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STEPHEN ROATCH ACCOUNTANCY CORPORATION
Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

Board of Trustees
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 vear ended
June 30, 2009, 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 Govemment Auditing

Standeards, issued by the Comptroller General of the United States; the provisions of California. .

Code of Regulations, 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 2008-09. 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, 2009, 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 Audifing Standards, we have also issued our report dated
December 14, 2009, 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 should be considered in 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 i
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Board of Trusiees
Sausalito Marin City School District
Page Two

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Sausalitc 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, Audlts of States, Local Governments, and Non-Profit Organizations,
and the remaining schedules listed in the table of contents, are presented for purposes of
additional analysis as required by the Education Audit Appeals Panel's Standards and Procedures
for Audits of California K-12 Local Education Agencies 2008-09, and are not required parts 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 Accountants

- DeTenuerid- 2005
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S LITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUi @g 30, 2008

(PREPARED BY DISTRICT MANAGEMENT)

This section of Sausalito Marin City School District’s annual financial report presents our
discussion and analysis of the District’s financial performance during the fiscal year that ended on
June 30, 2009, Please read it in cm;um‘i:%@m with the Independent Auditor's Report pfesenﬁed o
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 and 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 shorldterm, and how much remains for future
spending. Fund financial staterments also report the District’s operations in more detail than the
gcvemment-wide statements by providing information about the District’'s most significant funds.
The remaining statements provide financial information about actm’ctes for which the District acts

» The District's overall financial status slightly improved during fiscal year 2008-09, as total
net assets increased 1.4%.

» On the Statement of Activities, total current year revenues exceeded total current year
expenses by $136,315.

» Capital assets, net of depreciation, increased $9,100,032 due to the current year addition
of $9,408,919 of new capital assets, and the current year recognition of $308,887 of
depreciation expense.

> Total long-term liabilities decreased $444,273, 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 128 ADA in fiscal year 2007-08, up to 153 ADA in
fiscal year 2008-09, an increase of 19.5%.

» On the Statement of Revenues, Expenditures, and Changes in Fund Balance, total current
year expenditures exceeded total current year revenues by $8,918,387, due primarily to
the spending down of bond proceeds received in prior fiscal years.

» The District's General Fund produced an operating surplus of $240,864 during fiscal vear
2008-09, and recognized a $56,560 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 (total outgo). During fiscal year 2008-09, General Fund expenditures
and other financing uses fotaled $5,493,231. At June 30, 2009, the District has available
reserves of $832,572 in the General Fund, which represents a reserve of 15.2%.



SAUSALITO MARIN CITY SCHOOL DISTRICT
MANACGEMENTS DISC @%@MN AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

{(PREPARED BY DISTRICT MANAGEMENT)

The full annual financial report consists of three separate paris, including the basic financial
statements, supplementary information, and Management's Discussion and Analysis. The
three sections together provide a comprehensive overview of the District. The basic financial
statements are comprised of two kinds of stalements that present financial information from
different perspectives, government-wide and funds.

> Government-wide financial statements, which comprise the first two statements, provide
both short-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 shori-term financing and identify the balance remaining for

uture 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 refiationships, 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 included 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 assets and liabilities.

» Increases or decreases in the net assets of the District over time are indicators of whether
its financial position is improving or deteriorating, respectively.

> Additional non-financial factors such as the condition of school buildings and other

facilities, and changes in the property tax base of the District need to be considered in
assessing the overall health of the District.



SAUSALITC MARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 200¢

(PREPARED BY DISTRICT MANAGEMENT)

THE FINANCIAL REPORT (CONCLUDED)

Reporting the District as 2 Whole (Concluded)

in the Statement of Net Assets and the Statement of Aclivities, we divide the District into two kinds
of activities:

Governmental 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 Aclivities:

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 fo control and
manage money for specific purposes.

Governmental Funds:

The major governmental funds of Sausalito Marin City School District are the General Fund, Bond
Interest and Redemption Fund, Building 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 reconciling entries 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 reported in these funds are
used for their intended purposes.



(PREPARED BY DISTRICT MANAGEMENT)

EINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE

GOVERNMENTAL ACTIVITIES

The District’s total net assets increased from $9,721,355 at June 30, 2008, up to $9,857 670 at
June 30, 2009, an increase of 1.4%.

S

Comparative Statement of Net Assets

Governmental
Activities
2008 2009

Assels
Deposite-and-lnvesiments $ 18,783,506 % 7,996,668
Current Receivables 448 731 774,663
Long-term Receivable 2,467,734 1,972,734
Prepaid Expenses 31,593 0
Capital Assets, net . 11,391,857 20,491,889

Total Assets v 31,133,421 31,235,954

Liabilities
Current 2,677,265 3,093,613
Long-term 18,734,801 18,284 671

Total Liabilities 21,412,066 21,378,284

Mel Assets
Invested in Capital Assets

- Net of Related Debt 4,386,116 5,250,953
Restricted 1,544,066 1,103,700
Unrestricted 3,791,173 3,503,008

Total Net Assets ‘ $ 9,721,355 9,857,670

Table includes financial daiz of the combined governmental funds




SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUKNE 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 fotal current year expenses by $136,315.

Comparative Statement of Change in Net Assets

Governmental Activities

2008 2009
Program Revenues
$ 35,834 $ 1,066
‘ 148U 969 507443
Capital Grants & Contributions 886,073 151
General Revenues
Taxes Levied 4,295,605 4615027
Federal & State Aid 242 355 286,718
interest & Investment Earnings 717,123 259,158
Misceallaneous 134,609 118,468
Total Revenues 7,772,568 6,782,031
Expenses
Instruction 2,763,596 3,008,943
instruction-Related Services 651,371 656,671
Pupil Services 415,664 422 916
General Administration 303,005 808,380
Plant Services 577,975 654,897
Ancillary Services 0 8,199
interest on Long-Term Debt 815,344 804,152
Other Qutgo 271,325 281,558
Total Expenses 6,298,280 6,645,716
Change in Net Assels $ 1,474,268 $ 136,315

Table includes financial data of the combined governmental funds




SAUSALITO MARIN CITY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

(PREPARED BY DISTRICT MANAGEMENT)

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

GOVERNMENTAL ACTIVITIES (CONTINUED)

Comparative Schedule of Cosis of Services

Total Cost of Services Net Cost of Services
2008 2008 2008 2009
Instruction $ 2763586 §$§ 3008843 3§ 961,458 & 1,891,845
instruction-Related Services 651,371 656,671 359,005 512,354
Pupil Services 415,664 422,916 201,343 182,271
General Administration 803,005 308,380 758,293 764,351
Plant Services 577,975 654,897 554,978 654,897
Ancillary Services ] 8,199 0 1,402
Interest on L ong-Term De 815 344 804 152 815.344 804 152
Other Outgo 271,325 281,558 264,983 231,784
Totals $ 6208280 $ 6645716 §$§ 3915404 $ 5,143,056

Table 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 $5,143,056 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
77%

Program
Revenues

23%

Program revenues financed 23% of the total cost of providing the services listed above, while the
remaining 77% was financed by the general revenues of the District.
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SAUSALITO MARIN CITY SCHOCL 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 Covernmental Functions

FYE 2008 Percent of FYE 2009 Percent of

Armount Total Arnount Total

Program Revenues

Charges for Services $ 35,834 046% % 1,066 0.02%

Operating Grants & Contributions 1,460,969 18.80% 1,501,443 22.14%

Capital Grants & Contributions 886,073 11.40% 151 0.00%
General Revenues

Taxes Levied 4,295 605 55.27% 4,615,027 68.05%

Federal & State Ald 242 355 3.12% 286,718 4.23%

Interest & Investment Earnings 717,123 9.23% 259,158 3.82%

Miscellaneous 134,608 1.73% 118,468 1.75%
Total Revenues $ 7772568 100.00% § 6,782,031 100.00%

Table inciudes financial data of the combined governmental funds

Taxes Levied

Capital Grants &

L Federal & State
Contributions '

" Aid
\ Interest &
Operating Grants Investment
& Contributions Earnings

Charges for

Services Miscellaneous

<o}



SAUSALITO MARIN CITY SCHOOL DISTRICY
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

(PREPARED BY DISTRICT MANAGEMENT)

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

GOVERNMENTAL ACTIVITIES (CONTINUED)

Schedule of Expenses For Governmental Functions
FYE 2008 Percent of FYE 2009 Percent of
Amount Total Amount Total

Expenses
Instruction $ 2,763,596 43.88% $ 3,008,943 45.28%
instruction-Related Services 651,371 10.34% 656,671 9.88%
Pupfi Servaces 415,664 6.60% 422916 6.36%
Genar don 808,208 42.78% 802.380 12.48%
Plant Services 577,975 2.18% 654,897 9.85%
Ancillary Services 0 0.00% 8,199 0.12%
Interest on Long-Term Debt 815,344 12.95% 804,152 12.10%
Other Cutgo 271,325 4.31% 281,558 4.24%
Total Expenses $ 6,288,280 100.00% $ 6,645,716 100.00%

Table includes financial data of the combinad governmental funds

Instruction

QOther Outgo
Instructional-
Related Services

interest on Long-
Term Debt

Pupil Services
Ancillary Services-

\ General

Plant Services Administration




SAUSALITO MARIN CITY SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
2
o

FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(PREPARED BY DISTRICT MANAGEMENT)

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

GOVERNMENTAL ACTIVITIES (CONTINUED)

Comparative Schedule of Capital Assels

Governmental
Activities
2008 2009

Land 5 948,870 3 948.870
Sites and Improvements 1,245,861 1,384,148
Buildings and Improvements * 8,463,184 8,463,184
Furniture and Equipment 80,944 106,711
Work-in-Proaress * 348

Subtotals 14,506,343 23,918,262
Less: Accumulated Depreciation (3,114,486 (3,423,373)

Capital Assets, net $ 11,391,857 $ 20,491,889

*  The prior year balances have been reclassified fo ensure comparability between years.

Capital assets, net of depreciation, increased $9,100,032 due to the current year addition of
$9,408,919 of new capital assets, and the current year recognition of $308,887 of depreciation
expense.

Comparative Schedule of Long-Term Liabilities

Governmental
Activities
2008 2008

Compensated Absences 15,480 . § 16,760
General Obligation Bonds 16,858,776 158,821,554

Capital Leases 1,130,006 1,117,765
Certificates of Participation 2,415,000 2,020,000

Totals 19419352 § 18,975,079

Total long-term liabilities decreased $444,273 due primarily to the current year reduction of the
District's obligations for general obligation bonds and certificates of participation.

11



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 (CONCLUDED)

GOVERNMENTAL ACTIVITIES (CONCLUDED)

The general obligation bonds are financed by the local taxpayers and represent 83.38% of the
District’s total long-term liabilities.

The capital leases are {inanced by the General Fund, and represents 5.88% of the District's total
long-term liabilities.

The cerlificates of participation are financed by the proceeds from the Martin Luther King Jr. Site

Lease/Purchase agreement with the City of Sausalito, and represents 10.65% 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.

I'he notes to the financial statements are an integral part of the financial presentation and contain

more detailed information as to interest, principal, retirement amounts, and future debt retirement
dates.

FINANCIAL ANALYSIS OF DISTRICT'S FUNDS

- ’
| Comparative Schedule of Fund Balances ;

| Fund Balances Fund Balances Increase
June 30, 2008 June 30, 2009 {Decrease)
General $ 1,129,434 % 1,370,208 3 240,864
Bond Interest & Redemption 560,156 561,037 881
Building 10,156,149 1,212,260 (8,943,889)
Capital Projects - Special Reserve 526,416 268,138 (258,278)
Corporation Acquisition 2,105,940 2,141,906 35,966
Deferred Maintenance 457 456 N
Cafeteria 7,167 11,272 4105
Special Revenue - Special Reserve 396,331 344,244 (52,087)
Corporation Debt Service 333,538 323,581 (9,958)
Debt Service 296,546 360,405 83,859
County School Facilities 5,791 6,942 151
Totals $ 15518926 & 6600539 §$ (8,918,387

The combined fund balances of all District funds decreased $8,918,387, while the fund balance of
the General Fund Increased $240,864. 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 prior
fiscal years.

12



SAUSALITO MARIN CITY SCHOGCL DISTRICT
MANAGEMENT'S DISCUSSION AND AMALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 20098

(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 ifs 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
2009-10.

» The District is expected to maintain its basic aid status during fiscal year 2009-10. As a result,
the anticipated increase in student enroliment will likely reduce per pupil funding.

» Due to the unprecedented nature of the current State and Federal fiscal crisis, the amount of
funding that will be available to the District remains uncertain. As a result, management will
need to plan carefully and prudently to provide the resources to 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 Street,
Sausalito, California 94965.

13



SAUSALITO MARIN CITY SCHOOL DISTRICT

STATEMENT OF NET AS

JUME 30, 2008

SET

Assets
Deposits and Investments (Note 2)
Receivables (Note 4)
Long-term Recsivable (Note §)
Capital Assats: (Note 7)
Land
Sites and Improvements
Buildings and lmprovements
Furniture and Equipment
Work-in-Progress
Less: Accumulated Depreciation

Total Assets
Liabilities

Anconnie { T

Governmental
Activities

7,996,668
774,663
1,872,734

948,870
1,384,149
8,483,184

106,711

13,012,348
(3,423,373)

31,235,954

Dues 8gn

Deferred Revenue (Note 1)
Long-Term Liabilities:
Portion Due or Payable Within One Year:
Compensated Absences (Note 1)
General Obligation Bonds
Current Interest
Capital Leases
Certificates of Participation

Portion Due or Payable Affer One Year:
General Obligation Bonds (Note 8)
Current Interest
Capital Appreciation
Capital Leases (Note 9)
Ceriificates of Participation (Note 10)

Total Liabilities

Netf Assets
Investment in Capital Assets, Net of Related Debt
Restricted:
For Capital Projects
For Debt Service
For Educational Programs
For Other Purposes
Unrestricted

Total Net Assets

RGO

36,752

15,760

275,000
14,648
385,000

11,480,000
4,066,554
1,103,117
1,635,000

21,378,284

5,250,953

275,080
648,393
167,508

12,728

3,503,008

9,857,670

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS

14



SAUSALITO MARIN CITY SCHOOL DISTRICT
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30,

2009

et (Expensa)
Revenue and
Changes in
Program Revenuss Net Assetls
Operating Capital
Grants Grants
Charges for and and Governmental
Funciions Expenses Services Contributions Contributions Aciivities
Governmental Activities
Instruction $ 3,008,943 $ 1,016,947 151 $ (1,991,845
instruction-Related Services:
Supervision of Instruction 186,025 96,431 (89,594
Instructional Library and Technology 38,867 24,570 {14.,397)
School Site Administration 431,679 23,316 {408,363)
Pupil Services:
Home-to-School Transportation 154,437 88,471 {6t
Food Services 131,006 § 1,086 84,274 (45,6686}
Other Pupil Services 137,473 67,034 (70,439)
General Administration:
Data Processing Services 27,894 (27,884)
Other General Administration 780,486 44,029 (736,457)
Plant Services 654,897 (654,897}
Ancillary Services 8,199 8,797 (1,402}
interest on Long-Term Debt 804,152 (804,152)
Other Outgo 281,558 49,774 {231,784)
Total Governmental Activities $ 6645716 § 1,068 $ 1,501,443 161 {5,143,056)
General Revenues
Taxes Levied for General Purposes 3,853,720
Taxes Levied for Debt Service 761,307
Federal and State Aid - Urvestricted 286,718
interest and Investment Earnings 259,158
Miscellansous 118,468
Total General Revenuss 5,279,371
Change in Net Assets 136,315
Net Assets - July 1, 2008 9,721,355
Net Assets - June 30, 2009 $ 9,857870

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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GOVERNENT
JUHNE

39, 2
Bond
intarest
and
General } ) Redemption
Assels
Deposits and lnvestments (Note 2) $ 1,165,724 $ 561,037 $ 2,772,875
Receivablaes (Note 4) 873,517 175,000
Other Current Assels
Total Assets § 1738244 $ 561,037 $ 29847675
Liabilities and Fund Balances
Liabilities:
Accounts Payable $ 332,191 $ 1,735,415
Deferred Revenue (Note 11) 36,782
Total Liabilities 368,943 1735415
Funag Baltances: (Note 12)
Reserved 168,508 $ 561,037
Unreserved:
Designated 922,466
Undesignated 279,324 1,212,260
Total Fund Balances 1,370,298 561,037 1,212,260
Total Liabilities and Fund Balances $ 1,739,241 $ 561,037

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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Capital
Projects -
Special
Reserve

T T R T S

Corporation
Acquisition

R T R R TR,

Mon-iajor
Governmental

Total
Governmental

$ 333,048 $ 2,141,006 § 1,021,378 $ 7,998,668
26,146 774,683
1,972,734 1,972,734
$ 2,306,682 $ 2,141,906 $ 1047524 $ 10,744,085
$ 65,810 $ 624 $ 2,134,040
1,872,734 2,009,486
2,038,544 624 4,143,526
684,026 1,413,671
922,466
268,138 ¥ 2,141,906 362,874 4,264,502
268,138 2,141,906 1,048,800 6,600,539 -
$ 2,306,682 $ 2,141,908 $ 1,047,524

$ 10,744,065






SAUSALITO MARIN CITY SCHOOL DISTRICT
RECONCILIATION OF THE GOVERMMENTAL FUNDS BALANCE SHEET TO THE
STATEWMENT OF NET ASSETS
JUNE 30, 2009

Total Fund Balances - Governmental Funds $ 6,600,539

Amounts repnorted for governmental aclivities in the statement of net assels are
differant due to the following:

Capital assets used in governmental aclivities are not financial resources and
therefore are not reporied as assels in governmental funds. The amount that
capital assels exceeded accumulated depreciation was:

Capital Assets $ 23,915,262
Accumulated Depreciation {3,423,373)

20,491,889
In governmental funds, revenue is recognized only fo the extent that it is
“available,” meaning it will be collected soon enocugh afier the end of the period
fo finance expenditures of that period. Receivable for revenues that are earned
but unavailable are deferred until the period in which the revenues become
available. In the government-wide statements, revenue is recognized when
earned, regardless of availability. The amount of unavailable revenues that were

deferred as a liability in the governmental funds, but are recognized in the
governmeni-wide statements is; 1,072,734
In governmental funds, the unmatured interest on long-term debt is not
recognized until the period in which it matures and is paid. In the government-
wide statement of activities, it is recognized in the period that it is incurred. The
additional liability for unmatured interest owed at the end of the period was: (232,413)

L ong-term liabilities are not due and payable in the current period and therefore

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

end consist of:
Compensated Absences $ 16,760
General Obligation Bonds 15,821,554
Capital Leases 1,417,765
Certificates of Parlicipation 2,020,000

Total Net Assets - Governmental Activities (18,975,079)

$ 9,857,670

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
THE FISCAL YEAR ENDED JUNE

30, 200¢

Revenues

Revenue Limit Sources:
Stale Apportionment
Local Taxes

Total Revenue Limit Sources

Faderal Revenus
State Revenue
L.ocal Revenue

Total Revenues

@%ma 2l

$ 113,716
3,853,720

3,867,436

336,523
1,017,882 $
351,388

5,673,228

Bond

interest
and

B R&@@mg@%‘ n

3,951
762,613

766,564

_ Building

$ 22,500

174,828
197,328

Supervision of Instruction
Instructional Library and Technology
School Site Administration
Home-To-School Transportation
Food Services
Other Pupil Services
Data Processing Services
Other General Administration
Plant Services
Facilities Acguisition and Construction
Ancillary Services
Debt Service:

Principal Retirement

interest and Issuance Costs
Other Ouigo

Total Expenditures

- Excess of Revenues QOver
(Under) Expendifures

Other Financing Sources {(Uses)
Operating Transfers In
Operating Transfers Out

Total Other Financing
Sources (Uses)

Net Change in Fund Balances
Fund Balances - July 1, 2008
Fund Balances - June 30, 2008

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS

2,832,942
175,675
36,799
407,662
164,437

129,824
26,342
736,782
544,489
62,468
8,199

12,331
7,068
249,965

5,384,883
288,246

60,866
(108,248)

240,864

20

260,000
505,683

765,683

881

881

560,156

LM

1,783
9,139,434

9,141,217

(8,943 889)

(8,943,889}

10,156,149



Capital
Projects -

Special
Reserve

$ 511283

511,283

Corporation
Acoulsition
it ettt

% 22,669

22,669

$

Mon-Maior
Governmental

77,919
6,563
21,476

105,958

$

Total
Governmental

113,716

3,853,720

3,967 436

436,942
1,028,396
1,844,257

7,277,031

§ 268,138

269,205

269,205

242,078

(500,356)

(258,278)

22,669

13,297

35,966

123,717

10,000

395,000
105,613

534,330

(528,372)

608,604

(74,163)

8,069

(8,918,387)

2,832,942
175,675
36,799
407,662
154,437
123,717
120,824
26,342
738,782
556,272
9471107
8,199

667,331
618,364
249,965

16,195,418

(8,018,387)

682,767

(682,767)




SAUSALITO MARIN G
RECONCILIATION OF THE GOVERNMENTAL

AND CHANGE

CiTY SCHOOL DISTRICT
FUNRDS %“E’AT&:WZ““‘”% OF REVENUES, EXPENDITURES,
S N FUND BALANCES TO THE STATEMERNT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Het Change in Fund Bzlances - Governmental Funds $ (8,818,387

Amounts reported for governmental activities in the statement of activities are different due
o the following:

Capital outlays to purchase or build capital assels are reporied in governmental funds as
expenditures, However, for governmental sclivities those costs are shown In the
statement allocated over thelr estimated useful lives as annuadl depreciation expensss in
the statement of activides. This is the amount by which capital cutlays exceeded
depreciation expense during the yean

Capital Outlays $
Depreciation Expense

9,408,919

(308,887}

9,100,032

in governmenial 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 o
finance expenditures of that period. In government-wide statements, rsvenue is
recognized when eamed regardless of availability. The amount of eamed but
unavailable revenues relating to the current period, less revenues that became available

in the current period, but related to a prior petiod is: (495,000)

In the statement of aclivities, cerfain operating expenses-compensated absences

{vacations) 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 psaid). This year, amounis
earned exceeded amounts used by: (280;

Debt issue costs 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 between debt issue costs recognized in the
current period and issue costs amortized for the period are:

Cost of issuance Amortized

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

(31,593)

27,997

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

General Obligation Bonds
Capital Leases
Certificates of Participation

Interest on long-term debt in the statement of activities differs from the amount reported

in the governmental funds because interest is recorded as an expenditure in the funds .

when it is due, and thus requires the use of cwrent financial resources. In the statement
of activities, however, interest expense Is recognized as the interest accrues, regardiess
of when it is due. Accrued inferest on long-term liabilities decreased by:

Accreted inferest on capital appreciation bonds Is not recognized as an expenditure in
the governmental fund financial statemenis until paid. In the statement of activities,
however, accreted interest is recognized as an expense as the capiial appreciation
bonds accrete in value. The amount of accreted interest recognized in the current year
was:

Change In Not Assets of Governmental Activities

260,000

12,331

395,000
667,331

8,883

(222,778)

5 136315

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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SAUSALITO MARIN CITY SCHOO
STATEMENT OF NET ASS
FIDUCIARY FUNDS

JUNE 30, 2009

DISTRICT

Assetfs
Deposits and Investments (Note 2)

Total Assels
Liabilifies
Due to Student Groups
Total Liabilities

Neot Assets
Restricted

Total Net Assets

Total
Fiduciary
Funds

1,119

1,119

1,118

1,118

THE ACCOMPANYING NOTES ARE AN INTEGRAL PARYT OF THESE STATEMENTS
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ALITO MARIN CITY SCHOOL DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUKE 30, 2009

NOTE 1

A.

- SIGNIFICANT ACCOUNTING POLICIES

Accounting Policies

The Sausalito Marin City School District (the “District”) is a public educational agency
operating under the applicable laws and reguiations 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 kindergarien through
grade eight.

The District prepares its financial statements in accordance with generally accepiecf
accounting principles as prescribed by the Governmental Accounting Standards Board
(GASB) and the American Institute of Cerlified Public Accountants (AICPA) and complies

with the policies and procedures of the Department of Education's California School
Accounting Manual.

Tne District s giso required 1o Tollow e pronouncements of the Financiai Accounting

Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not
conflict with or contradict GASB pronouncements.

Reporting Entity

The District has reviewed criteria to determine whether other entities with aclivities 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 inciudes
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 Mafters

» 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 shali
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 MIARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMEKTS
T

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

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 lease
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. ubject 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. Governmental
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 reported separately from
certain legally separate component units for which the primary government is financially
accountable.
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N CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Presentation (Concluded)

Govemment-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 beter identify
the relationship between the government-wide statements and the statements for the
governmental funds.

The government-wide statement of activities presents a comparison between direct
expenses and program revenues for each function or program of the District's governmental

activities. Direct expenses are those that are spacifically ass EX-TY gram

or department and are therefore clearly identifiable to a particular function. The District does
not allocate indirect expenses to functions in the statement of activities. Program revenues
include charges paid by the recipients of 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 balarice sheet. The Statement of Revenues, Expenditures, and
Changes in Fund Balances for these funds present increases (i.e., revenues and other

financing sources) and decreases (i.e., expenditures and other financing uses) in net current
assels. e

Fiduciary funds are reported using the economic resources measurement focus.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the
accounts and reported in the financial statements. Government-wide financial statements
are prepared using the accrual basis of accounting. Governmental funds use the modified
accrual basis of accounting. Fiduciary funds use the accrual basis of accounting.
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SAUSALITO MARIN CITY SCHOOL. DISTRICT

HOTES TO THE BASIC FINANCIAL STATEMEKTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.

Basis of Accounting (Concluded}

Revenues - Exchange and Non-exchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded under the accrual basis when the exchange takes place.
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
collected within the current fiscal year or are expected to be collected soon enough
thereafter to be used to pay liabilities of the current fiscal year. For the District, “available”
means collectible within the current period or within 45, 60, 90 days after 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

Non-exchange transactions, in which the District receives value without directly giving equal
value in return, include property taxes, grants, and entitlements. Under the accrual basis,
revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants and entitlements is recognized in the fiscal year in which all eligibility
requirements have been satisfied. Eligibility requirements include timing requirements, which
specify the year when the resources are to be used or the fiscal year when use is first
permitted; matching requirements, in which the District must provide local resources to be
used for a specific purpose; and expenditure requirements, in which the resources are
provided fo 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 entitliements received before eligibility requirements are met
are recorded as deferred revenue. On governmental fund financial statements, receivables
associated with non-exchange transactions that will not be collected within the availability
period have also been recorded as deferred revenue.

Expenses/Expenditures:

On an accrual basis of accounting, expenses are recognized at the time a liability is incurred.
On the modified accrual basis of accounting, expenditures are generally recognized in the
accounting period in which the related fund liability is incurred, as under the accrual basis
of accounting. However under the modified accrual basis of accounting, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due. Allocations of cost, suich as depreciation
and amortization, are not recognized in the governmental funds.

When both restricted and unrestricted resources are available for use, it is the District's
policy to use restricted resources first, then unrestricted resources as they are needed.
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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 3
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity or
retained earnings, revenues, and expenditures or expenses, as appropriate. District
resources are allocated to and accounted for in individual funds based upon the purpose for
which they are to be spent and the means by which spending activities are controlled. The
District’s accounts are organized into major, 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.

o £

Sé-&-ReasmpticivFarid s used v account “for District taxes recaived and
expended to pay bond interest and redeem bond principal and related costs.

SONEROIS

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

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

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

Non-major Governmental Funds:

Deferred Maintenance Fund is used for the purpose of major repairs or replacement of
District property. : '

Cafeteria Fund is used to account for revenues received and expenditures made to operate
the District's cafeteria program. -

Special Revenus - Special Reserve Fund is used to accumulate resources for future board
designated projects.

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.

Debt Service Fund is used fo account for payments made o 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.
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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 (Concluded)

Non-major Governmental Funds: (Concluded)

County School Facilities Fund is used to account for state apportionments {Education Code
Sections 17009.5 and 17070.10-17076.10

Fiduciary Funds:

Agency Funds are used to account for assets of others for which the District acts as an
agent. The Disfrict 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.

Budgets and Budaetary Accounting

Annual budgets are adopted on a basis consistent with accounting principles generally
accepted in the United States of America for all governmental funds. By state law, the
District's governing board must adopt a final 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 to 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
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Encumbrances

Encumbrance accounting is used in all budgeted funds to reserve portions of applicable
appropriations for which commitments have been made. Encumbrances are recorded for
purchase orders, contracts, and other commitments when they are written. Encumbrances
are liquidated when the commitments are paid. All encumbrances are liquidated at June 30.
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SAUSALITO MARIN CITY SCHOOL DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 20, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i

k.

Assels |iabilities and Eguily

1.

Depeosits and Investimenis

The District is authorized to maintain cash in banks and revolving funds that are insured
to $250,000 by the Federal Depository Insurance Corporation (FDIC).

The District is considered to be an involuntary participant in an external investment pool
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 ef 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 ite
agencies; bankers acceptances; commercial paper; cerlificates 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.

Capital Assets

Capital assets purchased or acquired with an original cost of $5,000 or more are
reported at historical cost or estimated historical cost. 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 improvemenis 30-40
Furniture and Equipment 5-20
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FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L

Assets, Lizbilities and Eguity (Continued)

3.

Deferred Revenue

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 to the extent 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 Liabilities

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.

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/Propariy Tax

The District’s revenue limit is received from a combination of local property taxes, state
apportionments, and other local sources.
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SAUSALITO MARIN CITY SCHOOL DISTRIC
MOTES TO THE BASIC FINANCIAL STATEMENTS

w

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1

- SIGNIFICANT ACCOUNTING POLICIES (CONCLUDED)

Assets Liabilities and Eauity (Concluded)

7.

Revenue Limit/Property Tax {Concluded)

The County of Marin is responsible for assessing, collecting and apportioning pr roperty
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. Properiy 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
delinguent if unpaid by August 31.

Secured properly taxes are recorded as revenue when app@rﬂoﬂeo%, in the fiscal year of
the levy. The county apportions secured property tax revenue in accordance with the
alternative method of di stnbu‘c;on prescribed by Section 4705 of the California Revenue

with its total secur
October 1 of each year.

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

The California Department of Education reduces the District’'s entitlement by the District’s
local property tax revenue. The balance is paid from the State General Fund, and is
known as the state apportionment.

The District’'s Base Revenue Limit is the amount of general purpose tax revenue, per
average daily attendance (ADA), that the District is entitled to by law. This amount is
multiplied by the applicable attendance period ADA to derive the District's total
entitlement. Since the fotal computed entitlement is generally less than the allocated
property tax revenues, the District continues to be funded under the basic aid provision.

NOTE 2 - DEPOSITS AND INVESTMENTS

Summary of Deposits and Investments

Deposits and investments as of June 30, 2009, consist of the following:

County Pool Investments
Total Deposits and Invesimenis

Governmental Fiduciary
Aclivities Aclivities
Cash on Hand and in Banks $ 1,040 $ 1,119
Cash with Fiscal Agent 2,937,295

1.4

Cash on Hand and in Banks

Cash on hand and in banks consists of all cash held by the District and all cash maintained
in commercial bank accounts owned by the District.
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SAUSALITO MARIN CITY ECHOOL DISTRICT
MOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

GCash with Fiscal Agent

Cash with Fiscal Agent consists of $323,581 held by US Bank as frustee, for future payment
of interest and redemption of ceriificates of participation principal; $2,141,906 held by US
Bank as trustee, for future construction projects; $125,693 of earned retention funds, held in
an escrow account at Sonoma Bank, which will be released to the contractor upon the
completion of the construction project; and $346,115 held by US Bank as trustes, 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
is reported in the financial statements at amounts that are based upon the District’s pro-rata
share of the fair value provided by the County Treasurer for the entire porifolio (in relation to

blo o mrme e ichion o ol mon ok oL o b se o ek Lo 2k
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General Authorization

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

Maximum Maxtimum Maxdimum
Authorized Remaining Percentage Investment

investment Type Maturity of Portfolio in One

. Issuer

Local Agency Bonds, Notes, Warrants 5 years None None
Registersd State Bonds, Notes, 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 None None
Reverse Repurchase Agreements 92 days 20% of base None
Medium-Term Notes 5years 30% None
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) N/A .. None None
Joint Powers Authority Pools N/A None None

interest Rate Risk

interest rate risk is the risk that changes in market interest rate will adversely affect the fair
value of an invesiment. 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 to 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 to maturity
evenly over time as necessary to provide the cash flow and liguidity needed for operations.
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FOR THE FISCAL YEAR ENDED

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

Seomented Time Distribution

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

Carryving Fair Less Than More Than
Investment Type Vaiue Value 1 Year : 1 Year

County Pool Investments  § 5,058,333 §$ 5002863 $ 4268532 § 789,801
Credit Risk

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

of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below he minimum rating required by the
California Government Code, the District's investment policy, or debt agreements, and the
actual rafing 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 Investmenis $ 5,058,333 $ 5,092,863 $ 5,058,333

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
to 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 collateral pool held
by a depository regulated under state law (unless so waived by the governmental unit). The
market value of the pledged securities in the collateral pool must equal at least 110 percent
of the total amount deposited by the public agencies. California law also allows financial
institutions to secure public deposits by pledging first trust deed mortgage 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, 2009, 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.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YE&% ENDED JURE 30, 2008

NOTE 2 - DEPOSITS AND INVESTMENTS (CONCLUDED)

Custedial Cradit Risk - Investmenis

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, 2009, the District does not have any investments
that are held by counterparties.

Derivative Investmentis

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 expenditures over appropriations in General Fund was as follows:

Excess
-Expenditures

Capital Qutlay $ 1,601

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, 2009 consist of the following:

Non-Major
General Building Governmental
Fund Fund Funds Totals
Federal Government $ 228,767 $ 11,556 $ 238323
State Government 164,040 300 154,340
Local Governments 18,131 B 18,131
Miscellansous 174,579 $ 175,000 14,290 363,868
Totals $ 573,517 $ 175,000 $ 26,146 $ 774,683
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOT

E5-LONG-TERM RECEIVABLE

During fiscal year 1996-87, the City of Sausalilo entered info a site leasefpurchase
agreement with the Sausalito Marin City School District for the purchase of Martin Luther
King Jr. school site. Under the ferms of the agreement, the Cuy of Sausalito is required to
make 17 annual lease payments to the Dislrict, with an interest rate of 7.46% factored inio
the annual payment amount. The leass does not include a prepayment option. As a result,
the City of Sausaslilo 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 to make the debt service payments on the outstanding certificates of participation,
which are discussed in Note 10.

Future payments fo be received under this agreement, as of June 30, 2009, are as follows:

Year Ended Payments
June 30 Receivable
40 @
2011 475 QOG
2012 475,000
2013 475,000
2014 72,734
Total 18727

NOTE 6 - INTERFUND ACTIVITIES

interfund transactions are reported as either loans, services provided, reimbursements, or
fransfers. Loans are reported as interfund receivables and payables, as appropriate, and
are subject fo elimination upon consolidation. Services provided, deemed to be at market or
near market rates, are treated as revenues and expenditures. Reimbursements occur when
one fund incurs a cost, charges the appropriate benefiting fund, and reduces its related cost
as a reimbursement. All other interfund transactions are 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 year 2008-09
were as follows:

Funds Transfers In Transfers Out
General $ 60,866 $ 108,248
Capital Projects - Special Reserve 500,356
Corporation Acquisition 13,297

Deferred Maintenance 10,000

Cafeteria 42,482

Special Revenue - Special Reserve 60,866
Corporation Debt Service 500,356 13,297
Debt Service 55,766
Totals $§ 682767 3 682767
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SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 6 - INTERFUND ACTIVITIES (CONCLUDED)

Transfer of $10,000 from General Fund to Deferred Maintenance Fund to match State
allocation.

Transfer of $42,482 from General Fund to Cafeteria Fund to support the child nutrition
program.

Transfer of $55,766 from General Fund to Debt Service Fund for capital lease sinking fund
payment.

Transfer of $500,356 from Capital Projects - Special Reserve Fund to Corporation Debt
Service Fund for debt service payment on outstanding certificates of participation.

Transfer of $60,866 from Special Revenue - Special Reserve Fund to General Fund to
finance drainage project at Willow Creek Academy.

Transfer of $13,297 from Corporation Debt Service Fund to Corporation Acquisition Fund fo

transfer excess interest earnings from the cerlificates of participation reserve account, which
will be used to finance future construction projects.

NOTE 7 - CAPITAL ASSETS AND DEPRECIATION

Capital asset activity for the year ended June 30, 2009, is shown below:

Balances Balances
July 1, 2008 Additions Deletions June 30, 2009
Land $ 948,870 3 948,870
Sites and Improvements 1245861 § 138,288 1,384,149
Buildings and Improvements * 8,463,184 8,463,184
Furniture and Equipment 90,844 15,767 108,711
Work-in-Progress * 3,757 484 9,383,152 $ 138,288 13,012,348
Totals at Historical Cost 14,506,343 9,647 207 138,288 23,91 5,_262
Less Accumulated Depreciation for:
Sites and Improvements 1,009,211 82,113 1,071,324
Buildings and improvements 2,077,781 = 241,660 2,319,441
Furniture and Equipment 27,494 5114 32,608
Total Accumulated Depreciation 3,114,486 308,687 0 3,423,373
Govermnmental Activities
Capital Assets, net $ 11,391,857 § 9238320 $ 138288 $ 20,491,889

* The July 1, 2008 balances have been reclassified to ensure comparability between fiscal years.
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NOTES TO THE BASIC FINANCIAL STATEMENTS

NOTE 7 - CAPITAL ASSETS AND DEPRECIATION (CONCLUDED)

Depreciation expense was charged to governmental activities as foliows:
Instruction $ 176,001
Supervision of Instruction 10,350
Instructional Library and Technology 2,168
School Site Administration 24,017
Food Services 7,288
Other Pupil Services 7,649
Data Processing Services 1,552
Other General Administration 43,424
Plant Services 36437

Total Depreciation Expense $ 308887

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% to 5.5%.

On September 7, 2006, 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 Disfrict 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 qualified 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, 2009 was as follows:

A, Current Interest Bonds

Date Amount of Issued
of Interest  Maturity Originat Outstanding Current
issue Rate% Date lssue July 1, 2008 Year

8/18/05 3.85-55 8/M/31 § 7640000 § 7310000

Redeemed
Current Quistanding
Year June 30, 2009

$ 175,000 $ 7,135,000

8/7/06 3.25-4.125 8/1/22 1,680,000 1,596,000 85,000 1,510,000
97106 4.0-4.375 8/1/28 3,110,000 3,116.000 3.110.000
Total $ 12430000 § 12015000 § 6 & 260000 $_44.755.000
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SAUSALITO MARIN CITY SCHOOL DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS
i

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 8 - GENERAL OBLIGATION BONDS (CONTINUED)

Current Interest Bonds (Concludad)

A
The annual requirements to amortize the current interest general obligation bonds, as of
June 30, 2009, are as follows:
Year Ended
June 30 Principal interest Totals

2010 % 275,000 $ 492 8832 $ 767,883

2011 290,000 479,314 769,314

2012 305,000 464 863 769,863

2013 325,000 449,388 774,389

2014 350,000 432,809 782.808

20158-2019 2,285,000 1,898,816 4.183,8156

2920=-2924 3,145,000 1,353,824 4,498,824

2025-2029 3,810,000 641,699 4,451,689

2030-2034 870,000 42,140 1,012,140

Totals $ 11,755,000 $ 6,255,737 $ 18,010,737

B.  Capital Appreciation Bonds
Accreted
Date Date Amount of lssued Interest
of Interest of Original Cutstanding Current Current Cutstanding

Issue Rate % Maturity Issue July 1, 2008 Year Year June 30, 2009
9i7106 7.586 8/1/133 § 309,881 % 354,921 $ 27,434 § 382,355
/7106 5523 8/1/42 3,159,933 3,488 855 195,344 3,684 199
Totals $§ 3460024 $ 3843776 § 0 § 222778 $ 4066554

Year Ended
June 30

2010-2014
2015-2019
2020-2024
2025-2029
2030-2034

Totals

The outstanding obligation for Series 2006A capital appreciation bonds at June 30, 2009,
was as follows:

Amount of
Original Issue Acereted
Rate % (Principal) Interest Totals

$ 0 $ 0 3% 0

0 -0 0

7.586 39,780 9,286 49,066
7.586 156,968 37,342 197,310
7.588 110,243 25,736 135,879
$ 309,961 g 72,364 % 382,355
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NOTE 86 - GENERAL OBLIGATION BONDS (CONCLUDED)
B. Capital Appreciation Bonds (Concluded)

The annual requirements to amortize the Series 2008A capital appreciation bonds at
June 30, 2009, are as follows:

Year Endad
June 30 Principal interest Totals

2010-2014 $ 0 $ O 3 g
2015-2019 0 G 0
2020-2024 39,780 100,220 140,000
2025-2029 159,068 540,032 700,000
2030-2034 110,243 588,757 700,000

Totals $ 309,991 $ 1,230,008 $ 1,540,000

The outstanding obligation for Series 2006B capital appreciation bonds at June 30, 2009,
was as follows:

Amount of
Year Ended & Original Issue Accreted
June 30 Rate % {Principal) interest Totals

2010-2014 $ 0 $ 0 9 0
2015-2018 0 0 g
2020-2024 0 0 0
2025-2029 0 0 0
2030-2034 5523 1,025,915 170,207 1,196,122
2035-2039 5.623 1,264,893 209,872 1,474,765
2040-2044 5.5823 869,125 144,187 1,013,312

Totals $ 3,158,933 $ 524266 % 3,684,199

The annual requirements to amortize the Series 2006B capital appreciation bonds at
June 30, 2009, are as follows:

Year Ended
June 30 Principal Interest Totals

2010-2014 $ 0 % ‘ 0 3 0
2015-2019 ' 0 0 0
2020-2024 0 0 0
2025-2029 0 0 0
2030-2034 1,025,915 3,044,085 4,070,000
2035-2039 1,264,893 5,180,107 8,445,000
2040-2044 869,125 4,790,875 5,660,000

Totals $ 3,158,933 $ 13,015,067 $ 16,175,000
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SAUSALITOC MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 9 - CAPITAL LEASES

A On December 1, 2002, the District entered into a $1,000,000 lease agreement {o 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 lsase 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 titie to pass upon expiration of the
lease period.

Future required sinking fund payments as of June 30, 2009 are as follows:

Sinking
Year Ended - Fund
June 30 Payments
2010 $ 55766
2011 55,766
2012 ; 58 7R
2013 58,766
2014 55,766
2015-2019 223,069
Total sinking fund payments remaining $ 501,899
Lease payment due December 19, 2017 $ 1,000,000

At June 30, 2009, the Debt Service sinking fund has a fund balance of $360,405.

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
June 30 Payments
2010 $ 19,399
2011 19,399
2012 19,399
2013 . 19,399
2014 19,399
2015-2019 38,798
Total payments 135,793
Less amounts representing interest (18,028)
Present value of net minimum lease payments $ 117,765

The District will receive no sublease rental revenues nor pay any contingent rentals for these
leased improvements.
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MOTES TO THE BASIC

AUSALITO MARIN CITY SCHOOL DISTRICT

FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 10 - CERTIFICATES OF PARTICIPATION

in August 2008, the Sausalito School District Financing Corporation issued ceriificates of
patticipation (COPS) in the amount of 3,235,000 with interest rates ranging from 3.25% to
5.0%. The 2006 COPS were issuad to refund the outstanding 1896 Refunding COPS and
provide financing for the renovation, construction, and modernization of certain District
facilities. At June 30, 2009, the principal balance outstanding was $2,020,000.

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

as follows:
Year Ended
June 30 Principal Interest Totals

2010 $ 385,000 $ a2 775 3 477775
2011 400,000 77375 477 375
2042 445,000 84.275 475275
2013 440,000 41,000 481,000
2014 380,000 19,000 399,000

Totals $ 2,020,000 $ 201,525 $ 2,311,525

NOTE 11- LONG-TERM LIABILITIES

A schedule of changes in long-term liabilities for the year ended June 30, 2009, is shown

below:
Balances Balances Due within
July 1, 2008 Additions Deductions  June 30,2008  One Year
- Compensated Absences 3 15480 § 15,760 § 15,480 $ 15,760 § 15,760
General Obligation Bonds:
Current Interest 12,015,000 260,000 11,755,000 275,000
- Capital Appreciation 3,843,776 222,778 4,066,554
Capital Leases 1,130,098 12,331 1,117,765 14,648
Cerlificates of Participation 2,415,000 385,000 2,020,000 385,000
Totals $ 19419382 § 238538 § 682811 $ 18975079 § 690,408
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SAUSALITO MARIN CITY SCHOOL DISTRICT
MOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 12 - FUND BALANCES

The District’s fund balances at June 30, 2009 consisted of the following:

Capital
Bond Projects -
interest and Special Corporation Mon-Major
General Redermption Building Reserve Acquisition Govemnmental
Fund Fund Fund Fund Fund Eunds Totals
Reserved For:
Revolving Fund $ 1,000 § 44 % 1,040
Debt Service $ 561,037 683,986 1,245,023
Legally Restricted Balances 167,508 167,508
Unreserved:
Designated For,
Economic Uncerlainties 553,248 553,248
Program Carryovers . 369,218 369,218
Undesignated 279,324 § 1212260 % 268138 § 2,141,906 362,874 4,264,502
Total Fund Balances $ 1,370,208 § 861,037 0§ 1212280 § 268,138 § 2141806 § 1,048,900 § 6,800,539

NOTE 13 - EMPLOYEE RETIREMENT SYSTEMS

Qualified employees are covered under multiple-employer contributory retirement plans
maintained by agencies of the State of California. Certificated employees are members of
the State Teachers' Retirement System (STRS) and classified employees are members of
the Public Employees’ Retirement System (PERS).

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' Refirement Law. STRS issues a separate
comprehensive annual financial report that includes financial statements and required
supplementary information. Copies of the STRS annual financial report may be obtained
from the STRS, 7667 Folsom Boulevard, Sacramento, California 95826.
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NOTE 13 - EMPLOYEE RETIREMENT SYSTEMS (CONCLUDED)

A

State Teachers' Retirement System (STRS) (Continued)

Funding Policy

Active plan members are required to coniribute 8.0% of their salary and the District
is reguired 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 reguired employer contribution rate for fiscal year 2008-09
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, 2009, 2008, and 2007, were $119,046, $99,774, and $100,614, respectively, and
equal 100% of the required contributions for each year.

California Public Emplovees’ Retirement System (CalPERS)

Plan

The District contributes to the School Employer Pool under the California Public Employees’
Retirement System (CalPERS), a cost-sharing multiple-employer public employee retirement
system defined benefit pension plan administered by CalPERS. The plan provides
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to
plan members and beneficiaries. Benefit provisions are established by State statutes, as
legislatively amended, within the Public Employees’ Retirement Law. CalPERS issues a
separate comprehensive annual financial report that 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 2008-09 was 9.428%.
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, 2009, 2008, and
2007, were $97,985, $91,882, and $84,513, respectively, and equal 100% of the required
contributions for each year.

Social Security

As established by Federal law, all public sector employees who are not members of their
employer's existing retirement system (STRS or PERS) must be covered by social security or
an alternative plan. The District has elected to use Social Security as its alternative plan.
Contributions made by the District and participating employee vest immediately. The District
contributes 8.2% of each employee’s gross earnings. In addition, each employee is required
to contribute 6.2% of his or her gross earnings.



SAUSALITO MARIN CITY SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 14 - 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 confributions to STRS of $65,180 (4.517% of salaries subject to STRS).

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
year 2008-09, the District participated in one joint powers authority (JPA) for purposes of
pooling for risk. There were no significant reductions in coverage during the vyear.
Settlements have not exceeded coverage in any of the past three years.

NOTE 16 - JOINT VENTURES

The District paricipates in two ioint ventures under iaint DOWSLS .25 }
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 controls 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

In accordance with Education Code Section 47605, the District approved a Charler School
agreement with Willow Creek Charter School, which was renewed for an additional five
years for the period July 1, 2009 through June 30, 2014. Under fhe 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 reports.

VDTV EVIET YW TR 11



FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 18 - COMMITMENTS AND CONTINGENCIES

A.

B.

State and Federal Allowances, Awards and Granis

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
disaliowances 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 — SUBSEQUENT EVENT

On July 28, 2009 Governor Schwarzenegger signed a package of bills amending the
2008-09 and 2009-10 California State budgets. The budget amendments were designed
to address the State’s budget gap of $24 billion that had developed as a result of the
deepening recession since the State’s last budget actions in February 2009. The July budget
package reduced, on a state-wide basis, $1.6 billion in 2008-09 Proposition 98 funding
through a reversion of undistributed categorical program balances. The budget language
identified 51 specific programs and required the amount associated with these programs that
were “unallocated, unexpended, or not liguidated as of June 30, 2009” fo revert to the State's
General Fund. The July budget package also provided an appropriation in 2009-10 to backfill

$1.5 billion of these cuts to repay the 2008-09 reversion of the undistributed categorical
program balances.

The District recorded the revenues and related receivables associated with its portion of
the unallocated, unexpended or unliquidated categorical program balances identified in the
July 2009 State Budget package prior to receiving notification from the State that the 2009-10
re-appropriation should not be accrued. However, due to the fact that the amount of revenue
improperly recognized by the District is not considered material, no adjustments have been
included in these financial statements to conform to Governmental Accounting Standards
Board Statement No. 33.
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SAUSALITO MARIN CITY SCHOOL DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES [N FUND BALANCES

BUDGET AND ACTUAL - GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Yariznce with
Final Budget
Original Final Favorable
Budgst Budgst Actual {Unfavorable)
Revenues
Revenue Limit Sources!
State Apportionment $ 85,810 $ 118,792 113,718 $ (5,076)
Local Sources 3,730,820 3,883,520 3,853,720 200
Total Revenue Limit Sources 3,816,630 3,872,312 3,967,436 (4,876}
Federal Revenue 201,316 225,400 336,523 111,123
Other State Revenue 1,038,438 1,027,470 1,017,882 (2,588}
Other Local Revenue 247,821 344,846 351,388 6,542
Total Revenues 5,308,008 5,570,028 5,673,228 103,201
Expenditures
Certificated Salaries 1,789,278 1,828,391 1,773,743 55,648
Classified Salaries 857,934 844,535 813,026 31,509
Employee Bensfits 695,561 696,421 695,728 898
Books and Supplies 166,493 284,955 226,306 58,649
Services and Other
Operating Expenditures ) 1,380,322 1,696,990 1,528,586 168,404
Capital Outlay : 76,832 78,233 {1,801
Debt Service:
Principal Retirement 12,331 12,331 12,331
interest and Fiscal Charges 7,068 7,069 7,068 1
Other Expenditures 172,504 250,584 249,865 619
Total Expenditures 5,080,492 5,698,908 5,384,983 313,925
Excess of Revenues Over
{Under) Expenditures 224 513 (128,880) 288,248 417,126
Other Financing Sources (Uses)
Operating Transfers In 60,866 60,866
Operating Transfers Qut (97,014) (107,014) (108,248} (1,234)
Total Other Financing
Sources (Uses) {97.014) (46,148} (47,382) {1,234)
Net Change in Fund Balances 127,499 (175,028} 240,864 $ 415,892
Fund Balances - July 1, 2008 1,120,434 1,128,434 1,129,434
Fund Balances - June 30, 2000 $ 1,256,933 $ 954,406 1,370,208

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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JUNE 30
Special
Revenus -
Deferred Special
) %mm%g‘@aﬁ@é Cafeteria Rﬁ@%gg@
Assats -
Deposits and Invesiments 8 458 $ 40 $ 344,244
Receivables 11,868
Total Assels $ 456 & 11,896 $ 344,244
Liabilities and Fund Balances
Liabilities:
Accounts Payabie $ 624
Total Liabilities 624
Fund Balances:
Reserved 40
Undesignated $ 456 11,232 $ 344 244
Total Fund Balances WMM MM“
Total Liabilities and Fund Balances $ 456 $ 11,896 $ 344,244

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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Total

Corporation County Non-Major
Debt Debtl School Governmeanial
) S_@WE@@ ’ (
$ 323,551 $ 346,115 % 5,042 $ 1,021,378
14,280 26,148
$ 323,581 $ 380,405 % 6,842 % 1,047,524
$ 624
624
$ 323,581 $ 360,405 684,026
$ 6,942 362,874
323,581 360,405 6,942 1,046,200
$ 323,581 $ 360,408 $ 6,842

51047524
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FOR THE FISCAL YEAR EMDED JUNE 308, 2009

Speeial
Revenue -
Deferred Special
) &%aég&%@ﬁgm@ ?a?eeﬁrsa , ' %gew&
Revenues h
Federal Revenue $ 77,919
State Revenue 6,563
Local Revenue & %) 858 $ 8,779
Total Revenues (1} 8,779
Food Services 123,717
Plant Services 10,000
Debt Service:
Principal Refirement
interest and Issuance Cosis
Total Expenditures . 1lo000 — 6
Excess of Revenues Over
{(Under) Expenditures (10,001 (38,377} 8,779
Other Financing Sources {Uses)
Operating Transfers In 10,000 42 482
Operating Transfers Out (60,868)
Total Other Financing
Sources (Uses) 10,000 42 482 (60,866)
Net Change in Fund Balances 4] 4,105 (62,087)
Fund Balances - July 1, 2008 457 7.167

Fund Balances - June 30, 2008

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS

$ 456
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$ 11,272
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Total

Corporation County Mon-Major
Debt Dabt Schoot Governmental
A S@W@e € yic Fa@ié%ﬁﬁe@i - o Funds
3 77.21¢
8,563
$ 3,586 $ 3,003 $ 151 21,476
8,083 151 105,958
123,717
10,000
385,000 395,000
105,613 105,613
§ o _ 534,330
(497,017) 8,003 151 (528,372)
500,356 58,766 608,604
(13,297) (74,163)
487,059 585,766 0 534 441
(8,958) 63,850 151 6,069
6,791
% 323,581 $ 380,405 $ 6,942 $ 1,046,800




N CITY SCHOOL DISTRICT
ORGANIZATION/BOARD OF TRUSTEES/ADMINISTRATION

FOR THE FISCAL YEAR ENDED JUNE 20, 2009

ORGANIZATION

The Sauszlitc Marin Cily gch@@% District comprises and serves the City of Sausalito, Marin City,
and several military instalia There were no changes in the boundaries of the District during
the current year. The Distr c:g E’:L& ;"em%y operates two elementary schools,

BOARD OF TRUSTEES

Name Office Term Expires
Mark Trotter President December 2010
Shirley Thornton, Ed.D. Vice President December 2010
Karen Benjamin Clerk December 2012
William Ziegler Member December 2012
Thomas Newmeyer Member December 2010

ADMINISTRATION

Dr. Debra A. Bradley
Superintendent

Margaret Bonardi
Business Manager
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SAUSALITO MARIN CITY SCHOOL DISTRICT

i

SCHEDULE OF AVERAGE DAILY ATTENDANC

s
o
=
]

FOR THE FISCAL Wﬁﬁﬁ ENDED JUNE 30, 2008

Second
Period Annual
Report Report
Elementary
Kindergarien 28 28
First through Third 55 54
Fourth through Sixdh 33 33
Seventh and Eighth 31 30
Special Education 2 2
Extended Year 4 4
Totals 188 15t
Hours of
Supplemental Hours Altendance
Elementary 10,577

SEE NOTES TO SUPPLEMENTARY INFORMATION
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SAUSALT

{ CITY SCHOOL DISTRICT

1982-83 1988-67 2008-08 Wumber of Days Number of Days

Actual Minutes Actual Traditional Multitrack
Grade Level Minutes Reguired Hinules Catendar Calendar Slatus
Kindergarten  Not Avallable 38,000 54,430 180 NiA in Compliance
Grade 1 Mot Avallable 50,400 59,430 180 /A in Compliance
Grade 2 Not Available 50,400 59,430 180 N/A in Compliance
Grade 3 Mot Available 50,400 60,790 180 N/A In Compliance
Grade 4 Mot Available 54,000 60,790 180 NIA In Compliance
Grade 5 Not Available 54,000 60,780 180 N/A in Compliance
Grade 6 Not Available 54,000 60,780 180 N/A in Compliance
Grade 7 Not Available 54,000 62,590 180 N/A In Compliance
Grade 8 MNot Available 54,000 82,580 180 N/A in Compliance

SEE NOTES TO SUPPLEMENTARY INFORMATION
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SAUSALITO MARIN CITY SCHOOL DISTRICY
SCHEDULE OF EXPEMDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Federal Pass-Through Federsl
Cataloy ldentification Program
Program Name Humber Number Expenditures
1.8, Department of Agricufture:
Passed through California
Department of Education (CDE):
National School Lunch 10.555 13524 % 60,754
Especially Neady Brealfast 10.553 13526 17,165
1.8, Department of Education:
Passed through CDE:
NCLB: Title | - Basic Grant 84.010 14328 116,755
NCLB: T’zt!e it - imprevmg Teacher Quality 84.367 14341 27 414
: R4.218 14324 1,041
NCLB: Title Il - Limited English Proficiency 84.365 10064 1,387
NCLB: Title V - Innovative Education Strategies 84.298A 14354 1,089
NCLB: Title IV - Drug Free Schools 84.186 14347 1,318
Special Education - IDEA Part B Basic Assistance 84,027 13379 50,154
E Rate Reimbursement * * 22,500
Direct:
impact Aid - Maintenance and Operations 84.041 n/a 28,734
Total 5 328,321

* Federal Catalog / Pass-Through idenfification Number not available

SEE NOTES TO SUPPLEMENTARY INFORMATION
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SAUSALITO MARIN CITY SCHOOL DISTRICT
RECONCILIATION OF ANMUAL FINANCIAL AND BUDGET REPORT
WITH AUDITED FIMANCIAL STATEMENTS
FOR THE FISCAL %"%&ﬁ ENDED JUNE 306, 2008

General
Fund
June 30, 2009 Annual Financial and
Budget Report Fund Balance $ 1,263,954
Adjustments Increasing Fund Balance:
Understatement of Local Taxes Revenues 67,094
Overstatement of Other Expenditures 39,280
Total Adjustments 106,344
June 30, 2009 Audited Financial Statement Fund Balance $ 1,370,298

Auditor's Comments

The audited financial statements of all other funds were in agreement with the Annual Financial and
Budget Report for the fiscal year ended June 30, 2009.

SEE NOTES TO SUPPLEMENTARY INFORMATION
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FOR THE FISCAL YEAR ENDED JUNE 20, 2008

GENERAL FUND

{Budgety*

2008-10 2008-08 2007-08 2008-07
Fevenues and Other Financial Sources % 5,552,985 $ 5734005 $ 5,431,932 $ 8,178,210
Expenditures 5,480,156 5,384,983 5,100,556 5,524,555
Other Uses and Transfers Out 103,545 108,248 103,767 519,054
Total Outgo 5,503,701 5,493,231 5,204,363 6,043,808
Change in Fund Balance (40,7186) 240,864 227 569 132,801
Ending Fund Balance $ 1,329,582 $ 1,370,288 $ 1,120434 $ 801,865
Available Reserves $ 789,355 $ 832572 $ 778,012 $ 705,224
Designated for Economic Unceriainties $ 559,370 $ 553,248 $ 525,436 $ 483,489
Undesignated Fund Balance $ 229985 $ 279,324 $ 250,576 $ 221,735
Available Reserves as a Percentage
of Total Outgo 14.1% 15.2% 14.9% M1.7%
Average Daily Attendance at P-2 157 183 128 119
Total Long-Term Liabilities $ 18,284,671 $ 18,975,079 $ 19,419,352 $ 19,858,303

*

Amounts reported for the 2009-10 budget are presented for analytical purposes only and have not been audited.

The fund balance of the General Fund increased $468,433 (51.9%) over the past two years. The fiscal year 2009-10
budget projects a decrease of $40,716 (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 (total outgo).

The District produced operating surpluses of $132,601, $227,569, and $240,864 during fiscal years 2006-07, 2007-08,
and 2008-08, respectively.

Average daily altendance increased 34 ADA over the past two years. The District projects an increase of 4 ADA during
fiscal year 2009-10.

Total long-term liabilities decreased $883,224 over the past two years, due primarily to the reduction of the District’s
obligations for general obligation bonds and certificates of participation.

SEE NOTES TO SUPPLEMENTARY INFORMATION
57



HOOLS

A
Sl

o

TE

F CHAR

v

DULE

oY e
PR

%

B JUNE 30, 2008

THE FISCAL YEA

R

=

Charter School

cluded

Willow Creek Academy

58



NOTES TO SUPPLEMENTARY INFORMATION

FOR THE FISCAL YEAR ENDED JUNE 30, 2808

NOTE 1- PURPOSE OF STATEMENTS AND SCHEDULES

A

Schedule of Revenues, 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 Statements

Combining statements are presented for purposes of additional analysis, and are not a
required part of the Distric'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 Altendance

Average daily attendance is a measurement of the number of pupils attending classes of the
District. The purpose of attendance accounting from a fiscal standpoint is to provide the
basis on which apportionments of state funds are made to 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.

Recongiliation of Annual Financial and Budget Report with Audited Financial Statements

This schedule provides the information necessary to reconcile 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 Analvsis

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

Schedule of Charter Schools

This schedule lists all charter schools chartered by the District and identifies whether or not
the charter schools were included or excluded from the audit of the District.
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OTHER INDEPENDENT AUDITOR'S REPORTS SECTION






STEPHEN ROATCH ACCOUNTANCY CORPORATION

[ 7
Certified FPublic Accountants

INDEPENDENT AUDITOR'S REPORT ON STATE COMPLIANCE

Board of Trusless
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, 2009, and have issued our report thereon dated December 14, 20089,
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 Govemment Auditing
Standards, issued by the Comptrolier General of the United States; the provisions of California
Code of Regulations, Title 5, Education, Section 19810 and following; and the Education Audit
Appeals Panel's Standards and Procedures for Audits of California K-12 Local Educational
Agencies 2008-09. 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

rpreseniauil. Ve ielieve Thal uraudil provides d reasonanie basis Tor our opinion.

The District's management is responsible for the District's compliance with laws and regulations.
In connection with the audit referred to above, we selected and tested transactions and records fo

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

independent Study 23 Not Applicable

Continuation Education 10 Not Applicable

Adult Education 9 Not Applicable @

Regional Occupational Centers and Programs 6 Not Applicable @
Instructional Time for School Districts 6 Yes
Instructional Time for County Offices of Education 3 Not Applicable

Community Day Schools 9 Not Applicable

Morgan-Hart Class Size Reduction Program 7 Not Applicable @
Instructional Materials Program: .. :

General Requirements 12 10

Grades K-8 1 Not Applicable ©

Grades 9-12 1 Not Applicable ©
Ratios of Administrative Employees to Teachers 1 Yes
Classroom Teacher Salaries 1 Yes
Early Retirement Incentive Program 4 Not Applicable
GANN Limit Calculation 1 Yes
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© This program is not required to be audited per flexibility provisions in SBx3 4.

Frocedures
In BEducstion Audit
Appeals Panel’s

Proceduras

Descrintion Audit Guide Performed
School Accountability Report Card 3 Yes
Mathematics and Reading Professional Development 4 Mot 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 Not Applicable
After School Education and Safety Program:
General Requirements 4 Yes
After School 4 Yes
Before School 5 Not Applicable
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 3 Not Applicable

® The number of procedures to be performed was reduced per flexibility provisions in SBx3 4.

Section 19828.3 procedures (b), (c), and (e) were not performed.

Based on our audit, we found that, for the items tested, the Sausalito Marin City School District
complied with the state laws and regulations 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 Confroller's Office, California Department of Finarice, 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

Ceriified Public Accountants

December 14, 2009
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STEPHEN ROATCH ACCOUNTANCY CORPORATION
£ o

Certified Public Accountants

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

We have audited the financial statements of the governmental activiti

each major fund, and the
“raggregaie reimaining fund information of the Sausaiito Viarir City School District, as of and for the
fiscal year ended June 30, 2009, which coliectively comprise the Sausalitc Marin City School
District’s basic financial statements and have issued our report thereon dated December 14, 2009.
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 o 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 control 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 internal control.
We consider the deficiencies described in the accompanying Schedule of Findings and Questioned
Costs to be significant deficiencies in internal control over financial reporting.
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Board of Trustees
Sausalito Marin City School Disirict
Page Two

internal Control Over Financial Reporting (Concluded)

A material weakness is a sign nt deficiency, or combination of §ze:§ﬁ ificant deficiencies, that
results in more than a rermc h d that a material misstatement of the financial statements will
not be prevented or detecist i tity’s internal control.

Cur consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this ssction 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 considered to be material weaknesses. The
significant deficiencies that we consider to be material weaknesses are described in the
accompanying Schedule of Findings and Questioned Costs.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement, we performed tesis of its compliance with cerfain provisions of laws,

regulations, contracts, and grant agreements, noncompliance with which could have a direct 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 Government Auditing Standards.

The District's response to the findings 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 Disirict’'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
Certified Public Accountants

December 14, 2009
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SAUSALITO MARIN CITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

SECTION | - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Typs of auditor's report issued:

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

MNoncompliance material to financial statements noted?
State Awards

internal control over state programs:

Significant deficiencies identified not considered
o be material weaknesses?

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

Ungualified
Yes Ko
Yes None reported
Yes No
ad? Yee Mo
Yes None reported
Ungualified
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SECTION Ul - FINANCIAL STATEMENT FINDINGS

FINANCIAL REPORTING - UNAUDITED ACTUALS

Criteria:

Each year, school districts are responsible for preparing complete and
accurate financial information, which is reported to the California
Department of Education in the form of the "Unaudited Actuals”
Financial Report. In addition, each year the governing board certifies
that the report was prepared in accordance with Education Code
Section 41010, and approves the report as the official submission of
financial information that will be used as the basis for the District’s
annual financial statements. Accordingly, districts should have an
effective system of internal control over financial reporting that will

Condition:

Questioned Costs:

Context:

Effect:

Cause:

Recommendation:

ansure that the information cortained in-the report s fres ol miatenal
misstatement. (In accordance with Statement on Auditing Standards
No. 112 (SAS 112), if material misstatements are identified during a
financial audit, it is presumed that the internal control over financial
reporting is either ineffective or non-existent.)

Two warrants were issued for the same expenditure during fiscal year
2008-09. The second warrant was issued to replace the first warrant
that was lost. However, the first warrant was not canceled and
reversed on the general ledger until fiscal year 2009-10. Accordingly,
the same expenditure was recognized twice during fiscal year
2008-08, resulting in a misstatement that we consider to be material to
the District's annual financial statements. In addition, the District's
system of internal control over financial reporting did not detect or
prevent the misstatement from occurting.

None.

The adjustments that were made fo ensure that the financial
statements were fairly stated are presented on page 56 of this report.

The District's current system of internal control over financial reporting
did not prevent a material misstatement from being included in the
District's “Unaudited Actuals” financial statements.

The District's system of internal control over financial reporting did not
include a review of canceled warrants for purposes of verifying that

the related expenditures had been reversed during the same reporting
period.

The District should establish appropriate procedures that include a
review of canceled warrants at the end of each financial reporting
period to ensure that the related expenditures have been reversed
during the same reporting period.
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SECTION

FINANCIAL REPORTING - UNAUDITED ACTL
District Response: The District will establish appropriate gfmc:@d s that include a review
of canceled warrants at the end of Mfﬂh fina a reporting period o
enditures have i"“@%ﬁ reversed during the

ensure that the related exp
same reporting period.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2609

SECTION lll - STATE AWARD FINDINGS AND QUESTIONED COSTS

09 - 2/ 40000
SIGNIFICANT DEFICIENCY

AFTER SCHOOL EDUCATION AND SAFETY PROGRAM - ATTENDANCE

Criteria: 1. In accordance with Education Code Section 8483 (a)(2), it is the intent
of the Legislature that elementary school pupils atlend the entire
program every day that the program operates, with the exception of
absences allowed under the District’s early release policy. Since the
District's program begins upon the conclusion of the regular school day
and ends at 6:00 p.m., each elementary pupil is expected to attend the
afterschool program until 6:00 p.m., unless his/her absence is
supported by a properly completed early release form, which specifies
an absence reason that is considered allowable in accordance with the

District’s early release policy. Accordingly, the District should develop
and maintain appropriate daily attendance records that identify each
pupil's exact time of arrival and departure; a comprehensive early
release policy, which identifies all early release absences that are
considered allowable for purposes of determining pupil eligibility, and
early release forms that identify the specific reasons for the absences

and the specific dates or time periods covered by the early release
forms.

2. In accordance with Education Code Section 8483 (a)(2), it is the intent
of the Legislature that middle school pupils attend at least nine hours a
week and three days a week, with the exception of absences allowed
under the District's early release policy. As a result, program
attendance records and supporting documentation should be
configured in a manner that will substantiate that each middle school
pupil is attending at least nine hours a week and three days a week,
unless his/her absence is supported by a properly completed early
release form, which specifies an absence reason that is considered
allowable in accordance with the District's early release policy.
Accordingly, the District should develop and maintain appropriate daily
attendance records that identify each pupil's exact time of arrival and
departure; a comprehensive early release policy, which identifies all
early release absences that are considered allowable for purposes of
determining pupil eligibility; and early release forms that identify the
specific reasons for the absences and the specific dates or time
periods covered by the early release forms.

Conditions: - 1-2.  The attendance records, early release policy, and early release forms
used by the District do not meet state requirements, as follows:

» The attendance records used by the District to record pupil
attendance are not configured to identify the exact arrival or
departure times of each pupil, nor do they identify the reason
why a student is being released prior to 6:00 p.m.
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dition: (Conclude

Questioned Costs:

d)

The early release policy used by the District to identify
allowable absences for purposes of determining pupil eligibility
is not comprehensive and does not include reasons such as
student safety concerns or participation in parallel programs as
valid reasons for early release from the ASES program.

»

» The early release forms used by the District to document
allowable versus unallowable absences, do not clearly identify
the reasons for pupil absences, and do not identify the specific
dates and/or time periods covered by the early release forms.

The Education A ppeals.Pan arde-ana-Procedures Tui

Context:

Effect:

Cause:

Recommendations:

District Response:

1-2.

1-2.

Audits of California K-:}igyi_'ocai E&ucation Agencies 2008-09 do not
require questioned costs to be identified for the after school
component noncompliance items noted above.

These conditions were present throughout fiscal year 2008-09.

The program records maintained by the District do not adequately
substantiate compliance with Education Code Section 8483 (a)(2).

The District has not adequately monitored the program to ensure that it
is being operated in accordance with all state requirements.

The District should provide appropriate training and guidance to
program personnel, and modify its existing forms and policy as follows:

» The daily attendance records should be modified to identify the
exact arrival and departure times of each pupil, and the
reasons for any students who are released from the program
prior to 6:00 p.m.

» The early release policy should be modified to include all
allowable absences, including those related to student safety
concerns or participation in parallel programs as valid reasons
for early release from the ASES program.

» The early release form should be modified to identify the
specific reasons for pupil absences, and the specific dates
and/or time periods covered by the early release forms.

The ASES Program auditors met with the staff of Youth In Arts to
review the District's early release policy and documentation. Their
intent was to help the program develop documents that are aligned
with the program requirements and match the District's early release
policy.
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S AND QUESTIONED COSTS

SECTION il - STATE AWARD FIMDINGS AND QUESTIONED COSTS (CONTINUED)

AFTER SCHOOL EDUCATION AND SAFETY PROGRAM - ATTENDANCE (CONCLUDED)

District Response: Youth In Arts after school program personnel will develop documents
that address the reguirements of the state program including; 1. who
is authorized to release students from the program; 2. what is the
reason for the early release from the program; 3. a early release sign
out procedure that identifies the time, reason and the name of the
authorized adult who is signing the student out.
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SECTION lil - STATE AWARD FINDINGS AND OUESTIONED COSTS (CONCLUDED)

AFTER SCHOOL EDUCATION AND SAFETY PROGRAM - DAYS OF OPERATION

Criteria:

in accordance with Education Code Section 8483(a)(1), all elementary
or middie/junior high school programs shall commence immediately
upon the conclusion of the regular school day, operate a minimum of
15 hours per week, and remain open until at least 6:00 p.m. on avery
regular school day during the regular school year. Per guidance
provided by the California Department of Education, regular school
days include minimum days and early release days, if part of the
school schedule. Accordingly, the program was required to be in

Condition:

Questioned Costs:

Context:

Effect:

Cause:

Recommendation:

District Response:

operation.for 480.days. during fi Sear2l08-08.
It does not appear that the program was in operation on all regular
school days. Per our review of the program’s attendance records, the
program was only in operation for 165 days during fiscal year 2008-09.

The Education Audit Appeals Panel's Standards and Procedures for
Audits of California K-12 Local Education Agencies 2008-09 do not
require questioned costs to be identified for the after school
component noncompliance item noted above.

The condition was present throughout fiscal year 2008-09.

The program records maintained by the District do not adequately
substantiate compliance with Education Code Section 8483 (a)(1).

The District has not adequately monitored the program to ensure that it
is being operated in accordance with all state requirements.

The District should obtain a thorough understanding of all program
requirements and establish an appropriate monitoring system to
ensure that the District complies with all program requirements in the
future.

The Youth In Art staff has implemented a full program in 2008-10; a

program which is open 180 days per year, starts at the end of the
regularly scheduled school day and ends at 6:00 pm.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Recommendations

FINANCIAL STATEW

NTS

68 -1 730000
MATERIAL WEAKNESS

EXPENDITURE REPORTING

The District should establish procedures
that require business office personnel to
contact the construction architect and/or
construction vendors to identify all
s:gmﬂcanﬁ: expendstures that have been

158 ] anth e

Implemented

“{RourreS-burnot bkt -ag-ol-dung-88"of

each fiscal year. In addition, all progress
billings should be reviewed to make sure
that all retention balances held by the
District at year-end are properly included
in accounis payable at June 30.

STATE COMPLIANCE

08 -2 /40000
MATERIAL WEAKNESS

AFTER SCHOOL EDUCATION AND
SAFETY PROGRAM

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

Implemented
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