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INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of theggovernmentale
activities,@ach major fund, and the aggregate remaining fund information of thee
Santa Barbara School Districts, as of and for the fiscal year ended June 30, 2009,
which collectively comprisedhe District’s basicdinancial statements as listed ine
the table of contents.oThese financial statements are the responsibility of thee
Santa Barbara School District's management.eOur responsibility is to expresse
opinions on thesedinancial statements based on our audit.o

We conducted our audit in accordance with auditing standards generallyo
accepted indghe United States of America and the standards applicable toe
financial audits contained indGovernment Auditing Standards, issued by theo
Comptroller General of the United States.eThose standards require that we plane
and perform the audit to obtain reasonable assurance about whether thedinanciale
statements are free of material misstatement.oAn audit includes examining, on ae
test basis, evidencesupporting the amounts and disclosures in thedinanciale
statements.oAn audit also includes assessing the accounting principles used ande
significant estimates made by management, as well as evaluating the overalle
financial statement presentation.eWe believe that our audit provides a reasonableo
basis for our opinions.o

In our opinion, the financial statements referred to above present fairly,dn allo
material respects, the respective financial position of the governmental activities,o
each major fund, and the aggregate remaining fund information of the Santae
Barbara School Districts as of June 30, 2009, and the respective changes ine
financial position and cash flows, where applicable, thereof fore¢he fiscal yearo
then ended in conformity with accounting principles generally accepted in thee
United States of America.®



In accordance witheGovernment Auditing Standards, we have also issued our report dated December 5, 2009¢
on our consideration of the Santa Barbara School Districts’ internal control over financial reporting ande
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreementse
and other matters.eThe purpose of that report is to describe the scope of our testing of internal controle
over financial reporting and compliance and the results of that testing,eand not to provide an opinion one
the internal control over financial reporting or on compliance.oThat report is an integral part of an audite
performed in accordance witheGovernment Auditing Standards and should be considered in assessing theo
results of our audit.e

The Management’s Discussion and Analysis on pages 3 through 15 and the required supplementary one
pages 59 and 60 are not a required part of the basic financial statements, but is supplementarye
information required by the Governmental Accounting Standards Board.eWe have applied certaine
limited procedures, consisting principally of inquiries of management regarding the methods ofe
measurement and presentation of the required supplementary information.eHowever, we did not audite
the information and express no opinion on it.e

Our audit was performed for the purpose of forming opinions on the financial statements that collectivelyo
comprise Santa Barbara School Districts’ basic financial statements.eThe other supplementary informatione
listed in the table of contents, including the Schedule of Expenditures of Federal Awards, which ise
required by U.S. Office of Management and Budget Circular A-133,@Audits of States, Local Governments, and
Non-Profit Organizations, is presented for purposes of additional analysis and is not a required part of theo
basic financial statements.oSuch information has been subjected to the auditing procedures applied in thee
audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, ino
relation to the general-purpose financial statements taken as a whole.o

Negio Mger #FLAIE, 2O

San Diego, Californiae
December 5, 2009¢



Management’s Discussion and Analysis




SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

This section of Santa Barbara School Districts’ (SBSD) (the “District”) annual financial report presents oure
discussion and analysis of the District’s financial performance during the fiscal year that ended on Juneo
30, 2009. Please read it in conjunction with the District’s financial statements, which immediately followe
this section.e

FINANCIAL HIGHLIGHTS

The governing board of the Santa Barbara Elementary and Secondary School Districts adopted ao
resolution in accordance with Education Code Section 3510, which declared that the two districts woulde
report as a single district (known as the Santa Barbara School Districts) for financial data in 2004-05 ande
beyond.oThis is the fourth year of the combined reporting, although the administration preserves theo
separateness of the two districts in the financial database.eThe General Fund balance increased by a neto
$2.7 million between July 1, 2008 and June 30, 2009, primarily due to the receipt of federal stimulus fundse
received in thedatter part of the fiscal year.o

e Overall government-wide revenues were $150.7 million.eRevenues were $3.1 million more thane
expenses.o

e The total cost of basic programs was approximately $147.8 million.e

e The District decreased its outstanding long-term debt 2% over the prior year.o

e Average daily attendance (ADA) in grades K-12 decreased by 120, or less than 1%.e

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three partse- management discussion and analysis (this section), the basice
financial statements, and required supplementary information. The basic financial statements presente
different views of the District:o

e The first two statements aredlistrict-wide financial statements that provide both short-term and long-
term information about the District’s overall financial status.e

e  The remaining statements aredund financial statements that focus on individual parts of the District,o
reporting the District’s operations in more detail than the district-wide statements.o

o  Thegovernmental funds statements tell how basic services like regular and special education weree
financed in the short term as wellaas what remains for future spending.o

e Proprietary funds statements offer shorte- and long-term financial information about the District’s self-
insurance and warehouse revolving funds.e

e Fiduciary funds statements provide information about the financial relationships in which the Districte
acts solely as a trustee or agent for the benefit of others (Associated Student Body).o



SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

The financial statements also includeeotes that explain some of the information in the statements ande
provides more detailed data. The statements are followed by a section ofeequired supplementary
information that further explains and supports the financial statements with a comparison of the District’se
budget for the year. Figure A-1 shows how the various parts of this annual report are arranged ande
related to one another.o

Figure A-1. Organization of Santa Barbara School Districts’
Annual Financial Report
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SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

Figure A-2 summarizes the major features of the District’s financial statements, including a portion of thee
District’s activities they cover and the types of information they contain.e

Figure A-2. Major Features of the District-Wide and Fund Financial Statements

Fund Statements

Type of District-Wide Governmental Proprietary Funds Fiduciary Funds
Statements Funds
Scope Entirealistrict,® Theactivitiesofdheo Activitiesdhealistricte | Instancesanewhichdheo
exceptdiduciarye district¢hatareamoto operatessimilardoo districtadministerse
activitiese proprietarye®re privatedusinesses:o resources@ndehalfofo
fiduciary,suchase self-insurancedunde someoneelse,suchase
specialeeducationande scholarshipeprogramse
buildingemaintenancee andstudentactivitiese
monieso
Required financial e Statement@fdNeto | o Balancedheeto e StatementwfdNeto | e Statementofe
statements Assetso ¢ Statementwfo Assetso FiduciaryeNeteAssetso
e Statementefo Revenues,® e Statement®fe e Statementafo
Activitieso Expendituresezo Revenues,o Changesdne
Changesdndiunde Expensesdo FiduciaryeNeteAssetso
Balanceso Changesdndiunde
NeteAssetso
¢ Statementwfdashe
Flowsoe
Accounting basis Accrualeccountinge| Modifiedaaccruale Accrualaccountinge Accrualeaccountinge
and measurement andeeconomice accountingeande andeeconomice andeconomice
focus resourcesdocuse currentdinanciale resourcesdocuse resourcesdocuso
resourcesdocuse
Type of Allassetsaando Onlyassetseexpectede | Allassetseande Allassetseindo
asset/liability liabilities,dothe todearsedarpande liabilities,dothe liabilities,dothahort-
information financialeande liabilities¢hateomeo financialendaapital,e | termanddong-term;e
capital, short-terme | duealuringgheeyeareroe| andshort-termende Standard’sdundsaloe
anddong-terme soondhereafter;aoo long-terme noteurrentlyeontaine
capitalassetsdncludede nonfinancialassets,o
thoughdheyaaneo
Type of Alleevenuesande | Revenuesdorewhiche Allaevenueseando Allaevenueseande
inflow/outflow expensesaluringo cashdsaeceivedo expensesaluringghee | expensesaluringeheo
information year,@egardlessefo | duringeresooneaftero | year,aegardlessefo year,@egardlessefeo
whenaashdse theeend@fdheeyear;o whenaashdsaeceivede | whenarashdsaeceivede
received@repaide expendituresewhene orepaide orepaide
goods@reerviceshaveo
beenareceivedende
paymentdsalueaduringe
thegyeararsoone
thereaftero




SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

The remainder of this overview section of management’s discussion and analysis highlights the structureo
and contents of each of the statements.o

District-wide Statements

The district-wide statements report information about the District as a whole using accounting methodse
similar to those used by private-sector companies. The statement of net assets includes all of the District’se
assets and liabilities. All of the current year’s revenues and expenses are accounted for in the statement ofe
activities regardless of when cash is received or paid.e

The two district-wide statements report the District’s net assets and how they have changed.dNet assetse-o
thealifference between thedistrict’s assets and liabilitiese- is onesway to measure the District’s financiale
healther position.e

. Over time, increases and decreases in the District’s net assets areean indicatoredf whether its financiale
position is improving or deteriorating, respectively.o

e  To assess the overall health of thedistrict you need to consider additional non-financial factors suche
as changes indhe District’s property tax base and theeondition of school buildings and othero
facilities.o

The District’s activities are represented in the district-wide financial statements.o

e Governmental activities — All of the District’s basic services are included, such as regular and speciale
education, transportation, and administration. Property taxes and state formula aid finance most ofe
these activities.o

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s most significante

funds — not the District as a whole. Funds are accounting devices the District uses to keep track of specifice

sources of funding and spending on particular programs:e

e  Some funds are required by State law and by bond covenants.o

e  The District establishes other funds to control and manage money for particular purposes (likeo

repaying its long-term debt) or to show that it is properly using certain revenues (like Federalo
grants).e



SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

The District has three kinds of funds:e

o Governmental funds — Most of the District’s basic services are included in governmental funds, whiche
generally focus on (1) how cash and other financial assets that can readily be converted to cash flowe
in and out and (2) the balances left at year-end that are available for spending. Consequently, theo
governmental funds statements provide a detailed short-term view that helps you determineo
whether there are more or fewer financial resources that can be spent in the near future to financee
the District’s programs. Because this information does not encompass the additional long-term focuse
of the district-wide statements, we provide additional information at the bottom of the governmentale
funds statement that explains the relationship (or differences) between them.o

e Proprietary funds — Services for which the District charges a fee are generally reported in proprietaryo
funds. Proprietary funds are reporteddn the same way as the district-wide statements.o

0 We useanternal service funds to report activities that provide supplies and services for theo
District’s other programs and activities. The District currently has two types of internal serviceo
funds - the self-insurance fund and the warehouse revolving fund.e

®  Fiduciary funds — The District is the trustee, or fiduciary, for assets that belong to others, such as thee
scholarship fund and the student activities funds. The District is responsible for ensuring that theo
assets reported in these funds are used only for their intended purposes and by those to whom thee
assets belong.eAll of thedistrict’s fiduciary activities are reported in a separate statement of fiduciarye
net assets and a statement of changes in fiduciary net assets. We exclude these activities from theo
district-wide financial statements because the District cannot use these assets to finance its operations.o



SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)

Fiscal Year Ended June 30, 2009

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Assets. The District’s combined net assets as of June 30, 2009 were $110.4 million reflecting ane
increase of 3% since June 30, 2008. Of this amount, $8.5 million was unrestricted.eRestricted net assets aree
reported separately to show legal constraints from debt covenants and legislation that limit the governinge
board’s ability to use those net assets for day-to-day operations.eThe analysis below focuses on the neto
assets (See Table A-1) and change in net assets (See Table A-2) of the District’s governmental activities.o

Table A-1
Santa Barbara School Districts' Net Assets
Total
Percentage

Governmental Activities Change

2008 2009 2008-09
Current andetherassetse $o 42,712,7930  $o 40,162,105 -6%@
Non-currenteind otheraassetso 150,000 150,000 0%
Capitalassetso 168,563,594 172,286,104 2%e
Totalassetso 211,426,387 212,598,209¢ 1%e
Current liabilitieso 11,499,968 12,353,503 7%©
Long-term liabilitiese 92,494,5650 89,867,108 -3%o
Totaldiabilitiese 103,994,533 102,220,611 -2%o
Total net assets $o 107,431,8540 %o 110,377,598e 3%e




SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE, (continued)

Changes in net assets. The District’s total revenues decreased$% to $150.7 million (see Table A-2).0
Property taxes and state formula aid accounted for most of the District’s revenue, contributing about 67%e
of every dollar raised. (See Figure A-2.) Another 33% came from state and federal aid forepecifico
programs, and the remainder from miscellaneous sources and fees charged for services.o

The total cost of all programs and services decreased 2% to $147.8 million.eThe District’s expenses aree
predominantly related to educating and caring for students (73%). (See Figure A-3) The purelyo

administrative activities of the District accounted for 7% of total costs.e

Total revenues surpassed expenses by $2.9 million.o

Table A-2
Changes in Santa Barbara School Districts' Net Assets
Total
Percentage
Governmental Activities Change
2008 2009 2008-09
Revenues:o
Program revenues
Chargesdoraervicese $o 2,067,6150 $o0 2,160,9720 5%
Operatingggrantseand«ontributionse 37,027,7220 38,182,5160 3%e
Capitaleggrantsandeontributionse 1,804,5210 1,041,289 -42%o
General revenues
Propertydaxeseindstateaide 108,739,768 101,255,831 -7%®
Other@evenuese 5,010,458 8,077,695 61%eo
Totalaevenuese 154,650,084 150,718,303 -3%o
Expenses:o
Instruction-relatede 98,460,5420 93,087,730 -5%o
Studentsupportserviceso 13,727,288e 14,359,845 5%e
Maintenanceé@perationse 6,438,139 14,160,0379 120%e
Administratione 15,499,8860 10,732,613 -31%e
Othereexpenseso 16,840,751 15,432,334 -8%o
Totalexpensese  150,966,6060 147,772,559 -2%o
Increase in net assets $o 3,683,478 $o 2,945,744 -20%o




SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE, (continued)

Governmental Activities

Table A-2 presents the expenses of the major District activities: instruction and instruction related; studente
support services; general administration; maintenance, operations and facility acquisition; ande
miscellaneous other. TableeA-3 shows each activity’seet cost (total cost less fees generated by the activitieso
and intergovernmental aideprovided for specific programs). The net cost shows the financial burden thate
was placed on the District’s taxpayers by each of these functions.o

The Statement of Activities categorizes the activities presented in Table A-2 by revenue source:o

*  The cost of allegovernmental activities this year was $147.8 million.o

* The amount of $2.2 million was paid by the users of the District’s programs.o

* The federal and state governments subsidized programs with grants and contributions totalinge
$38.2 million.o

* Capital grants and contributions further add $1.0 million toward the cost of all activities.®

= District’s net costs ($106.4 million), were paid for by District taxpayers and the taxpayers ofe
California.e

=  Local and miscellaneous revenues account for $8.1 million.e

= Net assets increased $2.9 million.o

Table A-3
Net Costs of Santa Barbara Unified School Districts'
Governmental Activities

Total Cost Net Cost of

of Services Services
Instructional servicese $o 93,087,7300 $o 73,105,098
Pupil support servicese 14,359,845 6,502,4420
Maintenance and operationse 14,160,037 13,282,774
Administratione 10,732,613e 9,541,5100
Other expensese 15,432,3340 3,955,9580
Total expensese $o 147,772,559 $o 106,387,782

10



SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The financial performance of the District as a whole is reflected in its governmental funds as well. As theo
District completed this year, the governmental funds reflected a combined fund balance amount of $32.1e
million, compared to last year’s fund balance amount of $35.1 million.e

General Fund Budgetary Highlights

Over the course of the year, the District revised the annual operating budget several times.oThese budgeto
revisions fall into the categories of Adopted, First Interim, and Second Interim.oThe major budgete
amendments from the original to final budget fall into these categories:o

e Revenues —increased by $1.7 million primarily to reflect federal and state budget actions and re-
budget carryover fundse

e Salaries and benefits costse- increased $2.9 million to reflect a projected increased in other outgoe
and other operating expenditurese

While the District’s final budget for the General Fund anticipated expenditures would exceed revenues byo
$1.5 million, theactual results fordhe yearshow that revenues exceeded expenditures by $4.0 million,e
primarily due to the receipt of the American Recovery and Reinvestment Act of 2009, State Fiscalo
Stabilization Funds.eActual revenues were $5.5 million more than anticipated, but expenditures wereo
$23,995 more than budgeted.o

11



SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)

Fiscal Year Ended June 30, 2009

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of 2009 the District had invested $215.9 million in a broad range of capital assets includinge
land improvements, building construction, work in progress, and equipment. (See Table A-4.) Thise
represents a net increase of 4% over last year’s amount of $208.4 million. (More detailed informatione
about capital assets can be found in Note 5 to the financial statements.) The net depreciation expense fore
the year was $3.7 million. Additions to capital assets amounted to $7.5 million.o

Table A-4

Santa Barbara School Districts' Capital Assets

Lande

Siteamprovementse

Buildingse

Equipmentanddurnitureo

Constructiondneprogresse
Totale

Long-Term Debt

Total Percentage

Governmental Activities Change
2008 2009 2008-09

$o  1,537,1760 $o 1,537,1760 0%e
1,873,217e 2,126,7750 14%e
171,466,211e 189,210,4060 10%e

4,552,7450 4,935,0750 8%e
29,015,9840 18,105,3550 -38%e

$o 208,445,3330 $0215,914,7870 4%e

At year-end the District had $93.2 million in long-term debt, a decrease of 2% from last year, as shown ine
Table A-5. (More detailed information about the District’s long-term liabilities is presented in Note 8 toe

the financial statements.)o

Table A-5

Santa Barbara School Districts' Long-Term Debt

General®bligationdondse

Premiumendssuanceo

Compensatedebsenceso

Supplementaryearlyeetirement plane
Totale

Total
Governmental Activities Percentage Change
2008 2009 2008-09
$o 92,870,0000  $o 90,165,000 -3%0
1,043,9710 989,3570 -5%o
1,285,590 1,637,3650 27 %o
- 425,0000 100%e
$o 95,199,5650 $o 93,216,7220 -2%0

12



SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

FACTORS BEARING ON THE DISTRICT’S FINANCIAL FUTURE

Unlike most years, California began the 2009-10 fiscal year with a budget already in place.eOn Februarye
20, 2009, Governor Schwarzenegger signed a spending plan aimed at addressing the State’s worseningo
budget crisis.oHowever, after the signing of the budget, the fiscal outlook began to worsen.eTheo
Governor and Legislature began working to close the budget gap.e

On July 28, Governor Schwarzenegger signed a package of bills aimed at closing the state’s $23.241 billione
budget shortfall.eThe package of bills includes a total of $24.159 billion in “solutions” - $16.125 billion ine
spending cuts; $3.492 billion in revenues and revenue accelerations; $2.182 billion in borrowing, includinge
$1.935 billion from local government property tax revenues; $1.005 billion in fund shifts; and $1.355e
billion in other “solutions”, including one-time savings from deferring the payment of state employees’®
final paycheck for the 2009-10 fiscal year until July 1, 2010.0

K-12 Education Budget Agreement:

¢ Reduces 2008-09 funding for categorical programs by $1.6 billion compared to the funding levele
provided by the February budget agreement.o

e Reduces 2009-10 revenue limit payments by $4.0 billion compared to the 2009-10 Budget enacted ino
February and adjusts the revenue limit deficit factor to 18.4 percent for school districts and 18.6e
percent for county offices of education.o

o Defers $1.7 billion of school districts” revenue limit payments from 2009-10 to 2010-11.e

¢ Counts $402 million in 2009-10 funding for the Quality Education Investment Act (QEIA) toward theo
Proposition 98 minimum funding guarantee to produce an equal amount of General Fund savings.e
Historically, QEIA dollars provided funds to school districts with the lowest academic achievemente
and did not count toward the Proposition 98 guarantee.eThe budget agreement extends the QEIAe
program by one year, to 2014-15.0

e Provides $496 million in 2009-10 Proposition 98 funding for home-to-school transportatione- a®
reduction of approximately 20 percent from the $618.7 million provided for the program in 2008-09.0

¢ Reduces 2009-10 funding by $80 million for Basic Aid school districts’ categorical programs too
provide a proportionate reduction to non-Basic Aid districts” revenue limit reductions.e

e Allows school districts to reduce the school year by up to five instructional days through 2012-13e
without losing incentive grants.o

e Suspends the requirement that school districts purchase newly adopted instructional materialse
through 2012-13.0

e Allows school districts to sell surplus property and use the proceeds for General Fund proposese
through 2011.0

e Suspends the High School Exit Exam graduation requirement for students with disabilities beginninge
in 2009-10.0The suspension would last until the State Board of Education authorizes an alternativeo
exam for disabled students.o

The Governor’s line item vetoes include a $3.9 million cut to student transportation at State Speciale
Schools, which the Governor states is duplicative because federal special education funds are available fore
this purpose.e

13



SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

FACTORS BEARING ON THE DISTRICT’S FUTURE (continued)

Federal Funding (ARRA)

Ondebruary 17, 2009, President Obama signed the American Recovery and Reinvestment Act of 2009e
(ARRA).0The ARRA aims to boost the economy through a $787 billion package of spending and taxe
measures.oNationally, more than $100 billion is dedicated to education.eCalifornia’s schools, colleges,o
and universities can expect to receive approximately $11.0 billion over threeeyears that can be used toe
mitigate the impact of state budget reductions and address specified policy goals.o

The largest share of the ARRA’s education dollars comes from an allocation called the State Fiscalo
Stabilization Fund, which aims to help states balance their budgets and mitigate the impact of cuts.eOthere
ARRA funds targeting education include support for special education, schools that serveo
disproportionate numbers of students from disadvantaged backgrounds, school technology, statewidee
data systems, and teacher improvement programs.e

The new State Fiscal Stabilization Fund (SFSF), aimed at helping to stabilize state budgets and mitigateo
thedmpact of budget cuts, is the largest pot of ARRA funding focused on education.o

The California Department of Education (CDE) recently reported that California’s schools receivede
preliminary payments totaling $2.5 billion from the state’s initial Education Stabilization Fund (ESF)e
allocation.eThese payments were based on the reductions made to each school district’s 2008-09 general-
purpose and categorical funds as part of the February budget agreement.oK-12 school districts receivede
$1.6 billion to backfill reductions made to their 2008-09 general-purpose funds and $887.5 million toe
backfill reductions made to their 2008-09 categorical funding.e

While California cannot use ESF dollars to replace state spending required by the Proposition 98e
guarantee, ESF dollarsean be used to mitigate the impact of the significant state spending reductionse
enacted as part of current efforts to balance the budget.eLocal schools can use ESF dollars to help pay fore
any activity authorized under the Elementary and Secondary Education Act, the Individuals Withe
Disabilities Education Act (IDEA), the Adult Education and Family Literacy Act, and/or the Carl D.o
Perkins Career and Technical Education Act.e

The ARRA significantly increases funding for the primary federal program aimed at improving theo
education of disadvantaged students, including students fromdow-income families and English languageo
learners.oThe federal Title I program aims to ensure that all children have a fair, equal, and significante
opportunity to obtain a high-quality education.eCalifornia is slated to receive $1.5 billion in additionale
Title I dollars under the ARRA, a significant boost in federal support.o
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SANTA BARBARA SCHOOL DISTRICTS
Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended June 30, 2009

FACTORS BEARING ON THE DISTRICT’S FUTURE (continued)

Federal Funding (ARRA) (continued)

The ARRA also significantly increases federal support for the IDEA, also referred to as special education,e®
with the goal of helping to ensure that students with disabilities receive an appropriate education.eTheo
CDE estimates that California’s schools will receive $1.3 billion in additional special education supporte
from the ARRA - $1.2 billion for K-12 education and $41 million for pre-school programs.eCaliforniae
received half of its ARRA IDEA dollars in April and will receive the second half by the end of Septembere
upon approval of a report the state must submit to the Department of Education (DOE).e

The ARRA provides a significant level of funding to support California’s schools, which will helpe
mitigate the impact of state spending cuts.oWhile the ARRA limits the extent to which ARRA’s educatione
dollars can be used to help close the state’s budget shortfall, the Legislature may choose to use somee
ARRA dollars for this purpose.oTo receive additional ARRA dollars, however, California must submite
reports to the DOE that include information regarding how the state and local schools use their ARRAo
allocations.eThese reports are designed to promote transparency and accountability at the local, state, ande
federal levels and will be reviewed by the DOEd¢o determine whether California receives additionale
ARRA dollars.e

Other Factors

Enrollment

Enrollment can fluctuate due to factors such as population growth, competition from private, parochial,®
and public charter schools, inter-district transfers in or out, and other causes.oLosses in enrollment wille
cause a school district to lose operating revenues without necessarily permitting the district to makeeo
adjustments in fixed operating costs.o

All of these factors were considered in preparing the Santa Barbara School District budget for the 2009-100
fiscal year.o

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditorse
with a general overview of the District’s finances and to demonstrate the District’s accountability for theo
money itaeceives.df you have any questions about this report or need additional financial information,
contact Meg Jette’, Directoref Fiscal Services, Santa Barbara School District, 720 Santa Barbara Street,®
Santa Barbara, California 93101.e
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SANTA BARBARA SCHOOL DISTRICTS

Statement of Net Assets
June 30, 2009
Governmentale
ASSETS Activitieso
Currentassets:o
Casho $o 24,899,447
Accountsaeceivableo 14,848,477
Inventoriese 110,086
Prepaidexpensese 304,0950
Totaleurrentassetse 40,162,1050
Non-currentassets:o
Noteaeceivableo 150,0000
Capitalassets:o
Lande 1,537,176@
Improvement@fsiteso 2,126,775
Buildingse 189,210,406
Furnitureaandeequipmente 4,935,075
Constructiondnegprogresse 18,105,355
Lessaaccumulatedadepreciatione (43,628,683)0
Totalerapitalassets,anetefalepreciationo 172,286,104
Totalaon-currentessetse 172,436,104
Totalassetse 212,598,209
LIABILITIES
Currentdiabilities:o
Accountsepayableo 7,047,5320
Deferredaevenueo 1,702,4450
Claimsdiabilitye 253,9120
Portionefdong-termdiabilitiesalueowithin@neeyearo 3,349,6140
Totaleurrentdiabilitieso 12,353,503
Long-termalebtelueafterenesyeare 89,867,108e
Totaldiabilitiese 102,220,611
NET ASSETS
Investeddneapitalassets,emetofaelatedalebto 86,218,963
Restricteddor:o
Capitalerojectso 1,919,335
Debtaerviceo 6,277 4110
Educationaleprogramse 7,483,2579
Unrestrictede 8,478,6320
Totalenetassetso $o 110,377,598e
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SANTA BARBARA SCHOOL DISTRICTS

Statement of Activities

For the Fiscal Year Ended June 30, 2009

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Instructional&ervices:o
Instructione $o  78,224,6020 $o 119,795  $o 15,765,2860 $o 1,041,289¢ $o  (61,298,232)0
Instruction-Related®ervices:o
Supervision ofdnstructione 4,320,9800 33,0220 2,384,6380 - (1,903,320)e
Instructional library,enediae
anddechnologye 1,481,855 1,9540 191,150 - (1,288,751)e
Schoolsiteeadministratione 9,060,2930 4,3140 441,1840 - (8,614,795)0
Pupil&upport$ervices:e
Home-to-schooldransportatione 2,035,9140 135,611 1,068,5130 - (831,790)e
Food servicese 4,736,7200 1,433,149 3,080,989¢ - (222,582)0
Allothergupilservicese 7,587,2110 1350 2,139,0060 - (5,448,070)0
GeneraleAdministration&ervices:o
Dataeprocessingserviceso 1,252,4120 - - - (1,252,412)0
Otheregeneral@dministratione 9,480,2010 80,0540 1,111,049 - (8,289,098)0
Plantservicese 14,160,037@ 19,0810 858,1820 - (13,282,774)0
Ancillaryservicese 1,463,9000 40,9320 364,7270 - (1,058,241)0
Communityeerviceso 5,863,155 277,242 5,220,303e - (365,610)0
Interest@ndong-term debto 3,712,0610 - - - (3,712,061)0
Othereutgoe 646,2730 15,6830 5,557,489% - 4,926,899
Depreciationqunallocated)o 3,746,945 - - - (3,746,945)0
Total GovernmentaleActivitieso g0 147,772,559 $o  2,160,9720 $o 38,182,5160 $o  1,041,2890 (106,387,782)0
General Revenues:
Taxes:o
Propertydaxes,devieddoregeneralgpurposese 81,283,3840
Propertydaxes,devieddoralebtserviceo 6,523,3390
Propertydaxes,devieddor@ther specificgpurposeso 167,1440
Federaleandstateaidenotaestrictedo
tospecificgpurposeo 13,281,9640
Interest@anddnvestment earningso 1,180,1830
Interagencyeevenueso 53,8850
Miscellaneouse 6,843,627
Totalggeneralaevenueso 109,333,5260
Change inaet assetso 2,945,7440
Net assets - July 1, 2008e 107,431,854

Net assets - June$0,2009¢
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SANTA BARBARA SCHOOL DISTRICTS
Balance Sheet — Governmental Funds

June 30, 2009
Bonddnteresto
ande Non-Majore Totale
Redemptione Governmentale  Governmentalo
Generaldfunde Building&Funde Funde Fundse Fundse
ASSETS
Cashe $o 6,563,299¢ $o  4,901,0150 $o  6,257,2140 $o 6,292,2720 $o  24,013,8000
Accountsaeceivableo 12,951,2960 7,5740 20,1970 1,561,2450 14,540,3120
Duedromatherdundse 5,171,4000 870 - 1,114,2330 6,285,7200
Inventoriese - - - 59,4430 59,4430
Prepaidexpenditurese 23,4070 - - - 23,4070
TotaleAssetso $o 24,709,4020 $o  4,908,6760 $o  6,277,411l0 $eo 9,027,1930 $o  44,922,6820
LIABILITIES AND FUND BALANCES
LIABILITIES
Accountsepayableo $o 4,414,899 $o 31,4830 $o - $o 488,4040 $o 4,934,7860
Duedo@therdundse 1,551,9320 8,1900 - 4,671,3050 6,231,4270
Deferredaevenuee 1,166,0410 - - 536,4040 1,702,445
Totald iabilitiese 7,132,872¢ 39,6730 - 5,696,113 12,868,658¢
Fund Balances
Reserveddor:o
Inventorieso - - - 59,4430 59,4430
Revolvingarashe 9,0000 - - - 9,0000
Debtaerviceo - - 6,277, 4110 - 6,277,4110
Prepaidexpenditurese 23,4070 - - 23,4070
Categoricaleprogramse 7,483,2570 - - - 7,483,2570
Unreserved;@eporteddn:e
Generaldunde 10,060,866 - - - 10,060,8660
Capitaleprojectdundse - 4,869,0030 - 1,919,3350 6,788,3380
Otherdundse - - - 1,352,3020 1,352,3020
Total#unddBalancese 17,576,5300 4,869,0030 6,277, 4110 3,331,0800 32,054,024
Totald iabilitieseanddunddalancese $o 24,709,4020 $o  4,908,6760 $o  6,277,411l0 $eo 9,027,1930 $o  44,922,6820
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SANTA BARBARA SCHOOL DISTRICTS
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets
June 30, 2009

Total fund balances - governmental funds $o  32,054,0240

Amountsereporteddoregovernmentalaictivities indhestatementofenetassetsareo
differentdecauseeapitalassetsaiseddoreggovernmentalectivitiesaareanotdinancialaesourceso
anddhereforeareaotaeportedamsassetsanggovernmentaldunds.eTheaost@fdheo
assetsds$215,914,787andd¢heaccumulatedalepreciationds¢$43,628,683).0 172,286,1040

Inggovernmentaldunds,alebtdssueaostsareaecognizedasexpendituresdndhegeriode
theyaredncurred.eIndheggovernment-widedinancialetatements,alebtdssueaostsareo
amortized@verdhedifeofdhealebt.oUnamortizedelebtdssueeostsancludeddnaleferrede
charges@ndhestatementofaetassetsare:o 280,6880

Long-termenotesereceivablealoamotaneetdheavailabilityariteriaainderemodifiedeaccruale
basisandarealeferreddndhedunds.o 150,0000

Ineggovernmentaldunds,dnterestendong-termalebtdsenoterecognizedaintilé¢heeperioddnewhichdte
matureseanddsepaid.eIndheggovernment-widestatementefactivities, dtdserecognizeddneheo
periodethatdtdsdncurred.oeTheadditionaldiabilitydorainmatureddnterestowingatdheendfo

thegeriodewas:o (1,834,124)0

Inggovernmentaldunds,@lebtgpremiumarostsareaecognizedasexpendituresdndheeperioddheyo
aredncurred.elndhegovernment-widestatements,@lebtgpremiumarostseareeamortized@vero
thedifefd¢healebt.oUnamortizedalebtgpremiumerostsdncludeddnerepaidexpenseedndheo

statement@faetassetsare:o (989,357)0

Inggovernmentaldunds,@nly«urrentdiabilitiesareareported.oIndhestatementefaetassets,alle
liabilities,dncludingdong-termdiabilities,@arereported.oLong-termdiabilitiesarelatingetoo
governmentalactivitieseconsistef:o

General@bligationdondse $o 90,165,0000
Compensatedabsencesegayableo 1,637,3650
Supplementaryearlyeetirementeplane 425,0000 (92,227,365)0

Internalservicedundsareousedd¢oaeonductaertainactivitiesdorevhicha@ostsareahargeddoo
otherdundsenadulleost-recoverydasis.oBecausednternalservicedundsaregpresumede
to@peratedordhedenefitofeovernmentalactivities,assetseanddiabilitiesefdnternalserviceo
fundsareaeportedewithegovernmentalactivitiesdndhestatementefenetassets.oNetassetseo

fordnternalservicedundsare:o 657,628

Total net assets - governmental activities $o  110,377,5980

The notes to financial statements are an integral part of this statement.o
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SANTA BARBARA SCHOOL DISTRICTS

Statement of Revenues, Expenditures, and Changes in Fund Balance - Governmental Funds

For the Fiscal Year Ended June 30, 2009

REVENUES

General&Revenues:o
Propertydaxeso
Federalandstatemidmotaestrictedo

tospecificgpurposeo

Earnings@ndnvestmentso
Interagencyeevenuese
Miscellaneouse

ProgrameRevenues:o
Chargesdoraerviceso
Operating grants and contributionse
Capitalegrantseandaontributionse

TotaldRevenueso
EXPENDITURES
Instructional&ervices:o
Instructione
Instruction-Related$ervices:o

Supervision ofdnstructione

Instructionaldibrary,emedia and technologye

Schoolsiteeadministratione
Pupil$upportServices:o
Home-to-schooldransportatione
Foodserviceso
Allothergupilsserviceso
GeneraleAdministration®ervices:o
Dataeprocessingserviceso
Otherggeneral@dministratione
Plant serviceso
Facilityeacquisition and constructione
Ancillaryservicese
Communityserviceso
Enterpriseactivitieso
Otherautgo:e
Transfersdbetweenagencieso
Debteervice - issuance@ostse
Debteervice - principale

Debtaervice - interesto
TotaléExpenditurese

Excess¢Deficiency)ofRevenueso

OverdUnder)&Expenditurese

OTHER FINANCING SOURCES (USES)
Interfunddransfersdno
Interfunddransfersoute

Alletherdinancingsourcesguses)o

Total®therdFinancing$ourcesanddJseso
Net&Changedn Funddalancese

Funddalances,dulyel, 2008

Funddalances,duned0,2009¢

Bond Interesto

ande Non-Majore Totale
Redemptione  Governmentale ~ Governmentale
Generaldfunde Buildingdfunde Funde Fundse Fundse
$o 75,328,9400  $o - $o 6,523,339 $o  2,482,5820 $o  84,334,861e
16,355,4960 - - 963,8240 17,319,3200
877,058 78,6740 99,5570 124,8960 1,180,1850
191,8850 - - - 191,8850
1,926,1980 95,2490 - 4,423,8320 6,445,279
236,671e - - 1,924,3010 2,160,9720
29,595,4440 - - 8,587,071e 38,182,5150
- - - 1,041,289 1,041,289¢
124,511,6920 173,9230 6,622,8960 19,547,7950 150,856,3060
74,882,6270 - - 2,739,121e 77,621,7480
4,320,3870 - - 5930 4,320,9800
1,481,8550 - - - 1,481,8550
8,597,4040 - - 462,8890 9,060,293
2,035,914e - - - 2,035,9140
377,111e - - 4,459,0950 4,836,2060
7,380,350 - - 1,4240 7,381,7740
1,303,9420 - - - 1,303,9420
4,690,9550 - - 830,0400 5,520,9950
12,501,6520 - - 1,683,9140 14,185,5660
34,7690 2,679,187¢ - 4,410,7930 7,124,7490
1,463,9000 - - - 1,463,900
998,4200 - - 4,864,7350 5,863,1550
- - - 3,812,8720 3,812,8720
108,931e - - 180,106 289,037¢
359,0000 - - - 359,0000
- - 2,549,564 - 2,549,564
- - 4,382,9340 - 4,382,9340
120,537,2170 2,679,187 6,932,4980 23,445,5820 153,594,4840
3,974,4750 (2,505,264)0 (309,602)0 (3,897,787)0 (2,738,178)0
- 80,7740 - 1,112,1660 1,192,9400
(1,155,990)0 (80,774)0 - (94,176)0 (1,330,940)e
(124,082)0 - - - (124,082)0
(1,280,072)0 - - 1,017,990 (262,082)0
2,694,403 (2,505,264)0 (309,602)0 (2,879,797)0 (3,000,260)e
14,882,127 7,374,267 6,587,0130 6,210,8770 35,054,2840
$o 17,576,5300 $o  4,869,0030 $o 62774110 $o  3,331,0800 $o  32,054,0240

The notes to financial statements are an integral part of this statement.o
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SANTA BARBARA SCHOOL DISTRICTS

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balances to the Statement of Activities

For the Fiscal Year Ended June 30, 2009

Total net change in fund balances - governmental funds $o
Amountsaeporteddorggovernmentalaictivities indhestatementfeactivitiesarealifferentdbecause:o

Capital@utlaysareaeporteddnggovernmentaldundsasexpenditures.oHowever,dndhestatemento
ofactivities,dheaostefdhosemssetsdsallocated@verdheirestimatedaisefuldivesasalepreciatione
expense.oThedlifferencedetweenaapital@utlayexpendituresendalepreciationexpensedordheeeriodds:e

Expendituresdoraapital@utlaye $o  7,469,4550
Depreciationexpenseo (3,746,945)0

Inggovernmentaldunds,@epaymentsefdong-termalebtareaeportedasexpenditures.o
Indgheggovernment-widesstatements,aepaymentsfdong-termalebtareaeportedasaeductionfeo
liabilities.oExpendituresdoraepayment@fdhegprincipaleportion ofdong-termalebtevere:o

Inggovernmentaldunds,dnterest@ndong-termalebtdsaecognizeddndhegerioddhatdtdecomesalue.o
In¢heggovernment-widestatement@fectivities,dtdseecognizeddndheeerioddhatdtdsdncurred.o
Unmatureddnterestowingeatd¢heeendofdhegeriod,dessamatureddnterestepaidealuringeheeperioddute
owingdromeheeprioreperiod,ewas:e

Inggovernmentaldunds,@lebtdssueaostseandgremiumsareaecognizeddndheegeriod¢heyareo
incurred.eIndhegovernment-widestatements,dssuecostsandgremiumsareamortized@vero
thedifewfdhealebt.oThedlifferencedetweendhealebtdssuecostsandgremiumaerecognizeddne
theaurrentgeriodeanddheaostsandgremiumeamortizedofordhegeriodds:o

Amortization@fepremiumendssuancee $o 54,6140
Amortization@feostefdssuanceo (17,543)0

Indhestatementfactivities,dcompensatedabsencesareaneasureddydheeamountsearned
during¢heegear.oIndheggovernmentaldunds,dhowever,@xpendituresdord¢hesedtemseareaneasuredo
byd¢heaamount@fdinancialeesourcesaiseddessentially,¢heeamountseactuallygaid .)o

Inggovernmentaldunds,EarlyRetirementdncentivedProgram¢ERIP)ocostsareaecognizedo
whenemployeraontributionsareanade.oIndhestatementafactivities, ERIPaostsareaecognizedo

onanaccrual basis.oAdditions¢odERIP owingdn theaurrenteeriodewas:o

Thednternal@ervicedunddsaiseddyananagementdoahargedheaostafaelf-insuranceactivities.o
Themeteevenuedexpense)@fdhednternaleervicedunddsaeportedewithegovernmentalactivities.o

Change in net assets of governmental activities $o

(3,000,260)0

3,722,5100

2,705,0000

688,4170

37,071e

(351,771)0

(425,000)0

(430,223)0

2,945,7440

The notes to financial statements are an integral part of this statement.o
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SANTA BARBARA SCHOOL DISTRICTS

Statement of Fund Assets - Proprietary Funds

June 30, 2009
Governmental Activities _ Internal Service Fundse
Totale Warehouseo Totale
Insuranceo Workers' Dentalek Belf Insuranceo Revolvinge Internal&erviceo
Propertyd.osse ~ Compensatione Visione Funde Funde Fundse
ASSETS
Casho $o 118,3950 $o 604,6290 $o 110,845¢  $o 833,8690  $o 51,7780 $o 885,6470
Duedromatherdundse 138,0000 - 271,9510 409,9510 31,4440 441,3950
Otherareceivableso 4330 157,059 133,0620 290,5540 17,6110 308,165@
Inventorye - - - - 50,6430 50,6430
TotalAssetso 256,828 761,688e 515,8580 1,534,374 151,4760 1,685,8500
LIABILITIES
Accountsepayableeandeaccrueddiabilitiese 85,7680 136,191e 55,3200 277,279 1,3430 278,622
Claimsdiabilitye 253,9120 - - 253,9120 - 253,9120
Duedowtherdundse - - 418,0000 418,0000 77,6880 495,6880
Totaldiabilitiese 339,680 136,191 473,3200 949,1910 79,0310 1,028,222¢
NET ASSETS
Unrestrictede (82,852)0 625,497 42,5380 585,183 72,4450 657,6280
Totaleneteassetso $o (82,852) %o 625,4970 %o 42,5380 %o 585,1830  $o 72,4450 $o 657,6280

The notes to financial statements are an integral part of this statement.o
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SANTA BARBARA SCHOOL DISTRICTS

Statement of Revenues, Expenses, and Changes in Fund Net Assets — Proprietary Funds

For the Fiscal Year Ended June 30, 2009

Governmental Activities - Internal Service Fundse

Totale Warehouseo Totale
Insuranceo Workers' Dentale& Belf Insuramceo  Revolvinge Internal&erviceo
Propertyd.osse ~ Compensatione Visione Funde Funde Fundse
OPERATING REVENUES
Chargesdo@therdundse $o - $o - $o 893,955 $o 893,955 %o - $o 893,955
Total@peratingaevenueso - - 893,955 893,9550 - 893,9550
OPERATING EXPENSES
Servicesand@ther@peratingexpenditurese 245,7750 (20,023)e 1,251,075 1,476,827 - 1,476,827
Total@peratingexpenseso 245,7750 (20,023)e 1,251,0750 1,476,8279 - 1,476,827
OPERATING INCOME (LOSS) (245,775)0 20,0230 (357,120)0 (582,872)e - (582,872)e
NON-OPERATING REVENUES
Interestancomeo 3,8780 8,409¢ 2,1830 14,4700 1790 14,6490
INCOME (LOSS) BEFORE TRANSFERS (241,897)0 28,4320 (354,937)0 (568,402)0 179 (568,223)0
Interfunddransferséne 138,000 - - 138,0000 - 138,0000
CHANGE IN NET ASSETS (103,897)0 28,4320 (354,937)0 (430,402)0 1790 (430,223)0
NET ASSETS, JULY 1, 2008 21,0450 597,0650 397,4750 1,015,5850 72,2660 1,087,851e
NET ASSETS, JUNE 30, 2009 $o (82,852) %o 625,497  $eo 42,538 $o 585,183 %o 72,4450 $o 657,628

The notes to financial statements are an integral part of this statement.o
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SANTA BARBARA SCHOOL DISTRICTS
Statement of Cash Flows — Proprietary Funds
For the Fiscal Year Ended June 30, 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Cashareceiveddromassessmentsenadedo@therdundse
Cashgpaymentsdorgayroll,dnsuranceaand@peratingeostse

Neteashaiseddy@peratingactivitiese

CASH FLOWS FROM RELATED FINANCING ACTIVITIES

Interfunddransferdne

Neteasherovideddyaelateddinancingactivitieso

CASH FLOWS FROM INVESTING ACTIVITIES
Interestedpndnvestmentse

Neta@asheprovideddydnvestingactivitieso
Netdncreasednaashe

Cash,dulyd, 20080

Cash,dune830,20090

Reconciliation@f@peratingdossdoametaasheprovidedo
by@peratingeactivities:o
Operatingdosse
Adjustmentsdoaeconcilewperatingdoss toameteashe
provideddy®peratingactivities:o
Changesdnassetsanddiabilities:o
Increasednaccountsaeceivableo
Decreasednaluedromtherdundse
Decreasedndnventorye
Decreasednaccountsepayableeandeurrentdiabilitiese
Inceasednelaimsdiabilitye
Increasednaluedrometherdundse

Neteashaiseddy@peratingactivitieso

The notes to financial statements are an integral part of this statement.o

24

Governmentalo

Activities:o

Internal&erviceo

Funde

$o

955,5250
(964,105)0

(8,580)0

138,0000

138,0000

14,649

14,6490

144,069¢

741,578

$o

885,6470

$o

(582,872)0

(39,355)0
53,4730
47,4520

(66,972)0
84,2040

495,4900

$o

(8,580)0




SANTA BARBARA SCHOOL DISTRICTS
Statement of Fiduciary Net Assets — Agency Funds
June 30, 2009

Assets
Casho
Otheraurrentassetse

Total Assets
Liabilities

Accountsepayableo
Duedostudentggroupse

Total Liabilities

The notes to financial statements are an integral part of this statement.o
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Agencyo
Fundse
Studente
Bodydiundse

%o 926,366
3,190
$o 929,556
$o 33,9410
895,615
$o 929,556




SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

A.o Reporting Entitye

C.o

The Santa Barbara School Districts (the “District”) was organized under the laws of the State ofe
California.eThe District operates under a locally elected five-member Board form of government ande
provides educational services to grades K-12 as mandated by the State.eThe District operates eighte
elementary schools, three charter schools, two alternative schools, one community academy, 15¢
children’s after school child care centers, four junior high schools, three high schools, foure
continuation schools, home school programs and one community day school.e

A reporting entity is comprised of the primary government, component units, and othere
organizations that are included to ensure the financial statements are not misleading.eThe primaryeo
government of the District consists of all funds, departments, boards, and agencies that are not legallyo
separate from the District.oFor the District, this includes general operations, food service, ande
student-related activities.o

Component Unitse

Component units are legally separate organizations for which the District is financially accountable.o
Component units may also include organizations that are fiscally dependent on the District, in thate
the District approves their budget, the issuance of their debt or the levying of their taxes.eIn addition,e
component units are other legally separate organizations for which the District is not financiallye
accountable but the nature and significance of the organization’s relationship with the District is suche
that exclusion would cause the District’s financial statements to be misleading or incomplete.oFore
financial reporting purposes, the component units have a financial and operational relationshipe
which meets the reporting entity definition criteria of the Governmental Accounting Standards Boarde
(GASB) Statement No. 14,elhe Financial Reporting Entity, and thus are included in the financialo
statements of the District.o

Charter Schoolse

Thedistrict has approved charters for Peabody Charter School, Cesar Chavez Charter School, ande
Santa Barbara Elementary Charter and Santa Barbara Middle Charter Schools pursuant to Educatione
Code Section 47605.0Peabody Charter School is governed by an independent Governing Council ande
operated by staff at the school site; its financial activities are not included.eThe Cesar Chavez ande
Santa Barbara Charter Schools are operated by the District, and its financial activities are presented ine
the Charter School special revenue fund.eCesar Chavez and Santa Barbara Charter Schools areo
operated by staff at the charter schools and considered blended component units of the District. Theo
District receives revenue@n behalf of Cesar Chavez and Santa Barbara Charter Schools, which ite
passes on the Charters.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

D.o Accounting Policiese

E.o

The District accounts for its financial transactions in accordance with the policies and procedures ofe
the Department of Education'seCalifornia School Accounting Manual. The accounting policies of theo
District conform to generally accepted accounting principles as prescribed by the Governmentale
Accounting Standards Board (GASB) and the American Institute of Certified Public Accountantse
(AICPA).0

Basis of Presentatione

Government-wide Financial Statements:

The government-wide financial statements (i.e., the statement of net assets and the statement ofe
activities) report information on all of the nonfiduciary activities of the District.eInternal Service Funde
activity is eliminated to avoid doubling revenues and expenses.o

The government-wide statements are prepared using the economic resources measurement focus.o
This is the same approach used in the preparation of the proprietary fund and fiduciary funde
financial statements but differs from the manner in which governmental fund financial statements areo
prepared.eGovernmental fund financial statements, therefore, include reconciliation with briefe
explanations to better identify the relationship betweendhe government-wide statements and theo
statements for the governmental funds.e

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfunde
activities, payables, and receivables.oAll internal balances in the Statement of Net Assets ande
Statement of Activities have been eliminated, including due to/from other funds and transfers in/out.o

The government-wide statement of activities presents a comparison between direct expenses ande
program revenues for each function or program of the District’s governmental activities.oDirecto
expenses are those that are specifically associated with a service, program, or department and areo
therefore clearly identifiable to a particular function.eThe District does not allocate indirect expensese
to functions in the statement of activities.oProgram revenues include charges paid by the recipients ofe
goods or services offered by a program, as well as grants and contributions that are restricted toe
meeting the operational or capital requirements of a particular program.eRevenues which are note
classified as program revenues are presented as general revenues of the district, with certaine
exceptions.eThe comparison of direct expenses with program revenues identifies the extent to whiche
each governmental function is self-financing or draws from the general revenues of the District.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

E.o Basis of Presentation (continued)e

Fund Financial Statements:

Fund financial statements report detailed information about the District.eThe focus of governmentale
fund financial statements is on major funds rather than reporting funds by type. Each majore
governmental fund is presented in a separate column, and all non-major funds are aggregated intoe
one column.eThe Internal Service Fund is presented on the proprietary fund statements.oFiduciarye
funds are reported by fund type.o

The accounting and financial treatment applied to a fund is determined by its measurement focus.e
All government funds are accounted for using a flow of current financial resources measuremente
focus.e

With this measurement focus, only current assets and current liabilities are generally included on thee
balance sheet.oThe Statement of Revenues, Expenditures, and Changes in Fund Balances for theseo
funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditurese
and other financing uses) in net current assets.o

All proprietary fund types are accounted for on a flow of economic resources measurement focus.o
With this measurement focus, all assets and all liabilities associated with the operation of these fundse
are included on the proprietary fund’s Statement of Fund Net Assets.oThe Statement of Revenues,o
Expenses, and Changes in Fund Net Assets for proprietary funds present increases (i.e., revenues)o
and decreases (i.e., expenditures) in net total assets.oThe Statement of Cash Flows providese
information about how the District finances and meets theaash flow needs of its proprietaryeo
activities.e
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

E.o Basis of Presentation (continued)e

Fund Financial Statement (continued):

Proprietary funds distinguish operating revenues and expenses fromaon operating items. Operatinge
revenues and expenses generally@esultdrom providing services and producing and delivering goodse
in connection with a proprietary fund’s principal ongoing operations.eThe principal operatinge
revenues of the internal service fund are charges to other funds for self insurance costs.eOperatinge
expenses for internal service funds include the costs of insurance premiums and claims related to self-
insurance.e

The District applies all GASB pronouncements, as well as the Financial Accounting Standards Boarde
(FASB) pronouncements issued on or before November 30, 1989, unless those pronouncementso
conflict with or contradict GASB pronouncements.o

Fiduciary funds are reported using the economic resources measurement focus.eFiduciary funds aree
excluded from the government-wide financial statements because they do not represent resources ofo
the District.e

Basis of Accountinge

Basis of accounting refers to when revenues and expenditures or expenses are recognized in theo
accounts and reported in the financial statements.oGovernment-wide financial statements areo
prepared using the accrual basis of accounting.eGovernmental funds use the modified accrual basise
of accounting.eProprietary and fiduciary funds use the accrual basis of accounting.o

Revenues — exchange and non-exchange transactions:e

Revenue resulting from exchange transactions, in which each party gives and receives essentiallyo
equal value, is recorded under the accrual basis when the exchange takes place.eOn a modifiede
accrual basis, revenue is recorded in the fiscal year in which the resources are measurable ande
become available.o” Available” means the resources will be collected within the current fiscal year ore
are expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscalo
year.eFor the District, “available” means collected within the current period or within 60 days aftere
year end.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

F.e Basis of Accounting (continued)e

Revenues- (continued)

Non-exchangedransactions, inewhichehe District receives valueewithoutalirectly giving equal value ine
return, include property taxes, grants, and entitlements.eUnder the accrual basis, revenue frome
property taxes is recognized in the fiscal year for which the taxes are levied.oRevenue from grants ande
entitlements is recognized in the fiscal year in which all eligibility requirements have been satisfied.o
Eligibility requirements include timing requirements, which specify the year when the resources are toe
be used or the fiscal year when use is first permitted;anatching requirements, in which the Districte
must provide local resources to be used for a specific purpose; and expenditure requirements, ine
which the resources are provided to the District on a reimbursement basis.oUnder the modifiede
accrual basis, revenue from non-exchange transactions must also be available before it can bee
recognized.o

Deferred revenue:o

Deferred revenue arises when assets are received before revenue recognition criteria have beene
satisfied.eGrants received before eligibility requirements are met are recorded as deferred revenue.o
On governmental fund financial statements, receivables associated with non-exchange transactionse
that will not be collected within the availability period have also been recorded as deferred revenue.o

Expenses/expenditures:

On the accrual basis of accounting, expenses are recognized at the time a liability is incurred. On theo
modified accrual basis of accounting, expenditures are generally recognized in the accounting periode
in which the related fund liability is incurred, as under the accrual basis of accounting.eHowever,e
under the modified accrual basis of accounting, debt service expenditures, as well as expenditurese
related to compensated absences and claims and judgments, are recorded only when payment is due.o
Allocations of cost, such as depreciation and amortization, are not recognized in the governmentalo
funds.e

When both restricted and unrestricted resources are available for use, it is the District’s policy to usee
restricted resources first, then unrestricted resources as they are needed.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

G.o Fund Accountinge

The accounts of the District are organized on the basis of funds, each of which is considered to be ao
separate accounting entity.eThe operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures.e
District resources are allocated to and accounted for in individual funds based upon thegurpose fore
which they are to be spent and the means by which spending activities are controlled.eThe District’se
accounts are organized into major, non-major, proprietary funds and fiduciary funds as follows:e

Major Governmental Funds:

o  ThedGeneral Fund is the general operating fund of the District.olt is used to account for all
financial resources except those required to be accounted for in another fund.

o  ThedBuilding Fund exists primarily to account separately for proceeds from the sale of bondse
(Education Code Section 15146) and may not be used for any purposes other than those for whiche
bonds were issued.o

o ThedBond Interest and Redemption Fund is used for the repayment of bonds issued for a districte
(Education Code Sections 15125-15262)e

Non-Major Governmental Funds:

e Special Revenue Funds are established to account for the proceeds from specific revenue sourcese
other thandrust or for major capital projects) that are restricted to the financing of particulare
activities:e®

1. Charter School Special Revenue Fund is used to account separately for the activities of districte
operated charter school that would otherwise be reported in the authorizing District’se
General Fund.e

2. Child Development Fund is used to account separately for Federal, State, and local revenues toe
operate child development programs and is to be used only for expenditures for thee
operation of child development programs.o

3. Cafeteria Special Revenue Fund is used to account separately for Federal, State, and locale
resources to operate thedood service program and is only used for those expenditurese
authorized by the governing board as necessary for the operation of the District’s food serviceo
program.e

4. Deferred Maintenance Fund is used to account separately for State apportionments and theo
District’s contributions for deferred maintenance purposes (Education Code Section 17582-
17587) and for items of maintenance approved by the State Allocation Board.e

5. Retiree Benefits Special Reserve Fund is used to account for funds set aside for board designatede
employee retirement costs.e
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

G.o Fund Accounting (continued)e

o  Capital Projects Funds are established to account for financial resources to be used for thee
acquisition or construction of major capital facilities (other than those financed by proprietaryo
funds and trust funds).o

1. TheeCapital Facilities Fund is used to account for resources received from developer impacto
fees assessed under provisions of the California Environmental Quality Acte

2. State School Building Lease-Purchase Fund is used to account separately for Stateo
apportionments for the reconstruction, remodeling, or replacing of existing school buildingse
or the acquisition of new school sites and buildings, as provided in the Leroy F. Greene Stateo
School Building Leasee-Purchase Law of 1976 (Education Code Section 17000 et seq.)o

3. County School Facilities Fund is established pursuant to Education Code Section 17070.43 toe
receive apportionments from the 1998 State School Facilities Fund (Proposition 1A), the 2002¢
State School Facilities Fund (Proposition 47), or the 2004 State School Facilities Funde
(Proposition 55) authorized by the State Allocation Board for new school facility construction,o
modernization projects, and facility hardship grants, as provided in Leroy F. Greene Schoole
Facilities Act of 1998 (Education Code Section 17070 et seq.)..®

4. Special Reserve Fund for Capital Outlay Projects exists primarily to provide for accumulation ofe
General Fund monies for capital outlay purposes (Education Code Section 428408).0

Proprietary Funds:

o Proprietary fund reporting focuses on the determination of operating income, changes in nete
assets, financial position, and cash flows.eThe District applies all GASB pronouncements, as wello
as the Financial Accounting&tandards Board pronouncements issued on or before November 30,0
1989, unless those pronouncements conflict with or contradict GASB pronouncements.o
Proprietary funds are classified as enterprise or internal service.eThe District has the followinge
proprietary funds:e

0 Internal Service Funds are used to account for services rendered on a cost-reimbursemente
basis within the District.eThe District maintains two internal service funds, the Self-
Insurance Internal Service Fund, which is more fully discussed in Note 11, and thee
Warehouse Revolving Fund.e
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

G.e Fund Accounting (continued)e

Fiduciary Funds

o Fiduciary fund reporting focuses on net assets and changes in net assets.oThe fiduciary funde
category is split into four classifications:epension trust funds, investment trust funds, private-
purpose trust funds, and agency funds.e

e Trust funds are used to account for the assets held by thedistrict undera trust agreement fore
individuals, private organizations, or otherezovernments and are therefore, not available toe
support the District’s own programs.oThe District has no trust funds.eAgency funds are custodiale
in nature (assets equal liabilities) and do not involve measurement of results of operations.eTheo
District’s agency fund account for student body activities (ASB).e

H.o Encumbrancese
Encumbrance accounting is used in all budgeted funds to reserve portions of applicablee
appropriations for which commitments have been made.oEncumbrances are recorded for purchaseo
orders, contracts, and other commitments when they are written.eEncumbrances are liquidated whene

the commitments are paid.eAll encumbrances are liquidated as of June 30.0

I. Budgets and Budgetary Accountinge

Annual budgets are adopted on a basis consistent with generally accepted accounting principles fore
all government funds.eBy state law, the District's governing board must adopt a budget no later thane
July 1.eA public hearing must be conducted to receive comments prior to adoption.eThe District'se
governing board satisfied these requirements.o

These budgets are revised by the District's governing board during the year to give consideration toe
unanticipated income and expenditures.elt is the final revised budget that is presented in theo
financial statements.o

Formal budgetary integration was employed as a management control device during the year for alle

budgeted funds.eThe District employs budget control by minor object and by individuale
appropriation accounts.eExpenditures cannot legally exceed appropriations by major object account.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

J.o Assets, Liabilities, and Equitye

l.o Cash and Cash Equivalentse

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with original maturities of three months or less from the date of acquisition.eCashe
held in the county treasury is recorded at cost, which approximates fair value, in accordance withe
GASB Statement No. 31.@

2.0 Stores Inventoriese

Inventories are recorded using the purchases method in that the cost is recorded as an expenditure ate
the time the individual inventory items are requisitioned.eInventories are valued at average cost ande
consist of expendable supplies held for consumption.eReported inventories are equally offset by a funde
balance reserve, which indicates that these amounts are not “available for appropriation ande
expenditure” even though they are a component of net current assets.o

3.0 Capital Assetso

The accounting and reporting treatment applied to the capital assets associated with a fund ise
determined by its measurement focus.eCapital assets are reported in the governmental activitieso
column of the government-wide statement of net assets, but are not reported in the fund financiale
statements.o

Capital assets are capitalized at cost (or estimated historical cost) and updated for additions ande
retirements during the year.eDonated fixed assets are recorded at their fair market values as ofe
the date received.oThe District maintains a capitalization threshold of $5,000.0The District doeso
not own any infrastructure as defined in GASB No. 34.eImprovements are capitalized; the costs ofe
normal maintenance and repairs that do not add to the value of the asset or materially extend ane
asset’s life are not capitalized.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

J.o Assets, Liabilities, and Equity (continued)e

3.0

4.0

5.0

Capital Assets (continued)e

All reported capital assets, except for land and construction in progress, are depreciated.o
Improvements are depreciated over the remaining useful lives of the related capital assets.o
Depreciation is computed using the straight-line method over the following useful lives:o

Descriptione Estimated Livese
Buildings and Improvementse 5-50 yearse
Furniture and Equipmente 2-15 yearse
Vehicleso 8 yearse

Deferred Revenueo

Cash received for federal and state special projects and programs is recognized as revenue to theo
extent that qualified expenditures have been incurred.eDeferred revenue is recorded to the extento
cash received on specific projects and programs exceed qualified expenditures.o

Compensated Absencese

Accumulated unpaid vacation benefits are accrued as a liability on the government-wideo
statement of net assets as the benefits are earned.oFor governmental funds, unpaid compensatede
absences are recognized as a fund liability only upon the occurrence of relevant events such aso
employee resignation and retirements that occur prior to year end that have not yet been paide
with expendable available financial resources.oThese amounts are recorded as accounts payablee
in the fund from which the employees who have accumulated leave are paid.o

Accumulated sick leave benefits are not recognized as liabilities of the District. The District'se
policy is to record sick leave as an operating expense in the period taken because such benefits doe
not vest, nor is payment probable; however, unused sick leave is added to the creditableservicee
period for calculation of retirement benefits when the employee retires.o

Long-Term Obligationse

In the government-wide financial statements, long-term debt and other long-term obligations areo
reported as liabilities in the Statement of Net Assets.o
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

J.o Assets, Liabilities, and Equity (continued)e

7.0

Fund Balance Reserves and Designationse

Reservations of the ending fund balance indicate the portions of the fund balance note
appropriable for expenditure or amounts legally segregated for a specific future use.o
Designations of the ending fund balance indicate tentative plans for financial resource utilizatione
in a future period.e

Net Assetso

Net assets represent the difference between assets and liabilities.oNet assets invested in capitale
assets,met of related debt consists of capital assets, net of accumulated depreciation, reduced bye
the outstanding balances of any borrowings used for the acquisition, construction ore
improvements of those assets.oNet assets are reported as restricted when there are limitationse
imposed on their use through external restrictions imposed by donors, grantors, or laws ore
regulations of other governments.o

K.e Revenue Limit/Property Taxe

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

The county is responsible for assessing, collecting, and apportioning property taxes.oTaxes are leviedo
for each fiscal year on taxable real and personal property in the county.oThe levy is based on theo
assessed values as of the preceding March 1, which is also the lien date.oProperty taxes on thee
secured roll are due on November 1 and February 1, and taxes become delinquent after December 10o
and April 10, respectively.oProperty taxes on the unsecured roll are due on the lien date (March 1)@
and become delinquent if unpaid by August 31.e
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

K.e Revenue Limit/Property Tax (continued)e

Secured property taxes are recorded as revenue when apportioned, in the fiscal year of the levy.oTheo
county apportions secured property tax revenue in accordance with the alternative method ofe
distribution prescribe by Section 4705 of the California Revenue and Taxation Code.oThis alternatee
method provides for crediting each applicable fund with its total secured taxes upon completion ofe
the secured tax rolle- approximately October 1 of each year.o

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

The California Department of Education reduces the District’s entitlement by the District’s locale
property tax revenue.oThe balance is paid from the state General Fund, and is known as the Stateo
Apportionment.®

The District’s Base Revenue Limit is the amount of general purpose tax revenue, per average dailye
attendance (ADA), that the District is entitled to by law.eThis amount is multiplied by the seconde
period ADA to derive the District’s total entitlement.o

Budgetary Datae

The budgetary process is prescribed by provisions of the California Education Code and requires theo
governing board to hold a public hearing and adopt an operating budget no later than July 1 of eache
year.oThe District governing board satisfied these requirements.eThe adopted budget is subject too
amendment throughout theeyear to give consideration to unanticipated revenue and expenditurese
primarily resulting from events unknown at the time of budget adoption with the legal restrictione
that expenditures cannot exceed appropriations by major object account.o

The amounts reported as the original budgeted amounts in the budgetary statements reflect thee
amounts when the original appropriations were adopted.oThe amounts reported as the finale
budgeted amounts ing¢he budgetary statements reflect the amounts after all budget amendments havee
been accounted for.oFor purposes of the budget, on behalf payments have not been included aso
revenue and expenditures as required under generally accepted accounting principles.o

M.oUse of Estimateso

The preparation of financial statements in conformity with generally accepted accounting principlese
requires management to make estimates and assumptions that affect the reported amounts of assetse

and liabilities and disclosure of contingent assets and liabilities at the date of the financial statementse
and the reported amounts of revenues and expenditures during the reporting period.oActual resultso
could differ from those estimates.o
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

N.o New GASB Pronouncementseo

During the 2008-09 fiscal year, the following GASB Pronouncements became effective for the District.o

GASB Statement No. 45¢- In June 2004, the Governmental Accounting Standards Board (GASB)e
issued Statement No. 45,Accounting and Financial Reporting by Employers for Postemployment Benefits
Other Than Pensions. The pronouncement requires employers providing postemployment benefits,®
commonly referred to as other postemployment benefits, or OPEB, to recognize and account for theo
costs of providing these benefits on an accrual basis and provide footnote disclosure on the progresso
toward funding the benefits.o

GASB Statement No. 49e-@Accounting and Financial Reporting for Pollution Remediation Obligations wase
issued in November, 2006.0This statement addresses standards for obligations to address the currente
or potential detrimental effects of existing pollution by participating in pollution remediatione
activities such as site assessments and cleanups.oThis statement is not expected to have any financiale
impact on the District.o

GASB Statement No. 52¢- Land and Other Real Estate Held as Investments by Endowments was issued ine
November, 2007.0The statement establishes consistent standards for the reporting of land and othere
real estate held as investments by endowments and similar entities, such as pension and othere
postemployment benefit plans, external investment pools, and deferred compensation plans.elte
requires land and other real estate held to be reported at fair value.eThis statement is not expected toe
have any financial impact on the District.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 2 —- DEPOSITS AND INVESTMENTS

Summary of Deposits and Investmentse

Deposits and investments as of June 30, 2009 are classified in the accompanying financial statements ase
follows:o

Governmentalo Fiduciarye
Fundse Proprietary Fundse Fundse Totale
Cashdnaountydreasuryeo $o 21,055,1850 $o 765,647 %o - $021,820,8320
Cash@ndandenddndankse 10,0000 - 926,3660 936,3660
Cashewithdiscalagento 2,935,989« - - 2,935,98%¢
Cashdneevolvingdunde 9,0000 110,000 - 119,000
Collectionsawaitingaleposite 3,6260 - - 3,6260
Investmentse - 10,0000 - 10,0000
Totalalepositse $o 24,013,800 $o 885,647 %o 926,3660 $025,815,8130

PolicieseandPracticese

The District is authorized under California Government Code to make direct investments in local agencye
bonds, notes, or warrants within the State; U.S. Treasury instruments; registered State warrants ore
treasury notes; securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper;o
certificates of deposit placed with commercial banks and/or savings and loan companies; repurchase ore
reverse repurchase agreements; medium term corporate notes; shares of beneficial interest issued byo
diversified management companies, certificates of participation, obligations with first priority security;e
and collateralized mortgage obligations.o

Cash in County Treasury — The District is considered to be an involuntary participant in an externale
investment pool as thedistrict is required to deposit all receipts and collections of monies with theire
County Treasurer (Education Code Section 41001).eThe fair value of the District’s investment in the poole
is reported in the accounting financial statements at amounts based upon the District’s pro-rata share ofe
thedairevalue provided by the County Treasurer for the entire portfolio (in relation to the amortized coste
of that portfolio).eThe balance available for withdrawal is based on the accounting records maintained bye
the County Treasurer, which is recorded on the amortized cost basis.o
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NOTE 2 - DEPOSITS AND INVESTMENTS (continued)

General Authorizationse

Except for investments by trustees of debt proceeds, the authority to invest District funds deposited withe
the county treasury is delegated to the County Treasurer and Tax Collector.eAdditional informatione
about the investment policy of the County Treasurer and Tax Collector may be obtained from its web site.o
The table below identifies some of the investment types permitted in the investment policy:e

Maximume Maximume Maximume
Authorizede Remaininge Percentageo Investmente
Investment Typeo Maturitye of Portfolioe in One Issuere
Local Agency Bonds, Notes, Warrantse 5 yearso Noneo Nonee
Registered State Bonds, Notes, Warrantse 5 yearse Noneo Nonee
U.S. Treasury Obligationse 5 yearso Nonee Noneeo
U.S. Agency Securitieso 5 yearso Noneo None
Banker’s Acceptanceo 180 dayse 40%o 30%
Commercial Papere 270 dayse 25%e 10%
Negotiable Certificates of Deposite 5 yearso 30%e None
Repurchase Agreementse 1 yeare Noneeo None
Reverse Repurchase Agreementse 92 dayse 20% of baseo None
Medium-Term Corporate Noteso 5 yearse 30%e None
Mutual Fundse N/Ae 20%e 10%
Money Market Mutual Fundse N/Aeo 20%e 10%
Mortgage Pass-Through Securitieso 5 yearse 20%e None
County Pooled Investment Fundse N/Aeo Noneo None
Local Agency Investment Fund (LAIF)e N/Ae Noneo None
Joint Powers Authority Poolse N/Ae Noneo None
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NOTE 2 - DEPOSITS AND INVESTMENTS (continued)

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are describedo
below:e

Interest Rate Riske
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of ane
investment.oGenerally, the longer the maturity of an investment, the greater the sensitivity of its faire

value to changes in market interest rates.oThe District manages its exposure to interest rate risk bye
investing in the County Treasury.eThe District maintains an investment with the Santa Barbara Countye
Investment Pool with a fair value of approximately $22,012,822 and an amortized book value ofe
$21,820,832.0The average weighted maturity for this pool is 296 days.eThe District also maintains cashe
with a fiscal agent at US Bank in a money market account with a fair value of approximately $2,935,989%¢
and an amortized book value of $2,935,989.0

Credit Riske

Crediteiskds the risk that an issuer of an investment will not fulfill its obligation to the holder of theo
investment.oThis is measured by the assignment of a rating by a nationally recognized statistical ratinge
organization.eThe investment with the Santa Barbara County Investment Pool is rated AAAf by Standarde
& Poor’s Rating Services.o

Custodial Credit Riske- Depositse
Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not bee
returned to it. The California Government Code requires that a financial institution secure deposits madeo

by State or local governmental units by pledging securities in an undivided collateral pool held by ae
depository regulated under State law (unless so waived by the governmental unit).eThe market value ofe
the pledged securities in the collateral pool must equal at least 110 percent of the total amount depositede
by the public agencies.eCalifornia law also allows financial institutions to secure public deposits byo
pledging first trust deed mortgage notes having a value of 150 percent of the secured public deposits ande
letters of credit issued by the Federal Home Loan Bank of San Francisco having a value of 105 percent ofe
the secured deposits.eAs of June 30, 2009, none of the District'sdbank balance was exposed to custodiale
credit risk.o

Concentration of Credit Riske

Thednvestment policy of the District contains no limitations on the amount that can be invested in anye
one issuer beyond the amount stipulated by the California Government Code.oDistrict investments thate
are greater than 5 percent of total investments are in either an external investment pool or mutual fundse
and are therefore exempt.o
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NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable as of June 30, 2009 consist of the following:e

Bonddnteresto Non-Majore Selfe Totale
Generalo andRedemptione Governmentale Insurances  Governmentale
Funde BuildingdFunde Funde Fundse Funde Activitieso
FederaldGovernmente $o 5,098,9650  $o - $o - $o 400,2240 %o - $o 5,499,189
StatedGovernmente 2,469,077 - - 359,1490 - 2,828,2260
LocaldGovernmento 5,383,2540 7,5740 20,1970 801,8720 308,1650 6,521,0620
Totalo $o 12,951,2960 $o 75740 $o 20,1970 $o 1,561,2450 $o 3081650 %o 14,848 4770

NOTE 4 - FUND BALANCES/NET ASSETS

The fund balances/net assets are designated or restricted as of June 30, 2009, as shown by fund:e

Economic Uncertaintiese

Totale

General Funde

$o

3,654,287

%o

3,654,287
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NOTE 5 - CAPITAL ASSETS AND DEPRECIATION

Capitalassetactivitydordhediscaloyearendedduned30,2009dsshowndelow:o

Lande

Sitedmprovementse
Buildingseanddmprovementso
Furnitureandequipmente
Workdneprogresse

Totalaténistoricalaoste

Lesseaccumulatedalepreciation:e
Sitedmprovementse
Buildingsenddmprovementso
Furnitureeandequipmento

Totalaccumulatedalepreciatione

Governmentalactivitieseapitalassets,aeto

Beginninge Endinge
Balancee Balanceo
Julyd, 20080 Additionse Deletionse Juned0,2009e

$o  1,537,1760 $o - $o - $o 1,537,1760
1,873,2170 253,5580 - 2,126,7750
171,466,211e 17,744,1950 - 189,210,4060
4,552,7440 382,331 - 4,935,0750
29,015,984 7,087,1240 17,997,7530 18,105,3550
208,445,3320 25,467,2080 17,997,753e 215,914,787
1,740,938 27,4450 - 1,768,383
34,727,949 3,707,0840 - 38,435,0330
3,412,8510 12,4160 - 3,425,2670
39,881,7380 3,746,9450 - 43,628,6830
$o 168,563,5940 $o 21,720,2630 $o 17,997,7530 $o 172,286,1040
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NOTE 6 - INTERFUND ACTIVITIES

Interfund activity is reported as loans, service-provided reimbursements, or transfers.oLoans are reportede
as interfund receivables and payables as appropriate and are subject to elimination upon consolidation.e

Services provided, deemed to be at market or near market rates, are treated as revenues ande

expenditures/expenses.oReimbursements are when one fund incurs a cost, charges the appropriatee
benefiting fund, and reduces its related cost as a reimbursement.eAll other interfund transactions aree
treated as transfers.oTransfers among governmental or proprietary funds are netted as part of theo

reconciliation to the government-wide financial statements.o

A.o Due to Other Fundse

Amounts Due to Other Funds at June 30, 2009 are as follows:®

Due To Other Fundse
Non-Majore Internale
Generalo Buildinge Governmentale Serviceo
Funde Funde Fundse Fundse Totale

Generaldunde $o (3,783)0 %o 8,1900 $o 4,671,3050 $o 495,6880 %o  5,171,4000
BuildingFunde 870 - - - 870
OtherdGovernmentaldundse 1,114,2330 - - - 1,114,2330
Internal®ervice Fundse 441,3950 - - - 441,3950

Totale $o  1,551,9320 $o 8,1900 $o 4,671,3050 $o 495,6880 %o  6,727,1150
Due fromdhedGeneraldunddodhe Charterchooldunddorexpenseso $@ 163,578e
Due fromdhedGeneraldunddodhe Child Developmentdor indirectarost,dransportation,¢rinting, postage,eand employeedenefitse 266,131e
Due fromedhedGeneraldunddodhe Cafeteria Funddoraateringe 4,6680
Due fromehedGeneraldunddodhe Deferred Maintenancedoraleferred maintenanceaelated expensese 3750
Due fromehedGeneraldunde¢oehe Buildingdunddoreprojectse 870
Due frome¢hedGeneralédfundeoghe Capital Facilitiesdfundemployee benefitse 8le
Due frome¢theoGeneral Funddoghe«County School Facilitiesdfunddoreprojectse 63,1700
Due frome¢theoGeneral Fundd¢oghedVarehouseRevolvingdund for inventorye 31,4440
Due fromdhedGeneraldunddodhe Selfdnsurancedund fordank interest and workerseompensationo 409,9510
Due fromdhedGeneraldfunddodhe RetireedBenefitsdfunddoremployeedenefitso 616,2300
Due fromdhedGeneraldunddodhe General Fundeostse (3,783)e
Due fromehedCharteréschool Fund todhedGeneraldunddorexpenseso 655,7290
Due fromehedChilddevelopmentdunddodhedGeneraldund foremployeedenefitso 375,8670
Due fromdhedCafeteriadfunddodhe General Funddordndirect cost,anaintenance,erinting, postage,aand employeedenefitso 1,417,518
Due frome¢hedeferredMaintenancediunddo thedGeneraldfund for@xpensese 24,9750
Due frome¢heduildingdFunddodhedGeneraldunddorexpensee 8,190e
Due fromethe«Capitaldacilities Fund to¢hedGeneraldrunddoreprinting, postage, enaintenanceexpenditures and employee benefitse 7,1850
Due fromdhedtatedschool Building Leasedfund todhedGeneral Fund for printing,gpostage,anaintenance@xpenditures and employee benefitso 31,5930
Due fromdhe®pecialReservedordCapitalddutlaydund todhedGeneral Fund for printing,gostage,eand employeedenefitso 31,5750
Due fromdhedNarehouseRevolving FunddodhedGeneraldunddorgrinting,ostage, and employee benefitse 77,6880
Due fromdheelf InsurancedFunddodhedGeneraldiund foraetirementdenefitse 418,0000
Due fromdheeRetiree Fund toeGeneraldFunddoreaetiree coste 2,126,8630

Totale $o  6,727,1150

44



SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 6 - INTERFUND ACTIVITIES (continued)

B. Interfund Transferse

Amounts transferred from other funds in 2008-09 are as follows:®

Interfund Transfer Ine

Othero Internale
Buildinge Governmentale Serviceo
Funde Fundse Fundse Totale

General Funde $o - $o 1,017,9900 $o 138,0000 $o 1,155,990
Building Funde 80,7740 - - 80,7740
Other GovernmentaldFundse - 94,1760 - 94,1760
Total $o 80,7740 $o 1,112,1660 $o 138,0000 $o 1,330,9400
Transfer from the General Fund to the Charter Schools Fund for State Fiscal Stabilization Fundse $o 130,988e
Transfer from the General Fund to the Child Development Fund to cover operating deficite 263,5590

Transfer from the General Fund to the Deferred Maintenance Fund for prior year and current yeare
contributionse 623,4430
Transfer from the General Fund to the Self-Insurance Fund to cover operating costs 138,000
Transfer from the Building Fund to the Building General Obligation Sub Fund to transfer cash balancee 80,7740

Transfer from the State School Building Lease/Purchase Fund to theeCounty School Facilities Fund toe

transfer fund balancee 31,0240

Transfer from the County School Facilities Fund to the Special Reserve for Capital Outlay Fund fore
expenditurese 31,5760

Transfer from the Special Reserve for Capital Outlay Fund to the County School Facilities Fund fore
expenditureso 31,5760
Totale $o 1,330,9400

NOTE 7 - TAX AND REVENUE ANTICIPATION NOTES (TRANS)

Ondune4,62008,¢theeDistrictdssueddb12,000,000el axeandeRevenueeAnticipationeNotesdearingeinteresteato
3.00epercent.eo Theenoteseweresissuedetoesupplementecasheflows.e Interesteandeprincipalewereedueeande
payableeonduned30,2009.0BydVay2009,eheeDistrictehadeplacedel 00epercentefeprincipalanddnterestdneane
irrevocableetrusteforetheesoleepurposeenfesatisfyingetheenotes.o TheeDistrictewasenoterequiredetoemakeeanyeo
additionalepaymentseonetheanotes.o Asahedistrictehasdneasubstancealefeasedahealebt,ethedaxanticipatione
notes and related accrued interest and cash held in trust are not included in these financial statements.o
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NOTE 8 - GENERAL LONG-TERM DEBT

A schedule®f changes in long-term debt for thediscal year ended June 30, 2009 is shown below.o

Balance Balance Due Within
July 1, 2008 Additions Deductions June 30, 2009 One Year
General obligation bondse $o  92,870,0000 $o - $o 2,705,0000 $o 90,165,0000 $o 2,870,0000
Premium on issuancee 1,043,971 - 54,6140 989,357 54,6140
Accumulated vacatione 1,285,5940 351,771 - 1,637,3650 -
Supplemental early retirement plane - 425,0000 - 425,0000 425,0000
Other postemployment benefitse - 1,203,325 1,203,3250 - -
$o  95,199,5650 $o 1,980,0960 $o 3,962,93%90 $o 93,216,7220 $o 3,349,6140
Bonded Debte
The outstanding general obligation bonded debt is as follows:o
Bondse Bondse
Outstandingdulye Outstandinggunee DuedNithindOneo
Maturitydateo InterestRateo Originaldssueo 1,20080 Additionse Redeemedo 30,2009¢ Yearo
8/1/20280 4.75%- 7.75%0 $o 15,000,0000  $o 360,0000 - $o 360,0000 $o - $o -
8/1/20300 5.25%-5.63%© 25,000,0000 1,055,0000 - 515,0000 540,0000 540,0000
8/1/2029¢ 1.75%-4.89%@ 21,000,0000 19,885,000@ - 575,000 19,310,000 595,000
8/1/2029¢ 1.92%-4.60%o 10,000,0000 9,735,0000 - 270,0000 9,465,0000 280,0000
8/1/20260 1.75%-4.65%e 5,435,0000 4,865,0000 - 180,0000 4,685,0000 190,0000
8/1/20300 2.69%-4.55%0 21,000,0000 20,055,0000 - 545,0000 19,510,0000 560,0000
8/1/20240 4.00%-5.00%0 13,265,0000 13,265,0000 - 75,0000 13,190,0000 480,000
8/1/2028o 4.00%-5.00%e 23,650,0000 23,650,0000 - 185,0000 23,465,0000 225,0000
$o  134,350,0000 $o 92,870,0000 $o - $o 2,705,0000  $o 90,165,0000 $o 2,870,0000
1998, HeriesA o

IneAugust 1998, the District received the proceeds of its 1998 Election Series A Bonds, which totalede
$15,000,000.0Proceeds from the bonds will be used for the purpose of financing the addition ande
modernization of school facilities.eThe bonds were issued in denominations of $5,000 each, and wereo
dated August 1, 1998.eInterest at rates varying from 4.75% to 7.75% is payable semi-annually February 1e
and August 1 of each year.oAt June 30, 2009, there was no principal balance outstanding.o
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NOTE 8 - GENERAL LONG-TERM DEBT (continued)

Bonded Debt (continued)e

2000, Series Ao

Induly 2000, thedistrict received thegroceeds of its 2000 Election Series A Bonds, which totalede
$25,000,000.0Proceeds from the bonds will be used for the purpose of financing the addition ande
modernization of school facilities.oThe bonds were issued in denominations of $5,000 each, and weree
dated August 1, 1998.0Interest at rates varying from 5.25% to 5.63% is payable semi-annually February 1o
and August 1 of each year.oAt June 30, 2009, the principal balance outstanding was $540,000.0

2000, Series Be

In August 2004, the District received the proceeds of its 2000 Election Series B Bonds, which totalede
$21,000,000.0Proceeds from the bonds will be used for the purpose of financing the addition ande
modernization of school facilities.oThe bonds were issued in denominations of $5,000 each, and weree
dated August 1, 1998.0Interest at rates varying from 1.75% to 4.89% is payable semi-annually February 1e
and August 1 of each year.oAt June 30, 2009, the principal balance outstanding was $19,310,000.e

1998, Series Bo

In October 2004, the District received the proceeds of its 1998 Election Series B Bonds, which totalede
$10,000,000.0Proceeds from the bonds will be used for the purpose of financing the addition ande
modernization of school facilities.oThe bonds were issued in denominations of $5,000 each, and wereeo
dated August 1, 1998.0Interest at rates varying from 1.92% to 4.60% is payable semi-annually February 1e
and August 1 of each year.oAt June 30, 2009, the principal balance outstanding was $9,465,000.0

2004, Series A Refundinge

In November 2004, the District received the proceeds of its 2004 Election Series A Refunding Bonds,o
which totaled $5,435,000.0Proceeds from the bonds will be used for the purpose of refunding in full theo
District’s 1995 Series A and 1995 Series B Bonds.eThe bonds were issued in denominations of $5,000 each,®
and were dated November 9, August 1 of each year.eInterest at rates varying from 1.75% to 4.89% ise
payable semi-annually February 1 and August 1 of each year.oAt June 30, 2009, the principal balanceo
outstanding was $4,685,000.0
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NOTE 8 - GENERAL LONG-TERM DEBT (continued)

Bonded Debt (continued)e

2000, Series Co

In September 2005, the District received the proceeds of its 2000 Election Series C Bonds, which totalede
$21,000,000.0Proceeds from the bonds will be used for the purpose of financing the addition ande
modernization of school facilities.oThe bonds were issued in denominations of $5,000 each, and weree
dated August 1, 1998.0Interest at rates varying from 2.69% to 4.55% is payable semi-annually February 1o
and August 1 of each year.oAt June 30, 2009, the principal balance outstanding was $19,510,000.e

2007, Series A Refundinge

In July 2007, the District received the proceeds of its 2007 Series A Refunding Bonds, which totalede
$13,265,000.0Proceeds from the bonds will be used for the purpose of refunding in full the District’s 1998e
Series A BondseThe bonds were issued in denominations of $5,000 each, and were dated July 18, 2007.e
Interest at rates varying from 4.00% to 5.00% is payable semi-annually February 1 and August 1 of eache
year.oAt June 30, 2009, the principal balance outstanding was $13,190,000.

2007, Series B Refundinge

In July 2007, the District received the proceeds of its 2007 Series B Refunding Bonds, which totalede
$23,650,000.0Proceeds from the bonds will be used for the purpose of refunding in full the District’s 20000
Series A BondseThe bonds were issued in denominations of $5,000 each, and were dated July 18, 2007.e
Interest at rates varying from 4.00% to 5.00% is payable semi-annually February 1 and August 1 of eache
year.oAt June 30, 2009, the principal balance outstanding was $23,465,000.0

Debt Service Requirements to Maturitye

The bonds mature through 2031 as follows:e

Interest toe

Fiscal Year Ended June 30,0 Principale Maturitye Totale
20100 %o 2,870,000 S$o 53444490 $o 8,214,449
20110 3,005,0000 4,043,881e 7,048,8810
20120 3,130,0000 3,934,1310 7,064,1310
20130 3,270,0000 3,812,081e 7,082,0810
20140 3,430,0000 3,684,5310 7,114,531

2015-2019¢ 19,820,0000 16,077,6880 35,897,688
2020-20240 25,660,0000 10,840,163e 36,500,1630
2025-20290 24,215,0000 4,685,2880 28,900,2880
2030-2031e 4,765,0000 295,9870 5,060,987¢

Totale $o  90,165,0000 $o 52,718,199¢  $o 142,883,199
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NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS

Santa Barbara School District administers a single-employer defined benefit other postemployment plane
(OPEB), where plan assets may be used only for the payment of benefits to the members of that plan.eTheo
plan assets are accounted for in the Retiree Benefit Special Revenue Fund.eThe District implementede
GASB Statement #45,@Accounting and Financial Reporting by Employers for Postemployment Benefits Other

Than Pensions,an&008-09.o

Plandescriptionseand«€Contributiondnformatione

Membershipefdheeplanaonsistedfdhedollowing:e

SpecialRevenueo
Funde
Retireeseandéeneficiariesareceivingdenefitse 4180
Activegplanenemberso 1,657
Totale 2,0750
Numberofeparticipating employerse lo

Thedistrict’s Retiree Benefit Special Revenue Fund is a single-employer defined benefit postemploymente
healthcare plan administered by the District, which covers eligible retired employees of the Districto
including all departments.eThe Fund provides health insurance benefits to eligible retirees.o

Retired plan members and beneficiaries currently receiving benefits are eligible to retire upon attaininge
age 55 with 10 or more years of service.oThe District reimburses Certificated and Classified retirees fore
premium cost of medical coverage (employee only) up to a maximum of $1,000 per year until the age ofe
65.0Retirees employed before October 7, 1982 who have twenty or more years of full-time service with theo
District are also reimbursed up to a maximum of $500 per year after age 65.0

Management/Confidential retirees receive medical, vision and dental insurance coverage (employee only)e
for life.oThe District paid premium amount is based on the number of years of serviceewith the District.e

Benefits are not provided to spouses or dependents under the current bargaining agreement.eHowever,o

the District is currently paying for medical, dental and vision coverage foe spouses of some of the currente
retirees receiving specials benefits through 2009.0
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NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS (continued)

Annual OPEB Cost and Net OPEB Obligatione

The District’s annual OPEB cost is calculated based on the Annual Required Contribution (ARC), ane
amount actuarially determined in accordance with the parameters of GASB Statement 45.eThe ARCe
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each yeare
and amortize any unfunded liabilities (or funding excess) over a period not to exceed thirty years.eThee
following table shows the components of the District’s annual OPEB cost for the year, the amount actuallye
contributed to the plan, and changes in the District’s net OPEB obligation:e

Annualeequiredeontributione $o 804,000
InteresteneetOPEB@bligatione -
Adjustmentdo@nnual@equiredeontributione 399,3250
Annual OPEB coste 1,203,325
Contributions madeo 1,203,325

Decrease in net OPEB obligatione -
Net OPEB obligation - July 1, 2008e -
Net OPEB obligation -June 30, 2009e $o -

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the neto
OPEB obligation for 2008-09 are as follows:e

Year Endede  Requirede Percentageo
June 30,0 Contributione Contributede
2009e $o  804,0000 100%e

Funded Status and Funding Progresse- OPEB Planse

As of July 1, 2007, the most recent actuarial valuation date, the plan was unfunded.eThe actuarial accruede
liability (AAL) for benefits was $10.8 million and the unfunded actuarial accrued liability (UAAL) wase
$10.8 million.o
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NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS (continued)

Funded Status and Funding Progresse- OPEB Plans (continued)e

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts ande
assumptions about the probability of occurrence of events far into the future.oExamples includeo
assumptions about future employment, mortality, and the healthcare cost trend.eActuarially determinede
amounts are subject to continual revision as actual results are compared with past expectations and newe
estimates are made about the future.oThe schedules of funding progress, presented as requirede
supplementary information following the notes to the financial statements, present multiyear trende
information about whether the actuarial values of plan assets are increasing or decreasing over timeeo
relative to the actuarial accrued liabilities for benefits.e

Actuarial Methods and Assumptionse

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan ase
understood by the employer and plan members) and include the types of benefits provided at the time ofe
each valuation and the historical pattern of sharing of benefit costs between the employer and plane
members to that point.eThe actuarial methods and assumptions used include techniques that areo
designated to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuariale

value of assets, consistent with the long-term perspective of the calculations.®

Additional information as of the latest actuarial valuation follows:e

SpecialRevenueo
Funde

Valuationdateo 7/1/2007e
Actuarial€CostéMethode EntryeAgedNormaleCostéMethode
AmortizationdMethode Level@ercentefduturegpayrollo
Remainingeamortizationeperiode 29¢yearse
AssetdValuationo N/Ae
Actuarialassumptions:e

Investmenteratefareturne 0%o

Healthcareaostarendeateo 10%e



SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 10 — JOINT VENTURES

A.o The Santa Barbara School District participate in a joint venture under a joint powers agreemente
(JPA) with the Southern California Regional Liability Excess Fund (So Cal ReLiEF).eSo Cale
ReLiEF was established to purchases excess liability coverage through the JPA.o The relationshipe
between the Santa Barbara School District and the So Cal ReLiEF is such that So Cal ReLiEF is note
a component unit of the District for financial reporting purposes. The most current availableo
financial summary is presented below:e

Southerne
California ReLiEFo
Juned0,20080

Assetso $o 43,861,2600
Liabilitiese 30,304,168¢
NeteAssetso $o 13,557,0920
Revenueso $o 12,838,2830
Expenseso 15,688,114
Operatingdncomeo (2,849,831)e
Non-Operatingdncomeo 2,619,0350
ChangedndNeteAssetso $o (230,796)0

B. The District participates in a joint venture under a joint powers agreement (JPA) with the Self-
Insured Schools of California Property and Liability Program (SISC I).eThe SISC I arranges for ane
provided property and liability insurance for its member school districts and other educationale
agencies.oThe District pays a premium commensurate with the level of coverage required.eTheo
JOA is independently accountable for its fiscal matters.eSISC I maintains its own accountinge
records and its budgets are not subject to any approval than that of the governing board.e
Member districts share surpluses and deficits proportional to their participation in the SISC L.e
Theaelationshipdetween thedistrict and SISC I is such that the SISC I is not a component unit ofe
the District for financial reporting purposes.e

C.o The District participates in a joint venture under the joint powers agreement (JPA) with Santae
Barbara County Schools FinancingeAuthority.eThe Authority’s purpose is providing financinge
assistance for construction and acquisition of major capital facilities to its five members:oTheo
District (Santa Barbara Elementary School District and Santa Barbara Secondary School District),®
Goleta Union School District, Hope Elementary School District and Santa Maria School District.o
The Authority is governed by a board comprised of the chief business officer of each member.o
The relationship between the District and the Authority is such that the Authority is not ao
component unit of the District.o
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NOTE 11 - RISK MANAGEMENT - CLAIMS

The District is exposed to various risks of loss related to torts, thefts, damage to District assets, errors ande
omissions, employee injuries and natural disasters.eThe District’s risk management activities are recordede
in the General and Self-Insurance Funds. Employee life, health, and disability programs are administerede
by the General Fund through the purchase of commercial insurance. The District participates in a publice
entity risk pool, as described in Note 10, for claims in excess of insured amounts for workers’®
compensation and liability protection.eThe Dental and Vision Program, for which the District retains theo
risk of loss, is administered through the Self-Insurance Fund. The District purchases commerciale
insurance coverage for other types of risk.eThere have been no significant reductions in insurancee
coverage from the prior year. Settled claims have not exceeded this commercial coverage in any of theo
past four fiscal years.o

The District records an estimated reserve for property claims against the District. Claims liabilities aree
based on estimates of the ultimate cost of reported claims (including future claim adjustment expenses)o
and an estimate for claims incurred, but not reported based on historical experience.o

The fund establishes a liability for both reported and unreported events, which included estimates of bothe
future payments of losses and related claim adjustment expenses. The following represent the changes ino
approximate aggregate liabilities for the District from July 1, 2006 to June 30, 2009:e

All Self-
Insuranceo
Activitiese
Liability Balance,dulyedl, 20060 $o 150,0000
Claimseandechangesdnestimateso 2,815,1240
Claimsepaymentseo (2,787,257)0
LiabilitydBalance,dune80,2007o 177,867
Claimseandahangesdnestimateso 1,904,0479
Claimsepaymentso (1,912,206)0
Liabilitydalance,gune80,2008e 169,708
Claimseandehangesdnestimateso 1,561,031
Claimsepaymentse (1,476,827)0
Liabilitydalance,gune$0,2009¢ 253,912
Assetsavailabledogayalaimsat June0, 2009¢ $o  1,534,3740
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NOTE 12 - PARCEL TAX

On November 4, 2008, Measures H were approved by the voters of the District.oThis measure is a®
qualified special parcel tax of $23 per parcel to be levied by the District each year for four years.oTheo
purpose of Measure H is “to offset severe state budget cuts; protect the quality of education; supplemente
music, arts, foreign language, and other theater programs at a secondary level; and restore math class sizeo
reduction.”®

On November 4, 2008, Measures I were approved by the voters of the District.oThis measure is a qualifiede
special parcel tax of $27 per parcel to be levied by the District each year for four years.oThe purpose is “toe
offset severe state budget cuts; protect the quality of education; enhance math, science, and technologye
education and offer classroom music programs at the elementary school level.”®

NOTE 13 - COMMITMENTS AND CONTINGENCIES

State and Federal Allowances, Awards, and Grantse

The District has received state and federal funds for specific purposes that are subject to review and audito
by the grantor agencies.oAlthough such audits could generate expenditure disallowances under terms ofe
the grants, it is believed that any required reimbursement will not be material.o

Litigatione

The District is the defendant in a number of lawsuits arising principally in the normal course ofe
operations.oln the opinion of the administration, the outcome of these lawsuits will not have a materiallyo
adverse effect on the accompanying combined financial statements and accordingly, no provision fore
losses has been recorded beyond claims payable and incurred but not reported reserves established in thee
Self-Insurance Internal Service Fund.o

Construction Commitmentse

As of June 30, 2009, the District had no material commitments with respect to unfinished capital projects.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 14 - EMPLOYEE RETIREMENT PLANS

Qualified employees are covered under multiple-employer defined benefit pension plans maintained bye
agencies of the State of California.eCertificated employees are members of the State Teachers” Retiremente
System (STRS), and classified employees are members of the Public Employees’ Retirement Systemo
(PERS).o

Plan Descriptioneand Provisionse

Public Employees’ Retirement System (PERS)

Plan Descriptione

Thedistrict contributes to thedschool Employer Pool under the«California Public Employees’ Retiremento
System (CalPERS), a cost-sharing multiple-employer public employee retirement system defined benefito
pension plan administered by CalPERS.eThe plan provides retirement and disability benefits, annuale
cost-of-living adjustments, and death benefits to plan members and beneficiaries.oBenefit provisions aree
established by State statutes, as legislatively amended, within the Public Employees” Retirement Law.o
CalPERS issues a separate comprehensive annual financial report that includes financial statements ande
required supplementary information.eCopies of the CalPERS annual financial report may be obtainede
from the CalPERS Executive Office, 400 P Street, Sacramento, California 95814.¢

Funding Policye

Active plan members are required to contribute 7.0% of their salary and the District is required toe
contribute an actuarially determined rate.oThe actuarial methods and assumptions used for determininge
the rate are those adopted by the CalPERS Board of Administration.eThe required employer contributione
for fiscal year 2008-09 was 9.428%.0The contribution requirements of the plan members are established bye
State statute.oThe District’s contributions to CalPERS for the last three fiscal years were as follows:e

Percent of Requirede

Contributione Contributione
2008-09e $o 1,964,1000 100%e
2007-08e $o 1,919,077 100%e
2006-07e $o 1,787,5130 100%e
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 14 - EMPLOYEE RETIREMENT PLANS (continued)

State Teachers’ Retirement System (STRS)

Plan Descriptione

Thedistrict contributes to thestate Teachers” Retirement System (STRS), a cost-sharing multiple-

employer public employee retirement system defined benefit pension plan administered by STRS.eTheo
plan provides retirement, disability and survivor benefits to beneficiaries.oBenefit provisions aree
established by state statutes, as legislatively amended, within the State Teachers’ Retirement Law.eSTRSe
issues a separate comprehensive annual financial report that includes financial statements and requirede
supplementary information.eCopies of the STRS annual financial report may be obtained from STRS, 7667o
Folsom Boulevard, Sacramento, California 95826.¢

Funding Policye

Active plan members are required to contribute 8.0% of their salary.oThe required employer contributione
rate for fiscal year 2008-09 was 8.25% of annual payroll.eThe contribution requirements of the plane
members are established by State statute.eThe District’s contributions to STRS for the last three fiscale
yearsewereasdollows:o

PercentefRequiredo
Contributione Contributione
2008-09o $o 5,294,8680 100%e
2007-08e $o 5,163,8940 100%e
2006-07o $o 5,116,0800 100%e

On-Behalf Payments
The District was the recipient of on-behalf payments made by the State of California to STRS for K-12e

education.eThese payments consist of state general fund contributions of approximately $2,899,020 toe
STRS (4.517% of salaries subject to STRS in 2008-09).0
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 15 - EXCESS OF EXPENDITURES OVER APPROPRIATIONS

As of June 30, 2009, expenditures exceeded appropriations in the General Fund as follows:o

General Funde

Certificatedsalariese $o 498,444
Classifiedsalarieso $o 81,6350
Employeedenefitso $o  134,4560
Servicesaind other@peratingexpenditurese $o  888,4580

NOTE 16 - NOTE RECEIVABLE

On April 3, 2008, the District received a promissory note in the principal amount of $150,000.0Theo
Promisor (a District employee), for value received, agrees to pay the principal amount of $150,000 pluse
interest, earned at the public funds rate in the Santa Barbara County Treasurer’s Investment Pool.eThee
principal and accrued interest shall be due and payable within six months of the last day of thee
Promisor’s 39-month term of employment with the District.elf the Promisor’s employment with thee
District terminates before the 39-month term of employment, the Promisor must repay the unpaide
principal balance and accrued interest within six months of the termination date.ePrincipal and accruede
interest at June 30, 2009 is approximately $152,619.0

NOTE 17 - SINGLE DISTRICT RESOLUTION

The Governing Board of the Santa Barbara Elementary District and the Santa Barbara Secondary Schoole
District adopted a resolution pursuant to Education Code Section 35110 allowing the elementary ande
secondary school district to be deemed a single school district for all purposes, including, but not limitede
to, budget and personnel matters, and the governing board shall be deemed to be the governing board ofe
a single school district.oThe school district shall continue to be treated as separate school district fore
purposes of computing State apportionments and allowances, and allocations of local property taxe
revenue.oThe school districts shall also continue to hold title to the property of each district separatelyo
and any indebtedness for the property shall remain in the indebtedness of each separate district.o
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SANTA BARBARA SCHOOL DISTRICTS
Notes to Financial Statements
June 30, 2009

NOTE 18 - SUBSEQUENT EVENTS

Municipal Leaseo
Onduly 10, 2009 the District received $850,000 from the Municipal Finance€ orporation to purchaseo
portables. The District will make ten annual payments at the rate of 4.50%.o

Tax and Revenue Anticipation Notese

Ondulyel,2009,etheeDistrictdssuede 17,500,000l axeand eRevenueeAnticipationeNotesdearingenteresteato
percent.oTheanoteseweredssueddosupplementeacasheflows.oInterestandeprincipaleareadueeandepayableeno
Juneed(,2010.0Repaymenterequirementsearecthateaepercentageeofeprincipaleandenteresteeeadepositedewithe
thedFiscal Agent each month, until 100 percent of principal and interest due is on account in May 2010.0

Accounting Treatment of Re-apportioned Categorical Fundse

Onduly 28, 2009 Governor Schwarzeneggersigned a package of bills amending the 2008-09 and 2009-10e
California State budgets.oThe budget amendments were designed to address the State’s budget gap of $24e
billion that had developed as a result of the deepening recession since the State’s last budget actions ine
February 2009.0The July budget package reduced, on a state-wide basis, $1.6 billion in 2008-09e
Proposition 98 funding through a reversion of undistributed categorical program balances.eThe budgeto

language identified 51 specific programs and required the amount associated with these programs thate
wered unallocated,ainexpended, or not liquidated as of June 30, 2009” to revert to the State’s Generalo
Fund.eThe July budget package also provided an appropriation in 2009-10 to backfill $1.5 billion of theseo
cuts to repay the 2008-09 reversion of the undistributed categorical program balances.o

The District recorded the revenue and related receivable associated withdts portion of the unallocated,o
unexpended or unliquidated categorical program balances identified in the July 2009 State Budgeto
package prior to notification by the State that the 2009-10 re-appropriation should not be accrued.eNoeo
adjustment has been made to reduce revenue and the related receivable in the financial statements as ofe
June 30, 2009 because the amount of thedistrict’s portion of theainallocated, unexpended or unliquidatedo
categorical program balances identified in the July 2009 State Budget package is not deemed to beo
material to the District’s financial statements.o
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SANTA BARBARA SCHOOL DISTRICTS
Budgetary Comparison Schedule — General Fund

For the Fiscal Year Ended June 30, 2009

Variance with

Revenues
Revenue limit sourceso
Federalo
Otherstateo
Otherdocalo

TotalRevenueso

Expenditures
Certificatedsalarieso
Classifiedsalarieso
Employeedenefitso
Bookseandsupplieso
Services andethereperatingexpenditurese
Capitaleutlayo
Directsupport/indirectaostso
Othereutgoo

TotalExpenditureso

Excess (Deficiency)@f Revenueso
OverqUnder) Expenditurese

Other Financing Sources and Uses
Interfunddransfersdno
Interfunddransferseuto
Otherdinancingaiseso

Total®therdinancing&ources anddJseso

Excess (Deficiency)@f Revenueseand€there
Financing&ources®)vergUnder)o
Expenditureseand@therdFinancingdJsese

FunddBalances,dulyd,2008o
FunddBalances,dguned0,2009¢

Budgeted Amounts Actual Final Budget -
Original Final (Budgetary Basis) Pos (Neg)

$o  86,906,2090 $o 85,308,5940 $o 86,068,4830 $o 759,889
6,774,3430 8,252,2370 14,011,681 5,759,4440
19,544,6200 19,975,7650 18,227,843 (1,747,922)0
4,073,1420 5,494,9060 6,203,685 708,779
117,298,3140 119,031,502¢ 124,511,6920 5,480,190e
61,133,8310 63,204,9140 63,703,3580 (498,444)0
18,491,3510 19,038,5930 19,120,228 (81,635)0
19,087,8520 19,377,814 19,512,270 (134,456)0
5,938,6620 6,561,2690 5,362,0100 1,199,259
11,515,317 12,330,4230 13,218,881 (888,458)0
177,59%40 503,8950 323,0840 180,811e
(451,149)0 (615,186)0 (811,545)0 196,359
120,0000 111,5000 108,9310 2,5690
116,013,4580 120,513,2220 120,537,2170 (23,995)0
1,284,8560 (1,481,720)0 3,974,4750 5,456,1950
- 18,5580 - (18,558)e
(858,345)0 (798,697)o (1,155,990)e (357,293)0
- (110,787)0 (124,082)0 (13,295)0
(858,345)0 (890,926)0 (1,280,072)e (389,146)0
315,7240 (2,372,646)0 2,694,4030 5,067,0490
15,280,477 15,280,477 14,882,127 398,3500
$o  15596,20l0 $o 12,907,831le $o 17,576,5300 $o 5,465,3990
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SANTA BARBARA SCHOOL DISTRICTS

Schedule of Funding Progress
For the Year Ended June 30, 2009

Actuariale UAALas@o
Actuariale Accruedo Unfundede Percentageaf
Valuatione  Valuewf Liabilitye AALe Fundede Coveredo Coveredo
Dateo Assetso (AAL)o (UAAL)e Ratioe Payrolle Payrolle
7/1/20070 $o - %o 10,766,000 $o 10,766,0000 0%e $o 77,600,0000 14%e
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SANTA BARBARA SCHOOL DISTRICTS
Local Educational Agency Organization Structure
June 30, 2009

The Santa Barbara School Districts (the “District”) is located in Santa Barbara County, California.eTheo
District was established on June 6, 1866, and is comprised of an area of approximately 133.59 squaree
miles.oThere were no changes in the boundaries of the District during the current year.eThe District iso
currently operating 8 elementary schools, 3 charter schools, 1 community academy, 15 children’s aftere
school child care centers, 4 junior high schools, 3 high schools, 1 continuation high school, and 1e
community day school.e

GOVERNING BOARDe
Membere Officeo Termdixpireso
Ms.Kated’arkero Presidento 2010
Mr.eH.&Edwarddderone Vicedresidento 2012
Ms.eAnnettedCorderoe Membero 2012
Ms.&usandChristoldeacone Membero 20120
Dr.RobertédNoel,Ed.D.o Membereo 20100

DISTRICTAADMINISTRATORSe

Dr.d.Briandarvis,&d.D.o
Superintendent

Mr.&ricd).&mithe
Deputy Superintendent, Business Services and Non-Instructional Operations

Ms. Robin Sawaskeeo
Associate Superintendent, Education

Ms. Meg Jette’
Director of Fiscal Services

Dr.&Kristine Robertsone
Director of Personnel

See accompanying note to supplementary information.o
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SANTA BARBARA SCHOOL DISTRICTS
Schedule of Average Daily Attendance
For the Fiscal Year Ended June 30, 2009

Second Periode Annuale
Reporte Reporte
Elementary:
Kindergarteno 5740 5730
Grades 1 through 3, regular classese 1,879 1,8800
Grades 4 through 6, regular classese 1,8260 1,8230
Grades 7 and 8, regular classese 2,8320 2,826
Home and hospitale 3o 3o
Community day schoole 160 150
Special educatione 1740 1750
Total Elementaryeo 7,3040 7,2950
Secondary:
Grades 9 through 12, regular classeso 5,818e 5,721
Continuation educatione 2200 2150
Home and hospitale 160 190
Special educatione 2340 2270
Total Secondarye 6,288 6,182
Total Average Daily Attendanceo 13,5920 13,4770

See accompanying note to supplementary information.o
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SANTA BARBARA SCHOOL DISTRICTS
Schedule of Average Daily Attendance (continued)
For the Fiscal Year Ended June 30, 2009

Second Periode Annuale
Charter Schools: Reporte Reporte

Santa Barbara Charter (Elementary)

Kindergartene 38e 3%

Gradesd ¢hroughd,e@egularelasseso 93e 94e

Gradeset¢hroughd,aegularalasseso 650 650

Total€harter&choolse 1960 1980
Santa Barbara Charter (Elementary) - Classroom Based

Kindergarteno 280 280

Gradesd ¢hroughd,aegularalassese 670 670

Gradesetdhroughd,aegularalasseso 460 460

Total€ harter&choolse 1410 1410
Cesar Estrada Chavez Dual Language Immersion Charter

Kindergarteno 37e 37e

Gradesd ¢hroughd,e@egularelassese 1140 1130

Gradesetdhroughd,@egularelasseso 920 920

Total€harter&choolse 2430 2420
Cesar Estrada Chavez Dual Language Immersion Charter - Classroom Based

Kindergarteno 370 370

Gradesd ¢hroughd,aegularalassese 1140 1130

Gradesetdhroughd,aegularalasseso 920 920

Total€ harter&choolse 2430 2420
Santa Barbara Charter (Middle)

Gradesetdhroughde,aegularalasseso 260 260

Grades&¢hroughd,@egularalasseso 3% 3%

Total€Charteréchoolse 650 650
Santa Barbara Charter (Middle) - Classroom Based

Gradesetdhroughd,aegularalassese 190 190

Grades&dhroughd,aegularalasseseo 270 270

Total€harter&choolse 460 460

Hoursafo
Annual&upplementaldnstruction Hourse Attendanceo

Elementaryo 172,818¢

High Schoole 120,553

Charterd®chools - Cesar EstradadChavezédDuald.anguagedmmersion Chartere 1,031e

Seeaaccompanyingenotedosupplementarydnformation.o
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SANTA BARBARA SCHOOL DISTRICTS
Schedule of Instructional Time
For the Fiscal Year Ended June 30, 2009

1986-870 Numberofdayse Numberofdayseo
1982-830 Minuteso 2008-09e¢ Traditionale Multi-tracke
Grade Levelo ActualdMinuteso ~ Requiremento ActualMinutese Calendare Year Rounde Statuse
Kindergarteno 35,0000 36,0000 36,9350 1800 N/Ae Compliede
Grade 1 49,000 50,4000 © 51,421 1800 N/Ae Compliede
Grade® 49,000 50,4000 © 51,4210 1800 N/Ae Compliede
Graded 49,000 50,4000 © 51,4210 1800 N/Ae Compliedo
Gradest 49,875 54,0000 © 54,3900 1800 N/Ae Compliedo
Graded 49,875 54,0000 © 54,3900 1800 N/Ae Compliede
Graded# 49,875 54,0000 © 54,3900 1800 N/Ae Compliede
Graded 60,535 54,0000 © 55,2350 1800 N/Ae Compliedo
Graded 60,535 54,0000 © 55,2350 1800 N/Ae Compliede
Grade® 65,200 64,8000 @ 65,2300 1800 N/Ae Compliede
Gradedl 0o 65,2000 64,8000 65,2300 1800 N/Ae Compliedo
Graded 1o 65,2000 64,8000 65,2300 1800 N/Ae Compliedo
Graded 20 65,2000 64,8000 65,2300 1800 N/Ae Compliedo
Santa Barbara Charter School
1986-870 Numberofdayse Numberefdayse
1982-83e Minuteso 2008-09¢ Traditionale Multi-tracke
Graded_evelo ActualMinutese ~ Requiremento ActualéMinuteso Calendare YearRounde Statuse
Kindergartene *o 36,0000 43,6600 1800 N/Ae Compliede
Graded ® 050,400 54,2050 1800 N/Ae Compliede
Grade® ® ©50,400 54,2050 1800 N/Aeo Compliede
Graded ) ©50,400 54,2050 1800 N/Ae Compliede
Grade 4 ) ©54,000 54,2050 1800 N/Ae Compliedo
Grade 5 ) ©54,000 54,2050 1800 N/Ae Compliede
Grade 6 b ©54,000 55,3680 1800 N/Ae Compliede
Grade 7 ) ©54,000 55,3600 1800 N/Ae Compliede
Grade 8 o) ©54,000 55,3600 1800 N/Ae Compliedo
Cesar Estrada Chavez Dual Language Immersion Charter School
1986-870 Number@fdayse Numberofdayso
1982-83e Minuteseo 2008-09¢ Traditionale Multi-tracke
Grade Levelo ActualMinutese  Requiremento ActualMinuteso Calendare Year Rounde Statuse
Kindergartene *o 36,0000 47,7000 1800 N/Ae Compliede
Grade 1 ® ©50,400 53,6600 1800 N/Ae Compliedo
Grade 2 ® ©50,400 54,3450 1800 N/Ae Compliedo
Grade 3 ® ©50,400 54,3450 1800 N/Ae Compliede
Grade 4 ® ©54,000 57,2800 1800 N/Ae Compliede
Grade 5 ® ©54,000 57,2800 1800 N/Ae Compliedo
Grade 6 ® ©54,000 57,2800 1800 N/Ae Compliede

* Charter did not operate inel 982-83e

See accompanying note to supplementary information.o
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SANTA BARBARA SCHOOL DISTRICTS
Schedule of Financial Trends and Analysis
For the Fiscal Year Ended June 30, 2009

(Budget)o
Generaldunde 2010***e 20099 2008e 2007e

Revenuesendatherdinancingsourcese  $o 117,115,9330 $o 124,511,6920 $o 127,139,3890 $o 133,914,6340

Expenditurese 117,971,340 120,537,2170 127,139,389 126,745,6150
Otheraisesaanddransferseute 250,0000 1,280,072 1,018,210 1,161,585
Totaloutgoo 118,221,3400 121,817,289 124,414,8540 127,907,200
Changedndunddalanceddeficit)o (1,105,407)0 2,694,403 2,724,5350 6,007,434
Ending fund balanceo $o 16,471,1230 $o 17,576,5300 $o 14,882,127¢ $o  12,157,5920
Available reserves*e $o  8,209,3100 $o 10,060,8680 $o 9,32860le $o 4,923,6520

Available reserves as a percentageo

of total outgoo 6.9%0 8.3%0 7.5%0 3.8%o
Totaldong-term debto $o 90,346,7220 $o 93,216,722¢ $o 95,199,5650¢ $o 93,043,076
Average daily attendance at P-2**o 13,6080 13,5920 13,7120 13,9600

The General Fund balance has increased by $5,418,938 over the past two years.oThe fiscal year 2009-10 adoptede
budget projects a decrease of $1,105,407.0For a district of this size, the state recommends available reserves of ate

least 3% of total general fund expenditures, transfers out, and other uses (total outgo).eLong-term debt has decreasede
$27,312 over the past two years.o

* Available reserves consist of all undesignated fund balances and all funds designated for economice
uncertainty in the General Fund or Special Reserve Fund (Other than Capital Outlay).o

**oExcludes Adult Education and Charter School ADA.e

***oRevised Final Budget September 2009.0

See accompanying note to supplementary information.o
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SANTA BARBARA SCHOOL DISTRICTS
Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended June 30, 2009

Federalo Pass-Throughe 2008-090
Federal@Srantor/Pass—Through@ CFDAe Entityddentifyinge Federalo
Grantor/Programer Clusterdlitleo Numbero Numbere Expenditureso
Federald’rograms:e
U.S. Department@feAgriculture:o
ForestReserveo 10.6650 100440 $o 4,051e
PasseddhroughdCaliforniadept.@fdducationdCDE):0
Needy&choolBreakfasto 10.5530 135260 781,8980
National&choold.unche 10.5550 133960 2,007,4250
Meal$upplementse 10.5550 137550 124,0730
Fooddistributione 10.5550 133890 66,1650
TotaldJ.S.departmentafeAgriculturee 2,983,6120
U.S.®epartmentofeEducation:e
PasseddhrougheCaliforniadept.@feEducationd CDE):0
No Childd_eft Behind Act¢NCLB):o
Titled,®ParteA, BasicdGrantse 84.010e 13797 2,831,6650
ARRA - Titled,®arteA, BasicdGrantsd.owdncidenceo 84.389¢ 150050 175,101e
Titled,ParteA,dProgramdmprovementdistrictdnterventione 84.010Ae 145810 150,000
Subtotaldlitled, ParteAdlustere 3,156,7660
Titled],dParteA,dmprovingeleacherfualityo 84.3670 143410 699,4800
TitledI,ParteA, Principaldlraininge 84.3670 143340 4,5000
TitledI,Partd),eEnhancing&ducationdlhroughél'echnology,dormuladGrantse 84.318e 143340 39,6040
TitledI,Partd),eEnhancing&ducationelhroughel'echnology,&CompetitivedGrantse 84.318¢ 143680 103,092¢
TitledII,dmmigranteEducationdPrograme 84.3650 143460 33,711e
TitledII - LimitedeEnglishdroficiencye 84.3650 10084e 573,0750
TitledV,&afeeanddrugdreedschoolse 84.1860 143470 28,2300
Title&VodParteA, dnnovativedEducationdtrategieso 84.2980 143540 4,6720
Subtotal NCLBe 4,643,130
ARRA - StatedFiscal$tabilizationdFundse 84.3940 250080 136,8120
Vocational Educatione 84.0480 139240 134,1080
AlcoholeAbuseReductiondGrante 84.184Ae 143110 88,3530
Passedd¢hrough®antadBarbaradCountySELPA:e
IndividualsewithdisabilitiesEducationeAct¢IDEA):e
Basicd.ocaleAssistance&ntitlemento 84.0270 13379e 4,128,5390
Workabilityde 84.158e 100060 6,511e
Workabilitydle 84.1580 100060 213,747¢
TotaldJ.S.departmentafEducatione 9,351,2000
U.S.®Departmentofdealtha&ddumandervices:o
PasseddhroughdCaliforniadeptafdiealthServices:o
Medi-Caldilling®ptione 93.778e 100130 61,7130
Childdev:Qualitydmprovemente 93.5750 13979 9,4210
Childdev:FederaldChildd€Care,«enterdBasedo 93.5960 136090 453,8740
TotaldJ.S.departmentafdiealthaddHumanderviceso 525,0080
U.S.@epartmentofdiomelandSecurityo
HazardMitigationd€Grante 97.039e 10041e 11,4850
TotaldJ.S.@epartmentofdomelandSecurityo 11,4850

TotalExpendituresefdederaleAwardse

Seeaaccompanyingenotedosupplementarydnformation.o
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SANTA BARBARA SCHOOL DISTRICTS
Reconciliation of Annual Financial and Budget Report with Audited Financial Statements
For the Fiscal Year Ended June 30, 2009

Retireeo Retireeo
Benefitso Benefitse Selfo
Truste SpecialReserveo Insuranceo
Funde Funde Funde

Juned0,2009,@nnualdinancialanddudgeteaeporte

(SACS)dunddalances/netassetso $o 38,0750 $o - $o 669,387
Adjustmentsandereclassifications:o

Increasingddecreasing)dhedunddalance:o

Toaddalaimsdiability - - (84,204)0

Toaeclassifydrustdundasaspecialaevenuedundo (38,075)0 38,0750 -
Netadjustmentseandeeclassificationse (38,075)e 38,0750 -
June®0,2009,@uditeddinancialstatementdunddalances/netassetse $o - $o 38,0750 $o 585,183e

See accompanying note to supplementary information.o
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SANTA BARBARA SCHOOL DISTRICTS
Schedule of Charter Schools
For the Fiscal Year Ended June 30, 2009

Inclusion in Financiale

Charter Schoole Statementso
Cesar Estrada Chavez Dual Language Immersion Chartere(K-6)o Includedeo
Peabody Charter (K-6)o Not includede
Santa Barbara Elementary Charter (K-5)e Includede
Santa Barbara Middle Charter (6-8)o Includede

See accompanying note to supplementary information.o
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SANTA BARBARA SCHOOL DISTRICTS
Note to the Supplementary Information
June 30, 2009

NOTE 1 - PURPOSE OF SCHEDULES

Schedule of Average Daily Attendance (ADA)

Average daily attendance (ADA) is a measurement of the number of pupils attending classes of theo
District. The purpose of attendance accounting from a fiscal standpoint is to provide the basis on whiche
apportionments of State funds are made to school districts.eThis schedule provides information regardinge
theaattendance of students at various gradedevels and inalifferent programs.e

Schedule of Instructional Time

The District has received incentive funding for increasing instructional time as provided by the Incentivese
for Longer Instructional Day.oThis schedule presents information on the amount of instructional timeo
offered by thedistrict and whether thedistrict complied with the provisions of Education Code Sectionse
46200 through 46206.0

Districts must maintain their instructional minutes at either the 1982-83 actual minutes or the 1986-87¢
requirement, whichever is greater, as required by Education Code section 46201.0

Schedule of Financial Trends and Analysis

This schedule discloses the District’s financial trends by displaying pasteyears’ data along with currente
year budget information.eThese financial trend disclosures are used to evaluate the District’s ability too
continue as a going concern for a reasonable period of time.o

Schedule of Expenditures of Federal Awards

The accompanying scheduleef expenditures of Federal awards includes the Federal grant activity of thee
District and is presented on the modified accrual basis of accounting.eThe information in this schedule iso
presented in accordance with the requirements of the United States Office of Management and Budgete
Circular A-133,udits of States, Local Governments, and Non-Profit Organizations.oTherefore, some amountse
presented in this schedule may differ from amounts presented in, or used in the preparation of thee
financial statements.o

Subrecipients
Of the federal expenditures presented in the schedule, the District provided no federal awards too
subrecipients.o

Reconciliation of Annual Financial and Budget Report with Audited Financial Statements
This scheduleegprovides the informationenecessary to reconcile thedund balance®f all funds reported one
thedUnaudited Actual Financial Report to the audited financial statements.o

Local Education Agency Organization Structure

This schedulegprovides information about thedistrict’s boundaries and schools operated, members of thee
governing board, and members of the administrations.e
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SANTA BARBARA SCHOOL DISTRICTS
Note to the Supplementary Information
June 30, 2009

NOTE 1 - PURPOSE OF SCHEDULES (continued)

Schedule of Charter Schools
This schedule list all Charter Schools chartered by the District and displays information for each Chartere
School on whether or not the Charter School is included in the District audit.e
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SANTA BARBARA SCHOOL DISTRICTS
Non-Major Governmental Funds
Combining Balance Sheet - Unaudited

June 30, 2009
Chartero Retireeo Stateo Totale
Schoole Childe Deferrede Benefitso Capitalo Schoolduildinge Non-Majore
Special®evenueo Developmente  Cafeteriao Maintenancee SpecialReserveo  Facilitieso Lease-Purchaseo Governmentalo
Funde Funde Funde Funde Funde Funde Funde Fundse
ASSETS
Cashe $o 931,2330 %o 9,0970 $o 8558170 $o 6456550 $o 1,306,80le $o 911,7840 $o 31,5760 % $: 6,292,272
Accountsaeceivableo 214,1260 300,3300 759,3490 27,7350 248,3980 4,1380 170 1,561,2450
Inventoriese - - 59,4430 - - - - 59,4430
Duedromatherdundse 163,5770 266,131e 4,6680 3760 616,2310 8le - 1,114,2330
TotaleAssetso $o 1,308,936 $o 5755580 $01,679,277¢ $o  673,7660 $o 2,171,4300 $e 916,0030 $e 31,5930 9,027,1930
LIABILITIES AND FUND BALANCES
LIABILITIES
Accountsgpayableeandeccrueddiabilitieso  $o 52,7290 %o 161,249¢ $o 67,2830 $eo 77,4160 $o 6,491 $o 110,3990 $o - 488,404
Duedo@therdundse 655,6650 375,8670 1,417,5800 24,9750 2,126,8640 7,1850 31,5930 4,671,3050
Deferredaevenueo 7,2170 23,8860 - - - - - 536,404
Totald iabilitiese 715,6110 561,0020 1,484,8630 102,391 2,133,3550 117,584 31,5930 5,696,1130
Fund Balances
Unreserved:o
Capitaleprojectsdundse - - - - - 798,419 - 1,919,335
Specialaevenuedundse 593,3250 14,5560 194,4140 571,3750 38,0750 - - 1,411,7450
TotaldFunddBalanceso 593,325 14,5560 194,4140 571,375 38,0750 798,4190 - 3,331,0800
Totald iabilitiesandéunddalancese $o 1,308,9360 $o 5755580 $01,679,2770 $o  673,7660 $o 2,171,4300 $o 916,0030 $eo 31,5930 9,027,1930
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SANTA BARBARA SCHOOL DISTRICTS
Non-Major Governmental Funds
Combining Statement of Revenues, Expenditures, and Changes in

Fund Balance - Unaudited
For the Fiscal Year Ended June 30, 2009

REVENUES

GeneralRevenues:o
Earnings@ndnvestmentse
Federalandstateaide
Interestanddnvestmentearningse
Miscellaneouse

Program Revenues:o
Chargesdorserviceso

Operatingggrants and contributionse

Capitalgrantsandeontributionse
TotalRevenuese

EXPENDITURES
Instructional®ervices:o
Instructione
Supervision of instructione
School siteadministratione
Pupil@upportServices:o
Foodserviceso
All otherepupilservicese
General Administration&ervices:o
Otheregeneraladministratione
Plant servicese
Facilityacquisitionandaonstructione
Communityservicee
Enterprise serviceo
Otherautgo:o
Transfersdbetweenagenciese
TotaléExpenditurese

Excess (Deficiency)@fRevenueso
OvergUnder)éExpenditurese

OTHER FINANCING SOURCES (USES)

Interfunddransfers ine
Interfunddransfers oute

Totaltherdinancing$ources and Useso
NeteChangedn Funddalancese
Funddalances,dulyd, 2008

FunddBalances, June0,2009¢

Chartere Retireeo Stateo SpecialdReserveo Totale
Schoole Childe Deferrede Benefitso Capitale SchooldBuildinge  County&choole for Capitale Non-Majore
Special Revenuee  Developmente Cafeteriao Maintenanceo Special®Reservee  Facilitiese ~ Lease-Purchaseo Facilitieso Outlaye Governmentalo
Funde Funde Funde Funde Funde Funde Funde Funde Funde Fundse

$o 2,482,5820 $o - $o - $o - $o - $o - $o - $o - $o - $o 2,482,582¢0
963,8240 - - - - - - - - 963,8240
19,871 4,8600 - 2,3100 3,1220 59,571 - 34,2760 8860 124,8960
36,6250 23,9640 136,5460 - 3,592,779e 633,9180 - - - 4,423,8320
76,2980 352,391e 1,495,6120 - - - - - - 1,924,3010
306,748 4,748,629 2,980,9290 522,661 - - - - 28,1040 8,587,071

- - - - - - - 1,041,289¢ - 1,041,289
3,885,948¢ 5,129,8440 4,613,087 524,971 3,595,901e 693,4890 - 1,075,565 28,9900 19,547,795
2,739,121 - - - - - - - - 2,739,121
5930 - - - - N - - - 5930
462,8890 - - - - - - - - 462,889¢

- 203,839¢ 4,255,2560 - - - - - - 4,459,0950

14240 - - - - - - - - 1,424
390,007e 227,5920 204,4850 - - 7,9560 - - - 830,0400
151,335¢ 54,7580 23,5080 1,442,8100 - 11,5030 - - - 1,683,9140
101,330e - - - - 3,427 8140 - 853,5450 28,1040 4,410,793e
76,2980 4,788,4370 - - - - - - - 4,864,7350

- - - - 3,812,8720 - - - - 3,812,8720

- 180,1060 - - - - - 180,1060
3,922,997e 5,454,7320 4,483,2490 1,442,8100 3,812,8720 3,447,273e - 853,5450 28,1040 23,445,5820
(37,049)0 (324,888)0 129,8380 (917,839)e (216,971) _ (2,753,784)e - 222,0200 8860 (3,897,787)e
130,988¢ 263,5590 - 623,4430 - - - 62,6000 31,5760 1,112,166
- - - - - - (31,024)0 (31,576)0 (31,576)0 (94,176)0
130,988¢ 263,559¢ - 623,4430 = - (31,024)0 31,0240 - 1,017,990e
93,93% (61,329)0 129,8380 (294,396)e (216,971)e  (2,753,784)e (31,024)0 253,0440 8860 (2,879,797)e
499,3860 75,8850 64,5760 865,771 255,0460 3,552,203 31,0240 833,8960 33,0900 6,210,877

$o 593,3250 $e 14,5560 $o 1944140 $o 571,3750 $o 38,0750 $o 798,4190 S$e - $o 1,086,9400 $o 33,9760 $o 3,331,080

72



SANTA BARBARA SCHOOL DISTRICTS

Fiduciary Funds
Combining Statement of Net Assets - Unaudited
June 30, 2009
Junior High Schools
Goletao Santae
Valleyeo Lad€Colina® = La€Cumbree  Barbarae
ASSETS
Depositsanddnvestmentse %0 46,8600 %o 68,730 $o 48,4100 $o 58,684
Otherassetso - - 3,1900 -
Totaleassetso $o 46,8600 $o 68,730 $o 51,6000 $o 58,684
LIABILITIES
Accountsepayableo $o - $o 33941 e - $o -
Duedostudenteggroupse 46,8600 34,7890 51,6000 58,6840
Totaldiabilitiese $o 46,8600 $o 68,730 %o 51,6000 $o 58,684
High Schools
Dose Santae
Pueblose SanédMarcose Barbarae Totale
ASSETS
Depositseanddnvestmentse $o 246,314 $o 175,543 $0 281,8250 $o 926,366
Otherassetse - - - 3,190
Totalassetso $o 246,3140 $o 175543  $0281,8250 $o 929,556
LIABILITIES
Accountsepayableo $o - $o - $o - $o 33,941
Duedostudent groupse 246,3140 175,543 281,8250 895,615
Totaldiabilitiese $o 246,3140 $o 175543  $0281,8250 $o 929,556
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SANTA BARBARA SCHOOL DISTRICTS
Consolidation of General Funds - Unaudited

For the Fiscal Year Ended June 30, 2009

Revenues
Revenuedimitaourcese
Federalo
Otherstateo
Otherdocale

TotalRevenueso

Expenditures
Certificatedsalariese
Classifiedesalarieso
Employeedenefitso
Bookseandsuppliese
Serviceseand other@peratingexpenditurese
Capitaleoutlaye
Directsupport/indirectecostse
Otheroutgoo

TotalExpenditurese

Excessd¢Deficiency)@fdRevenuese
OvergUnder)e&Expenditurese

Other Financing Sources and Uses
Interfunddransfersoute
Otherdinancingaiseso

Total®therdinancing®ourcesanddJseso
ExcessdDeficiency)ofRevenueseand@thero

Financing&ources€Dver¢Under)o
Expendituresand@therdiinancingdJseso

Fundd&alances,dulyel,2008o
Fundd&alances,dJunes0,2009¢

Elementary High School Actual

District District (Budgetary Basis)
$o 23,533,1220 $o  62,5353610 $o 86,068,4830
5,208,459 8,803,2220 14,011,681e
9,004,119¢ 9,223,7240 18,227,8430
2,925,0000 3,278,6850 6,203,6850
40,670,7000 83,840,9920 124,511,6920
21,792,4980 41,910,860e 63,703,3580
6,695,077 12,425,1510 19,120,2280
6,409,819¢ 13,102,4510 19,512,2700
1,673,6450 3,688,3650 5,362,0100
4,955,061e 8,263,8200 13,218,8810
138,067¢ 185,0170 323,0840
(682,027)e (129,518)0 (811,545)0
44,7980 64,1330 108,9310
41,026,9380 79,510,279 120,537,2170
(356,238)e 4,330,7130 3,974,4750
(450,695)e (705,295)0 (1,155,990)e
- (124,082)0 (124,082)0
(450,695)0 (829,377)0 (1,280,072)e
(917,721)e 3,501,3360 2,694,4030
3,023,651e 11,858,4760 14,882,1270

$o 2,105,9300

$o

15,359,8120 $o

17,576,5300
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SANTA BARBARA SCHOOL DISTRICTS
Note to Supplementary Information - Unaudited
June 30, 2009

NOTE 1 - PURPOSE OF SCHEDULES

Non-Major Governmental Funds - Balance Sheet and Statement of Revenues, Expenditures, and
Changes in Fund Balance — Unaudited

The Non-Major Governmental Funds Combining Balance Sheet and Combining Statement of Revenues,o
Expenditures and Changes in Fund Balance is included to provide information regarding the individuale
funds Balance Sheet and Statement of Revenues, Expenditures, and Changes in Fund Balance.o

Fiduciary Fund - Combining Statement of Net Assets — Unaudited
The Fiduciary Fundse- Combining Statement of Net Assets is included to provide Associated Studente
Body information by school site.o

Consolidation of General Funds - Unaudited

The Consolidation of General Funds is included to provide information as required by the Single Districte
Resolution (Education Code Section 35111)e
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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

We have audited the financial statements of Santa Barbara School Districts as of and
for the fiscal year ended June 30, 2009, and have issued our report thereon dated
December 5, 2009. We conducted our audit in accordance with generally accepted
auditing standards 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 Santa Barbara School District’s
internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Santa
Barbara School District’s internal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of the Santa Barbara School District’s
internal control over financial reporting.

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

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a 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 District’s internal control. We consider the deficiencies described in
the accompanying schedule of findings and questioned costs as items #2009-1
through #2009-13 to be significant deficiencies in internal control over financial
reporting.
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Aanaterial weakness is a significant deficiency, or combination of significant deficiencies, that results ine
more than a remote likelihood that a material misstatement of the financial statements will not beo
prevented or detected by the entity’s internal control.e

Our consideration of the internal control over financial reporting was for the limited purpose described ine
the first paragraph of this sectioneand would not necessarily identifyall deficiencies in the internal controle
that might be significant deficiencies and, accordingly, would not necessarily disclose all significante
deficiencies that are also considered to be material weaknesses.oHowever, of the significant deficiencieso
described above, we consider item #2009-1 to be a material weakness.o

Compliance and Other Matterso

As part of obtaining reasonable assurance about whether Santa Barbara School District’s financiale
statements are free of material misstatement, we performed tests of its compliance with certain provisionse
of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct ande
material effect on the determination of financial statement amounts.eHowever, providing an opinion one
compliance with those provisions was not an objective of our audit and, accordingly, we do not expresse
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that areo
required to be reported undereGovernment Auditing Standards.o

Santa Barbara School District’s responses to the findings identified in our audit are described in thee
accompanying schedule of findings and questioned costs.oWe did not audit the District’s response and,®
accordingly, we express no opinion on them.o

This report is intended solely for the information and use of the Board,enanagement, the Californiae

Department of Education, the State Controller’s Office, and federal awarding agencies and pass-throughe
entities and is not intended to be and should not be used by anyone other than these specified parties.o

Negio Mger #FLAIE, 2O

San Diego, Californiae
December 5, 20090
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Complianceo

We have audited the compliance of Santa Barbara School District withdhe types ofe
compliance requirements described in thedl.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to each of its majore
federal programs for the year ended June 30, 2009.eSanta Barbara School District’se
major federal programs are identified indghe summary of auditors’ results section ofe
the accompanying schedule of findings and questioned costs.eCompliance with thee
requirements of laws,eregulations, contracts and grants applicable to each of itse
major federal programs is the responsibility of Santa Barbara School District’se
management.oOur responsibility is to express an opinion on Santa Barbara Schoole
District’s compliance based on our audit.e

We conducted our audit of compliance ineaccordance witheauditing standardse
generally accepted in the United States of America; the standards applicabledoo
financial audits contained indGovernment Auditing Standards, issued by theo
Comptroller General of the United States;eand OMB CirculareA-133,@udits of States,
Local Governments, and Non-Profit Organizations.oThose standards and OMB Circulare
A-133 require that we plan and perform the audit to obtain reasonable assuranceo
about whether noncompliance with thedypes of compliance requirements referrede
to above that could have a direct and material effect on a major federal programe
occurred.eAn audit includes examining, on a test basis, evidence about Santae
Barbara School District’s compliance with those requirements and performing suche
other procedures as we considered necessary in the circumstances.oWe believe thate
our audit provides a reasonable basis for our opinion.eOur audit does not provide ao
legal determinationen Santa Barbara School District's compliance withdhoseo
requirements.o

In@ur opinion, Santa Barbara School District complied,@n all material respects, withe

thearequirements referred toebove that are applicable toeach of its major federale
programs fordhe yeareended June 30, 2009.0
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Internal Control Over Compliancee

The management of Santa Barbara School District is responsible for establishing and maintaining effectiveo
internal control over compliance with requirements of laws, regulations, contracts and grants applicableo
to federal programs.oln planning and performing our audit, we considered Santa Barbara Schoole
District’s internal control over compliance with requirements that could have a direct and material effecte
on a major federal program in order to determine our auditing procedures for the purpose of expressinge
our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness ofe
internal control over compliance.oAccordingly, we do not express an opinion on the effectiveness of thee
District’s internal control over compliance.o

Aaontrol deficiency in an entity’s internal control over compliance exists when the design or operation of ae
control does not allow management or employees, in the normal course of performing their assignede
functions, to prevent or detect noncompliance with a typeef compliance requirement of a federale
program on a timely basis.oAsignificant deficiency is a control deficiency, or combination of controle
deficiencies, that adversely affects the entity’s ability to administer a federal program such that there iso
more than a remote likelihood that noncompliance with a type of compliance requirement of a federalo
program that is more than inconsequential will not be prevented or detected by the entity’s internale
control.e

Aanaterial weakness is a significant deficiency, or combination of significant deficiencies, that results ine
more than a remote likelihood that material noncompliance with a type of compliance requirement of a®
federal program will not be prevented or detected by the entity’s internal control.e

Our consideration of internal control over compliance was for the limited purpose described in the firste
paragraph of this section and would not necessarily identify all deficiencies in internal control that mighte
be significant deficiencies or material weaknesses.oWe did not identify any deficiencies in internal controle
over compliance that we consider to be material weaknesses, as defined above.o

This report is intended solely for the information and use of management, the Board, others within theo
entity, the California Department of Education, the State Controller’s Office,aand federal awardinge
agencies and pass-through entities and is not intended to be and should not be used by anyone other thane
these specified parties.o

Negeo Mgeo # L AT, 20

San Diego, Californiae
December 5, 20090
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AUDITORS’ REPORT ON STATE COMPLIANCE

We have audited the basicdinancial statements of the Santa Barbara School District,®
as of and for the year ended June 30, 2009, and have issued our report thereon datede
December 5, 2009.00ur audit was made in accordance with auditing standardse
generally accepted indghe United States of America; thestandards applicable too
financial audits contained indGovernment Auditing Standards,dssued by theo
ComptrollereGeneral of thedUnited States of America; ande&tandards and Procedures for
Audits of California K-12 Local Educational Agencies 2008-09, published by theo
Education Audit Appeals Panel. Those standards require that we plan and performe
the audit to obtain reasonable assurance about whether thedinancial statements areo
free of material misstatement.oAn audit includes examining, on a test basis, evidenceo
supporting the amounts and disclosures in the financial statements.oAn audit alsoe
includes assessing theaccounting principles used and significant estimates made bye
management, as well as evaluating the overall financial statement presentation.oWeo
believe that our audit provides a reasonable basis for our opinion.e

The District’s management is responsible for the District’s compliance with laws ande
regulations. In connection with the audit referred to above, we selected and testedo
transactions and records toaletermine thedJistrict’s complianceewith thedaws ande
regulationsapplicabledodhedollowingdtems:o

Procedureso Procedureseo
Descriptione ineAudite Performede
Guideo

Attendance@Accounting:e

AttendanceReporting 8o Yese

Independent&tudy 230 Yese

ContinuationeEducatione 100 Yese

AdulteEducatione 90 Notapplicable!®

Regionald)ccupational€entersande 60 Notapplicable!®
Programse
Instructionalélime:o

Schooldistrictse 60 Yeso

County®fficesdfEducationo 30 Notepplicableo
Communitydayéchoolse 90 NogSeedBelow)e
Morgan-Hartd€lass&izedReductiond’rograme 70 Notapplicable'®
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Proceduresdne Procedurese

Descriptione AuditdGuideo Performede
InstructionaléMaterials:o
GeneralRequirementse 120 12
K-8@nlyo lo Notapplicable!
Grades®-12@nlyo lo Notapplicable'®
Ratios@feAdministrativeeEmployeesdodl eacherso le Yeso
Classroomel eacherdalarieso lo Yeso
Early&Retirementdncentived’rograme 4o Notapplicableo
Gannd.imit«Calculatione lo Yeso
SchooleAccountabilitydReportdarde 30 Yeso
MathematicsanddReadingeProfessionaldevelopmente 4o Notapplicable'
Class&izeReductiond’rogram:e
GeneralRequirementso 70 Yeseo
Optiondneo 30 Yeso
Optiondl'woe 4o Notapplicableo
Districtsewithenly@neschoolservingK-3e 4o Notapplicableo
AfteréchooldEducationanddafetydProgram:e
GeneraldRequirementso 4o Yeso
After&choole 4o Yeso
Beforedchoole 50 Notapplicableo
Charterdchools:o
ContemporaneousdRecordsefeAttendanceo le Yeso
Mode®fdnstructione lo Yeso
Nonclassroom-Baseddnstruction/Independent&tudy 150 Yeso
Determination@fdundingdoréNonclassroom-Baseddnstructione 30 Yeso
AnnualdnstructionaléMinutese-¢Classroomdasedo 30 Yeso

LoThig program is not required to be audited per flexibility provisions in SBx3 4.0

2@The@11umber@bf@1;>rocedureS@IO@be@performed@Nas@reducecl@per@ﬂexibility@provisionsaajn@SBx3@4,@‘Bection@l9828,Ei@procedures&a(b),@(c),@
and (e) were not performed.o

We did not perform testing for community day school because the ADA was under the level that requireso
testing.o

Based on our audit, we found that, for the items tested, the Santa Barbara School District complied withe
the state laws and regulations referred to above.oFurther, based on our examination, for items not tested,o
nothing came to our attention to indicate that the Santa Barbara School Districts had not complied withe
the state laws and regulations.o

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

0

Negeo Moioo #LAZ, 20

San Diego, Californiae
December 5, 20090
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SANTA BARBARA SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
For the Fiscal Year Ended June 30, 2009

Section I - Summary of Auditor's Results
Financial Statements

Typeofauditor'sereportdssuedo

Unqualifiede

Internaleontroleverdinancialeeporting:e
Materialeweakness(es)ddentified?o

Yeso

Significant deficiency(ies)ddentifiedenotaeronsiderede
todeanaterialoveaknesses?o

Yeso

Noncomplianceematerial¢odinancialetatementsenoted?e

Noe

Federal Awards

Internaleontroleverenajorgprograms:o
Materialeweakness(es)ddentified?o

Noe

Significant deficiency(ies)ddentifiedenotaonsiderede
todbeanaterialoweaknesses?o

Noe

Typewfauditor'seeportdssued@naompliancedore
majoreprograms:o

Unqualifiede

Anyauditdindingsalisclosed¢hatareaequireddodeaeportedo
inaccordanceawithdCirculareA-133,&ectione510(a)e

Noe

Identificationefenajorgprograms:o
CFDANumberso NameofdederaldProgramerdlustero

84.010@ Titled,Part A,BasicdGrantse

84.010A@ Titled,Part A,Programdmprovementdistrict Interventione
84.389%0 ARRA - Titled,®ParteA,BasicdGrantsd.owdncidenceo
93.5750 Childdev:ualitydmprovemente
93.5960 Childd®ev:&ederaldChild«Care, d_enterdBasedeo
93.778e Medi-Caldillingdptione
84.3940 ARRA - Statediscaldtabilizationdundse

Dollar¢hresholdeused toalistinguishdetweendl'ypeeAande
TypedBerograms:o $o

386,139

Auditeeqqualified@asdow-riskauditee?o

Yeso

State Awards

Internalaontrol@verstategprograms:o
Materialeweakness(es)ddentified?o

Noe

Significant deficiency(ies)ddentifiedenoteonsiderede
todeanaterialoveaknesses?o

Noe

Typewfauditor'seeportdssuednaompliancedore
state programs.o

Unqualifiede
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SANTA BARBARA SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
For the Fiscal Year Ended June 30, 2009

Section II - Financial Statement Findings

This section identifies the significant deficiencies, material weaknesses, and instances of noncompliancee
related to the financial statements that are required to be reported in accordance withdGovernment
Auditing Standards. Pursuant to Assembly Bill (AB) 3627, all audit findings must be identified as one ore
moreafdhedollowingeategories:o

FivedigitdCodeo AB8627&indingeél ypeso

10000e Attendanceo

20000e InventoryfdEquipmente
300000 Internal€Controle

400000 StatedComplianceo

410000 CalSTRSe

500000 Federal¢{Complianceo
60000e Miscellaneouse

61000e Classroomel'eacherdalariese
70000e InstructionaléVlaterialse
71000e TeacherdMlisassignmentse
720000 School@AccountabilityeReportdarde

Finding #2009-1: Associated Student Body Controls (30000) (Material Weakness)

We perform tests of controls over ASB accounting to determine that an adequate system of internale
controls has been established and is being followed.eWe tested samples of cash receipts at each school,®
including the largest sources of revenue.oWe traced transactions from their inception to the deposit in theo
bank, ensuring that a complete audit trail exists.oWe also tested the cash disbursement process toe
determine whether ASB funds are properly authorized and spent according to appropriate Districte
guidelines for use of student funds.eWe also ensured that the school maintains adequate minutes of itse
meetings and an appropriate financial accounting system, including monthly financial statements, banke
reconciliations and student store inventories, if applicable.o

The result of our testing found no known improprieties but lack of adequate controls does permit ane
opportunity for fraud or errors to occur without detection.eThe following is a summary of our audite
results, based on the school sites selected for testing in the 2008-09 fiscal year:o

Goleta Valley Junior School

o Three out of five cash receipts did not have proper supporting documentation (i.e. theater ticketo
sales, cooking club receipts, PTA donation receipts).o
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Section II - Financial Statement Findings, (continued)
Finding #2009-1 Associated Student Body Controls (30000) (Material Weakness) (continued)

La Cumbre Junior High School
o Six out of ten cash disbursements did not have student approvals.e
o None of the cash deposits examined had supporting documentation to ensure all moniese
collected were deposited, such as pre-numbered receipts, tallies, or logs.o

La Colina Junior High School
o One out of six cash disbursements was for an inappropriate non-ASB related expenditure,®
specifically iTtunes songs purchased for staff retirement party.o
o Five out of seven cash receipts did not have proper documentation, such as pre-numberede
receipts, tallies or log.o

Santa Barbara High School
o Three out of fifteen cash disbursements did not have receipts or other adequate documentatione
o Three out of fifteen cash disbursements did not have student approvals.e
o All cash receipts tested did not have proper documentation, such as pre-numbered receipts,o
tallies or log.o
o The ASB has an American Express card which might be more at risk of abuse then using theo
regular cash disbursement process.o

Santa Barbara Junior High School
o None of the cash disbursements had student approvals, as required by the Education Code.o
o Three out of five cash receipts did not have proper supporting documentation, such as pre-
numbered receipts, tallies or log.o

Recommendation: We recommend the ASB’s follow FCMAT,&tudent Body Accounting Manual and usee
the standardized forms and procedures contained in the guide.oIn addition, we suggest the District officee
train the site personnel on proper cash receipting and disbursements procedures.eRegarding theo
American Express card at Santa Barbara High School, the District should follow up to determine whethero
the expenses appear appropriate and have sufficient approvals.eAlso decide if ASBs should have thee
authority to have credit cards.e
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Section II - Financial Statement Findings, (continued)
Finding #2009-1: Associated Student Body Controls (30000) (Material Weakness) (continued)

District Response: Annually, the District requires all ASB bookkeepers and principals/assistante
principals to attend a workshop on Associated Student Bodies presented by the Santa Barbara Countye
Education Office and The Fiscal Crisis Management Team (FCMAT).oStarting in 2010-11, the District wille
also require all ASB Advisors to attend this workshop.eAdditionally, each site will be provided with thee
list of their findings and will be required to submit corrective action plans addressing each finding bye
January 31, 2010.e

All ASBs are required to follow the rules and regulations listed in the®2009 Associated Student Bodye
Accounting Manual and Desk Reference published by FCMAT.oThe District office is also drafting a siteo
policy manual for all ASB activities and transactions to be completed by February 2010.¢Training on thise
policy manual will be provided to each site during 2010 and additional follow-up audits will beo
performed by District staff.eThe new policy manual will specifically address the findings in the 2008-09¢
audit, as follows:e

e Cash receiptse

0 Pre-numbered tickets and proper check-in/check-out procedurese
0 Pre-numbered receipt bookse
0 Tally sheets and double countse
0 Cash registers/boxese
0 Monthly revenue and cash reconciliationse
e Cash disbursementso
0 Student approval and documentation in minuteso
0 Purpose is for students benefit and not a District obligatione
0 Pre-approval by students, advisor and site administratore
0 Dual signatures on checkso
o Credit Cardse
0 ASBs are prohibited from entering into credit card arrangementse
0 The credit card identified at Santa Barbara High School has been confiscated ande
destroyed and documentation of the account closure has been provided by thee
site to the District office.oNo additional cards will be issued.o
¢ Minutes of Meetingse
0 All minutes will be submitted by the sites to the District office on a monthly basise

to verify student approval of expenditures.e
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Section II - Financial Statement Findings, (continued)

Finding #2009-2 Fiscal Accountability (30000)

A Disbursing Officer is required for Fiscal Accountability and the District designated in fiscal year 2008-09¢
the Accounting Coordinator, who also oversees accounts payable and payroll.e(Note:othis has beene
corrected subsequent to 2008-09.)eDuring the 2008-09 fiscal year, the job was not structured to permite
time for the Disbursing Officer to perform full audit functions as, in our opinion, is a requirement of fiscalo
independence.eThere was also lack of segregation of duties in the Accounting Coordinator position, ase
discussed in other findings, and auditing work, that the Coordinator oversees and performs in, thereforeo
not achieving independence.eThere was a risk during the 2008-09 year that fraud or errors could haveo
occurred that would not have been detected under the previous organizational structure.o

Recommendation: We recommended the Disbursing Officer duties be moveddo an internal audite
position after our preliminary audit work.eThe District was in the process of hiring an internal auditor ate
that time and has since filled the position and transferred the fiscal accountability functions to the internale
auditor.e

District Response: An Internal Auditor was hired on July 1, 2009 to act as Disbursing Officer.eTheo
Accounting Coordinator no longer has access to physical warrant stock or signature authority on locale
bank accounts.eThe Internal Auditor maintains the keys to the physical warrants and has signaturee
authority, but does not have posting rights in the financial systems (CECC or FIN) or access to the checko
signature plate.eThe Internal Auditor reports directly to the Deputy Superintendent, rather than theo
Director of Fiscal Services, thus enhancing her independence from the Business Office.oShe is alsoe
independent of warrant processing, thus meeting the requirements of a Disbursing Officer.o

The Internal Auditor is currently writing procedures for notification of banks and the county office whene
the Internal Auditor leaves employment, identification of an interim and the hiring of a replacement.eTheo
Director of Fiscal Services will act as interim Disbursing Officer in the absence of the Internal Auditor.e
The Director of Fiscal Services does not have access to the check signature plate and all warrants areeo
reviewed by the Accounting Coordinator, thus there is adequate segregation of duties and sufficiente
compensating controls for this interim position.eThe procedures will be completed by February 2010.0

The Accounting Coordinator and Payroll Supervisor no longer have access to the check printer key or theo
raw warrant stock. The Internal Auditor and IT Department have access to the key to the physicale
warrant stock room and the key to the warrant stock cabinet.eNeither the Internal Auditor nor the ITe
Department have access to the check signature plate or have system posting rights.e
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Section II - Financial Statement Findings, (continued)
Finding #2009-2 Fiscal Accountability (30000) (continued)

The Internal Auditor is responsible for checking out raw commercial warrant stock as needed for manuale
warrants and entering the warrants into the warrant log.eThe raw stock is provided to the Accountinge
Coordinator or the Payroll Supervisor for processing.oThe Internal Auditor tracks all manual warrante
stock provided to the Accounting Coordinator and Payroll Supervisor and signs off on all manuale
warrants prior to mailing.©All commercial warrant stock is tracked through a warrant log and will bee
audited by the Internal Auditor on a semi-annual basise

The Accounting Coordinator is performing a 100% review of all commercial warrants.eThe Internale
Auditor is performing a risk-based audit of commercial warrants.eThe Payroll Supervisor ande
Accounting Coordinator are performing a 100% review of all payroll disbursements.eThe Internale
Auditor will begin performing a risk-based audit of payroll disbursements in January 2010.0

Finding #2009-3 Financial Policies and Procedures (30000)

We found a lack of standardized procedures and forms in financial/accounting areas.eWe were alsoe
advised that the business staff is in the process of updating policies and procedures.oWe encourageo
continued effort in this area and communication of applicable revisions to school sites and departments.o

Recommendation: We recommend that business staff develop and update standardized procedures toe

communicateeand implement at all the appropriate levels, sites, and departments.®

District Response: The District is currently working on and plans to implement financial policies ande
procedures in 2009-10. The District is also implementing a new financial system and as it moves off theo
current HP3000 onto a web-based system, procedures will be updated accordingly.eStandardizede
procedures will be completed by June 2010.0
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Section II - Financial Statement Findings, (continued)

Finding #2009-4 Safeguarding Assets (30000)

Information technology (IT) staff has the ability to reprint payroll checks more than once from the sameeo
file without going through the normal approval sequence.olT is also responsible for making up thee
sequence of numbers for direct deposit.eThere are no safeguards from preventing a person in theire
position to print checks at will, however, there is county oversight which might detect a material amount.o
We also found the accounts payable check stock is not properly accounted for; the Auditor noted an opene
box of checks that IT was unaware of in the file cabinet.oAuditor also noted the box of checks was out ofe
sequence and the checks were of the same account number as accounts payable checks in use.eFinally, theo
paycheck computer and printer are located in an unsecured room.o

Recommendation: Safeguard assetséy acquiring a security system that restricts access to the check stocke
and identifies individuals who have accessed the areas (cameras, individual swipe cards, etc). Takeo
inventory of the restricted area to account for all blank accounts payable checks.oAlso IT staff should note
have the ability to reprint payroll checks. Once payroll checks are printed, the file should be locked.o

District Response:eThe CECC system does not currently have controls in place to prevento

printing duplicate checks.eThere are existing compensating controls, such as monthly cashe
reconciliations, cash transfers to cover the warrants, and County Auditor review of the warrant register,o
to offset the risk of duplicate checks.oIn addition, the Districts’ CECC consultant is investigating theeo
system’s ability to lock the warrant data file to prevent printing of duplicate warrants.eThe Internale
Auditor would have the ability to override this control to allow for a duplicate check in the case ofe
printing errors.o

The box of raw commercial warrant stock was entered into the commercial warrant log and subsequentlye
destroyed, as witnessed by the Internal Auditor and Accounting Coordinator.eAll commercial warrante
stock is tracked through a warrant log and will be audited by the Internal Auditor on a semi-annual basis.o

While the paycheck computer and printer are located in an unsecured room, the key to operate thee

printer was moved to a secured room in September 2009 which is only accessible to the Internal Auditore
and IT department.o
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Section II - Financial Statement Findings, (continued)

Finding #2009-5 Revolving Cash (30000)

Payments made from revolving cash did not always contain evidence of approval on the supportinge
documentation.eWithout sufficient evidence of approval, there is an opportunity for an inappropriatee
expenditure to be made.o

Recommendation: The District shouldalevelop a standard form to contain signature lines for approvale
and ensure that only authorized personnel are approving the expenditures.o

District Response: The District has a standard approval form and requires the use of this form fore
reimbursement.oApproval signatures are required by the site administrator and Director of Fiscal Serviceo
on each submitted form.eAny forms submitted without proper authorization are returned to thee
originator with a letter identifying the deficiency.eRevolving cash vouchers will not be prepared fore
payment without proper documentation and approval.e

Finding #2009-6 Revolving Cash (ASES) (30000)

After school program expenditures for employee reimbursements were being paid out of revolving cashe
and the number of transactions were significant.eProgram payments, with few exceptions, should not bee
paid out of revolving cash but should go through the normal purchasing and accounts payable systems.o

Recommendation: We recommend that ASES expenditures for employee reimbursements not be paide
out of revolving cash in lieu of using the purchasing system.oWe would also recommend that the persone

signing the checks initial the backup as evidence of review.o

District Response: As of October 2009, all revolving cash vouchers are processed through accountse
payable and subject to the review and audit process.o
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Section II - Financial Statement Findings, (continued)
Finding #2009-7 Cash Handling (30000)
We found various areas where cash handling internal controls could be improved:e

District Office Receivable and Cash Receipts: The same accountant bills for facilities use ande
posts cash receipts. A second person reviews the outstanding AR aging but would not, in theo
course of that function, notice an account improperly written off.oLack of segregation of dutieso
could result in theft of cash receipt not being detected.oThe same accountant also does billings fore
multiple other activities such as: school site fundraising activities, ASB and PTA reimbursemente
for payroll and payables for instructional materials, Civic Center facility usage, CTA billing fore
substitute teachers, school site vandalism, lost keys billing, etc. Additionally, 3 of 10 cash receiptse
tested do not contain proper supporting documentation.e

Cafeteria Cash Clearing: Accounts need to be reconciled and monitored.olt appears that depositse
are made into the cafeteria cash clearing account and a check is written to the cash in countye
treasury immediately without waiting for the checks to clear the clearing account.eAs a result theo
District account is subject to NSF fees for returned checks.o

Child Development Cash Clearing: Through inquiry and testing of cash receipts it was notedo
that proper segregation of duties does not exist at the child development center. The same persone
invoices, collects cash as well determines fees allocated to the child’s account.eLack of segregatione
of duties provides an opportunity for fraud to exist.e

Site Cash Clearing: The high schools do not deposit all of their cash receipts through the Districte
cash receipt process.oSites make their own deposits into the secondary school cash clearinge
account.oThe District office is not able to obtain all the deposit slips from the secondary schoole
direct depositing,dherefore, the account cannot be fully reconciled each month.e

Recommendations: We recommend that someone independent of the cash receipt and reconciliatione
process reconcile and approve the reconciliation from Quicken to HP each month for the District, payrolle
and secondary school clearing account.eSegregate duties between cash receipting, invoicing &e
reconciliation.e

Consider hiring an armored truck service to pick up cash from the sites and District office and deliver too
the bank.o
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Section II - Financial Statement Findings, (continued)
Finding #2009-7 Cash Handling (30000) (continued)

Recommendations: We recommend that Nutrition Services post entries to the clearing account ande
reconcile it at each period end.oFurthermore, the account should be used to “clear” funds so as to detecte
NSFs before County Treasury transfers are made and thus prevent overdraft charges and/or leave ao
residual amount in the bank to cover NSFs, but reconcile to that residual balance monthly.o

We recommend that the District require the secondary school sites to submit and process all their cashe
receipts through the normal District receipting process eliminating any confusion or reconciling errors,o
reconciliation would then be completed at the District office level.o

District Response: Implemented in November 2009, all fees for facilities use permits must be submittede
with the application rather than billed subsequent to the event by the Accounts Receivable Technician Le
The applications are approved by the Director of Facilities prior to submission to the AR Technician I fore
receipting.o

Due to insufficient staffing, the Accounts Receivable Technician is responsible receipting, invoicing &e
reconciliations of the Santa Barbara Bank and Trust accounts.eThe AR Technician II performse
reconciliations of all of the bank accounts held at the Santa Barbara County Treasury.eThe District wille
continue to evaluate these processes and either segregate duties among staff members or create additionale
compensating controls to offset the risk of any improprieties.eln addition, the District will continue toe
provide training to staff members on the required level of supporting documentation for each and everyo
cash receipt.eFiscal staff is currently evaluating cash invoicing and receipting software packages fore
utilization by the AR Technician in order to add additional levels of control to the receipting process.o
Reports produced from this software will be reviewed by management on a monthly basis.o

Deposits are prepared in each cafeteria daily and deposited throughout the month in a timely manner.olne
the past the total balance in the account at month-end has been transferred to county treasury.eGoinge
forward, the Nutrition Services Accounting Technician will leave $1,000 in the account at month-end too
allow for any unforeseen charges.eln addition, the AR Technician II, located in the Fiscal Servicese
department,owill review Cafeteria Fund cash reconciliations on a monthly basis.o

The Internal Auditor will be evaluating the lack of segregation of duties at the child development centere
by April 2010.eBased on the evaluation, duties will be sufficiently segregated or compensating controlse
will be established to reduce the risk of fraud to an acceptable level.o

The District will require any deposits made directly by sites to be signed by two site personnel ande

submitted to the District office for review.eThe AR Technician will reconcile the clearing accountse
monthly and will investigate and resolve any variances in a timely manner.o
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Section II - Financial Statement Findings, (continued)

Finding #2009-8 Inventory (20000)
Through internal control inquiry, it was noted that fixed assets ranging from $500 to $5,000 are not beinge
tagged and tracked, which is complicated to do as there is no centralized receiving function.e

At year end wealso found a $37,578 variance between inventory per the general ledger and inventorye
supporting documentation.eUpon inquiry it appears that the inventory tracking system is complicatede
and prone to misstatement.eFunds are “borrowed” from Fund 01 by Fund 66, Warehouse Revolvinge
Account, and District 31 in order to purchase inventory.eWhen inventory is purchased it is recorded ine
Fund 66, District 31.eDistrict 17 must “purchase” inventory from District 31.eDeletions of inventorye
require a “due to/due from” between Fund 66 and Fund 01, with the write-off expense being debited toe
Fund 01 and the credit to inventory being booked to Fund 66.eUpon further inquiry it was determinede
the#37,578 variance betweenerounted inventory and book inventory was undeterminable and removede
thewverage. The current inventory accounting methodology results in the current year and prior endinge
balances being misstated and also creates opportunity for fraud due to the lack of ability to fully reconcilee
theevariances.o

Recommendation: Weaecommend that theegpurchasing department expand their procedures, currentlye
ineplace todrack federal program assets and assets over $5,000,&o include tracking all assets valued frome
$500 to $5,000.0We also recommend that SBSD discontinue use of Fund #66 and maintain all inventory ine
the General Fund 01.9As a result, purchases and deletions of inventory will not require “due to/duee
from” transactions.oFurthermore, we suggest that inventory should be held separately for districts so thate
there will be reduced need for inter-district transactions and greater accountability for each district.e

District Response: The District implemented the CECC Fixed Asset module on July 1, 2009 for thee
tracking of inventory (items valued at $500 or greater but less than $5,000) and assets valued at $5,000 ore
greater. Inventory and assets are identified in the on-line Purchasing system at the Requisition level,eande
automatically pulled into thedFixed Asset module when thedtems are received in the system. In addition,®
all inventory and assets are shipped to the District’s central warehouse for receiving, inspection ande
tagging with barcodes. Barcode numbers will be unique to each District and correspond to the Fixedo
Asset module. In the future,ehe District will deploy barcode scanners to each school site to facilitateo
annual physical counting of inventory and assets. Data from school sites will then be reconciled with thee
Fixed Asset module.o
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Section II - Financial Statement Findings, (continued)

Finding #2009-9 Accounts Payable and Purchasing Segregation of Duties (30000)

The accounts payable technicians and Accounting Coordinator have the ability to setup a vendor (e.g., a®
one-time vendor), enter an invoice, pick up the checks and sign the checks (having access to the signaturee
plate).oBecause there is no independent check, the potential for fraud exists.e

We also found that journal entries are not approved with a second signature if initiated by the Accountinge
Coordinator and that most all entries are posted in the accounting department.eAlthough noe
irregularities were found, there exists sole access to District assets and a means to cover-up potentiale
fraud in theaccounting entries.o

Audit testing found 2 out of 69 expenditures had purchase orders dated after the invoice.oIn these cases,o
goods are purchased before going through the District’s purchasing process, thus invoiced goods aree
received before purchase orders are generated.oHowever, the goods purchased appeared to beo
appropriate types of expenses.o

Recommendations: Accounts Payable should not be able to set up vendors because they are processinge
vendors for payment. Vendor set up should be restricted to the purchasing department.€One time vendore
issues should be run through either purchasing or the revolving cash fund if below the dollar amounte
restriction.e

We recommend the internal audit the warrants as part of their fiscal accountability duties.o
We recommend that all purchases should be pre-approved prior to purchase.o

District Response: District policy states that the purchasing department is responsible for vendor set-up;e
however, accounts payable has access to the vendor set-up screens.oThe District has establishede
procedures that would identify any improper vendor payments, such as a 100% review and a risk-basede
audit of commercial warrants by the Accounting Coordinator and Internal Auditors, respectively.o

The Accounting Coordinator no longer has access to physical warrant stock or signature authority one
local bankeccounts.eThe Internal Auditor maintains the keys to the physical warrants ande

has signature authority, but does not have posting rights in the financial systems (CECC or FIN) or accesse
to the check signature plate.oThe Internal Auditor is independent of warrant processing.o

The Accounting Coordinator is now performing ael00% review of all commercial warrants and theo
Internal Auditor is performing a risk-based audit of commercial warrants, with minimum audit coveragee
of 50% of warrants and 75% of total dollars processed.eWritten procedures on the risk-based audit ofe
commercial warrants were drafted in October 2009.0The Santa Barbara€County Education Office’so
Commercial Warrant Manual was examined when establishing procedures for auditing of all commerciale
warrants.e
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Section II - Financial Statement Findings, (continued)
Finding #2009-9 Accounts Payable and Purchasing Segregation of Duties (30000) (continued)

District Response: District policy requires the creation of a PO prior to purchase; however, due too
unforeseen circumstances a small number of purchases may be invoiced prior to the creation of ae
purchase order.eAny invoices submitted without a purchase order are returned to the originator with ae
letter identifying the deficiency.eInvoices will not be prepared for payment without propere
documentation.e

Starting in January 2010, the Director of Fiscal Services will review and authorize all journal entriese
initiated by the Accounting Coordinator.e

Finding #2009-10 Credit Cards (30000)

Through our testing of credit cards, we found that 2 out of the 12 credit card transactions tested did note
have an itemized receipt to support restaurant expenditures, which is preferably the credit card chargeo
slip alone.#One out of the 12 transactions tested for a hotel charge did not have a receipt attached toe
support the expense.o

Recommendation: We recommend improvement in the supporting documentation provided for credite
card charges, including itemized receipts when available.o

District Response: Any credit card charges incurred without itemized receipts are returned to theo
originator with a letter identifying the deficiency.eCredit cards will not be prepared for payment withoute
proper documentation.eln addition, the Business Office has reduced the number of District office credite
cards by 50% to reduce the risk of unsupported or inappropriate charges.o
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Section II - Financial Statement Findings, (continued)

Finding #2009-11 Personnel & Payroll (30000)

There are long-standing personnel and payroll District practices that are not consistent with good internale
controls in the areas of hiring, time accounting, leave reporting, and reconciliation of payroll records; ase
further described:o

Timesheets and leave requests are not signed by employees.o

Site secretaries sometimes sign in lieu of the principal, contrary to District policy.e

Time and leave is not reported in a consistent format, i.e., District forms have been modified ande
hand-written notes are used.eLack of uniformity has resulted in incomplete information beinge
submitted to the District office.o

Employee terminations are not always reported timely resulting in overpayments that may beo
difficult to collect.o

Improved reconciliation and review over STRS/PERS reporting is a priority of staff.e

Substitute time is not reconciled to the leave record of the person they are substituting for toe
verify authenticity of time reported.e

Temporary hourly employees are not always budget approved in advance of hiring and othere
personnel procedures might be circumvented.o

Communications between the site/personnel and payroll result in payroll errors and omissions,e
also the governing board must approve all changes not just new employees but existinge
employees and this has caused a lag in the payroll processing system.o

Employees are not required to sign for paychecks, therefore terminations are not timely or a ghoste
employee could exist.o

Three out of 12 I-9s, legal residency/citizenship form, could not be located.®

Magic personnel system is not integrated with payroll, therefore inefficiencies exist.o

We understand that improvements have been made in the last year and that procedures are being writtene
at present, but further compliance is needed.o

Recommendation: We recommend that the District develop policies and standardized procedures toe
address the internal control deficiencies noted above.eSchool sites and departments should be trained one
the new procedures and held accountable.o

95



SANTA BARBARA SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
For the Fiscal Year Ended June 30, 2009

Section II - Financial Statement Findings, (continued)
Finding #2009-11 Personnel & Payroll (30000) (continued)

District Response: District staff are currently reviewing and evaluating all personnel and payrolle
policies.oStandardized policies and procedures will be established in 2009-10 to address the internale
control weaknesses identified above and all District staff and site personnel will be sufficiently trainede
and evaluated on the procedures.o

In February 2010, the District will be implementing a new human resources system, Employee/Positione
Information Collaborative System (EPICS), to improve the hiring process and flow of documentatione
between sites, personnel and payroll.eEPICS is a web-based system that allows for tracking ofe
terminations, time and leave reporting,sub-time reconciliations and automotive generation of personnele
action forms.eEPICS will allow for full integration with the payroll module currently in developmento
with CECC.e

The District is also taking the following steps, with regard to payroll and personnel:o
e To prevent the risk of a “ghost employee”, the District is evaluating the elimination of directo

deposit for one pay period per year and requiring employees to sign for their paychecks.o

e On December 15, 2009, fiscal staff will be presenting a proposal to the Santa Barbara School Boarde
on board approval of employees.o

e InJuly 2009, the District hired a Payroll Technician to reconcile, review and report over
STRS/PERS.

e As of July 2009, the District implemented authorized signatures forms for each site, indicatinge

personnel permitted to approve monthly time reports.o
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Section II - Financial Statement Findings, (continued)

Finding #2009-12 Deferred Net Pay (30000)

The District’s maintain a Fund 81 for deferred net pay.oThis Fund is used to track the 10 month employeee
salaries in order to pay them over a 12 month period. This fund is not included in the District’s financiale
statements and is accounted for in a separate account, District 90.eThis account is not being monitored ore
reconciled. All of the holding accounts and clearing accounts are also run through the District 90 account.e
As a result, there is a possibility of employee tax withholding being incorrectly calculated and disbursede
without monthly reconciliation.o

Recommendation: We recommend that the District monitoreand reconcile thedistrict 90 account on ae
monthly basis to make sure that deferred net pay fund and the clearing funds are being accounted fore
correctly.o

District Response: As of December 2009, the Accounts Receivable Technician II is performing a monthlye
reconciliation of the District 90 account.eAny and all variances are being investigated and will be resolvede
by February 2010.0

Finding #2009-13 Retiree Benefit Fund (30000)

The District is using the Retiree Benefit Fund (SACS Fund 71) to accumulate monies to provide for theo
postemployment benefits of District employees, although the fund is not established as an irrevocableo
trust.eThe Retiree Benefit Fund is currently misclassified as a fiduciary fund.eThe Retiree Benefit Funde
should be used to accumulate monies under an irrevocable trust to provide for the postemploymente
benefits of District employees.oAlternatively, the District could establish a special reserve or selfo
insurance fund for post-employment benefits.o

Recommendation: The District should re-establish the Retiree Benefit Fund as either a Special Reserveo
for Postemployment Benefits Fund (SACS Fund 20), which is a special revenue governmental fund type, ao®
Self-Insurance Fund, or simply as a designation in the General Fund.o

District Response: On October 13, 2009, the Santa Barbara School Board authorized the closure of thee
Retiree Benefit Fund (SACS Fund 71) and opened a Special Reserve For Other Than Capital Outlay Funde
(SACS Fund 17).0As of December 9, 2009, fiscal staff is in the process of transferring the remaininge
balance in Fund 71 to Fund 17.eOnce all transfers are completed, Fund 71 will be closed and no furthere
transactions will occur from that date forwarde
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For the Fiscal Year Ended June 30, 2009

Section III - Federal Award Findings and Questioned Costs
This section identifies the audit findings required to be reported by Circular A-133, Section .510(a) (e.g.,®
significant deficiencies, material weaknesses, and instances of noncompliance, including questionede

costs).®

There were no federal award findings or questioned costs in the 2008-09 fiscal year.
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SANTA BARBARA SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
For the Fiscal Year Ended June 30, 2009

Section IV - State Award Findings and Questioned Costs

This section identifies the audit findings pertaining to noncompliance with state program rules ande
regulations.o

There were no audit findings and questioned costs related to state awards during 2008-09.
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SANTA BARBARA SCHOOL DISTRICT
Summary Schedule of Prior Audit Findings
For the Fiscal Year Ended June 30, 2009

Original
Finding
No. Finding Code Recommendation Current Status
Finding #2008-1: TheeCafeteriadfund@fdhedistricteontinues¢odncure 30000e AsdhedCafeteriadiundeontinuesd¢oaequiree Implementede
Budget operatingdosses.eThedistrict¢ransferred€372,0000 assistancedromehedGeneraldund,aneasuresshoulde
Monitoring/Deficit during®007-08¢oaoveragortionafdhedafeteriadrundeo bedakendmmediatelydo@ssessehedCafeteriao
Fund Balance - operatingaleficit.o operationsanddinancialeondition.eThedGenerale
Cafeteria Fund@ananodongersupportd¢hewperatingaleficitse
incurreddydhedCafeteriadfundewhileenaintainingae
sufficientaeservedalance.o
Finding #2008-2: Thedistrictalidenotemaintainaletaileddixedasseto 30000e Thedistrictshouldemaintainaletaileddixedasseto Implementedo
Fixed Assets recordsdoreequipment.oThedistrictalsoalidaote recordsdghatevillallowdhewalculation@fannuale

calculatealepreciatione@xpensedordheeyear.o
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depreciationandepreparation®fdheggovernment-
widedinancialstatements.o



SANTA BARBARA SCHOOL DISTRICT
Summary Schedule of Prior Audit Findings
For the Fiscal Year Ended June 30, 2009

Original
Finding
No.

Finding Code

Recommendation

Current Status

Finding #2008-3:
Criteria or Specific
Requirements

Criteria: Thedistrictenustéholdepublicéhearingsepero
CaliforniaEducationgCodebection®0119@n@rdeforeo 700000
the@ightheweekdromdhedirstalaygupilsattendedo
schooldordhateyeardoaletermine¢hroughaaesolutione
whethereeachepupiléneach&chooldad, @rewoulddhaveo
bydhe@ndofdhatdiscaleyear,sufficientdextbooksare
otherdnstructionalenaterialséneacheubject.o

Condition:

e  Thedistrictalidenoteronductdheirgpublico
hearings@n@rdeforedheeightheveekdrome
thedirstalayeupilsattendedechooldordhate
year.o

¢ Thedlementarydistrictetarted@neAugusto
27*°andéheldeheirepublicdhearingenddctobere
23rd%(9aweeks).o

¢  The&econdary&chooldistrictetartedeschoole
onAugust®7"andéelde¢heirgpublicéhearinge
ondecemberdl 1t°(16ewveeks).o
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Thedistrictehouldeloghegublicdearing@nere
beforedhe@ightheweekdromehedirstalayepupilse
attendedschooldordhateyear.o

Implementedo



