457 371
Cafeteria 253 7.167 . 6,914
Special Revenue - Spacial Reserve 427 258 398,331 (30,927
Bond Interest & Redemption 520,218 ~5580.1558 (60,080
Debt Service 234 254 296,546 62,292

Totals $ 17584931 § 15518926 §  (2,066,005)

The combined fund balances of all District funds decreased $2,066,005, while the fund balance of
the General Fund Increased $227,569. The overall decrease in the combined fund balances of all
District funds was due primarily to the spending down of bond proceeds that were received in orior
fiscal years.

12



SAUSALITO MARIN CITY SCHOOL DISTRIC
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

GENERAL FUND BUDGETARY HIGHLIGHTS

The District’s budget is prepared 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 to reflect the most current
financial information available at that point in time.

ECONOMIC FACTORS BEARING ON THE DISTRICT’S FUTURE

> The District will continue to be actively involved in construction projects throughout fiscal year
2008-09.

» The District is expected to maintain its basic aid status during fiscal year 2008-09.
Accordingly, the District’s revenue limit funding is expected to remain generally stable.

> The State’s economic condition is another factor affecting the District's future. Since the
financial well being of the District is at least partially affected by the economic condition of the
state, management will need to plan carefully and prudently to provide the resources o meet
student needs over the next several years. The District has an excellent track record in
meeting this challenge in what has proven to be a cycle of lean years and prosperous years
for education finances.

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 financial
information, contact the District Office, Sausalito Marin City School District, 630 Nevada Strest,
Sausalito, California 94965.

13



Assels
Deposits and Investments {(Note 2)

Governmental
Activities

] 16,793,508

Receivables (Note 43 448,734
fong-term Receilvable (Note 5) 2,487,734
Prepaid Expenses (Note 11) 31,883
Capital Assets: (Note 7)
Land 948,870
Sites and Improvements 1,245 861
Buildings and Improvemenis 8,723,038
Furniture and Equipment 90,944
Work-in-Progress 3,497,830
Less: Accumulated Depreciation {3,114,488)
Total Assets 31,133,421
Accounts Payable and Other Current Liabilities 1,921,531
Deferred Revenue (Note 11) 71,183
Long-Term Liabiliies:
Portion Due or Payable Within One Year:
Compensated Absences (Note 1) 15,480
General Obligation Bonds
Current Interest 260,000
Capital Leases 14,071
Certificates of Participation 395,000
Portion Due or Payable After One Year:
General Obligation Bonds (Note 8)
Current Interest 11,785,000
Capital Appreciation 3,843,778
Capital Leases (Note 9) 1,118,025
Ceriificates of Participation (Note 10) 2,020,000
Total Liabilities 21,412,068
Net Assefs
Investment in Capital Assets, Nai of Related Debt 4,386,118
Restricted:
For Capital Projects 533,207
For Debt Service ’ 816,388
For Educational Programs 185,846
For Gther Purposes 8,824
Unrestricted 3,791,173
Total Net Assets $ 9,721,355

T

HE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS



SAUSALITO MARIN CITY SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 20, 2008

Meat Assets - June 30, 2008

Net (Expense)
Revenue and
Changes in
Program Revenues Met Assats
Operating Capital
Grants Grants
Charges for and and Governmental
Functions Expenses Services Contributions Contributions Activities
Governmental Activitias
Instruction $ 2,763,588 $ 916,065 $ 886073 § (961,458)
instruction-Related Services:
Supervision of instruction 219,543 178,072 (41,471)
Instructional Library and Technology 15,369 (15,369)
School Site Administration 416,459 114,284 (302,165)
Pupil Services:

_ Home-to-School! Transportation 160.759 42029 S 1BETY
Food Services 158,107 $ 35834 84,104 (38,169)
Other Pupll Services 96,798 45,451 (51,347)

General Administration:
Data Processing Seivices 8,505 (8,505)
Other General Administration 794,500 44,712 (748,788)
Plant Services 577,975 22,897 (654,978}
interest on Long-Term Debt 815,344 {815,344
Other Outgo 271,325 6,342 (264,983)
Total Governmental Activities $ 6,288,230 $ 35834 $ 1,480,969 $ 886,073 (3,915,404
General Revenues
Taxes Levied for General Purposes 3,600,686
Taxes Levied for Debt Service 694,919
Federal and State Aid - Unrestricted 242,355
Interest and Investment Earmings 747,123
Miscellansous 134,809
Total General Revenues 5,389,602
Change in Netf Assets 1,474,288
Net Assets - July 1, 2007 8,247,067

$ 9721385

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS

15



5

AUSALITO MARIW CITY SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2008

Corporation
Delbst

Assets
Deposits and Investments (Note 2) $ 1,086,511 $ 333,538
Receivables (Note 4) 427,523
Long-term Receivable (Note 5)
Total Assets $ 1,524,034 $ 333,532 $ 11,476,208
Liabilities and Fund Balances
Liabilities:
Accounts Payabie $ 351,414 $ 1,320,059
Deferred Revenue (Note 11) 43,186
Total Liabilities 394,600 1,320,059
Fund Balances: (Note 12)
Reserved 186,846 333,539
Unreserved: '
Designated 692,012
Undesignated 250,576 10,156,148
Total Fund Balances 1,128,434 333,539 16,156,148
Total Liabilities and Fund Balances $ 1,524,034 $ 333,538

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS

o}

[

$ 11,476,208



County
School

ci%éiée ‘

Capital
Projects -
Special

Corporation

Non-Major
Governmental

Total
Governmental

$ 8,781 § 528,916 $ 2,105,940 $ 1,245,601 $ 18,793,508
21,208 448,731

2.467,734 2,467,734

3 6,791 $ 2,996,650 $ 2,105,840 $ 1,266,808 $ 19,709,971
$ 2,500 3 8,152 § 1,680,125

2,467,734 2,510,920

2,470,234 6,152 4,191,045

856,742 1,377,127

692,012

6,791 526,416 2,105,840 403,915 13,449,787

6,791 526,416 2,105,940 1,260,657 15,518,926

$ 8,791 $§ 2,996,650 $ 2,105,940 $ 1,266,809 $ 19,709,971
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O MARIN CITY SCHOOL DI ;' =
AE GOVERNMENTAL FURNDS B
STATEMENT OF NET ﬁagg%ﬁ”@
JUNE 30, 2008

SAUSALI
RECONCILIATION OF Tt

Total Fund Balances - Governmental Funds

£

15,518,926

Amounts reported for governmental activities in the statement of net asseis are
different due fo the following:

Capital assefs used in governmental activities are not financial resources and
therefore are not reported as assels in governmental funds. The cost of assels

is $14,506,343, and the accumulated depreciation is $3,114,486. 11.391 857

Unamortized premiums: In governmental funds, bond premiums are recognized
as revenues In the period they are received. In the government-wide
statemenis, premiums are amortized over the life of the debt. Unamortized
premiums at year end consist of,

Deferred Assets - Bond Premiums (27,987)

Unamortized costs: In governmenta! funds, debt issuance costs are recognized
as expenditures in the period they are incurred. In the government-wide
statements, debt issuance cosis are amortized over the life of the debt.

Unamoized debt $ste Costs,  repored a5 prepais axpendiures, at yéarend
consist of:

Deferred Charges - Costs of Issuance ’ 31,583

in governmental funds, revenue is recognized only to the extent that it is
“available,” meaning it will be collected soon enough after the end of the period
to finance expenditures of that period. Receivable for revenues that are eared
but unavailable are deferred until the period in which the revenues become
avaiiable. In the government-wide statements, revenue is recognized when
earned, regardless of availability. The amount of unavailable revenues that were
deferred as a Hability in the govermmental funds, but are recognized in the

government-wide statements is: 2,467,734

in governmental funds, the unmatured interest on long-term debt is not
recognized untll 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. The
additional liability for unmatured interest owed at the end of the period was: (241,406)

Long-term liabilities are not due and payable in the current period and thersfore

are not reported as liabilitles in governmental funds. Long-term liabilities at year-

end consist of:
Compensated Absences 3 15,480
General Obligation Bonds L . 15,858,778
Capital Leases ) 1,130,006
Certificates of Participation 2,415,000

Total Net Assats - Governmental Activities {19,419,352)

§ 9721385

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
i8






CHANGES IN FUND BALANCES
OVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Corporation

Debt
General Service
Revenues
Revenue Limit Sources:
State Apportionment $ 93,639
Local Taxes 3,600,686
Total Revenue Limit Sources 3,694,325
Federal Revenue 240,466
State Revenue 1,126,564
Local Revenue 320,577 $ 12,924 $ 520,310
Total Revenues 5,381,932 12,824 520,310
Expenditures
instracton 2,622,305
Supervision of Instruction 208,319
Instructional Library and Technology 14,583
School Site Administration 395,167
Home-To-School Transportation 152,540
Food Services
Cther Pupil Services 01,848
Data Processing Services 8,070
Other General Administration 754,765
Plant Services 548,866 723
Facilities Acquisition and Construction 55,532 2,904,016
Debt Service:
Principal Retirement 13,518 385,000
interest and Issuancs Costs 5,881 119,088
Other Outgo 229 201
Total Expenditures 5,100,596 504,088 2,805,639
Excess of Revenues Over
{Under) Expenditures 281,338 (491,164) (2,385,329)
Other Financing Sources (Uses)
Operating Transfers In 50,000 502,558
Operating Transfers Out (103,767) o (14,1713
Total Other Financing
Scurcas (Uses) (83,787} 488,388 i
Het Change in Fund Balances 227 568 {2,778} (2,385,329}
Fund Balances - July 1, 2007 901,865 338,318 12,541,478
Fund Balances - June 30, 2008 $  1,128.434 % 333,539

THE ACCOMPANYING NOTES ARE AN |

TEGRAL PART OF THESE STATEMENTS



County
School

Capital
Projects -
Epecial

Corporation
Acqguisition

Non-Major
Governmental

Total
Governmental

$ 2,105,940

$ 1280857

$ 93639

3,600,686

3,604,325

$ 75,792 316,258

$ 879,373 16,621 2,022,558
6,700 $ 534,780 $ 77,719 766,417 2,239,427
886,073 534,780 77,719 858,830 8272568
395,167

152,540

150,024 150,024

91,849

8,070

754,765

16,600 566,189

890,802 3,341 3,854,601
250,000 648,518

517,383 642,352

229,201

890,902 3,341 0 934,007 10,338,573
(4,829) 531,439 77,719 (75,177) (2,066,005)
14,171 103,767 670,407

(502,559) (50,000) (670,497)
o . (502,859) 14,171 53,767

(4,829) 28,880 91,890 (21,410 (2,086,005)
11,620 497,528 2,014,050 1,282,067 17,584,031
$ 8,791 $ 526,416

% 15,518,928



SAUSALITO MARIN CITY SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS S?&TEE&@E 4T OF REVENUES, EXPENDITURES,
| FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL VEAR ENDED JUNE 30, 2008

fet Change in Fund Balances - Governmenial Funds $ (2,088,008

Amounts reported for governmental activities in the siatement of activities are different dus
to the following:

Capltal outlays to purchase or bulld capital assets are reporfed in governmental funds
as expenditures. However, for governmental activities those costs are shown in the
statement allocated over their estimated useful lives as annual depreciation expenses in
the statement of acliviies. This is the amount by which capital outlays exceeded
depreciation expense during the year:

Capital Outlays % 3,872,455
Depreciation Expense (266,448)
3,606,008

in governmental funds, revenues are recognized only to the extent that they are
“available," meaning they will be collected soon enough after the end of the period to
finance expenditures of that period. In government-wide statements, revenus is
recognized when earned regardiess of availability. The amount of eamed but
unavailable revenues relating {o the current period, less revenues that became available

in the current period, but related fo a prior period is: (500,000)

{vacations), and post empioyment benefits 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 used exceeded amounis earned by: 885

Debt issue cosis are recognized as expenditures in the period they are incurred in
governmental funds. In the government-wide statements, issue costs are amortized
over the life of the debt. The difference betwsen debt issue costs recognized in the
current period and issue costs amortized for the period are;

Cost of Issuance Amortized (42,124

Bond premiums are recognized as Other Financing Sources in the period they are
received in governmental funds. In the government-wide statements, premiums are
amortized over the life of the debt. The difference between premiums recognized in the
current period and premiums amortized for the period are:

Bond Premium Amortized 37,330

Debt service: In governmental funds, repayments of long-term debt are reporied as
expenditures. In the government-wide statements, repayments of long-term debt are
reported as reductions of liabilites. Expenditures for repayment of the principal portion
of long-term debt were:

General Obligation Bonds $ 250,000
Capital Leases 13,518
Certificates of Participation 385,000
648,518
Interest on long-term debt in the statement of activities differs from the amount repbited
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 interest accrues, regardless

of when itis due. Accrued interest on long-term liabilities decreased by: 130

Accreted interest on capital appreciation bonds is not recognized as an expenditure in
the governmental fund financial statements untll paid. In the statement of activities,
however, accreted inferest is recognized as an expense as the capltal appraciation
bonds accrefe in value. The amount of accreted interest recognized in the current year
wWas! {210,452

Change in Net Assels of Governmental Activities § 1474288

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
2
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SAUSALITO MARIN CITY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2008

Agency
Funds
Assels
Deposits and investments (Note 2) . $ 2,730
Total Assets 2,730
Liabilities
Due to Student Groups 2,730
Total Liabilities 2,730
Net Assels
Restricted
Total Net Assets 3 O

Total
Fiduciary
Funds

$ 2,730

2,730

2,730

2,730

THE ACCOMPANYING MOTES ARE AN INTEGRAL PART OF THESE STATEMENT.
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Al

Accounting Policies

The Sausalito Marin City School District (the “District”) is a public educational agency
operating under the applicable laws and regulations of the State of California. It is governed
by a five member Board of Trustees elected by registered voters of the District, which
comprises an area in Marin County. The District serves students in kindergarten through
grade eight.

The District prepares its financial statements in accordance with generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Board
(GASB) and the American Institute of Certified Public Accountants (AICPA) and complies
with the policies and procedures of the Depariment of Education's California School
Accounting Manual,

The District is also required to follow the pronouncements of the Financial Accounting

Standards Board (FASB]) issued through November 30, 1989 (when applicable) that do not
conflict with or contradict GASB pronouncements. In addition, the District has the option to
apply FASB pronouncements issued after that date to business-type activities and enterprise
funds, if applicable. The District does not currently have any business-type activities or
enterprise funds that require the District to follow the pronouncement of the FASB.

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 governing 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 the following represents a component unit:

The District and the Sausalito Marin City School District Financing Corporation (the
"Corporation”) have a financial and operational relationship, which meets the reporting entity
definition criteria of the GASB Statement No. 14, The Financial Reporting Entity, for inclusion
of the Corporation as a component unit of the District.

The following are those aspects of the relationship between the District and the Corporation,
which satisfy the inclusion criteria:

Accountability for Fiscal Matters

»> The Board of Directors for the Corporation are appointed by the District’'s Board.

» The Corporation has no employees or members. The District’'s Business Manager shall
serve as the Chief Financial Officer, and the District’s Superintendent shall serve as the
Chief Executive Officer of the Corporation. These individuals receive no additional
compensation for work performed in these capacities.

]
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Reporting Entity (Concluded)

Accountability for Fiscal Matters (Concluded)

» The District's Board exercises significant influence over operations of the Corporation.

» It is anticipated that the District will be the sole lessee of all facilities owned by the
Corporation. Any deficits incurred by the Corporation will be reflected in the iease
payments of the District. Any surpluses of the Corporation revert to the District at the end
of the lease period.

> All major financing arrangements, contracts, and financial transactions of the Corporation
must have the consent of the District.

» The property, assets, profits, and net revenues of the Corporation are irrevocably
dedicated to the District, subject to the indebtedness of the Corporation.

» The District has assumed a “moral obligation” and potentially a legal obligation for any
debt incurred by the Corporation.

Financial Presentation

For financial presentation purposes, the Corporation’s financial activity has been blended, or
combined, with the financial data of the District.

The financial activity of the Corporation is included in the Corporation Debt Service Fund and
Corporation Acquisition Fund, and the certificates of participation issued by the Corporation
are reported as a liability in the Statement of Net Assets.

Scope of Public Service

The Corporation is a nonprofit, public benefit corporation, incorporated under the laws of the
State of California and recorded by the Secretary of State in 1996. The Corporation was
formed for the sole purpose of providing financial assistance to the Sausalito Marin City
School District by acquiring, constructing, remodeling, rehabilitating, equipping, improving
and financing various public facilities, land and equipment and by leasing certain facilities,
land and equipment for the use, benefit and enjoyment of the public served by the District.

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 activities of the District
and its component units. The effect of interfund activity, within the governmental and
business type activities columns, has been removed from these statements. Governmential
activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reporied separately from
certain legally separate component units for which the primary government is financially
accountable.
25



SAUSALITO MARIN CITY SCHOOL BISTRICT
MOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

N

C.

OTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation (Concluded)

Government-wide Financial Statements (Concluded):

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. Governmental 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
governmental funds.

The government-wide statement of aclivities 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 specrf‘ ically associated with a service, program,

or geparimient and are therelore cleany dentinabie (o g particuiar furiction. Trie District dogg

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 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 non-major
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
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 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 cher fmancmg uses) in net current
asseis. - ,

Fiduciary funds are reported using the economic resources measurement focus.

Basis of Accounting

Basis of accounting refers fo when revenues and expenditures are recognized in the
accounts and reported in the financial statements. Government-wide financial statemenis
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.

]
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.

Basis of Accounting (Concluded)

Revenues - Exchange and Non-exchange Transactions:

Revenue resulting from exchange fransactions, in which each party gives and receives
essentially equal value, is recorded under the accrual basis when the exchange takes place.
Under the 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
coliected 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 45, 60, 90 days afier year-end,
depending on the revenue source. However, to achieve comparability of reporting among
California Districts and so as not to distort normal revenue patterns, with specific respect to
reimbursement grants and corrections to state apportionments, the California Department of
Education has defined available as collectible within one year.

Non-exchange transactions, in which the District receives value without directly giving equal
value in return, include property taxes, grants, and entitiements. Under the accrual basis,
revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants and entitlernents 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 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 govermnmental 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 fo 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 Districi's
policy to use restricted resources first, then unrestricted resources as they are needsd.

[
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E.

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 g
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity or
retained eamings, 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, non-major, and fiduciary funds as follows:

Major Governmental Funds:

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.

Corporation Debt Service Fund is used to account for the payment of interest and
redemption of principal on the outstanding certificates of participation issued by the
Sausalito Marin City School District Financing Corporation.

Building Fund is used fo account for acquisition of major governmental facilities financed
from bond proceeds.

County School Facilities Fund is used fo account for state apportionments (Education Code
Sections 17009.5 and 17070.10-17076.10).

Capital Projects - Special Reserve Fund is used to account for proceeds from real property
sales and capital outiays for District property.

Corporation Acquisition Fund is used to account for proceeds from the sale of cerlificates of
participation that will be used to finance the renovation, construction, and modernization of
the District’s school facilities.

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 three

non-major special revenue funds: 3 .

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. Special Revenue - Special Reserve Fund is used to accumulate resources for future
board designated projects.
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H.

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, confracts, and other commitments when they are written. Encumbrances
are liquidated when the commitments are paid. All encumbrances are liquidated at June 30.

Assets, Liabilities and Equity

1.

Deposits and Investments

The District is authorized to maintain cash in banks and revolving funds that are insured
to $100,000 by the Federal Depository Insurance Corporation (FDIC).

The District is ¢ red to be an involuntary participant in an external investmant nonl

as the District is required to deposit all receipts and collections of monies with their
County Treasurer (Education Code Section 41001).

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 is authorized under California Government Code 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 participation: obligations
with first priority security; and collateralized mortgage obligations.

Investments 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 Expenses

Prepaid expenses include the unamortized costs assogiétﬁd with the bonds issued since
the inception of GASB Statement No. 34. The costs will be amortized over the life of the
bond obligation.

Prepaid expenses are equally offset by a net assets reserve, which indicates that these
amounts are not "available for appropriation and expenditure” even though they are a
component of net current assets.



SAUSALITO MARIN CITY SCHOOL DISTRICT
MOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED

E.

Fund Accounting (Concluded)

Debt Service Funds are used to account for the accumulation of resources for, and the
payment of long-term debt principal, interest and related costs. The District maintains two
non-major Debt Service Funds:

1.  Bond Interest & Redemption Fund is used to to account for District taxes received and
expended to pay bond interest and redeem bond principal and related costs.

2. Debt Service Fund is used to account for payments made to the sinking fund, which is
required by the lease purchase agreement that was entered into with California School
Board Association Finance Corporation, for purposes of financing capital improvements
at the District’s two schools.

Fiduriary 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 student body account at Martin Luther
King School. 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. In addition, the District maintains an agency fund for pass-through
funds of the Willow Creek Academy Charter School which was transferred o the charter
school by the end of June 30, 2008.

Budgets and Budgetarv Accounting

Annual budgets are adopied 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 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 Superintendent during the
year {o give consideration to unanticipated income and expenditures. The original and final
revised budget is presented for the General Fund as required supplementary information on
page 47.

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).

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepied in the United States of America requires management to make estimates and
assumptions that affect ceriain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Pt
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i

Assels Lisbilitlies and Equity (Continued)

3.

Capital Assels

Capital assets purchased or acquired with an original cost of $5,000 or more 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
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 all capital assets is computed using a straight-line basis over the following estimated
useful lives:

Asset Class Years

Sites and Improvements 14-36

Buildings and Improvements 30-40
Furniture and Equépmsnt 5-20

Deferred Revenus

Cash received for federal and state special projects and programs is recognized as
revenue fo the extent that qualified expenditures have been incurred. Deferred revenue
is recorded fo the exient that cash received on specific projects and programs exceeds
gualified expenditures. Deferred revenue includes the premiums associated with the
bonds issued in the current year, when applicable, which will be amortized over the life
of the bond obligation.

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 benefits when the employee
refires.

Long-term Ligbilities

in the government-wide financial statements, long-term debt and other long-term
obligations are reported as long-term liabilities in the Statement of Net Assets. Bond
premiums and discounts as well as issuance costs, when applicable, are deferred and
amortized over the life of the bonds. Bonds payable are reported net of applicable bond
premium or discount.

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 is reported as other financing sources or uses.
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SAUSALITO MIARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 20, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONCLUDED)

i

Assels, Liabilities and Eauity (Concluded)

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 shest
date. Designations of the ending fund balance indicate tentative plans for financial
resource utilization in a future period.

Revenue Limit/Property Tax

The District’s revenue limit is received from a combination of local property taxes, state
apportionments, and other local sources.

the County of Mann 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 January 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 10 and April 10, respectively.
Property taxes on the unsecured roll are due on the lien date (January 1), and become
delinquent if unpaid by August 31.

Secured property taxes are recorded as revenue when apportioned, in the fiscal vear of
the levy. The county apportions secured property tax revenue in accordance with the
alternative 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, approximately
October 1 of each year.

The County Auditor reports the amount of the District’'s allocated property tax revenue o
the California Department of Education. Property taxes are recorded as local revenue
limit sources by the District.

NOTE 2 - DEPOSITS AND INVESTMENTS

Summary of Deposits and Investmenis

E3

Deposits and investments as of June 30, 2008, consist of the following:

Governmental Fiduciary
Activities Activities
Cash on Hand and in Banks $ 1,040 3 2,730
Cash with Fiscal Agent 2,736,025
County Pool Investments 14,056,441

Total Deposits and Investments 16793506 $ 2.730

[€¥)
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 230, 2008

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

Cash on Hand and in Banks

Cash on hand and in bahks consists of ail cash held by the District and all cash maintained

in commercial bank accounts owned by the District.

Cash with Fiscal Agent

Cash with Fiscal Agent consists of $333,539 held by US Bank as trustee, for future payment
of interest and redemption of certificates of participation principal; $2,105,940 held by US
Bank as trustee, for future construction projects, and $296,546 held by US Bank as frustee,
for future pay-off of a capital lease.

County Pool Investments

County pool investments consist of District cash held by the Marin County Treasury that is
invested in the county investment pool. The fair value of the District’s investment in the pool
|atat

is renortad sments.at.armeunis.that based i it
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share of the fair value provided by the County Treasurer for the entire portfolio (in relation to
the amortized cost of that portfolio).

General Authorization

Limitations as they relate fo interest rate risk, credit risk, and concentration of credit risk are
indicated in the schedule below:

Maxdmum Maximum Masdmum
Authorized Remaining Percentage investment
Investrment Type Maturity of Portfolio in One
Issuer
Local Agency Bonds, Notes, Warrants 5 years Mone None
Registered State Bonds, Motes, Warrants 5 years None None
Treasury Obligations / Agency Securities 5 years None None
Banker's Acceptance 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% None
Repurchase Agreements 1 year MNone None
Reverse Repurchase Agreements 92 days 20% of base MNone
Medium-Term Notes 5 years 30% Naone
Mutual Funds / Money Market Funds N/A 20% 10%
Mortgage Pass-Through Securities 5 years 20% None
County Pooled Investment Funds N/A - , None None
Local Agency Investment Fund (LAIF) Na None None
Joint Powers Authority Pools N/A None None

Interest Bate Risk

Interest rate risk is the risk that changes in market interest rate will adversely affect the fair
value of an investment. Generally, as the length of the maturity of an investment increases,
the greater the sensitivity of its fair value to changes in market interest rates. The District
manages its exposure fo interest rate risk by investing in the County Treasury that
purchases a combination of shorter term and longer term investments and by timing cash
flows from maturities so that a portion of the portfolio is maturing or coming close o maturity
evenly over time as necassary to provide the cash flow and liquidity needed for operations.
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SAUSALITO MARIM CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)Y

Segmentad Time Distribution

Information about the sensitivity of the fair value of the District's investment to market
interest rate fluctuations is provided by the following schedule that shows the distribution of
the District’'s investment by maturity:

Carrying Fair Less Than More Than
investment Tvpe Value Yalue 1 Year 1 Year

County Pool Investments $ 14,056,441 $14,094499 §$ 11,210,555 § 2,845 886
Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder

of the invesiment. This is measured by the assignment of a ratina bv a nationally recognized

statistical rating organization. Presented below is the minimum rating required by the
California Government Code, the District's investment policy, or debt agreemenis, and the
actual rating as of the year-end for each investment type.

Carrying Fair Rating as of Year End
Investment Type Value Value AAA Aa Unrated
County Pool investments $ 14,056,441 $ 14,094,499 $ 14,056,441

Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be
invested in any one issuer beyond the amount stipulated by the California Government
Code. However, the District does not hold any investments in any one issuer, at year-end,
that represents five percent or more of the total investments held by the District.

Custodial Credit Risk - Deposits

This is the risk that in the event of a bank failure, the District’s deposits may not be returned
fo it. The District does not have a policy for custodial credit risk for deposits. However, the
California Government Code requires that a financial institution secure deposits made by
state or local governmental units by pledging securities in an undivided coliateral pool held
by a depository regulated under state law (uniess so waivéd by the governmental unit). The
market value of the pledged securities in the collateral poo! must equal at least 110 percent
of the total amount deposited by the public agencies. California law also aliows financial
institutions to secure public deposits by pledging first trust deed morigage notes having a
value of 150 percent of the secured public deposits and letters of credit issued by the
Federal Home Loan Bank of San Francisco having a value of 105 percent of the secured
deposits. As of June 30, 2008, the District does not have a bank balance that is exposed to
custodial credit risk because it was uninsured and collateralized with securities held by the
pledging financial institution’s trust department or agent, but not in the name of the District.

[#3]
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 2 - DEPOSITS AND INVESTMENTS (CONCLUDED)

Custodial Credit Risk - Invesimenis

This is the risk that in the event of the failure of the counterparty, the District will not be able
to recover the value of its investments or collateral securities that are in possession of an
outside party. The District does not have a policy limiting the amount of securities that can
be held by counterparties. As of June 30, 2008, the District does not have any investments
that are held by counterparties.

Derivative Investments

The District does not directly invest in any derivative investments. Information relating to the
use of derivative investments by the Marin County Treasury was not available.

NOTE 3 - EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Excess of expendiiures over appropriations i General FURd was 25 Tollows:

Excess
Expenditures

Classified Salaries $ 7,570

The District incurred unanticipated expenditures in excess of appropriations in the above
expenditure classification for which the budget was not revised.

NOTE 4 - RECEIVABLES

Receivables at June 30, 2008 consist of the following:

Non-Maijor
General Governmenial
Fund Funds Totals

Federal Government

Categorical Programs $ 96,108 3 9,585 ¥ 105694
State Government

State Ald 25,533 R 25,533

Categorical Programs 177,757 . ' 177,757

Lotiery 5,870 ‘ 5,970

Other Allowances 28,588 28,588
Total State 237 848 237 848
Local Governmenis 87,501 11,823 08 124
Miscellaneous 6,065 6,085
Totals $ 427 523 $ 21,208 $ 448731
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 5- LONG-TERM RECEIVABLE

During fiscal year 1996-97, the City of Sausalito entered into a site lease/purchase
agreement with the Sausalito Marin City School District for the purchase of Martin Luthsr
King Jr. school site. Under the terms of the agreement, the City of Sausalito is required to
make 17 annual lease payments to the District, with an interest rate of 7.46% factored into
the annual payment amount. The lease does not include a prepayment option. As a result,
the City of Sausalito is required to pay the full amount of each annual payment, even if the
city were to decide to prepay the entire lease balance. Proceeds from the lease agreement
are used fo make the debt service payments on the outstanding certificates of participation,
which are discussed in Note 10.

Future payments to be received under this agreement, as of June 30, 2008, are as follows:

Year Ended Payments
June 30 ' Receivable
2808 ‘ $ 455000
2010 475 000
2011 : 475,000
2012 475,000
2013 475 000
2014 72,734

Total $ 2467734
NOTE 6 - INTERFUND ACTIVITIES

Interfund transactions are reported as either loans, services provided, reimbursements, or
transfers. Loans are reported as interfund receivables and payables, as appropriate, and
are subject to elimination upon consolidation. Services provided, deemed to be at market or
near market rates, are treated as revenues and expenditures. Reimbursements ocour when
one fund incurs a cost, charges the appropriate benefiting fund, and reduces its related cost
as a reimbursement. All other interfund transactions are treated as transfers.

Interfund transfers consist of operating transfers from funds receiving revenue to funds
through which the resources are to be expended. interfund transfers for fiscal vear 2007-08
were as follows:

Funds Transfers In Transfers Out
General 3 50,000 $ 103,767
Corporation Debt Service 502,559 14,171
Capital Projects - Special Reserve 502,559
Corporation Acquisition 14,171
Deferred Maintenance 11,000
Cafeteria 37,000
Special Revenue - Special Reserve 50,000
Debt Service 55767
Totals $ 670497 $ 870497

36



SAUSALITO MARIN CITY SCHOOL DISTRICT
MOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 6 - INTERFUND ACTIVITIES (CONCLUDED)

Transfer of $11,000 fmm General Fund to Deferred Maintenance Fund fo maich Siate
sllocation.

Transfer of $37,000 from General Fund to Cafeteria Fund to support the child nutrition
program.

Transfer of $55,767 from General Fund to Debt Service Fund for capital lease sinking fund
payment.

Transfer of $14,171 from Corporation Debt Service Fund to Corporation Acquisition Fund to
fransfer excess interest earnings from the certificates of participation reserve account, which
will be used to finance future construction projects.

Transfer of $502 559 ﬁ'om Gap;iai Pm}ects - Specraﬁ Reserve Fund fo Cm‘porat ion Debt

Ny certincates of participation.

Transfer of $50,000 from Special Revenue - Special Reserve Fund to General Fund to
finance drainage project at Willow Creek Academy.

NOTE 7 - CAPITAL ASSETS AND DEPRECIATION

Capital asset activity for the vear ended June 30, 2008, is shown below:

Balances Balances

July 1, 2007 Additions Deletions June 30, 2008
Land $ 948,870 $ 948,870
Sites and Improvements 1,236,391 $ 9,470 1,245 861
Buildings and Improvements 4,183,835 4,539,203 8,723,038
Furniture and Equipment 90,944 90,944
Worlk-in-Progress 4,173,848 3,497,630 § 4173848 3,497,830
Totals at Historical Cost 10,633,888 8,046,303 4,173,848 14,506,343
Less Accumulated Depreciation for:
Sites and Improvements 935,039 74,172 1,008,211
Buildings and improvements 1,888,830 187,951 2,077,781
Furniture and Equipment 23,168 4326 27 494
Total Accumulated D'epreciatésn 2,848 037 266,449 0 3,114,488

Governmental Activities
Capital Assels, net $ 7785851 § 7779854 $§ 4173848 § 11,391,857

[N
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SAUSALITO MARIN CITY SCHOOL DISTRICT

§
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 20, 2008

NOTE 7 - CAPITAL ASSETS AND DEPRECIATION (CONCLUDED)

Depreciation expense was charged to governmenial activities as follows:

Instruction
Supervision of instruction

Instructional Library, Media, and Technology

School Site Administration

Home-to-School Transportation

Food Services

Other Pupil Services

Data Processing Services
Other General Administration
Plant Services

Total Depreciation Expense

$ 141,291
11,224

786

21,292
8,219
8,083
4,949

435
40,620
29,550

$ 266.449

NOTE 8 - GENERAL OBLIGATION BONDS

On August 18, 2005, the District issued general obligation bonds, series 2005 in an
aggregate principal amount of $7,640,000, with interest rates ranging from 3.65% 10 5.5%.

On September 7, 2008, the District issued general obligation bonds, series 2006A in an
aggregate principal amount of $1,989,991 with interest rates ranging from 3.25% to 5.08%.

On September 7, 2006, the District issued general obligation bonds, series 2006B in an
aggregate principal amount of $6,269,933 with interest rates ranging from 4.0% to 5.21%.

Each of the above bond issues were authorized by more than 55% of the gualified voters of
the District at the election held on November 2, 2004. The net proceeds from the sales of

the bonds are being used to finance various construction/modernization projects within the
District.

The outstanding general obligation debt of the District as of June 30, 2008 was as follows:

Current Interest Bonds

Date Amount of Issued Redeemed
of interest  Maturity Original Cutstanding Cuyment Current Outstanding
Issue Rate%  Daie Issue July 1, 2007 Year Year June 30, 2008
8/18/05 3.65-55 8/1/31 § 7,840,000 $ 7475000 $ 185,000 $ 7,310,000
QI7i08 3.25-4.125 8/1/22 1,680.000 1,880,000 85,000 1,595,000
/7108 4.0-4.3758 B/1/28 3,116,000 3,110,000 3,110,000
Total 12430000 % 12265000 § g 3 280000 & 12015000




SAUSALITO MARIN CITY SCHOOL DISTRI
NOTES TO THE BASIC FINANCIAL

FOR THE FISCAL YEAR ENDE

STATEMENTS

JUNE 30, 2008

NOTE 8 - GENERAL OBLIGATION BONDS (CONTINUED)

A, Current Interest Bonds (Concluded
The annual requirements to amortize the current interest general obligation bonds, as of
June 30, 2008, are as follows:
Year Ended
June 30 Principal Interest Totals
2008 $ 260,000 3 505,683 $ 765,683
2010 275,000 492,883 767,883
2011 280,000 479,314 768,314
2012 305,000 484 863 769,863
2013 325,000 449 389 774,388
2014-2018 2,105,000 1,888,391 4,093,391
2019-2023 3.065.000 1.479.541 4,544 KA1
2024-2028 3,550,000 798,645 4,348 645
2029-2033 1,840,000 102,711 1,942,711
Totals $ 12,015,000 $ 8,761,420 $ 18,776,420
B. Capital Appreciation Bonds
Accreted
Date Date Amount of issued Interest
of interest of Original Outstanding Current Current Cutstanding
Issue Rate % Maturity issue July 1, 2007 Year Year June 30, 2008
Q7/06 7586 B/M/33 % 308,981 § 329,456 $ 25485 $ 354,921
9/7/06 5523 B/1/42 3,159,933 3,303,868 184,987 3,488,855
Totals $ 460924 $ 3633324 § 0 ¢ 210452 § 3843776

The outstanding obligation for Series 2006A capital appreciation bonds at June 30, 2008,

was as foliows:

: Amount of ,
Year Ended QOriginal Issue -~Accreted
June 30 Rate % Principal interest Totals

2009-2013 $ 0 $ o0 3 O
2014-2018 0 0 0
2018-2023 0 0 o
2024-2028 7.586 172,333 24 977 187,310
2029-2033 7.588 118,765 17,214 135,979
2034-2038 7.588 18,893 2,739 21,632

Tolals % 309,991 $ 44 930  § 354,921
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SAUSALITO MARIN CITY SCHOOL DISTRICT

NOTE 8 - GENERAL OBLIGATION BONDS (CONCLUDED)
B. Capital Appreciation Bonds (Concluded)

The annual requirements to amortize the Series 2006A capital appreciation bonds at
June 30, 2008, are as follows:

Year Ended
June 30 Principal interest Totals

2009-2013 $ 0 $ 0 3 0
2014-2018 0 0 0
2019-2023 0 0 8]
2024-2028 172,333 527,667 700,000
2029-2033 118,765 581,235 700,000
2034-2038 18,803 121,107 140,000

Total & 206,001 € 1:230,000 -Gt 540,000

The outstanding obligation for Series 20068 capital appreciation bonds at June 30, 2008,
was as follows:

Amount of
Year Ended Criginal issue Accreted
June 30 Rate % (Principal) Interest Totals

20098-2013 $ o $ 6 $ 0
2014-2018 0 0 0
2018-2023 0 0 G
2024-2028 g o 0
2029-2033 5523 778,788 81,082 859,850
2034-2038 5523 1,275,448 132,779 1,408,227
2038-2043 5523 1,108,697 115,081 1,220,778

Totals $ 3,159,933 3 3289822 § 3,488,855

The annual requirements to amortize the Series 20068 capital appreciation bonds at
June 30, 2008, are as follows:

Year Ended 5 ,

June 30 Principal interest ~ Totals
2009-2013 $ 0 $ 0 $ 0
2014-2018 0 0 0
2019-2023 0 0 0
2024-2028 G 0 0
2028-2033 778,788 2,221,212 3,000,000
2034-2038 1,275,448 4,854,552 6,170,000
2039-2043 1,105,697 5,899,303 7,005,000

Totals $ 3,159,833 $ 13,015,067 $ 16,175,000
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NOTES TO THE BASIC FINANCIAL STATEMENTS
E

B

FOR THE FISCAL YEAR ENDED JUNE 20, 2008

NOTE @ - CAPITAL LEASES

A. On December 1, 2002, the District entered into a $1 ,D%,GOG lease agreement to finance the
remodel of its existing school facilities and the update of its technology systems. The
agreement requires the District to make fifteen (15) annual payments of $55.766 to a sinking
fund maintained by US Bank. The sum of the annual payments plus interest earned on the
sinking fund balance are expected to sufficient to make a single $1,000,000 lease payment
on December 19, 2017 to pay-off the entire lease balance at that time. The lease does not
include a prepayment option. The agreement provides for title o pass upon expiration of the
lease period.

Future required sinking fund payments as of June 30, 2008 are as follows:

Sinking
Year Ended Fund

June 30 Payments
2009 $ 55766
2010 55 766
2011 55,766
2012 55,766
2013 ‘ 55,766
2014-2018 278,835
Total sinking fund payments remaining CE § 557565
l.ease payment due December 19, 2017 o $ 1,000.000

At June 30, 2008, the Debt Service siﬁkmg fund has a fund balance of $296,546.

B. On August 19, 2005, The District entered into a lease agreement to finance the acquisition of

energy management equipment valued at $156,600 at an interest rate of 4.095%. The
agreement requires 10 annual payments of $19,399. The agreement provides for title to
pass upon expiration of the lease period.

Future minimum lease payments under this agreement are as follows:

Year Ended Lease
dune 30 Paymenis
2009 $ 19,399
2010 19,399
2011 19,399
2012 . o ' 19,398
2013 19,399
2014-2018 58,197
Total payments 155,192
Less amounts representing interest (25,096)
Present value of net minimum lease pavments 3 130.006

The District will receive no sublease rental revenues nor pay any coniingent rentals for these
leased improvements.
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 10 - CERTIFICATES OF PARTICIPATION

in August 2006, the Sausalito School District Financing Corporation issued certificates of
participation (COPS) in the amount of $3,235,000 with interest rates ranging from 3.25% to
5.0%. The 2006 COPS were issued fo refund the outstanding 1996 Refunding COPS and
provide financing for the renovation, construction, and modernization of certain District
facilities. At June 30, 2008, the principal balance outstanding was $2,415,000.

The annual requirements to amortize the certificates of participation as of June 30, 2008 are

as follows:
Year Ended
June 30 Principal Interest Totals

2008 $ 385,000 $ 105,613 $ 500,613
2010 385,000 92,775 477,775
2011 400,000 77,375 477 375
2012 415,000 61,375 476,375
2013 . 440,000 44,000 481,000
2014-2018 380,000 19,000 396,000

Totals $ 2415000 % 397,138 $ 2,812,138

NOTE 11 - LONG-TERM LIABILITIES

A schedule of changes in long-term lisbilities for the vear ended June 30, 2008, is shown

below:
Balances Balances Due within
July 1, 2007 Additions Deductions  June 30,2008 One Year
Compensated Absences $ 16,365 § 15,480 16,365 & 15,480 $ 15,480
General Obligation Bonds 15,808,324 210,452 § 250,000 15,858,776 260,000
Capital Leases 1,143,614 13,518 1,130,006 14,071
Certificates of Participation 2,800,600 385,000 2,415,000 395,000
Totals $ 19,858,303 % 225032 § 6684883 $ 19419,352 § 684 551

NOTE 12 - EUND BALANCES

A, Reservations of fuﬁd balances as of June 30, 2008 are as follows:

Other
General Governmentsal
Fund Funds Totals
Fevolving Fund % 1,000 3 40 $ 1,040
Debi Sevice 1,190,241 1,180,241
Restrictad Programs 185,848 185,846

Totals § 186848 $ 1190281 § 1377127

B,
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 12 - FUND BALANCES (CONCLUDED)

A Reserved for Revolving Fund represenis the portion of the ending fund balance represented
by the revolving fund cash.

Reserved for Debt Service includes $560,156 in the Bond interest & Redemption Fund
reserved for future payment of interest and redemption of bond principal, $333,539 in the
Corporation Debt Service Fund reserved for future payment of interest and redemption of
certificates of participation principal, and $296,546 in the Debt Service Fund reserved for
future pay-off of a capital lease.

Reserved for Resiricted Programs reflects unspent program revenues that are legally
restricted for future use.

Restricted program balances at June 30, 2008 are as follows:

Genef;;zi Fund:

English Language Acquisition $ 273
Lottery Instructional Materials - 390
Arts, Music & Physical Education 7,275
Supplemental School Counseling 10,227
Economic Impact Aid 39,809
Gifted & Talented Education 5,217
instructional Materials Realignment 3,085
Targeted Instructional Improvement 102,074
School & Library Improvement 2,060
School Site Discretionary 7,243
District Discretionary 8,193

Total $ 185846

B. Designations of ending fund balances as of June 30, 2008 are as follows:

General Fund:

Economic Uncertainties $ 525436
Supplemental Charter School Grant 157,000
Donations 9578

Total ) - $ 6892012

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) for K-12 Education. This payment consists of
state general fund contributions to STRS of $56,335 (4.517% of salaries subject to STRS).
In addition, to the normal rate, a rate of 2.237% was applied to the District's 2003-04 salaries
and recorded as a contribution in fiscal year 2007-08.



SAUSALITO MARIN CITY SCHOOL DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

e

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 14 - EMPLOYEE RETIREMENT SYSTEMS

Qualified employees are covered under multiple-employer coniributory retirement plans
maintained by agencies of the State of California. Ceriificated 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' Relirement Sysiem (8TRS)
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 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 information. Copies of the STRS annual financial report may be obtained

HON e OO OO T OB UGS ETT OaCravi ey Camamia
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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 2007-08
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 30, 2008, 2007, and 2006, were $99,774, $100,614, and $95,091, respectively, and
equal 100% of the required contributions for each year.

B. California Public Emplovees’ Retirement System (CalPERS)
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 benefils, 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 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 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 CalPERS Board of
Administration. The required employer contribution rate for fiscal year 2007-08 was 9.306%.
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, 2008, 2007, and
2006, were 591,882, $84,513, and $87,533, respectively, and equal 100% of the required
contributions for each year.
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES ?@ THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 14 - EMPLOYEE RETIREMENT SYSTEMS (CONCLUDED)

C.

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 {o use Social Security as its alternative plan.
Contributions made by the District and participating employee vest immediately. The District
contributes 6.2% of each employee’s gross earnings. In addition, each employee is required
to contribute 6.2% of his or her gross earnings.

NOTE 15 - RISK MANAGEMENT

The District is exposed to various risks of loss related to theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. During fiscal
vear 2007-08, the District participated in one joint powers authority (JPA) for purposes of

pooling for risk There were no significant reductions in coverage during the vear
Settlements have not exceeded coverage in any of the past three years.

NOTE 16 - JOINT VENTURES

The District participates in two joint ventures under joint powers agreements with Marin
School Insurance Authority (MSIA) for workers’ compensation and property and liability
insurance, and Marin Pupils Transportation Agency (MPTA) for pupil transportation services
for special education children. The relationships between the District and the JPAs are such
that the JPAs are not component units of the District for financial reporting purposes.

The JPAs arrange for and/or provide coverage or transportation services for its members.
The JPAs are governed by a board consisting of a representative from each member district.
Each board conirols the operations of their JPAs, 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 or service requested and shares surpluses and deficits
proportionately to their participation in the JPAs. The District is charged by the MPTA based
upon actual cost of pupil transportation.

The JPAs are audited on an annual basis. Financial information can be obtained by
contacting each JPA's management.

NOTE 17 - CHARTER SCHOOL

ey

In accordance with Education Code Section 47805, the District approved a Charter School
agreement with Willow Creek Charter School, which was renewed for an additional five
years for the period July 1, 2004 through June 30, 2009. Under the terms of the agreement,
the charter school is responsible for managing, budgeting, and accounting for its activities in
accordance with accounting principles generally accepted in the United States of America.
Therefore, the financial activities of the charter school are not included in the District’s
financial reporis, except for cerlain pass-through funds, that are presented in the Fiduciary
Statement of Net Assets, and the Agency Funds - Combining Statement of Changes in
Assets and Liabilities. The complete acliviies of the Willow Creek Charter School are
presented in the Charter School's audit report, which is prepared by other auditors.
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE

A

18 - 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 grantor agencies. Although such audits could generate expenditure
disallowances under terms of the grants, it is believed that any required reimbursements will
not be material.

Litigation

The District is subject to various legal proceedings and claims. 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.

NOTE 19 - FUTURE GASB IMPLEMENTATION

in July of 2004, the Governmental Accounting Standards Board issued GASB Statement 45,
Accounting and Financial Reporting by Employers for Post Employment Benefits Other Than
Pensions, with required implementation for the District during fiscal year 2008-10. The new
statement will significantly change the way state and local governments report their “other
post employment benefits” to the public. As a result of GASB 45, state and local
governments will be required to (1) recognize the cost of these benefits in periods when the
related services were rendered to the employer, (2) provide information about the actuarial
accrued liabilities for promised benefits associated with past services and to what extent
those benefits have been funded, (3) and provide information useful in assessing potential
demands on the employer’s cash flow.
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SAUSALITO MARIN CITY SCHOOL DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL - GENERAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Variance with
Final Budget

Original Final Favorable
Budget Budgst Actual {Unfavorable}
Revenues
Revenue Limit Scurces: 7
State Apportionment $ 59,766 % 85,810 $ 93,639 $ 7,820
Local Sources 3,468,108 3,589,065 3,600,686 10,721
Total Revenue Limit Sources 3.527.872 3,675,775 3,654,325 18,550
Federal Revenue 210,323 253,809 240,466 {13,533)
Other State Revenue 1,032,785 1,142,395 1,128,564 {15,831
Other Local Revenue 288,412 301,894 320,577 18,683
Total Revenues 5,038,392 5,374,063 5,381,832 7,868
Expenditures
Certificated Salaries 1,523 557 1,594 404 1,581,869 12 835
Classified Salaries 840,410 215,235 922,805 (7,570)
Employee Benefits 603,578 649,506 620,345 29,251
Books and Supplies 185,772 363,768 289,275 74,494
Services and Other
Operating Expenditures 1,475,858 1,582,860 1,383,723 209,137
Capital Outlay 58,535 53,979 4 556
Debt Service:
Principal Retirement 13,518 13,518 13,518
interest and Fiscal Charges 5,881 5,881 5,881
Other Expenditures 238,220 246 842 229,201 17,841
Total Expenditures 4,886,894 5,440 640 5,100,598 340,044
Excess of Revenues Over
{Under) Expenditures 162,498 {66,877} 281,336 347,913
Operating Transfers In 50,000 50,000
Onperating Transfers Out {108,767 (103,714 (103,767 {83;
Total Other Financing
Sources (Uses) {105,767) (83,714 (83,767 (83
Met Changs in Fund Balances . 48,731 {120,281y 227 569 & 347,860
Fund Balances - July 1, 2007 801,865 901,885 901,865
Fund Balances - June 30, 2008 $ 048,596 % 781,574 % 1,128,434

£ ACCOMPANYING NOTES ARE AN N
4

{TEGRAL PART OF THESE STATEMENTS
7



COMBINING BALANCE SHEET
HON-MAJOR GOVERNMENTAL FUNDS
SJUNE 30, 2008

Assels
Deposits and Investments _ 3 457 $ {7,889)
Receivables 21,208
Total Assets $ 457 3 13,319
Lisbilities and Fund Balances
Liabilities:
Accounis Payable $ 6,152
Total Liabilities : 6,152
Fund Balances:
Reserved 40
Unreserved:
Undesignated $ 457 7,127
Total Fund Balances 457 7,167
Total Liabilities and Fund Balances $ 457 $ 13,319

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
48



Special Bond Total
Revenue - Interast Mon-Major
Governimental

Special and
Redemption

S N

$ 386,331 $ 560,156 $ 296,546 $ 1245801
21,208

$ 396,331 $ 560,156 $ 296,546 $ 1,266,808

$ 8,152

6,152

$ 560,156 $ 206,546 856,742

$ 396,331 403,915

396,331 560,156 296,546 1,280,857
$ 396,331 $ 560,156 $ 296,548 $ 1,286,808
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¥ SCHOOL DISTRICT

F REVENUES, §f@g§%§ ITURES, AND
E%"*ﬁ FUND BALANCES

s

5‘%@%&%&3&% GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Deferred

- @aﬁ‘*’eéefta

Federal Revenue $ 75,782
State Revenue $ 6,389 5,336
Local Revenue (418) 37,810

Total Revenues 5,971 118,938
Food Services 150,024
Plant Services 16,800
Debt Service:

Principal Retirement
interest and Issuancs Costs

Total Expenditures 16,600 150,024
Excess of Revenues Over
(Under) Expenditures {10,629) (30,086)
Other Financing Sources (Usas)
Operating Transfers In 11,000 37,000
Operating Transfers Out

Total Other Financing

Sources (Uses) 11,000 ) 37,000
Met Change in Fund Balances 371 5914
Fund Balances - July 1, 2007 86 253
Fund Balancss - June 30, 2008 $ 457 $ 7167

THE ACCOMPANYING MOTES ARE AN INTEGRAL PARTOF T STATEMENTS



Special Bond Totsl
Revenus - interest Hon-Major
Special and Debt Covernmental
ﬁeapé Service F

. § 75,792

$ 3,896 16,621

$ 19,073 703,427 $ 6,525 766,417
19,073 707,323 5,525 858,830
150,024

16,600

250,000 250,000

517,383 517,383

0 767,383 0 934,007
18,073 (60,080) 6,525 {75,177)
55,767 103,767
{50,000} {50,000)
(60,000) 0 585,767 53,767
(30,827) (80,060} 62,292 (21,410}
427,258 620,216 234,254 1,282,087

$ 396,331 $ 560,156 3 296,548 $ 1.260857




Balances Balances
Jusly 1, 2007 Additions Deductions Sune 30, 2008
CHARTER SCHOOL *
Assefs
Deposits and Investments $ . 54,105 % 54 108 $ 0
Accounts Receivable 808 808 0
Total Asseis $ 54,913 $ 0 $ 54,913 $ o
{iabilities
Due o Charter School $ 54,913 $ 54,913 $ 0
Total Liabilities $ 54,913 $ 0 $ 54,913 $ 0
STUDENT BODY
Assets .
Deposits and Investments $ 2,730 % 0 % 0 $ 2,730
Liabilities
Due to Student Group $ 2.730 $ 4] $ 4] $ 2,730
COMBINED AGENCY
Assetls
Deposits and Investmenis $ 56,835 $ 54 108 kS 2,730
Accounts Recsivable 808 808 0
Total Assels $ 57,643 $ 0 $ 54 813 3 2,730
Liabilities
Due to Student Group $ 2,730 $ 2,730
Due to Charter School 54913 $ 54,913 0
Total Liabilities % 57,643 $ 0 g 54,913 $ 2,730

* The balances held in the Charter Schoo! Agency Fund were transferred fo the Charter School during fiscal year 2007-08,

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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ORCGANIZATION

The Sausalito Marin City School District comprises and serves the City of Sausalito, Marin City,
and several military installations. There were no changes in the boundaries of the District during
the current year. The District currently operates two elementary schools.

BOARD OF TRUSTEES
Name Office Term Expires
Whitney Hoyt President December 2010
Thomas Clark Vice President December 2008
Shirley Thornton, Ed.D. Clerk December 2010
Elizabeth Todd-Gallardo Member December 2008
Mark Trofter Member December 2010
ADMINISTRATION

Dr. Debra A. Bradley
Superintendent

Margaret Bonardi
Business Manager



i
-
/"Q_k:
o

o,

4%
1o

]

O
SCHEDULE OF AVERAGE DAILY ATTENDANCE

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Second
Period Annual
Report Report
Elementary
Kindergarien , 20 20
First through Third 41 42
Fourth through Sixth 30 32
Seventh and Eighth 28 27
Special Education & 8
Extended Year 1 1
Totals 128 130
Hours of
~Supglemenial Howg Bltenganee
Elementary RANAER

SEE NOTES TO SUPPLEMENTARY INFORMATION
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HEDULE OF INETRUCTIORAL TIME

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

1982-83 1986-87 2007-08  Number of Days Number of Days

Actual Minutes Actual Traditional RMultitrack

Grade Level Minutes Reguired Minutes Calendar Calendar Status

Kindergarten  Not Available 3610@{? 54 470 180 NIA in Compliance
Grade 1 Mot Available 50,400 59,750 180 NIA in Compliance
Grade 2 Not Available 50,400 58,750 180 N/A In Compliance
Grade 3 Not Available 50,400 60,950 180 N/A In Campiiance
Grade 4 Mot Available 54,000 60,950 180 N/A In Compliance
Grade 5 Not Available 54,000 60,950 180 N/A In Compliance
Grade 6 Not Avallable 54,000 60,950 180 N/A In Compliance
Grade 7 Not Available 54,000 60,875 180 NIA in Compliance
Grade 8 Not Avallable 54,000 60,675 180 N/A In Compliance

SEE NOTES TO SUPPLEMENTARY INFORMATION
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FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Federal Pass-Through Federal
Catalog Identification Program
Prog Number Mumber Eupenditures
U.8. Department of Agriculture:
Passed through California
Department of Education (CDE):
National School Lunch 10.555 13524 3 57 404
Especiaily Needy Breakfast 10.553 13526 18,388
118, Department of Education:
Passed through CDE:
NCLB: Title | - Basic Grant 84.010 14328 106,638
NCLB: Title It - Improving Teacher Quality 84.367 14341 28,224
== NGLB-Tile-d-Enhansing EdusationThrough Technoiogy 54318 4G54 RiRte
NCLB: Title il - Limited English Proficiency 84.365 10084 1,345
NCLB: Title V - Innovative Education Strategies 84.298A 14354 1,081
NCLB: Title IV - Drug Free Schools 84.186 14347 1,600
Special Education - Local Assistance 84.027 13379 57,563
Gear Up Grant * * 7.500
Direct: .
impact Ald - Maintenance and Operations 84.041 nfa 35,518
Toial % 316,258

* Federal Catalog / Pass-Through identification Number not available

197]

EE NOTES TC SUPPLEMENTARY INFORMATION
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MANCIAL AND BUDGET REPCORT
WITH AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Building
Fund
June 30, 2008 Annual Financial and
Budget Report Fund Balance $§ 10,317,278
Adjustment decreasing Fund Balance
Understatement of Facilities Acquisition and Construction (161,128)
June 30, 2008 Audited Financial Statement Fund Balance $ 10,156,149

Auditor's Comments

“The audiied financial statements of ail other funds were In agreement with the Annual Financial and
Budget Report for the fiscal year ended June 30, 2008.

SEE NOTES TO SUPPLEMENTARY INFORMATION
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GENERAL FUND

(Budgst)*

2008-09 2007-08 2006-07 2008-06
Revenues and Other Financial Sources $ 5,305,005 $ 5,431,832 $ 6,176,210 $ 5,332,727
Expenditures _ 5,080,492 5,100,598 5,524 555 5,282 877
Other Uses and Transfers Out 97,014 103,767 518,054 155,883
Total Outgo 5,177,508 5,204,363 8,043,609 5,418,860
Change in Fund Balance 127,499 227,569 132,601 (88,133)
Ending Fund Balance $ 1,256,033 $ 1,128434 $ 901,865 3 768,264
Available Reserves $ 668,971 $ 776,012 $ 705,224 $ 668,199
Designated for Economi‘c Uncertainties $ 540,202 $ 525,436 $ 483,489 $ 433,509
Undesignated Fund Balance $ 128,769 $ 250,576 3 221,735 % 234,650
Available Reserves as a Percentage
of Total Outge 12.9% 14.9% 11.7% 12.3%
Average Daily Attendance at P-2 128 128 118 138
Total Long-Term Liabilities $ 18,734,801 .§ 16,419,352 $ 19,858,303 $ 10,127,701

* Amounts reported for the 2008-09 budget are presented for analytical purposes only and have not been audited.

The fund balance of the General Fund increased $360,170 (46.8%) over the past two years. The fiscal yvear 2008-08
budget projects an increase of $127,499 (11.3%). For a district this size, the state recommends available reserves of
at least 5% of total general fund expenditures, transfers out, and other uses (fotal outgo).

The District incurred an operating deficit of $86,133 in fiscal year 2005-08, and produced operaling surpluses of
$132,601, and $227,569 during fiscal yvears 2008-07, and 2007-08, respectively,

Average dally attendance decreased 7 ADA over the past two years. The District projects an increase of 1 ADA during
fiscal year 2008-090.

Total long-term liabilities increased $9,291,651 over the past two vears, due primarily to the issuance of more than 38
million of general obligation bonds during the prior fiscal vear.
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STARY INFORMATION

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1- PURPOSE OF STATEMENTS AND SCHEDULES

A

Schedule of Revenuss, Expenditures, and Changes in Fund Balance - Budget and Actual

In accordance with Governimental Accounting Standards Board (GASB) Statement No. 34,
the District is required to present a Schedule of Revenues, Expenditures, and Changes in
Fund Balance budgetary comparison for the General Fund and each Major Special Revenue
Fund that has an adopted budget. This schedule presents the original adopted budget, final
adopted budget, and the actual revenues and expenditures of each of these funds by object.

Combining Statemenis

Combining statements are presented for purposes of additional analysis, and are not a
required part of the District's basic financial statements. These statements present more
detailed information about the financial position and financial activities of the District's
individual funds.

Schedule of Average Daily Attendance

Average daily attendance is a measurement of the number of pupils attending classes of the
District. The purpose of atiendance accounting from a fiscal standpoint is to provide the
basis on which apportionments of state funds are made o school districts. This schedule
provides information regarding the attendance of students at various grade levels and in
different programs.

Schedule of instructional Time

The District received state funding under the Basic Aid Provision and therefore did not
receive incentive funding for increasing instructional time as provided by the incentive for
longer day instructional day. This schedule presents information on the amount of
instructional time offered by the District and whether the District complied with the provisions
of Education Code Sections 46200 through 46206.

Schedule of Expenditures of Federal Awards

The accompanying schedule of expenditures of federal awards includes the federal grant
activities of the District and is presented on the modified accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

Reconciliation of Annual Financial and Budaet Report with Audited Financial Statements

This schedule provides the information necessary to recongcile the fund balances of all funds,
as reported in the Annual Financial and Budget Report to the audited financial statements.

Schedule of Financial Trends and Analysis

This schedule discioses the District’s financial trends by displaying past years’ data along
with current year budget information. These financial trend disclosures are used to evaluate
the District's ability to continue as a going concem for a reasonable period of time.

Schedule of Charter Schools

This schedule lisis all charter schools charieraed by the District and identifies whether or not
the charter schools were included or excluded from the audit of the District.

80



NOTE 2 - EXCESS SICK LEAVE

No excess sick leave, as defined in Education Code Section 22170.5(c), was expressly
authorized or accrued by District employees who were members of the California State
Teachers Retirement System during fiscal year 2007-08.
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Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT ON STATE COMPLIANCE

Board of Trustees
Sausalito Marin City School District
Sausalito, California

We have audited the basic financial statements of Sausalito Marin City School District, as of and
for the year ended June 30, 2008, and have issued our report thereon dated December 5, 2008.
Our audit was conducted in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing

Staﬂdards issued by the Cempireﬁer General of 'ihe United States; the prov;smns Qf Ca tforma

Appea&s Panel s Standards and Procedures for Audii‘s of Ca!ifomla K-12 Local Educafgona!
Agencies 2007-08. 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 the
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.

The District's management is responsible for the District's compliance with laws and regulations.
in connection with the audit referred {0 above, we selected and tested transactions and records to
determine the District's compliance with the state laws and regulations applicable to the following
items:

Procedures
in Education Audit
Appeals Panel's Procedures
Description Audit Guide Performed
Attendance Accounting:
Attendance Reporting 8 Yes
Kindergarten Continuance 3 Yes
independent Study 23 Not Applicable

Continuation Education
Adult Education
Regional Occupational Centers and Programs

Not Applicable
Not Applicable
Mot Applicable

10

9

e ¥ @
Instructional Time for School Districts 8 Yes
Instructional Time for County Offices of Education 3 Not Applicable
o
7

Community Day Schools Not Applicable
Morgan-Hart Class Size Reduction Program Not Applicable

fad
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isalito Marin City School District

Procaduras
in BEducation Audit

Appeals Panel's Procedures

Description Audit Guide Performed
Instructional Materials Program:

General Reguirements 12 Yes

Grades K-8 1 Yes

Grades 9-12 1 Not Applicabie
Ratios of Administrative Employees to Teachers 1 Yes
Classroom Teacher Salaries 1 Yes
Early Retirement Incentive Program 4 Not Applicable
GANN Limit Calcutation 1 Yes
School Construction Funds:

School District Bonds 3 Yes

State School Facilities Funds 1 Yes
Excess Sick Leave 3 Yes
Notice of Right To Elect California State Teachers

Retirement System (CalSTRS) Membership 1 Yes
Proposition 20 Lottery Funds ’ 2 Yes
State Lottery Funds 2 Yes
California School Age Families Education

(Cal-SAFE) Program 3 Not Applicable
School Accountability Report Card 3 Yes
Mathematics and Reading Professional Development 4 Not Applicable
Class Size Reduction:

General Requirements 7 Yes

Option One 3 Yes

Option Two 4 Not Applicable

Districts or Charter Schools With

Only One School Serving Grades K-3 4 Yes

After School Education and Safety Program:

General Requirements 4 Yes

After School 1 (see below)

Before School 5 Not Applicable
Contemporaneous Records of Attendance .

For Charter Schools, =1 Not Applicable
Mode of Instruction for Charter Schools 1 Not Applicable
Nonclassroom-Based Instruction/

independent Study for Charter Schools 15 Not Applicable
Determination of Funding for Nonclassroom-Based

Instruction for Charter Schools 3 Not Applicable

Annual Instructional Minutes - Classroom Based
For Charter Schools

€2



Board of Trustess
Sausalitc Marin City Schoo! District
Page Three

We did not perform procedures two through four in the After School component of the After School
Education and Safety Program, due fo the fact that the District was unable to provide complete
auditable attendance records to support the program attendance reporied to the state.

Based on our audit, we found that, for the items tested, the Sausalitc Marin City School District
complied with the state laws and reguiations of the state programs referred to above, except as
described in the accompanying Schedule of Findings and Questioned Costs. Further, based on
our examination, for items not tested, nothing came to our attention to indicate that the Sausalito
Marin City School District had not complied with the state laws and regulations.

This report is intended solely for the information and use of the District’s Board, management,
California State Controllers Office, California Department of Finance, California Department of
Education, and pass-through entities, and is not intended to be and should not be used by anyone
other than these specified parties.

STEPHEN ROATCH ACCOUNTANCY CORPORATION
Certified Public Accountants
December 5, 2008

[)]
(&3



e Fe

@
w



i
o
I

¥
N
i
E
A0
©
e
~
)
M
1=
o
e,
216
k.,
=
T
2
»
-

7 )
O
Q
Ey
I
o)
P
©
z@;

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Sausalito Marin City School District
Sausalito, California

“WWe have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Sausalito Marin City School
District, as of and for the fiscal year ended June 30, 2008, and have issued our repori thereon
dated December 5, 2008. 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.

internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the District's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in internal control
over financial reporting that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified certain deficiencies in internal control over financial reporting that
we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a céfitrol deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity's intemal control.

We consider the deficiency described in the accompanying Schedule of Findings and Questioned
Costs to be a significant deficiency in internal control over financial reporting.
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internal Control Over Financial Revortling (Concluded)

A material weakness is a significant deficiency, or cor ‘nb'ﬁai'@n of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
the internal control that might be significant deficiencies and, accordingly, would not necessarily
disclose all significant deficiencies that are also consedered to be material weaknesses. The
significant deﬁcgency that we consider to be a material weakness is described in the accompanying
Schedule of Findings and Questioned Costs.

Compliance and Other Matlers

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement. we verformed tests of its compliance with certain. n

regulations, contracts, and grant agreements, noncompliance with which could have a di reé% and -

material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Govemment Auditing Standards.

The District's response to the finding is included in the accompanying Schedule of Findings and
Questioned Costs. However, we did not audit the response and, accordingly, we express no
opinion on it.

This report is intended solely or the information and use of the District's Board, management,
California State Controller's Office, California Department of Finance, California Department of
Education, Federal awarding agencies, and pass-through entities, and is not intended to be and
should not be used by anyone other than these specified parties.

STEPHEN ROATCH ACCOUNTANCY CORPORATION
Ceriified Public Accountants
December 5, 2008
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

SECTION [ - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:
Material weaknesses identified?
Significant deficiencies identified not considered
to be material weaknesses?

Noncompliance material to financial statements noted?
State Awards

Internal control over state programs:

Ungualified
X Yes No

Yes MNone reported
Yes No
Py G

e i

Significant deficiencies identified not considered
{o be material weaknesses?

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

Yes

Qualified

None reported
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SCHEDULE OF FINDINGS AND QUESTIONED CO

SAUSALITO MARIN CITY SCHOOL DISTRICT

s

@

FOR THE FISCAL YEAR ENDED JUNE 20, 2008

SECTION [l - FINANCIAL STATEMENT FINDINGS

08 -1 /306000
MATERIAL WEAKNESS
EXPENDITURE REPORTING

Criteria:

Condition:

Under the modified accrual basis of accounting, expenditures are
generally recognized in the accounting period in which the related fund
liability is incurred, regardiess of when the related invoices or progress
billings are actually received.

The District's current procedure for establishing accounts payable
balances at year-end does not adequately ensure that all significant
expenditure items are reported in the appropriate accounting period.
As a result, the 2007-08 “Unaudited Actuals” Financial and Budget

armel b
Reped.-presared-by-ihe

Questionad Costs:

Context:

Effect:

Cause:

Recommendation:

BROReE ynvvglgu et gid notinciuge STOT, 120 OF Caiﬁita!
outlay expenditures that were incurred during the fiscal year, but not
billed until after the end of the fiscal year.

None.

The condition appears to be limited to construction retention balances
and construction progress billings that were not submitted fo the
District business office in a timely manner.

If effective procedures are not in place to ensure that all significant
expenditures items are reported in the appropriate financial reporting
period, there is more than a remote likelihood that a material
misstatement of the financial statements may cccur and not be
prevented or detected by the District's system of internal control.

The District's year-end closing procedures do not adequately address
liabilities related to construction retention balances held by the District

or progress billings that have not yet been received from project
vendors.

The District should establish procedures that require business office
personnel fo contact the construction architect and/or construction
vendors fo identify all significant expenditures that have been incurred
but not billed as of June 30" of each fiscal year. In addition, all

- progress billings should be reviewed to make sure that all retention

Dislrici Response:

balances held by the District at year-end are properly included in
accounts payable at June 30.

The District will establish appropriate procedures that require business
office personnel to contact the construction architect and/or
construction vendors to identify all significant expenditures that have
been incurred but not billed as of June 30" of each fiscal year. In
addition, all progress billings will be reviewed to make sure that all
retention balances held by the District at year-end are properly
inciuded in accounts payable at June 30.

70



SAUSALITO MARIN CITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

SECTION ili - STATE AWARD FINDINGS AND QUESTIONED COSTS

08 - 2/ 40000
MATERIAL WEAKNESS

AFTER SCHOOL EDUCATION AND SAFETY PROGRAM

Criteria:

Condition:

Districts that receive state funds for specific purposes are required to
comply with the specific programmatic and reporting requirements of
each program, and are subject to review and audit by the granfor
agencies.

The District has been unable to locate complete auditable attendance
records for the After School Education and Safety Program for fiscal
year 2007-08.

Questioned Costs:

Context:

Effect:

Causs:

Recommendation:

District Eesponse:

The Education Audit Appeals Panel's Standards and Procedures for
Audits of California K-12 Local Education Agencies 2007-08 do not
require questioned costs to be identified for the after school
component noncompliance noted above,

The District recognized $239,757 of state funding for the After School
Education and Safety Program during fiscal year 2007-08.

There is no way for the independent auditor to audit the program if
there are no attendance records available which support the District’s
compliance with program requirements.

The individuals who were in charge of operating the program during
fiscal year 2007-08 are no longer employed by the District and were
unable to offer any insight as to where the attendance records may be
located.

The District should esiablish appropriate procedures fo ensure that
auditable attendance records are maintained at the District Office for
the After School Education and Safety Program.

The District will establish appropriate procedures to ensure that
auditable aftendance records are mainiained at the District Office for

. the After School Education and Safety Program.



SAUSALITO MARIN CITY SCHOOL DISTRICT

STATUS OF PRIOR YEAR RECOMMENDATIONS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Recommendations

FINANCIAL STATEMENTS

07 - 1730000
MATERIAL WEAKNESS

FINANCIAL REPORTING

Management should work to develop
alternative policies and procedures fo
ensure that complete and accurate
financial statements are prepared and

Current Status

Partially
implemented

Explanation if Not
Fully implemented

The District's current policies
and procedures for preparing
and reviewing complete and
accurate financial statements

mteniienniendd  mpimye de  the e el £ odle
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independent auditors.

07 - 2730000
MATERIAL WEAKNESS
SEGREGATION OF DUTIES

Management should work to develop
alternative procedurses to ensure that
all financial transactions and reporiing
activities are independently reviewed
and approved.

Partially
Implemented

o e mimbmond yodbln, Sl ol el cmba
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standards.

(Comment Not Repeated)

The District's current procedures
for independently reviewing and
approving financial transactions
and financial reporting activities
are consistent with the industry
standards.

(Comment Not Repeated)



