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l ‘ . Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Board of Trustees and

Citizens Oversight Committee
Santa Clara Unified School District
Santa Clara, California

We have audited the accompanying financial statements of the Santa Clara Unified School District (the District),
General Obligation Bond Fund (Measure J), as of and for the year ended June 30, 2012, as listed in the table of
contents. These financial statements are the responsibility of the District's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

As discussed in Note 1, the financial statements present only the General Obligation Bond Fund specific to
Measure J and are not intended to present fairly the financial position and results of operations of the Santa Clara
Unified School District in conformity with accounting principles generally accepted in the United States of
America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the General Obligation Bond Fund (Measure J) of the Santa Clara Unified School District as of June
30, 2012, and the results of its operations and changes in its financial position, for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 6, 2012, on our
consideration of the District General Obligation Bond Fund's (Measure J) internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in conjunction with this report in
considering the results of our audit.

Wé@%,%f— CozlLy)
Palo Alto, California

October 6, 2012
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SANTA CLARA UNIFIED SCHOOL DISTRICT
GENERAL OBLIGATION BOND FUND (MEASURE J)

BALANCE SHEET
JUNE 30, 2012
ASSETS
Cash and investments $ 105,356,519
Accounts receivable 416,752
Total Assets $ 105,773,271

LIABILITIES AND FUND EQUITY

LIABILITIES

Accounts payable $ 6,736,839
FUND BALANCE

Restricted fund balances 99,036,432

Total Liabilities and Fund Equity $ 105,773,271

The accompanying notes are an integral part of these financial statements.
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SANTA CLARA UNIFIED SCHOOL DISTRICT
UND (MEASURE J)

GENERAL OBLIGATION BOND F

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30,

2012

REVENUES AND OTHER SOURCES
Interest

EXPENDITURES
Current Expenditures
Classified salaries and benefits
Employee benefits
Supplies
Services and operating expenditures
Capital outlay
Total Expenditures

EXCESS OF EXPENDITURES OVER REVE

Fund Balance - Beginning
Fund Balance - Ending

The accompanying notes are an integral part of these financial statements.

*NUES
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$ 1,005,346

537,216
145,782
249,499
2,306,719
68,331,451

71,570,667

(70,565,321)

169,601,753

$ 99,036,432




SANTA CLARA UNIFIED SCHOOL DISTRICT
GENERAL OBLIGATION BOND FUND (MEASURE J)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Santa Clara Unified School District General Obligation Bond Fund (Measure J)
conform to accounting principles generally accepted in the United States of America as prescribed by the
Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public Accountants.
The Santa Clara Unified School District General Obligation Bond Fund accounts for financial transactions in
accordance with the policies and procedures of the California School Accounting Manual.

Financial Reporting Entity

The financial statements include only the General Obligation Bond Fund of the Santa Clara Unified School
District used to account for Measure J projects. This Fund was established to account for the expenditures of
general obligation bonds issued under the General Obligation Bonds Election of 2004. These financial statements
are not intended to present fairly the financial position and results of operations of the Santa Clara Unified School
District in compliance with accounting principles generally accepted in the United States of America.

The authorized issuance amount of the bonds is $315,000,000. The first series of bonds in the amount of
$78,860,000 were sold on July 14, 2006 and the second series of bonds in the amount of $120,000,000 were sold
on July 23, 2008. The remaining amount of $116,140,000 were sold on June 9, 2011.

Fund Accounting

The operations of the General Obligation Bond Fund are accounted for in a separate set of self-balancing accounts
that comprise its assets, liabilities, fund balance, revenues, and expenditures. Resources are allocated to and
accounted for in the fund based upon the purpose for which they are to be spent and the means by which spending

activities are controlled.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of measurement made, regardless of

the measurement focus applied.

The General Obligation Bond Fund is accounted for using the flow of current financial resources measurement
focus and the modified accrual basis of accounting. Using this measurement focus, only current assets and
current liabilities generally are included on the balance sheet. The statement of revenues, expenditures, and
changes in fund balance reports on the sources (revenues and other financing sources) and uses (expenditures and
other financing uses) of current financial resources. Under the modified accrual basis of accounting, revenues are
recognized in the accounting period in which they become both measurable and available to finance expenditures
of the current fiscal period. Expenditures are recognized in the accounting period in which the liability is

incurred.



SANTA CLARA UNIFIED SCHOOL DISTRICT

GENERAL OBLIGATION BOND F

UND (MEASURE J)

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

Budgets and Budgetary Accounting

Annual budgets are adopted on a basis consi

States of America for all governmental funds.

than July 1 in accordance with State law. A

adoption. The District's governing board sati

year to give consideration to unanticipated rey

the time of budget adoption. The District em;
accounts. Expenditures cannot legally exceed

Encumbrances

The District utilizes an encumbrance accou
commitments for the expenditure of monies

appropriation. Encumbrances are liquidated
are liquidated at June 30 since they do not con

Fund Balance - Governmental Funds

As of June 30, 2012, all fund balances of the G

Restricted fund balances are amounts that ¢

provisions or enabling legislation or because

contributors, or the laws or regulations of othe;
Use of Estimates

The preparation of financial statements in con
States of America requires management to m
assets and liabilities and disclosure of conting
the reported amounts of revenues and expen
differ from those estimates.

New Accounting Pronouncements

In November 2010, the GASB issued GASH
amendment of GASB Statements No. 14 and
reporting for a governmental financial report
Reporting Entity, and the related financial
Statements-and Management's Discussion and
meet user needs and to address reporting entit)
provisions of this Statement are effective fg
Earlier application is encouraged. Adoption
financial statement.

stent with accounting principles generally accepted in the United
The District's governing board adopts an operating budget no later
\ public hearing must be conducted to receive comments prior to
sfied these requirements. The Board revises this budget during the
venue and expenditures primarily resulting from events unknown at
oys budget control by minor object and by individual appropriation
appropriations by major object account.

mting system under which purchase orders, contracts and other
are recorded in order to reserve that portion of the applicable
when the commitments are paid and all outstanding encumbrances
stitute expenditures or liabilities.

reneral Obligation Bond fund are classified as restricted.

an be spent only for specific purposes because of constitutional
of constraints that are externally imposed by creditors, grantors,
I governments.

formity with accounting principles generally accepted in the United
ake estimates and assumptions that affect the reported amounts of
rent assets and liabilities at the date of the financial statements and
ditures/expenses during the reporting period. Actual results could

3 Statement No. 61, The Financial Reporting Entity: Omnibus-an
No. 34. The objective of this Statement is to improve financial
ing entity. The requirements of Statement No. 14, The Financial
reporting requirements of Statement No. 34, Basic Financial
| Analysis-for State and Local Governments, were amended to better
y issues that have arisen since the issuance of those Statements. The
v financial statements for periods beginning after June 15, 2012.
of this statement is not expected to materially impact the District’s




SANTA CLARA UNIFIED SCHOOL DISTRICT
GENERAL OBLIGATION BOND FUND (MEASURE J)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

In March 2012, the GASB issued Statement No. 66, Technical Corrections—2012—an amendment of GASB
Statements No. 10 and No. 62. The objective of this Statement is to improve accounting and financial reporting
for a governmental financial reporting entity by resolving conflicting guidance that resulted from the issuance of
two pronouncements, Statements No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, and
No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements.

This Statement amends Statement No. 10, Accounting and Financial Reporting for Risk Financing and Related
Insurance Issues, by removing the provision that limits fund-based reporting of an entity’s risk financing
activities to the General Fund and the internal service fund type. As a result, governments should base their
decisions about fund type classification on the nature of the activity to be reported, as required in Statements No.
54 and Statement No. 34, Basic Financial Statements—and Management's Discussion and Analysis—for State
and Local Governments.

This Statement also amends Statement No. 62 by modifying the specific guidance on accounting for (1) operating
lease payments that vary from a straight-line basis, (2) the difference between the initial investment (purchase
price) and the principal amount of a purchased loan or group of loans, and (3) servicing fees related to mortgage
loans that are sold when the stated service fee rate differs significantly from a current (normal) servicing fee rate.
These changes clarify how to apply Statement No. 13, Accounting for Operating Leases with Scheduled Rent
Increases, and result in guidance that is consistent with the requirements in Statement No. 48, Sales and Pledges
of Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future Revenues, respectively.

The provisions of this Statement are effective for financial statements for periods beginning after
December 15, 2012. Earlier implementation is encouraged.

NOTE 2 - INVESTMENTS

Deposits and investments as of June 30, 2012, consist of the following:

Deposits with county treasurer $ 105,356,282

Cash awaiting deposit 237
$ 105,356,519

Policies and Practices

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



SANTA CLARA UNIFIED SCHOOI]
GENERAL OBLIGATION BOND K

NOTES TO FINANCIAL STATEMI
JUNE 30, 2012

. DISTRICT
'UND (MEASURE J)

ENTS

Investment in County Treasury

The District 1s considered to be an involunta

participant in an external investment pool as the District is required

to deposit all receipts and collections of monies with their County Treasurer (Education Code Section 41001).
The fair value of the District's investment in the pool is reported in the accounting financial statement at amounts
based upon the District's pro-rata share of the fairly value provided by the County Treasurer for the entire

portfolio (in relation to the amortized cost of
accounting records maintained by the County

Interest Rate Risk

Interest rate risk is the risk that changes i
investment. Generally, the longer the maturi
changes in market interest rates. The District
Pool.

Weighted Average Maturity

The District monitors the interest rate risk inhi
its portfolio. The District manages its exposu
the County Treasury pool. The fair value of 4
the County Treasurer at June 30, 2012, was $
days. The pool does not have a credit rating.

NOTE 3 - ACCOUNTS RECEIVABLE

5

Accounts receivable at June 30, 2012, consists

NOTE 4 - ACCOUNTS PAYABLE

Accounts payable at June 30, 2012, consisted

Vendor payables

Salaries and benefits

Reimbursable costs to Santa Clara Unified S¢
Total

at portfolio). The balance available for withdrawal is based on the

Treasurer, which is recorded on the amortized cost basis.

market interest rates will adversely affect the fair value of an
of an investment, the greater the sensitivity of its fair value is to

manages its exposure to interest rate risk by investing in the County

erent in its portfolio by measuring the weighted average maturity of

ire to interest rate risk by depositing substantially all of its funds in

he deposits for the General Obligation Bond Fund (Measure J) with
105,757,764 and the weighted average maturity of the pool was 472

d of interest of $416,752.

of the following:

Amount
$ 6,650,084
5,925
hool District general fund 80,830
$ 6,736,839




SANTA CLARA UNIFIED SCHOOL DISTRICT

GENERAL OBLIGATION BOND FUND (MEASURE J)

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 5 - MEASURE J GENERAL OBLIGATION BONDS

The outstanding general obligation bonded debt is as follows:

Bonds Bonds

Issue  Maturity Interest Original Outstanding Outstanding
Date Date Rate Issue July 1, 2011 Issued Redeemed June 30, 2012
07/05 2030 3.0%-5.0% $ 78,860,000 $ 52,840,000 $ - $1,750,000 $ 51,090,000
07/08 2034 3.5%-5.0% 120,000,000 105,880,000 - 1,240,000 104,640,000
06/11 2036 3.0%-5.0% 91,140,000 91,140,000 - 91,140,000
06/11 2027 4.2%-5.3% 25,000,000 25,000,000 - 25,000,000

$ 274,860,000 §$ - $2,990,000 $ 271,870,000

The bonds mature through 2037 as follows:

Year Ending
June 30,

2013
2014
2015
2016
2017
2018-2022
2023-2027
2028-2032
2033-2037
Total

Interest to

Principal Maturity Total
4,440,000 $ 9,931,635 14,371,635
4,800,000 12,566,348 17,366,348
5,050,000 12,371,986 17,421,986
5,540,000 12,158,061 17,698,061
5,945,000 11,908,386 17,853,386

37,935,000 54,850,193 92,785,193
52,995,000 44,705,379 97,700,379
70,895,000 29,808,912 100,703,912
84,270,000 10,133,225 94,403,225
271,870,000 $ 198,434,125 470,304,125




SANTA CLARA UNIFIED SCHOOL DISTRICT

GENERAL OBLIGATION BOND FUND (MEASURE J)

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 6 - COMMITMENTS AND CONTINGENCIES

As of June 30, 2012, the General Obligation Bond Fund (Measure J) had the following commitments with respect

to unfinished capital projects:

Remaining Expected
Construction Date of
Capital Project Commitment Completion
Buchser Middle School Auxiliary Gymnasium Modernization $ 5,930,000 May 2013
Peterson Middle School Multipurpose Building Modernization 3,759,000 May 2013
Santa Clara High School Classroom Wings Mpdernization 4,276,000 February 2013
Santa Clara High School Temporary Classroom Portables 81,000 August 2012
Wilcox High School A&B Wings Modemization 8,196,000 February 2013
Wilson Phase 3-Bldgs H, I, J & L Total 201,000 August 2012
Wilson Phase 5-Bldgs F, G & M Total 2,387,000 August 2012
Wilson Phase 6-Bldgs. D & E Total 1,566,000 August 2012
$ 26,396,000

Litigation

The General Obligation Bond Fund (Measure J) is not currently a party to any legal proceedings.
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VALUE THE DIFFERENCE
L Certified Public Accountants

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

Board of Trustees and

Citizens Oversight Committee
Santa Clara Unified School District
Santa Clara, California

We have audited the accompanying financial statements of the Santa Clara Unified School District (the District)
General Obligation Bond Fund (Measure J), as of and for the year ended June 30, 2012, and have issued our
report thereon dated October 6, 2012. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of Santa Clara Unified School District is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit, we considered Santa Clara
Unified School District General Obligation Bond Fund's (Measure J) internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the General Obligation Bond Fund's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Santa Clara Unified School District General Obligation Bond Fund's (Measure J) internal control over financial
reporting.

A deficiency in internal control 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 and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Santa Clara Unified School District's General Obligation
Bond Fund (Measure J) financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the governing board, management, the California
Department of Education, the State Controller's Office, and is not intended to be and should not be used by
anyone other than these specified parties.

W@w@%«z Cylay)
Palo Alto, California
October 6, 2012
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SANTA CLARA UNIFIED SCHOOL DISTRICT
GENERAL OBLIGATION BOND FUND (MEASURE J)

FINANCIAL STATEMENT FINDINGS
JUNE 30, 2012

None reported.
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SANTA CLARA UNIFIED SCHOOL DISTRICT
GENERAL OBLIGATION BOND FUND (MEASURE J)

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2012

None reported.
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