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INDEPENDENT AUDITORS’> REPORT

We have audited the accompanying financial statcments of the governmental activities,
cach major fund, and the aggregate remaining fund information of the South San Francisco
Unified School District, as of and for the ycar ended June 30, 2006, which collectively
comprisc the District’s basic financial statements as listed in the table of contents. These
financial statements arc the responsibility of the South San Francisco Unificd School
District's management. Our responsibility is to cxpress opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issucd by the Comptroller General of the United Statcs.
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 cstimates made by management, as well as cvaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activitics, cach major fund,
and the aggregate remaining fund information of the South San Francisco Unified School
District, as of Junc 30, 2006, and the respective changes in financial position thercof for
the ycar then ended in conformity with accounting principles generally accepted in the
United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated November 9, 2006
on our consideration of the South San Francisco Unified School District's internal control over financial
reporting and 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 assessing
the results of our audit.

The management’s discussion and analysis on pages 3 through 12 and budgctary comparison information on
page 46 arc not a required part of the basic financial statements, but are supplementary information
required by accounting principles gencrally accepted in the United States. We have applied certain limited
procedures, consisting principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and
cxpress no opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise South San Francisco Unified School District’s basic financial statements. The other supplementary
information listed in the table of contents, including the Schedule of Expenditures of Federal Awards,
which is 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 the basic financial statements. Such information has been subjected to the auditing
procedures applicd in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
matcrial respects, in relation to the financial statements taken as a wholc.

@ W , 7
San Dicgo, California
November 9, 2006
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

This discussion and analysis of South San Francisco Unified School District’s financial performance provides
an overview of the District’s financial activitics for the fiscal year ended Junc 30, 2006. Pleasc read it in
conjunction with the District’s financial statements, which immecdiately follow this section.

FINANCIAL HIGHLIGHTS

®  Total net assets increased 5 percent over the course of the year.
®  Opvecrall revenues were $76 million, $3 million greater than expenses.

®  The total cost of basic programs was $73.1 million. Becausc a portion of these costs was paid for with
charges, fees, and intergovernmental aid, the net cost that required taxpayer funding was $59.3
million.

®  The District increased its outstanding long-term debt $40,795. This was primarily due to the
refunding of the General Obligation Bond.

®  Average daily attendance (ADA) decreased by 72.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management discussion and analysis (this section), the basic
financial statcments, and required supplementary information. The basic financial statements include two
kinds of statements that present different views of the District:

®  The first two statcments arc district-wide  financial statements that provide both short-term and long-term
information about the District’s overall financial status.
®  The remaining statements are fund financial statements that focus on individual parts of the District,
reporting the District’s operations in more detail than the district-wide statcments.
®  The governmental funds statements tell how basic services like regular and special education were
financed in the short term as well as what remains for future spending.
®  Fiduciary funds statements provide information about the financial rclationships in which the
District acts solcly as a trustee or agent for the benefit of others to whom the resources belong.






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

The financial statements also include notes that explain some of the information in the statements and

provide more detailed data. Figure A-1 shows how the various parts of this annual report are arrangcd and
related to onc another.

Figure A-1. Organization of South San Francisco
Unified School District’s Annual Financial Report

___________________________________________

Management’s : Basic Required
Discussion Financial Supplementary
and Analysis Information Information
P 1 S
7 1 Y
District-Wide Fund f Notes to the
Financial : Financial : Financial
Statements Statements Statements

SUMMARY -
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

Figure A-2 summarizes the major features of the District’s financials statements, including the portion of

the District’s activities they cover and the types of information they contain.

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

Type of Statements

District-Wide

Governmental Funds

Fiduciary Funds

Scope

Entire District, cxcept
fiduciary activitics

The activitics of the District
that arc not proprictary or
fiduciary, such as special
cducation and building
maintenance

Instanccs in which the
District administers
resourccs on behalf of
somcone clsc, such as
scholarship programs and
student activities monics

Required financial statements

® Statcment of Nct Assets

® Statcment of Activitics

® Balance Sheet

® Statement of Revenues,
Expenditures & Changes
in Fund Balances

e Statement of Fiduciary
Net Asscts

e Statement of Changes in
Fiduciary Net Assets

Accounting basis and

measurement _focus

Accrual accounting and

cconomic resources focus

Modified accrual accounting
and current financial

resources focus

Accrual accounting and
cconomic resources focus

Type of asset /liability

information

All asscts and liabilitics, both
financial and capital, short-
term and long-term

Only assets expected to be
uscd up and liabilities that
come duc during the ycar or
soon thereafter; no capital
assets included

All assets and liabilitics, both
short-term and long-term;
The District’s funds do not
currently contain
nonfinancial asscts, though
they can

Type qfiry‘]ow/ougﬂow

iry‘brmation

All revenucs and cxpenscs
during year, regardless of
when cash is reccived or paid

Revenucs for which cash is
received during or soon after
the end of the year;
expenditures when goods or
scrvices have been received
and payment is due during
the year or soon thereafter

All revenues and expenses
during the year, regardless of
when cash is reccived or paid







SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

The remainder of this overview section of management’s discussion and analysis highlights the structure and
contents of cach of the statements.

District-wide Statements

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

The two district-wide statements report the District’s net assets and how they have changcd. Net assets —
the difference between the District’s assets and liabilitics — is one way to measure the District’s financial
health or position.

®  Opver time, increases and decreases in the District’s net asscts are an indicator of whether its financial
position is improving or dcteriorating.

®  To assess the overall health of the District, you need to consider additional nonfinancial factors such as
changes in the District’s property tax basc and the condition of school buildings and other facilitics.

® In the district-wide financial statements, the District’s activitics are categorized as Governmental
Activities. Most of the District’s basic services are included here, such as regular and special cducation,
transportation, and administration. Property taxes and state formula aid finance most of these
activitics.

Fund Financial Statements
The fund financial statcments provide more detailed information about the District’s most significant funds

— not the District as a whole. Funds arc accounting devices the District uses to kccp track of specific
sources of funding and spcnding on particular programs:

®  Some funds arc required by State law and by bond covenants.

®  The District establishes other funds to control and manage moncy for particular purposcs (like
repaying its long-term debt) or to show that it is properly using certain revenues (like Federal grants).



v
sonig
bog

r



SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

The District has two kinds of funds:

®  Governmental funds — Most of the District’s basic services are included in governmental funds, which
gencrally focus on (1) how cash and other financial assets that can readily be converted to cash flow in
and out and (2) the balances left at ycar-cend that arc available for spending. Conscquently, the
governmental funds statements provide a detailed short-term view that helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the District’s
programs. Because this information docs not encompass the additional long-term focus of the district-
wide statements, we provide additional information at the bottom of the governmental funds
statements that explain the relationship (or differences) between them.

®  Fiduciary funds — The District is the trustce, or fiduciary, for asscts that belong to others, namcly, the
student activitics funds. The District is responsible for ensuring that the assets reported in these funds
arc uscd only for their intended purposes and by those to whom the assets belong. All of the District’s
fiduciary activities are reported in a separate statement of fiduciary net asscts. We exclude these
activities from the district-wide financial statements because the District cannot use these assets to
finance its operations.






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Assets. The District’s combined net asscts were greater on June 30, 2006, than they were the year
before — increasing 5% to $65,986,125 (Sce Table A-1).

Table A-1
South San Francisco Unified School District’s Net Assets
Total
Percentage
Governmental Activities Change

2005 2006 2005-2006
Current and other assets $ 38,482,444 $ 27,599,590 -28%
Capital asscts 95,642,944 94,072,900 -2%
Total assets  § 134,125,388 $ 121,672,490 -9%
Long-term debt outstanding 45,544 813 45,504,018 0%
Other liabilities 25,521,200 10,182,347 -60%
Total liabilities 71,066,013 55,686,365 -22%
Total net assets $ 63,059,375 $ 65,986,125 5%

The District’s higher combined net asscts at June 30, 2006 compared to the prior year is mainly the result
of a decreasc in tax and revenue anticipation note liabilities.

Changes in net assets, governmental activities. The District’s total revenucs were $76 million (See
Table A-2). The increase is due primarily to one-time Special Education revenuc from the new Special
Education Funding Model.

The total cost of all programs and services was $73.1 million. The District’s expenses arc predominantly
related to educating and caring for students, 62%. The purcly administrative activities of the District
accounted for just 5.5% of total costs, a decrease of .5% over prior ycar.






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

Table A-2
Changes in South San Francisco Unified School District’s Net Assets

Total Percentage

Governmental Activities Change
2005 2006 2005-2006
Revenues:
Program revenues
Charges for services $ 687,862 § 839,914 22%
Federal & state categorical programs 14,996,571 12,949,900 -14%
General revenues
Property taxcs 39,835,213 39,957,857 0%
State formula aid 14,810,311 19,445,396 31%
Other revenues 1,403,052 2,864,208 104%
Total revenues 71,733,009 76,057,275 6%
Expenscs:
Instruction-related 48,850,828 45,193,230 -7%
Student support services 6,106,217 5,960,378 -2%
Maintenance & operations 9,674,247 7,635,833 21%
Administration 3,314,423 4,093,376 24%
Other expenses 8,639,280 10,247,708 19%
Total expenses 76,584,995 73,130,525 -5%
Increase (decrease in net assets) $ (4,851,986) § 2,926,750 160%

Table A-3 presents the cost of five major District activities: instruction and instruction related; student
support services; gencral administration; maintenance, operations and facility acquisition; and
miscellancous other. The table also shows cach activity’s net cost (total cost less fees generated by the
activitics and intergovernmental aid provided for specific programs). The net cost shows the financial
burden that was placed on the District’s taxpayers by cach of these functions.

® The cost of all governmental activitics this year was $73,130,525.
® Some of the cost was paid by the users of the District’s programs ($839,914).

® The federal and state governments subsidized programs with grants and contributions ($12,949,900).

® Most of the District’s costs ($59,340,711), however, were paid for by District taxpayers and the
taxpayers of California. This portion of governmental activities was paid for with property taxcs,
unrestricted state aid based on the statewide education aid formula, and with investment carnings.






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

Governmental Activities

Total Cost Net Cost of

of Services Services
Instructional services $ 45,193,230 $ 35,186,125
Pupil support scrvices 5,960,378 3,619,253
Maintenance & operations 7,635,833 7,140,672
Administration 4,093,376 3,437,255
Other expenses 10,247,708 9,957,406
Total expenses $ 73,130,525 $ 59,340,711

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The financial performance of the District as a wholc is reflected in its governmental funds as well. As the
District completed this year, its governmental funds reported a combined fund balance of $18 million,
which is above last year’s ending fund balance of $13.5 million. The District’s General Fund had more
revenues than expenditures in 2006, duc to additional state revenues and realignment of budgeted
expenditures.

General Fund Budgetary Highlights

Over the course of the year, the District revised the annual operating budget scveral times. The major
budget amendments fall into thesc catcgorics:

®  Revenues — increased by $4.3 million primarily to reflect federal and state budgct actions

®  Services and other operating cxpenses increased with cost-of—living

While the District’s final budget for the gencral fund anticipated expenditures would exceed revenues by
about $984,824, the actual results for the year show that revenues exceeded cxpenditures by roughly $3.7
million. Actual revenues were $245,104 less than anticipated, but expenditures were $5 million less than
budgctcd. That amount consists primarily of a favorable $3.8 million expenditure variance for books and
supplics, as actual expenditures for books and supplies were less than anticipated in the fiscal 2005-06 fund

budgct.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of 2005-06 the District had invested over $128.5 million in capital asscts, as shown in
Table A-4.

Total Percentage

Governmental Activities Change
2005 2006 2005-2006
Land $ 4,305,189 4,305,189 0%
Site Improvements 2,360,551 2,360,551 0%
Buildings 113,539,418 118,687,721 5%
Equipment and furniture 3,117,948 3,125,000 0%
Work in progress 2,322,177 84,830 -96%
Total § 125,645,283 $ 128,563,291 2%

Long-Term Debt

At year-end the District had $45.5 million in general obligation bonds, capital lcases and employment
benefits — 0% change from last year — as shown in Table A-5. (More detailed information about the
District’s long-term liabilities is presented in Note 9 to the financial statcments. )

Table A-5
South San Francisco Unified School District’s Long-Term Debt
(In dollars)
Total
Percentage Change
2005 2006 2005-2006
General obligation bonds $ 38,955,474 $ 40,196,582 3%
Certificates of participation 2,313,699 2,181,802 -6%
Compensated absences 613,292 646,724 5%
Early retirement incentives 3,477,939 2,328,032 -33%
Environmental Protection Agency loan 184,409 150,878 -18%
Total § 45,544,813 $ 45,504,018 0%

11






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2006

FACTORS BEARING ON THE DISTRICT’S FUTURE

The 2006-07 State budget reflects a sharply improving fiscal picture, brought about by continued stronger-
than-cxpected growth in General Fund revenues. Spending under the plan increases by over 9 percent
between 2005-06 and 2006-07, reflecting significant program augmentations, budgctary debt prepayments,
and rising cascloads and costs in state programs. The budget includes substantial increases in education
spcnding. It allocated $8 billion in new funds for K-14 Proposition 98 education, rcsulting in an over 11
percent increase in K-12 per pupil funding relative to the level provided in the 2005-06 Budget Act. The
budget provides $40 million in Proposition 98 General Fund support to backfill the foregone fee revenue.
Bascd on Legislature Analysts Office (LAO) projections of revenues and expenditures under the 2006-07
Budget Act policics, the state would continue to face operating shortfalls in the range of $4.5 billion to $5
billion in 2007-08 and 2008-09. The carryover reserve from 2006-07 would be available to offsct a portion
of the shortfall in 2007-08.

The K-12 portion of the Proposition 98 budget package provides §8,244 per pupil, which represents an
increase of $842 per pupil, or 11.4 percent, above cnacted 2005-06 per pupil spending. Major funding
changes include a 5.92 percent COLA for revenuc limits and most categorical programs (including
statutory and discretionary COLAs). The budget also reflects a net of roughly $220 million in savings —
mostly for revenue limits — due to estimates that statewide attendance will decline by 0.26 percent in 2006-
07 compared to revised estimates for the prcccding year. The budgct package also includes $426 million in
new Proposition 98 spending for after school programs, as required by Proposition 49 (passed by voters in
2002), $350 million to reduce historical inequities in revenuc limit cqualization, $309 million in gencral
purposc funds by climinating the revenue limit deficit factor for school districts and county offices of
cducation, and other program augmentations and one-time funds.

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. Losses in enrollment will
cause a school district to losc opcrating revenues without necessarily permitting the district to make
adjustments in fixed opcrating costs.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a general overview of the District’s finances and to demonstrate the District’s accountability for the

moncy it receives.  If you have any questions about this rcport or need additional financial information,
contact the District’s Business Office at (650) 877-8700.

District Address

South San Francisco Unified School District
398 B Street

South San Francisco, CA 94080

12
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT

Statement of Net Assets
June 30, 2006
Total
Governmental
ASSETS Activitics
Cash $ 20,552,826
Investments 835,761
Reccivables 5,255,531
Stores 204,955
Prepaid expenses 750,517
Capital asscts:
Land 4,305,189
Improvement of sites 2,360,551
Buildings 118,687,721
Furniturc and equipment 3,125,000
Work in progress 84,830
Less accumulated depreciation (34,490,391)
Total capital asscts, nct of depreciation 94,072,900

Total assets

LIABILITIES
Accounts payable and current liabilities
Current Loans
Deferred revenue
Long-term liabilities:
Portion duc or payable within one ycar
Portion duc or payable after onc ycar

Total liabilitics

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Capital projects
Dcbt service
Educational programs

Unrestricted

Total Nect Asscts

3 121,672,490

$ 2,183,836
7,597,200
401,311

1,950,883
43,553,135

55,686,365

54,494,413

2,557,599
1,628,656
2,855,417
4,450,040

$ 65,986,125

The notes to the financial statcments arc an integral part of this statement.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Statement of Activities
For the Year Ended June 30, 2006

Net (Expense)
Revenue and

Changes in

Program Revenues Net Assets
Operating
Charges for Grants and Governmental
Functions/Programs Expenses Services Contributions Activities
Instructional Services:
Instruction N 36,716,031 $ 504,107 8,411,165 N (27,800,759)
Instruction-Related Services:
Supervision of instruction 2,480,436 40,443 387,878 (2,052,115)
Instructional library, media and technology 1,233,728 17,105 96,150 (1,120,473)
School site administration 4,763,035 49,941 500,316 (4,212,778)
Pupil Support Services:
Home-to-school transportation 421,740 - 301,717 (120,023)
Food services 2,434,135 - 1,266,396 (1,167,739)
All other pupil services 3,104,503 48,954 724,058 (2,331,491)
General Administration Services:
Data processing services 185,881 - - (185,881)
Other general administration 3,907,495 45,696 610,425 (3,251,374)
Plant services 7,635,833 23,505 471,656 (7,140,672)
Community services 17,744 - - (17,744)
Interest on long-term debt 1,228,028 - - (1,228,028)
Other outgo 4,513,884 110,163 180,139 (4,223,582)
Depreciation (unallocated) 4,488,052 - - (4,488,052)
Total Governmental Activitics S 73,130,525 s 839,914 12,949,900 s (59,340,711)

General Revenues:
Taxes:
Property taxes, levied for gencral purposes
Property taxes, for debt services
Federal and state aid not restricted
to specific purpose
Interest and investment carnings
Miscellancous

Total general revenues
Change in net assets
Netassets - July 1, 2005

Net assets - June 30, 2006

The notes to the financial statcments are an integral part of this statement.
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37,633,755
2,324,102

19,445,396
845,172
2,019,036
62,267,461
2,926,750

63,059,375

$ 65,986,125






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Balance Sheet — Governmental Funds

June 30, 2006
Other Total
General Building Governmental Governmental
Fund Fund Funds Funds
ASSETS
Cash S 12,187,433 s 3,035,596 s 5,329,797 s 20,552,826
Investments 552,995 - 282,766 835,761
Accounts reccivable 4,581,620 8 673,903 5,255,531
Duc from other funds 947,811 - 518,448 1,466,259
Stores 142,960 - 61,995 204,955
Prepaid expenditures 367,805 - 98,868 466,673
Total Asscts S 18,780,624 s 3,035,604 s 6,965,777 § 28,782,005
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable and accrued liabilitics N 1,056,198 S - $ 139,089 s 1,195,287
Due to grantor governments 82,632 - - 82,632
Duec to other funds 489,746 84,829 891,684 1,466,259
Current Loans 7,597,200 - - 7,597,200
Delerred revenue 398,953 - 2,358 401,311
Total Liabilitics 9,624,729 84,829 1,033,131 10,742,689
Fund Balances
Reserved [or:
Revolving cash 25,000 124 25,124
Stores 142,960 - 61,995 204,955
Prepaid expenditures 367,805 - 98,868 466,673
Dcbt service - - 1,628,656 1,628,656
Legally restricted balance 2,855,417 5 . 2,855,417
Unreserved, reported in:
Gencral fund 5,764,713 - - 5,764,713
Capital projects funds - 2,950,775 2,466,188 5,416,963
Special revenue funds - s 1,676,815 1,676,815
Total Fund Balances 9,155,895 2,950,775 5,932,646 18,039,316
Total Liabilitics and Fund Balances S 18,780,624 s 3,035,604 s 6,965,777 s 28,782,005

15
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets
June 30, 2006

Total fund balances - governmental funds $ 18,039,316

Amounts reported for governmental activities in the statement of net assets arc

different because capital assets used for governmental activitics are not financial resources

and therefore are not reported as assets in governmental funds. The cost of the

asscts is §$128,563,291 and the accumulated depreciation is $34,490,391. 94,072,900

Unamortized costs: In governmental funds, debt issue costs are recognized as expenditures
in the period they are incurred. In the government-wide statements, debt issue costs are
amortized over the life of the debt. Unamortized debt issue costs included in prepaid expense

on the statement of net asscts are: 283,844

Unmatured interest on long-term debt: In governmental funds, interest on long-term debt is not
recognized until the period in which it matures and is paid. In the government-wide statement of
activities, it is recognized in the period that it is incurred. The additional liability for unmatured

interest owing at the end of the period was: (905,917)

Long-term liabilities, including bonds payable, are not duc and payable in the current
period and thercfore are not reported as liabilitics in the funds. Long-term liabilitics

at ycar-cnd consist of:

Genceral obligations payable 40,196,582

Early rctircment incentives 2,328,032

Compensated absences payable 646,724

Certificates of participation payal)lc 2,181,802

Other general long-term debt 150,878 (45,504,018)
Total net assets - governmental activities $ 65,986,125

The notes to the financial statements are an intcgral part of this statement.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds

For the Year Ended June 30, 2006

REVENUES

General Revenues:
Property taxes
Federal and state aid not restricted

to specific purpose

Earnings on investments
Miscellaneous

Program Revenues:
Charges for services
Operating grants and contributions

Total revenues

EXPENDITURES
Instructional Services:
Instruction
Instruction-Related Services:
Supervision of instruction

Instructional library, media and tech.

School site administration

Pupil Support Services:

Home-to-school transportation

Food services

All other pupil services
General Administration Services:

Data processing services

Other general administration
Plant services
Facility acquisition and construction
Community services
Other outgo:

Transfers between agencies

Debt service - princi])a]

Debt service - interest

Debt service - issuance costs

Total Expenditures
Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES)
Interfund transfers in
Interfund transfers out
Transfer to escrow agent for defeased debt
Procceds from long term debt

Other financing sources
Total Other Financing Sources and Uses
Net Change in Fund Balances
Fund Balances, July 1, 2005

Fund Balances, June 30, 2006

Total
General Building Other Governmental
Fund Fund Funds Funds
$ 37,633,755 s - 2,324,102 s 39,957,857
19,351,088 = 94,308 19,445,396
643,104 42,321 159,747 845,172
548,746 1,101 1,469,189 2,019,036
250,910 = 589,001 839,911
7,934,979 = 5,014,921 12,949,900
66,362,582 43,422 9,651,268 76,057,272
35,497,342 = 2,375,648 37,872,990
2,480,436 = 5 2,480,436
1,233,728 = - 1,233,728
4,114,140 - 648,893 4,763,033
421,740 - - 421,740
- - 2,434,135 2,434,135
3,030,030 2 74,473 3,104,503
185,881 - - 185,881
3,536,692 = 337,371 3,874,063
6,982,972 s 430,710 7,413,682
33,729 84,830 3,014,548 3,133,107
17,744 - = 17,744
4,793,650 - = 4,793,650
- - 975,658 975,658
s 106,170 905,313 1,011,483
274,072 563,298 1,098,772 1,936,142
62,602,156 754,298 12,295,521 75,651,975
3,760,426 (710,876) (2,644,253) 405,297
14,300 = 929,118 943 418
(929,118) - (14,300) (943,418)
- (38,955,474) - (38,955,474)
- 42,617,125 - 42,617,125
412,747 - 15,175 427,922
(502,071) 3,661,651 929,993 4,089,573
3,258,355 2,950,775 (1,714,260) 4,494,870
5,897,540 = 7,646,906 13,544,446
S 9,155,895 s 2,950,775 5,932,646 s 18,039,316

The notes to the financial statements arc an integral part of this statement.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT

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

For the Year Ended June 30, 2006

Total net change in fund balances - governmental funds $ 4,494 870
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported in governmental funds as expenditures. However, in the statement

of activities, the cost of those assets is allocated over their estimated useful lives as depreciation

expense. This is the amount by which capital outlays (52,918,008) exceed depreciation

expense ($4,488,052) in the period. (1,570,045)

Debt service: In governmental funds, repayments of long-term debt are reported as

expenditures. In the government-wide statements, repayments of long term debt are reported

as reductions of liabilities. Expenditures for repayment of the principal portion of long-term

debt were: 39,331,617

Debt proceeds: In governmental funds, proceeds from debt are recognized as Other Financing Sources.

In the government-wide statements, proceeds from debt are reported as increases to liabilities.

Amounts recognized in governmental funds as proceeds from debt, net of issue premium or

discount, were: (40,407,295)

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

amortized for the period is: 283,844

Unmatured interest on long-term debt: in governmental funds, interest on long-term debt is recognized
in the period that it becomes due. In the government-wide statement of activities, it is recognized in
the period that it is incurred. Unmatured interest owing at the end of the period, less matured interest

paid during the period but owing from the prior period, was: (322,617)

In governmental funds, compensated absences are measured by the amounts paid during the period.
In the statement of activities, compensated absences are measured by the amounts earned. The

difference between compensated absences paid and compensated absences earned was: (33,531)

In governmental funds, costs related to postemployment benefits other than pensions are
recognized when employer contributions are made. In the statement of activities, costs are measured
and recognized in relation to the annual required contribution. This year, the difference between the

annual required contribution and amounts actually funded was: 1,149,907

Changc in nct asscts of governmental activitics S 2,926,750

The notes to the financial statements arc an integral part of this statement. .
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT

Statement of Fiduciary Net Assets — Fiduciary Funds
June 30, 2006

Other Private- Student Total
Purpose Trust Body Funds Fiduciary Funds
Assets
Cash $ 396,136 $ 893,246 $ 1,289,382
Accounts receivable 3,958 - 3,958
Total Assets $ 400,094 $ 893,246 $ 1,293,340
Liabilities
Due to student groups $ - $ 893,246 $ 893,246
Total Liabilities - 893,246 893,246
Net Assets
Unreserved 400,094 - 400,094
Total Net Assets $ 400,094 $ 2 $ 400,094

The notes to the financial statements arc an integral part of this statement.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Statement of Changes in Fiduciary Net Assets — Fiduciary Funds
For the Year Ended June 30, 2006

Other Private-

Purposc Trust

Revenues

Interest $ 13,908
Expenses

Services and other operating cxpenses 7,085
Change in Net Asscts 6,823
Net Assets - July 1, 2005 393,271
Nect Asscts - June 30, 2006 $ 400,094

The notes to the financial statements arc an integral part of this statement.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

A. Accounting Policics

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

B. chorting Entity

The District is the level of government primarily accountable for activities related to public education.
The governing authority consists of elected officials who, together, constitute the Board of Education.

Component units arc legally scparate organizations for which the District is financially accountable.
Component units may also include organizations that arc fiscally dependent on the District in that the
District approves their budget, the issuance of their debt or the levying of their taxes. For financial
reporting purposes, the component units discussed below are reported in the District’s financial
statements becausc of the significance of their rclationship with the District. The component units,
although a legally scparate entity, arc reported in the financial statements as if they were part of the
District’s opcrations because the governing board of the component units is essentially the same as the
governing board of the District and because their purposc is to finance the construction of facilities to
be used for the benefit of the District.

South San Francisco Unified School District Financing Corporation

The corporation is a nonprofit, public benefit corporation incorporated under the laws of the State of
California and recorded by the Secretary of State established November 1, 2005. The corporation was
formed for the solc purposc of providing financial assistance to the District by acquiring, constructing
and financing public school facilitics for the usc and benefit of the District. The Financing Corporation
is used to issue bonds under the District’s general obligation bond program.

Financial Presentation:

For financial presentation purposcs, cach component unit’s financial activity has been blended, or
combined, with the financial data of the District. The financial statements present the financial activity
of the Corporation within the Capital Projects Funds. Certificates of Participation and General
Obligation Bonds issued by the corporation are included in the long-term liabilities. Fixed assets
acquired or constructed by the component units arc included in the Capital Projects Funds.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

B. Reporting Entity (continued)
The following arc those aspects of the rclationship between the District and the component units which

satisfy the criteria of GASB Statement No. 14, as amended by Statement No. 39, Determining Whether

Certain Organizations are Component Units.
Many(éstations (yr Oversight
¢ The component units and the District have common boards.

e The component units have no employccs. The District’s Superintendent functions as an agent of
the component unit.

o The District exerciscs significant influcnce over opcrations of the component unit as all projects of
the component unit involve the South San Francisco Unified School District.

Accountability of Fiscal Matters
e The District is responsible for preparation of the annual budgcts for the component units.
Scope of Public Service

¢ The component units were created spccifically to finance capital improvements for the South San
Francisco Unified School District,

C. Basis of Presentation

Government-wide Financial Statements:
The government-wide financial statements (i.c., the statement of net asscts and the statement of
activitics) report information on all of the nonfiduciary activities of the District.

The government-wide statements are preparcd using the cconomic resources measurement focus. This
is the same approach used in the preparation of the fiduciary fund financial statements but differs from
the manner in which governmental fund financial statements arc prepared. Governmental fund
financial statements, therefore, include a reconciliation with bricf cxplanations to better identify the
relationship between the government-wide statements and the statements for the governmental funds.

22



.



SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Basis of Presentation (continued)

Certain climinations have been made as prescribed by GASB Statement No. 34 in regards to interfund
activities, payables, and reccivables. All internal balances in the Statement of Net Asscts and Statement
of Activities have been climinated, including duc to/from other funds and transfers in/out.

The government-wide statement of activitics presents a comparison between direct expenses and
program revenues for cach function or program of the District’s governmental activities. Direct
expenses arc those that arc specifically associated with a service, program, or department and are
thercfore clearly identifiable to a particular function. The District does not allocate indirect expenses
to functions in the statement of activitics. Program revenues include charges paid by the recipients of
goods or services offered by a program, as well as grants and contributions that arc restricted to meet
the opcrational or capital requirements of a particular program. Revenues which are not classificd as
program revenues are presented as general revenues of the District, with certain exceptions. The
comparison of direct cxpenses with program revenues identifics the extent to which cach governmental
function is sclf-financing or draws from the genceral revenues of the District.

Fund Financial Statements:

Fund financial statements report detailed information about the District. The focus of governmental
fund financial statements is on major funds rather than reporting funds by type. Each major
governmental fund is presented in a scparate column, and all non-major funds are aggregated into one
column. Fiduciary funds arc reported by fund type.

The accounting and financial trcatment applicd to a fund is determined by its measurement focus. All
governmental funds are accounted for using a flow of current financial resources measurement focus.
With this mcasurement focus, only current asscts and current liabilitics arc gencrally included on the
balance sheet. The Statement of Revenues, Expenditures, and Changes in Fund Balances for these
funds present increases (i.c., revenues and other financing sources) and decreases (i.c., expenditures
and other financing uses) in net current asscts.

Fiduciary funds are reported using the cconomic resources measurement focus.

D. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and
reported in the financial statements. Government-wide financial statements are prepared using the
accrual basis of accounting. Governmental funds usc the modified accrual basis of accounting.
Fiduciary funds use the accrual basis of accounting.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

D. Basis of Accounting

Revenues — cxchangc and non—cxchangc transactions:

Revenue resulting from exchange transactions, in which cach party gives and receives essentially equal
value, is recorded under the accrual basis when the cxchange takes place. On a modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available.
“Available” means the resources will be collected within the current fiscal year and are expected to be
collected soon cnough thereafter to be used to pay liabilitics of the current fiscal year. For the District,
“available” means collectible within the current period or within 60 days after year-end.

Non-exchange transactions, in which the District reccives value without directly giving cqual value in
return, include property taxes, grants, and entitlements. Under the accrual basis, revenue from
property taxes is recognized in the fiscal year for which the taxes are levied. Revenue from the grants
and entitlements is recognized in the fiscal year in which all cligibility requirements have been satisfied.
Eligibility requirements include timing requirements, which spccify the year when the resources are to
be used or the fiscal year when use is first permitted; matching requirements, in which the District
must provide local resources to be used for a specific purpose; and expenditure requirements, in which
the resources arc provided to the District on a reimbursement basis. Under the modificd accrual basis,
revenue from non-exchange transactions must also be available before it can be recognized.

Deferred revenue:

Deferred revenue arises when asscts are received before revenue recognition criteria have been
satisfied. Grants and entitlements received before cligibility requirements arc met are recorded as
deferred revenue. On governmental fund financial statcments, reccivables associated with non-
exchange transactions that will not be collected within the availability period have also been recorded as
deferred revenue.

Expenses/expenditures:

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

When both restricted and unrestricted resources are available for use, it is the district’s policy to use
restricted resources first, then unrestricted resources as they arc needed.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Fund Accounting

The accounts of the District are organized on the basis of funds or account groups, cach of which is
considered to be a scparate accounting entity. The operations of cach fund are accounted for with a
separate sct of sclf-balancing accounts that comprise its asscts, liabilitics, fund equity, revenues, and
expenditures. District resources are allocated to and accounted for in individual funds based upon the
purposc for which they are to be spent and the means by which spending activitics arc controlled. The
District’s accounts arc organized into major, non-major, and fiduciary funds, as follows:

Major Governmental Funds:

The General Fund is the general operating fund of the District. It is used to account for all financial
resources except those required to be accounted for in another fund.

The Building Fund exists primarily to account separately for proceeds from the sale of bonds.
Non-major Governmental Funds:

Special Revenue Funds are uscd to account for the proceeds of specific revenue sources that are lcgally
restricted to expenditures for specific purposcs. The District maintains four non-major special revenue

funds:

2. The Adult Education Fund is used to account for resources committed to adult education programs
maintained by the District.

3. The Child Development Fund is used to account for resources committed to child development
programs maintained by the District.

4. The Cafeteria Fund is used to account for revenues received and expenditures made to operate the
District’s food service operations.

5. The Deferred Maintenance Fund is used for the purposc of major repair or replacement of District

propcrty.

Debt Service Funds arc used to account for the accumulation of resources for, and the payment of, general
long-term debt principal, interest, and related costs. The District maintains onc debt service fund:

1. The Bond Interest and Redemption Fund is used to account for the accumulation of resources for,
and the repayment of, District bonds, intcrest, and related costs.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Fund Accounting (continued)

Capital Projects Funds are used to account for the acquisition and/or construction of major sovernmental
% ] q jor g
general fixed asscts. The District maintains four non-major capital project funds:

1. The Special Reserve Fund for Capital Outlay Projects exists primarily to provide for the
accumulation of gencral fund moncy for capital outlay purposes.

2. The Capital Facilitics Fund is used to account for resources reccived from developer impact fees
asscssed under provisions of the California Environmental Quality Act.

3. The State School Building Lease-Purchase Fund is used primarily to account separately for state
apportionments for the reconstruction, remodeling, or replacing of existing school buildings or the
acquisition of new school sites and buildings.

4. The County School Facilities Fund is established to reccive state apportionments for new school
facility construction, modernization projects, and facility hardship grants.

Fiduciary Funds:

Agency Funds arc uscd to account for assets of others for which the District acts as an agent. The District
maintains sixtcen agency funds, one for cach school or program that operates a student body fund. The
amounts reported for student body funds represent the combined totals of all schools and programs
within the District.

Private Purpose Trust Funds arc used to report all trust arrangements under which principal and income
bencfit individual private organizations or other governments. The District maintains onc Foundation —
Private Purpose Trust Fund for the purposc of granting scholarships to cligiblc high school graduating
students.

F. Budgets and Budgctary Accounting

Annual budgets arc adopted on a basis consistent with gcnerally accepted accounting principles for all
overnment funds. By state law, the District's governing board must adopt a budget no later than Jul
g y g g P g y
1. A public hcaring must be conducted to receive comments prior to adoption. The District's

p g p P
governing board satisfied these requircments.

These budgcts are revised by the District's governing board during the year to give consideration to
unanticipated income and expenditures. The original and the final revised budgcts arc presented for
the General Fund in the financial statements.

Formal budgctary intcgration was employed as a management control device during the year for all
budgctcd funds. The District employs budgct control by minor objcct and by individual appropriation
accounts. Expenditures cannot lcgally exceed appropriations by major object account.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

G. Encumbrances

Encumbrance accounting is used in all budgctcd funds to rescrve portions of applicable appropriations

for which commitments have been made. Encumbrances are recorded for purchasc orders, contracts,

and other commitments when thcy are written. Encumbrances are liquidatcd when the commitments

arc paid. All encumbrances are liquidated as of Junc 30.

H. Assects, Liabilities, and Equity

1.

Cash and Cash Equivalents

The District’s cash and cash equivalents arc 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. Cash held
in the county treasury is recorded at cost, which approximates fair value, in accordance with GASB
Statement No. 31.

Stores Inventories

Inventories are recorded using the purchases method in that the cost is recorded as an expenditure at the
time the individual inventory items are requisitioned. Inventories are valued at average cost and consist of
expendable supplies held for consumption. Reported inventories arc equally offsct by a fund balance
reserve, which indicates that these amounts are not “available for appropriation and expenditure” even
though they arc a component of net current asscts.

Capital Asscts

The accounting and reporting treatment applicd to the capital assets associated with a fund is
determined by its measurement focus. Capital asscts are reported in the governmental activities
column of the government-wide statement of nct assets, but arc not reported in the fund financial
statcments.

Capital asscts arc capitalized at cost (or cstimated historical cost) and updated for additions and
retirements during the ycar. Donated fixed asscts are recorded at their fair market values as of the
date received. The District maintains a capitalization threshold of $5,000. The District does not
own any infrastructure as defined in GASB No. 34. Improvements arc capitalized; the costs of
normal maintenance and repairs that do not add to the valuc of the asset or materially extend an
asset’s life arc not capitalized.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

H.

Assets, Liabilitics, and Equity (continued)
Capital Asscts (continued)
All reported capital asscts, except for land and construction in progress, arc depreciated.
Improvements are depreciated over the remaining uscful lives of the related capital assets.
Depreciation is computed using the straight-linec method over the following useful lives:
Description Estimated Lives
Buildings and Improvements 25-50 ycars
Furniture and Equipment 5-10 years
Vehicles 8 ycars
4. Deferred Revenue
Cash reccived for federal and state special projects and programs is recognized as revenuc to the
extent that qualified cxpenditurcs have been incurred. Deferred revenue is recorded to the extent
cash reccived on specific projects and programs exceed qualified expenditures.
5. Compensated Absences

All vacation pay plus rclated payroll taxes is accrued when incurred in the government-wide
financial statements. A liability for these amounts is reported in the governmental funds only if
they have matured, for example, as a result of employce resignations and retirements.

Accumulated sick leave bencfits are not recognized as liabilitics. The District's policy is to record
sick leave as an operating expensc in the period taken because such benefits do not vest nor is
payment probable; however, unused sick leave is added to the creditable service period for
calculation of retircment benefits when the employee retires.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

H. Assets, Liabilitics, and Equity (continued)

6. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations arc
rcported as liabilities in the Statement of Net Assets. Bond premiums and discounts as well as
issuance costs arc deferred and amortized over the life of the bonds using the cffective-interest
method. Bonds payable are reported net of applicable bond premium or discount. Bond issuance
costs arc reported as prepaid expenditures and amortized over the term of the related debt.

In the fund financial statements, governmental funds recognize bond premiums and discounts as
well as bond issuance costs, during the current period. The face amount of the debt issucd,
premiums, or discounts is reported as other financing sources/ uses.

7. Fund Balance Reserves and Designations

Reservations of the ending fund balance indicate the portions of the fund balance not appropriable
for expenditure or amounts legally segregated for a specific future use.

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

8. Net Asscts

Net assets represent the difference between assets and liabilities. Net assets invested in capital
asscts, net of related debt consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowings used for the acquisition, construction or improvements of
thosc asscts. Net assets arc reported as restricted when there are limitations imposcd on their use
through external restrictions imposed by donors, grantors, or laws or regulations of other
governments.

I. Revenue Limit/ Property Tax

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

The county is responsible for assessing, collecting, and apportioning property taxes. Taxcs are levied

for cach fiscal ycar on taxable real and personal property in the county. The levy is based on the
assessed values as of the preceding March 1, which is also the lien date. Property taxcs on the secured
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

L.

Revenue Limit/ Property Tax (continued)

roll are due on November 1 and February 1, and taxes become delinquent after December 10 and April
10, respectively. Property taxcs on the unsecured roll are duc on the lien date (March 1), and become
delinquent if unpaid by August 31.

Secured property taxes are recorded as revenue when apportioned, in the fiscal year of the levy. The
county apportions secured property tax revenue in accordance with the alternative method of
distribution prescribed by Section 4705 of the California Revenue and Taxation Code. This alternate
mcthod provides for crediting cach applicable fund with its total sccured taxes upon completion of the
sccured tax roll — approximately October 1 of cach year.

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

The California Department of Education reduces the District’s entitlement by the District’s local
P Y

property tax revenue. The balance is paid from the state General Fund, and is known as the State

Apportionment.

The District’s Base Revenue Limit is the amount of gencral purpose tax revenue, per average daily
attendance (ADA), that the District is entitled to by law. This amount is multiplied by the second

period ADA to derive the District’s total entitlement.

Use of Estimates

The preparation of financial statements in conformity with gencrally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of asscts and
liabilities and disclosurc of contingent asscts and liabilities at the date of the financial statcments and the
rcported amounts of revenuces and expenditures during the reporting period. Actual results could
differ from those estimates.

New GASB Pronouncements

The Governmental Accounting Standards Board (GASB) has issued the following statements which
became cffective in the 2005-06 fiscal year.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

K. New GASB Pronouncements (continued)

In November 2003, GASB issued Statement No. 42, Accounting and Financial Reporting for Impairment of
Capital Assets and for Insurance Recoveries. This Statcment cstablishes guidance for accounting and
reporting for impairment of capital asscts and for insurance recoverics, whether associated with an
impaired capital assct or not.

In December 2004, GASB issued Statement No. 46, Net Assets Restricted by Enabling Legislation. This
Statement clarifics that a legally enforceable cnabling legislation restriction is one that a party external
to a government — such as citizens, public interest groups, or the judiciary — can compel a government
to honor. The Statement states that the legal enforceability of an cnabling legislation restriction should
be reevaluated if any of the resources raised by the cnabling legislation arc used for a purpose not
specified by the cnabling legislation or if a government has other cause for reconsideration. Although
the determination that a particular restriction is not legally enforceable may cause a government to
review the enforceability of other restrictions, it should not necessarily lead a government to the same
conclusion for all cnabling legislation restrictions.

This Statement also specifies the accounting and financial reporting requirements if new cnabling
legislation replaces existing cnabling legislation or if the legal enforceability is reevaluated. Finally, this
Statement requires governments to disclose the portion of total nct asscts that is restricted by cnabling
legislation.

In Junc 2005, GASB issued Statement No, 47, Accounting for Termination Benefits. The Statement
requires employers to recognize a liability and expense for voluntary termination bencfits (for example,
carly rctirement incentives) when the offer is accepted and the amount can be estimated. It also
requires certain financial statement disclosures describing the termination bencfit arrangement, the
cost, and methods of assumptions used to determine the liabilitics.

NOTE 2 — DEPOSITS AND INVESTMENTS

Summary of Deposits and Investments

Deposits and investments as of June 30, 2006 arc classificd in the accompanying financial statements as
follows:

Governmental activitics $21,388,587
Fiduciary funds 1,289,382
Total deposits and investments $22,677,969
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 2 — DEPOSITS AND INVESTMENTS ( continued)

Deposits and investments as of June 30, 2006 consist of the following:

Cash in county treasury $10,051,550
Investments $835,761
Cash on hand and in banks 898,361
Cash in revolving fund 25,125
Cash with fiscal agent 10,769,895
Collections awaiting deposit 97,277
Total $22,677,969

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 instruments; registered State warrants or treasury
notes; sccuritics of the U.S. Government, or its agencics; bankers acceptances; commercial paper;
certificates of deposit placed with commercial banks and/or savings and loan companies; repurchase or
reverse repurchase agreements; medium term corporate notes; shares of bencficial interest issued by
diversified management companies, certificates of participation, obligations with first priority security; and
collateralized mortgage obligations.

Cash in County Treasury — The District is considered to be an involuntary participant in an external
investment pool as the District is required to deposit all receipts and collections of monies with their
County Treasurer (Education Code Section 41001). The fair valuc of the District’s investment in the pool
is reported in the accounting financial statements at amounts based upon the District’s pro-rata share of the
fair value provided by the County Treasurer for the entire portfolio (in relation to the amortized cost of
that portfolio). The balance available for withdrawal is based on the accounting records maintained by the
County Treasurer, which is recorded on the amortized cost basis.

Cash with Fiscal Agent — The South San Francisco Unified School District School Facilitics Financing
Authority deposits its funds with US Bank. The cash is invested in First American Funds Treasury
Obligations Fund.

Investments - The investments arc held in First American Funds Treasury Obligations Fund.

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk arc described
below:
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 2 — DEPOSITS AND INVESTMENTS (continued)

Interest Rate Risk

Intcrest rate risk is the risk that changes in market interest rates will adverscly affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value
to changcs in market interest rates. The District manages its exposure to interest rate risk by investing in
the County Treasury, First American Treasury Obligation Bonds, and other various moncy market
accounts. The District maintains an investment with the San Matco County Investment Pool with a fair
value of approximately $9,871,708 and an amortized book valuc of $ 10,051,550. The average weighted
maturity for this pool is not available.

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. The investment with the San Mateo County Investment Pool is rated AAA by Moody’s
Investor Service.

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not be
rcturned to it. The District does not have a policy for custodial credit risk for deposits. However, the
California Government code requirces that a financial institution sccure deposits made by State or local
governmental units by pledging sccuritics in an undivided collateral pool held by a depository regulated
under State law (unless so waived by the governmental unit). The market value of the pledged securities in
the collateral pool must equal at least 110 percent of the total amount deposited by the public agencics.
California law also allows financial institutions to sccurc public deposits by pledging first trust deed
mortgage notes having a value of 150 percent of the sccured public deposits and letters of credit issued by
the Federal Home Loan Bank of San Francisco having a value of 105 percent of the secured deposits. As of
June 30, 2006, the District has a custodial risk for the $923,486 cash on deposit of June 30, 2006.

Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be invested in any onc
issuer beyond the amount stipulated by the California Government code. District investments that arc
greater than 5 percent of total investments are in cither an external investment pool or mutual funds and
arc therefore exempt.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 3 - EXCESS OF EXPENDITURES OVER APPROPRIATIONS

As of June 30, 2006, expenditures exceeded appropriations in individual funds as follows:

_pP__P—g_xA ropriations Categor Excess Expenditures

Geceneral Fund

Certificated Salarics $ 4,568

NOTE 4 — ACCOUNTS RECEIVABLE

Accounts reccivable as of June 30, 2006 consist of the following:

Other
General Building Governmental
Fund Fund Funds Totals

Federal Government:

Categorical aid programs $ 583,906 $ - $ 291,620 § 875,526
State Government:

Lottery 184,994 - - 184,994

Categorical aid programs 575,694 - 146,744 722,438
Local:

Other 217,980 - 69,855 287,835

Interest 126,925 - 45,050 171,975
Miscellaneous 2,892,121 8 120,634 3,012,763
Totals $ 4,581,620 § 8 § 673,903 § 5,255,531
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 5 - INTERFUND TRANSACTIONS

Interfund activity is reported as loans, services provided, reimbursements, or transfers. Loans are reported
as interfund receivables and payables as appropriate and are subject to climination upon consolidation.
Services provided, deemed to be at market or ncar market rates, are treated as revenues and
expenditures/expenses. Reimbursements are when one fund incurs a cost, charges the appropriate
benefiting fund, and reduces its rclated cost as a reimbursement. All other interfund transactions arc
trcated as transfers. Transfers among governmental or proprictary funds are netted as part of the
reconciliation to the government-wide financial statements.

A. Duc From/Duc To Other Funds

Individual interfund receivable and payable balances as of June 30, 2006 are as follows:

Due to Other Funds

Other
General Building Governmental
Fund Fund Funds Total

General Fund $ - $ 84,829 $ 862,982 $ 947,811
Other Governmental Funds 489,746 - 28,702 518,448

Total $ 489,746 $ 84,829 $ 891,684 $ 1,466,259
Adult Education Fund duc to the General Fund for payments of goods and services $ 180,415
Child Development Fund due to General Fund for payment of statutory benefits and services 278,373
Cafeteria Fund duc to the General Fund for payment of statutory benefits 394,398
Building Fund duc to the General Fund for reimbursements of expenditures 84,829
Capital Facilitics Fund duc to the General Fund for SUI transfers and reimbursement of expenditures 34
County School Facilities Fund due to the General Fund for payment of goods 9,761
General Fund due to Adult Education Fund for cash transfer 217
General Fund due to Child Development Fund for payment of services 2,414
Cafeteria Fund due to the Child Development Fund for prior year over payment for child center 5,255
Capital Facilities Fund due to the Child Development Fund for Martin Playground 18,303
Child Development Fund due to the Cafeteria Fund for services 5,145
General Fund duc to the Cafeteria Fund for services and supplemental grants 22,337
General Fund duc to the Capital Facilities Fund for expenditures 14,690
General Fund duc to the County School Facilities Fund for expenses 550
General Fund due to the Special Reserve Fund for noise abatement and developer fees 449,538

Total $ 1 ,466,259
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 5 - INTERFUND TRANSACTIONS (continued)

B. Interfund Transfers

Interfund transfers consist of operating transfers from funds recciving resources to funds through which the
resources are to be expended. Interfund transfers for the 2005-06 fiscal year are as follows:

Transfer From Other Funds

Other
General Governmental
Fund Funds Total
Gencral Fund $ - $ 929,118 $ 929,118
Other Governmental Funds 14,300 - 14,300
Total $ 14,300 $ 929,118 $ 943,418

The General Fund transferred to the Special Reserve for Capital Outlay Fund

for revenues related to the RDA pass-through $ 848,413
The General Fund transferred to the Cafeteria Fund for expenditures 80,705
Child Development Fund transferred to the General Fund for operating expenditurcs 14,300

Total $ 943,418

NOTE 6 — FUND BALANCES

Of the $9,155,895 ending fund balance in the General Fund, the following amounts have been designated
by the governing board for the following purposes:

Economic uncertaintics $ 1,905,938
Other operating purposcs 820,177
Total $ 2,726,115
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 7 — CAPITAL ASSETS AND DEPRECIATION

Capital assct activity for the year ended Junc 30, 2006 is shown below:

Governmental Activitics Balance Balance
June 30, 2005 Additions Deductions June 30, 2006
Capital Asscts:
Land $ 4,305,189 $ - $ - $ 4,305,189
Improvement of sitcs 2,360,551 - - 2,360,551
Buildings 113,878,675 4,809,046 - 118,687,721
Furniture and equipment 3,117,948 7,052 - 3,125,000
Work in progress 1,982,919 84,830 1,982,919 84,830
Total Capital Asscts 125,645,282 4,900,928 1,982,919 128,563,291

Less Accumulated Depreciation:

Improvement of sites 658,932 99,428 - 758,360
Buildings 26,848,317 4,203,117 - 31,051,434
Furniturc and equipment 2,508,660 171,937 - 2,680,597

Total Accumulated Depreciation 30,015,909 4,474 482 - 34,490,391

Governmental Activities

Capital Asscts, Net $ 95,629,373 $ 426,446 $ 1,982,919 $ 94,072,900

NOTE 8 - TAX REVENUE ANTICIPATION NOTES ( TRANS)

The District issued $7,305,000 in TRANS on July 6, 2005 through the California Cash Reserve Program,
sponsored by the California School Boards Association Finance Corporation. The notes matured on July 6,
2006 and yiclded 2.6% intcrest. The notes were sold by the District to supplement its cash flow.

Repayment requirements were that certain amounts be deposited in a special fund. The monies were
required to remain on deposit until the maturity date of the note, at which time they were applicd to pay
the principal and interest on the notes.

Subsequently on July 6, 2006, the District issued $5,955,000 in TRANS through the California Cash
Reserve Program, sponsored by the California School Boards Association Finance Corporation. The notes

will mature on July 6, 2007 and yicld 3.5% interest. The notes were sold by the District to supplement its
cash flow.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT

Notes to Financial Statements
June 30, 2006

NOTE 9 — GENERAL LONG-TERM DEBT

A schedule of changes in long-term debt for the year ended June 30, 2006 is shown below:

General obligation bonds $

Unamortized premium on bonds

Total gencral obligation bonds

Certificates of participation
Compensated abscnces
Early retirement incentives
EPA loan

Totals $

Balance Balance Duc Within

June 30, 2005 Additions Declctions June 30, 2006 Onc Year

38,955,474 $ 36,825,170 § 38955474 s 36,825,170 § -
: 3,582,125 210,713 3,371,412 210,713
38,955,474 40,407,295 39,166,187 40,196,582 210,713
2,313,699 131,897 2,181,802 134,460
613,292 33,432 - 646,724 646,724
3,477,939 1,149,907 2,328,032 925,454
184,409 33,531 150,878 33,532
45,544,813 $ 40,440,727 $ 40,481,522 % 45,504,018 $ 1,950,883

A. Genceral Obligation Bonds

The outstanding bonded indebtedness of South San Francisco Unified School District at June 30, 2006

1S:

Issue Date Matutity Date Interest Rate Original Issue Beginning Balance Additions Redeemed Ending Balance

07/23/97 09/01/21 4.10-6.70% s 10,000,000 s 7,580,000 s - s 7,580,000 S -

04/27/99 09/01/23 4.20-7.20% 16,000,000 14,875,000 14,875,000

11/18/99 09/01/24 4.95-7.00% 13,999,954 16,500,474 - 16,500,474 -

01/01/06 09/01/23 3.07-4.20% 36,825,170 - 36,825,170 - 36,825,170
Totals $ 76,825,124 s 38,955,474 § 36,825,170 S 38,955,474 S 36,825,170

Rcfunding Bonds

On January 1, 2006, the District issued $39,035,000 to Refunding Bonds. Of the net procecds,
$39,061,644 was placed into an escrow fund for the purpose of paying off all previously issued bonded

indebtedness.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT

Notes to Financial Statements
June 30, 2006

NOTE 9 — GENERAL LONG-TERM DEBT (continued)

A. Gencral Obligations Bonds (continucd)

The annual requircments to amortize all gencral obligation bonds payable, outstanding as of June 30,

2006, arc as follows:

Fiscal Year Principal Interest Total
2006-2007 - $ 2,303,107 $ 2,303,107
2007-2008 390,000 2,087,919 2,477,919
2008-2009 657,777 2,058,058 2,715,835
2009-2010 802,350 2,016,445 2,818,795
2010-2011 959,361 1,966,236 2,925,597
2011-2016 7,651,698 8,722,875 16,374,573
2016-2021 10,580,636 5,690,174 16,270,810
2020-2024 15,783,348 1,086,821 16,870,169
36,825,170 $ 25,931,635 § 62,756,805

B. Certificates of Participation

The District has two outstanding certificates of participation as of Junc 30, 2006:

Issuc Date Maturity Date Interest Rate Original Issuc Beginning Balance Issued Redeemed Ending Balance

2/1/2004 12/1/18 4.88% S 1,037,000 s 963,699 s - S 51,897 s 911,802

02/05/97 7/1/2023 4.50% 1,815,000 1,350,000 80,000 1,270,000
S 2,852,000 s 2,313,699 S - 3 131,897 N 2,181,802
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 9 — GENERAL LONG-TERM DEBT ( continued)

B. Certificates of Participation (continued)

The annual requirements to amortize all certificates of participation, outstanding as of Junc 30, 2006

arc as follows:

Fiscal Yecar Principal Interest
2006-2007 $ 134,460 § 64,070
2007-2008 142,151 59,934
2008-2009 149,973 55,582
2009-2010 157,936 51,004
2010-2011 166,044 46,196
2011-2016 733,452 853,300
2016-2021 697,786 38,064

Totals $ 2,181,802 $ 1,168,150

C. Early Retirement Incentives

The District has in place an carly retirement incentive program through PARS Trust and Cal PERS,
whereby the District provides supplemental retirement benefits to employees who meet age, years of
service and retirement cligibility requirements. This program is not the same as the carly retirement
program pursuant to Education Codc Sections 22714 and 44929. Futurc annual contributions arc as

follows and are included in long-tcrm debt:

Fiscal Year Amount Due
2007 $ 925,454
2008 701,002
2009 350,788
2010 350,788

Total $ 2,328,032
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 9 — GENERAL LONG-TERM DEBT (Continued)
D. EPA Loan

The District has a non-interest bearing loan with the Environmental Protection Agency. The future
annual payments are as follows and arc included in long-term debt:

Fiscal Year Amount Duc
2007 $ 33,532
2008 33,532
2009 33,532
2010 33,532
2011 16,750
Total $ 150,878

NOTE 10 — JOINT VENTURES

The South San Francisco Unified School District participates in a joint venturc under a joint powers
agreement (JPA) with the San Matco County Schools Insurance Group (SMCSIG). The relationship
between the South San Francisco Unified School District and the JPA is such that the JPAisnota
component unit of the District for financial reporting purposcs.

The JPA arranges for and provide workers’ compensation, property and liability and health insurance for its
member school districts. The JPA is governed by a board consisting of a representative from cach member
district. The governing board controls the operations of the JPA independent of any influence by the
member districts beyond their representation on the governing board. Each member district pays a
premium commensurate with the level of coverage requested and shares surpluscs and deficits
proportionately to its participation in the JPA.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 10 — JOINT VENTURES (Continueg

Condensed audited financial information for the year ended June 30, 2006 is as follows:

SMCSIG
Total Assets $ 9,299,784
Total Liabilitics 6,967,736
Fund Equity $ 2,332,048
Total Revenue $ 32,150,290
Total Expenditures 31,404,454
Net Increase in Fund Balance $ 745,836

NOTE 11 - COMMITMENTS AND CONTINGENCIES

Statc and Federal Allowances, Awards, and Grants

The District has received state and federal funds for specific purposcs that are subject to review and audit by
the grantor agencics. Although such audits could gencrate expenditure disallowances under terms of the
grants, it is belicved that any required reimbursement will not be material.

Construction Commitments

As of June 30, 2006, the District had no commitments with respect to unfinished capital projects.

NOTE 12 — RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, thefts, damage to District asscts, crrors and
omissions, employce injurics and natural disasters. The District participates in a public entity risk pool, as
described in Note 10, for claims in excess of insured amounts for workers’ compensation and liability
protection. The District purchases commercial insurance coverage for other types of risk. There have been
no significant reductions in insurance coverage from the prior year. Scttled claims have not exceeded this
commercial coverage in any of the past three fiscal years.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 13 - EMPLOYEE RETIREMENT PLANS

Qualified employces arc covered under multiple-employer defined benefit pension plans maintained by
agencies of the State of California. Certificated employces are members of the State Teachers’ Retirement
System (STRS), and classified employces are members of the Public Employces’ Retirement System
(PERS).

Plan Description and Provisions

Public Employees’ Retirement System (PERS)

Plan Description

The District contributes to the School Employer Pool under the California Public Employces’ Retirement
System (CalPERS), a cost-sharing multiple-cmployer public employce retirement system defined benefit
pension plan administered by CalPERS. The plan provides retirement and disability benefits, annual cost-
of-living adjustments, and death bencfits to plan members and beneficiaries. Bencfit provisions are
cstablished by state statutes, as legislatively amended, within the Public Employces’ Retirement Law.
CalPERS issucs a scparate comprchensive annual financial report that includes financial statements and
required supplementary information. Copies of the CalPERS annual financial report may be obtained from
the CalPERS Executive Office, 400 P Strect, Sacramento, California 95814

Funding Policx

Active plan members are required to contribute 7.0% of their salary and the District is required to
contribute an actuarially determined rate. The actuarial methods and assumptions used for determining the
rate arc thosc adopted by the CalPERS Board of Administration. The required employer contribution for
fiscal ycar 2005-06 was 9.116%. The contribution requirements of the plan members are established by
State statute. The District’s contributions to CalPERS for the fiscal ycars ending June 30, 2006, 2005, and
2004 werc $1,508,306,$1,624,135, and $737,780, respectively, which represents 100% of the required
contributions for cach fiscal ycar.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 13 - EMPLOYEE RETIREMENT PLANS (continued)
State Teachers’ Retirement System (STRS)

Plan Description

The District contributes to the State Teachers’ Retirement System (STRS), a cost-sharing multiple-
employer public employce retirement system defined benefit pension plan administered by STRS. The plan
provides retirement, disability and survivor bencfits to beneficiaries. Benefit provisions arc cstablished by
state statutes, as legislatively amended, within the State Teachers’ Retirement Law. STRS issucs a scparate
comprchensive annual financial report that includes financial statements and required supplementary
information. Copies of the STRS annual financial report may be obtained from STRS, 7667 Folsom
Boulevard, Sacramento, California 95826.

Funding Policy

Active plan members are required to contribute 8.0% of their salary. The required employer contribution
rate for fiscal ycar 2005-06 was 8.25% of annual payroll. The contribution requirements of the plan
members are established by State statute. The District’s contributions to STRS for the fiscal years ending
June 30, 2006, 2005, and 2004 were $2,508,749, $2,511,003, and $2,490,539, respectively, and cqual
100% of the required contributions for cach year.

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

cducation. These payments consist of state general fund contributions of §1,426,782 to STRS (4.517% of
salaries subject to STRS).
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2006

NOTE 14 — POSTEMPLOYMENT BENEFITS

The District also provides other postemployment care benefits besides PARS, in accordance with District
cmployment contracts, to all employees who retire from the district on or after attaining age 55 with at
lcast 10 ycars of service. Currently 76 certificated employces and 24 classificd employees mect those
cligibility requirements. Expenditures for postemployment benefits are recognized on a pay-as-you-go
basis, as premiums arc paid. During the year ended June 30, 2006, expenditurcs of $68,080 were
recognized for retiree health care benefits.

The approximate accumulated future liability for the District at June 30, 2006, amounts to $442,479. This
amount was calculated based upon the number of retirees receiving benefits multiplied by the yearly district
payment per employee in cffect at Junc 30, 2006, multiplied by the number of ycars of payment remaining

until the employce reaches age 65.

NOTE 15 — NEW GASB PRONOUNCEMENT

The Governmental Accounting Standards Board (GASB) has issucd GASB Statement No. 45, Accounting and
Financial Reporting by Employers for Postemployement Benefits Other Than Pensions. The pronouncement will
require employers providing postemployment bencfits, commonly referred to as other postemployment
benefits, or OPEB, to recognize and account for the cost of providing these benefits on an accrual basis and
provide footnote disclosurc on the progress toward funding the benefits. The implementation date for this
pronouncement will be effective for the South San Francisco Unified School District beginning in the 2008-
09 fiscal ycar. The effect of this pronouncement on the financial condition of the District has not been
dctermined.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Budgetary Comparison Schedule — General Fund

Year Ended June 30, 2006
Budgcted Amounts Variance with
Actual Final Budget -
Original Final (Budgctary Basis) Pos (Ncg)

Revenuces

Revenue Limit Sources $ 51,760,136 S 51,481,053 $ 52,084,794 S 603,741

Federal 3,482,820 4,674,540 3,818,323 (856,217)

Other State 7,205,646 8,649,929 8,461,463 (188,466)

Other Local 1,735,042 1,802,164 1,998,002 195,838
Total Revenues 64,183,644 66,607,686 66,362,582 (245,104)
Expcenditures

Certilicated Salaries 30,594,430 30,119,731 30,124,299 (4,568)

Classified Salaries 8,927,983 9,126,486 9,047,384 79,102

Employee Benefits 11,187,113 11,109,530 10,842,320 267,210

Books and Supplies 2,687,524 6,107,804 2,306,558 3,801,246

Services and Other Operating Expenditures 6,865,904 6,278,113 5,786,225 491,888

Capital Out]ay 160,516 111,204 39,090 72,114

Other Outgo 4,643,467 5,029,824 4,793,650 236,174

Direct Support/Indirect Costs (282,143) (290,182) (337,370) 47,188
Total Expenditures 64,784,794 67,592,510 62,602,156 4,990,354
Excess (Deficiency) of Revenues

Over (Under) Expenditures (601,150) (984,824) 3,760,426 4,745,250
Other Financing Sources and Uscs

Interfund transfers in 394,300 14,300 14,300 -

Interfund transfers out (380,000) (1,065,304) (929,117) 136,187

Other sources 413,923 413,923 412,746 (1,177)
Total Other Financing Sources and Uses 428,223 (637,081) (502,071) 135,010
Excess (Deficiency) of Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Financing Uses (172,927) (1,621,905) 3,258,355 4,880,260
Fund Balances, July 1, 2005 5,897,540 5,897,540 5,897,540 -
Fund Balances, June 30, 2006 S 5,724,613 S 4,275,635 § 9,155,895 s 4,880,260
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT

History and Organization

June 30, 2006

The South San Francisco Unified School District originated from the unification in 1936 of an clementary
district (founded in 1866) and a high school district (founded in 1913). The District currently operates ten
clementary schools, three middle schools, two comprchensive high schools, one continuation school, four

day-carc schools, one adult education school, and onc centrally located children center. The District

boundaries encompass the city of South San Francisco, a portion of Daly City, a small arca of San Bruno,

and some small “islands” of unincorporated arcas of San Matco County. There were no Changes in the

boundaries of the District during the current year.

GOVERNING BOARD

Member

Philip Weise
Raymond Latham
Emanuele Damonte

Romolo Braschi

Shirlee Hoch

Office

President

Vice President

Member

Member

Member

DISTRICT ADMINISTRATORS

Term Expires

Barbara Olds

Superintendent

John Thompson, Ed. D

Assistant Superintendent, Personnel

Cheryl Milner, Ed. D.

Assistant Superintendent, Educational Services

Ron McEntire and Krishna Kirpalani (Interim)

Assistant Superintendent, Business Services
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Average Daily Attendance
Year Ended June 30, 2006

Second Period Annual
Report Report

Elementary:

Kindergarten 667 664

Grades One through Three 1,832 1,825

Grades Four through Six 1,952 1,952

Grades Seven and Eight 1,328 1,323

Home and Hospital 1 2

Special Education 211 215

Total Elementary 5,991 5,981
Secondary:

Grades 9 Through 12, regular classes 2,786 2,746

Continuation Education 43 43

Homec and Hospital 4 4

Community Day Schools 13 18

Special Education 114 110

Total Sccondary 2,960 2,921
Classes for Adults:

Concurrently Enrolled 14 14

Not Concurrently Enrolled 642 640

Total Adult Classcs 656 654
Total Average Daily Attendance 9,607 9,556

Hours of
Supplemental Instruction Hours Attendance
Elementary 33,802
Secondary 76,476

Total 110,278

The note to the supplementary information is an intcgral part of this statement.

48






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Instructional Time

June 30, 2006

1986-87 Number of Days
1982-83 Minutes 2005-2006 Traditional
Grade Level Actual Minutcs Requirement Actual Minutes Calendar Status
Kindergarten 35,920 36,000 38,005 180 Complied
Grades 1 through 3 48,312 50,400 52,200 180 Complied
Grades 4 through § 48,312 54,000 54,000 180 Complied
Grades 6 through 8 49,860 54,000 60,828 180 Complied
Grades 9 through 12 63,440 64,800 65,217 180 Complicd

The note to the supplementary information is an integral part of this statement.

49






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Financial Trends and Analysis

Year Ended June 30, 2006
(Budget)

General Fund 2007*%** 2006 2005 2004
Revenues and other financing sources 5 67,676,989 5 66,789,629 3§ 62705497 s 59,601,024
Expenditures 65,880,726 62,602,156 59,620,106 60,397,248
Other uscs and transfers out 671,239 929,118 1,572,328 1,166,514
Total outgo 66,551,965 63,531,274 61,192,434 61,563,762
Change in fund balance (deficit) 1,125,024 3,258,355 1,513,063 (1,962,738)
Ending fund balance $ 10,280,919 9,155,895 § 5,897,540 § 4,384 477
Available reserves* $ 4,942,537 $ 4,942,537 § 1,998,295 3 1,973,587
Available reserves as a percentage

of total outgo 7.4% 7.8% 3.3% 3.2%
Total long-term debt § 43,553,135 5 45,504,018 §  45544,813 §  43,784.112
Average daily attendance at P-2+x 8,951 8,951 9,023 8,952

The General Fund balance has increased by $4,771,418 over the past two ycars. The fiscal year 2006-07 adopted
budget projects an increase of $1,125,024. For a district of this size, the state recommends available reserves of at
least 3% of total general fund expenditures, transfers out, and other uscs (total outgo).

Long-term debt has increased by $1,179,906 over the past two ycars and ADA has decreased by onc since 2004,

* Available rescrves consist of all undesignated fund balances and all funds designated for cconomic

uncertainty in the General Fund or Special Reserve Fund (Other than Capital Outlay).
** Excludes Adult Education ADA.

*** Adopted Scptember 2006.

The note to the supplementary information is an integral part of this statement.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Expenditures of Federal Awards

June 30, 2006

Federal Pass-Through
Federal Grantor/ Pass-Through CFDA Entity Identifying Federal
Grantor/Program or Cluster Title Number Number Expenditures
Federal Programs:
U.S. Department of Agriculture:
Passcd through California Dept. of Education (CDE):
National School Lunch 10.555 13391 928,351
National School Breakfast 10.553 13390 102,043
Child and Adult Care Food 10.558 13393 25,856
Total U.S. Department of Agriculture 1,056,250
U.S. Department of Education:
Passed through California Dept. of Education (CDE):
No Child Left Behind Act:
Title I, Part A, Basic Grants Low-Income and Neglected 84.010 14329 657,054
Title [, Part C, Migrant Education 84.011 13174 79,967
Title II, Part A, Teacher Quality 84.367 14341 291,758
Title I1, Part D, Enhancing Education Technology 84.318 14334 251,790
Title I, Limited Eng]ish I“roﬁcicncy 84.365 10084 122,999
Title IV, Part A, Drug-Free Schools 84.186 14347 31,804
Title V, Part A, Innovative Education Strategics 84.298A 14354 41,424
Advanced Placement Test Fee Program 84.330 14504 934
Individuals with Disabilities Act:
IDEA, Basic Local Assistance Entitlement, Part B 84.027 13379 1,546,112
IDEA, Preschool Grants, Part B 84.173 13430 26,335
IDEA, Preschool Local Entitlement, Part B 84.027A 13682 43,467
IDEA, Preschool Staff Development, Part B 84.173A 13431 262
IDEA, Emergency Response N/A 14188 87,890
IDEA, Workability 1 84.027 13705 70,266
IDEA, Workability II, Transition Partnership 84.158 10006 35,113
Carl Perkins Act:
Vocational & Applied Technology Sccondary 84.048 13924 41,234
Vocational Postsccondary and Adult 11 84.048 13923 42,599
Adult Education and Family Literacy Act:
Adult Basic Education 84.002A 14508 101,299
English Literacy and Civics Education 84.002A 14109 28,350
Adult Secondary Education 84.002 13978 20,475
Total U.S. Department of Education $ 3,521,132
U.S. Department of Health and Human Services:
Passed through California Dept. of Education (CDE):
Medi-Cal Bi]ling Option 93.778 10013 16,367
Medi-Cal Administrative Activitics N/A 10060 543,807
Child Development: Quality Improvement Activities 93.575 24486 8,194

Total Expenditures of Federal Awards

The note to the supplementary information is an integral part of this statement.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT

Reconciliation of Annual Financial and Budget Report With Audited Financial Statements

Year Ended June 30, 2006

June 30, 2006, annual financial and budget report
(SACS) balances
Adjustments and reclassifications:
Increasing (decreasing) the fund balance:
Understatement of general obligation bonds payable

Overstatement of child nutition revenues

Net adjustments and reclassifications

June 30, 2006, audited financial statcment balances

Other Form
Funds Debt
$ 6,064,682 $ 42,132,606
- 2,209,830
(132,036) -
(132,036) 2,209,830
$ 5,932,646 $ 44,342 436

The note to the supplementary information is an integral part of this statcment.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Notes to the Schedule of Expenditures of Federal Awards
June 30, 2006

NOTE 1 — PURPOSE OF SCHEDULES

Schedule of Average Daily Attendance (ADA)

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

Schedule of Instructional Time

The District has reccived incentive funding for increasing instructional time as provided by the Incentives
for Longer Instructional Day. This schedule presents information on the amount of instructional time
offered by the District and whether the District complied with the provisions of Education Code Scctions
46200 through 46206.

Districts must maintain their instructional minutes at cither the 1982-83 actual minutes or the 1986-87
requirement, whichever is greater, as required by Education Code section 46201

Schedule of Financial Trends and Analysis

This schedule discloses the District’s financial trends by displaying past years’ data along with current ycar
budget information. These financial trend disclosures arc used to evaluate the District’s ability to continuc
as a going concern for a reasonable period of time.

Schedule of Expenditures of Federal Awards

The accompanying schedule of expenditures of Federal awards includes the Federal grant activity of the
District and is presented on the modified accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of the United States Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Thercfore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of the financial
statcments.

Subrecipients
Of the Federal expenditures presented in the schedule, the District provided no Federal awards to
subrecipients.

Reconciliation of Annual Financial and Budget Report with Audited Financial Statements

This schedule provides the information necessary to reconcile the fund balance of all funds reported on the
Unaudited Actual Financial Report to the audited financial statements.
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A PROFESSIONAL ACCOUNTANCY CORPORATION

Board of Trustces
South San Francisco Unified School District
South San Francisco, California

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 South San Francisco Unified School District as
of and for the ycar ended June 30, 2006, and have issued our rcport thereon dated
November 9, 2006. We conducted our audit in accordance with gencrally 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 South San Francisco Unified School
District’s internal control over financial reporting in order to determine our auditing
procedures for the purposc of cxpressing our opinion on the financial statements and not to
provide an opinion on the internal control over financial reporting. However, we noted
certain matters involving the internal control over financial reporting and its operation that
we consider to be reportable conditions. Reportable conditions involve matters coming to
our attention relating to significant deficiencies in the design or opcration of the internal
control over financial reporting that, in our judgment, could adversely affect South San
Francisco School District’s ability to record, process, summarizc and report financial data
consistent with the assertions of management in the financial statements. Reportable
conditions are described in Section 1I of the accompanying schedule of findings and
rccommendations.
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A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a rclatively low level the risk that misstatements caused by
crror or fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. Our consideration of the internal control over financial reporting would not necessarily
disclosc all matters in the internal control that might be reportable conditions and, accordingly, would not
nccessarily disclose all reportable conditions that arc also considered to be material weaknesses. None of
the reportable conditions are considered to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonablec assurance about whether South San Francisco Unified School District’s
financial statecments 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
dircct 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 non-compliance and other
matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and usc of the Board, management, and federal awarding

agencies and pass-through cntities and is not intended to be and should not be used by anyonc other than
the specified partics.

@‘9@ W L 2C
San Dicgo, California
November 9, 2006
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A PROFESSIONAL ACCOUNTANCY CORPORATION

Board of Trustees
South San Francisco Unified School District
South San Francisco, California

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MA]JOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Compliance

We have audited the compliance of South San Francisco Unified School District with the
types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that arc applicable to cach of its major federal
programs for the year ended June 30, 2006. South San Francisco Unified School District’s
major federal programs are identificd in the summary of auditors’ results scction of the
accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is the responsibility of South San Francisco Unified School District’s
management. Our responsibility is to express an opinion on South San Francisco Unified
School District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards; generally
accepted in the United States; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
rcasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes cxamining, on a test basis, evidence about
South San Francisco Unified School District’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a rcasonable basis for our opinion. Our audit docs not
provide a legal determination on South San Francisco Unificd School District's compliance
with those requirements.
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In our opinion, South San Francisco Unified School District complied, in all material respects, with the
requirements referred to above that arce applicable to cach of its major federal programs for the yecar ended

June 30, 2006.

Internal Control Over Compliance

The management of South San Francisco Unificd School District is responsible for establishing and
maintaining cffective internal control over compliance with requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we considered South San
Francisco Unified School District’s internal control over compliance with requirements that could have a
direct and material cffect on a major federal program in order to determine our auditing procedures for the
purposc of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level
the risk that noncompliance with the applicable requirements of laws, regulations, contracts and grants
causcd by crror or fraud that would be material in relation to a major federal program being audited may
occur and not be detected within a timely period by employces in the normal course of performing their
assigned functions. We noted no matters involving the internal control over compliance and its operation
that we consider to be material weaknesses.

This report is intended solely for the information and usc of the Board, management, and federal awarding

agencies and pass—through cntitics and is not intended to be and should not be used by anyone other than
these specified partics.

%6/@ W p p &
San Dicgo, California
November 9, 2006
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AUDITORS’ REPORT ON STATE COMPLIANCE

We have audited the basic financial statements of the South San Francisco Unified School
District, as of and for the year ended June 30, 2006, and have issued our report thercon
dated November 9, 2006. Our audit was made in accordance with auditing standards

gencrally accepted; the standards applicable to financial audits contained in Government
Auditing Standards, issucd by the Comptroller General of the United States; and Standards
and Procedures for Audits of California K-12 Local Educational Agencies 2005-06, published by
the Education Audit Appcals Panel. Those standards require that we plan and perform the

audit to obtain rcasonable assurance about whether the financial statements are free of

material misstatement. An audit includes examining, on a test basis, cvidence 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

cvaluating the overall financial statement presentation. We believe that our audit provides

a rcasonable basis for our opinion.

The District's management is responsible for the District's compliance with laws and

regulations. In connection with the audit referred to above, we sclected and tested
transactions and records to determine the District's compliance with the laws and

regulations applicable to the following items:

Procedures in

Procedures

Description Audit Guide Performed

Attendance Accounting:

Attendance Reporting 8 Yes

Kindergarten Continuance 3 Yes

Independent Study 22 No (sce below)

Continuation Education 10 No (scc below)

Adult Education 9 Yes

Regional Occupational Centers and Programs 6 Not applicable
Instructional Time:

School Districts 4 Yes

County Offices of Education 3 Not applicable
Community Day Schools 9 Not applicable
Morgan-Hart Class Sizc Reduction Program 7 Yes
Instructional Materials:

Gencral Requirements 12 Yes

K-8 only 1 Yes

Grades 9-12 only 1 Yes
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Procedures in the Procedures

Description Audit Guide Performed

Ratio of Administrative Employees to Teachers 1 Yes
Early Retirement Incentive Program 4 Not applicable
Gann Limit Calculation 1 Yes
School Construction Funds:

School District Bonds 3 Yes

State School Facilities Funds 1 Yes
Alternative Pension Plans 2 Not applicable
Proposition 20 Lottery Funds 2 Yes
State Lottery Funds 2 Yes
California School Age Families Education (Cal-SAFE) Program 3 Yes
School Accountability Report Card 3 Yes
Class Size Reduction Program:

General Requirements 7 Yes

Option One 3 Yes

Option Two 4 Yes

Districts with only one school serving K-3 4 Not applicable
Charter Schools:

Contemporancous Records of Attendance 1 Not applicable

Nonclassroom-Based Instruction/Independent Study 15 Not applicable

Additional Nonclassroom-Based Instruction 1 Not applicable

Determination of Funding for Nonclassroom-Based Instruction 3 Not applicable

We did not test Independent Study and Continuation High School attendance as the ADA reported was
immaterial.

Based on our audit, we found that, for the items tested, the South San Francisco Unified School District
complied with the state laws and regulations referred to above. Further, based on our examination, for
items not tested, nothing came to our attention to indicate that the South San Francisco Unified School
District had not complicd with the state laws and regulations.

This report is intended solely for the information and use of the Board, management, State Controller’s

Office, Department of Finance, Department of Education, and pass-through cntitics, and is not intended to
be and should not be used by anyonc other than these specified partics.

San Diego, California
November 9, 2006
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
Year Ended June 30, 2006

Section I - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued Unqualified
Internal control over financial reporting:
Material weakness(es) identified? No
Reporting condition(s) identified not considered
to be material weaknesses? Yes
Noncompliance material to financial statcments noted? No
Federal Awards
Internal control over major programs:
Matcrial weakness(es) identified? No
Reporting condition(s) identificd not considered
to be material weaknesses? No
Type of auditor's report issued on compliance for
major programs: Unqualified
Any audit findings disclosed that are required to be reported
in accordance with Circular A-133, Scction .510(a) No
Identification of major programs:
CFDA Numbers Name of Federal Program or Cluster
10.555 Child Nutrition Cluster
84.027 Special Education Cluster
Dollar threshold used to distinguish between Type A and
Type B programs: $ 300,000
Auditee qualified as low-risk auditce? Yes
State Awards
Internal control over state programs:
Material weakness(cs) identificd? No
Reporting condition(s) identificd not considered
to be material weaknesscs? No
Type of auditor's report issued on compliance for
statc programs: Unqualified
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
Year Ended June 30, 2006

Section II — Financial Statement Findings

This section identifics the reportable conditions, material weaknesses, and instances of noncompliance
related to the financial statements that are required to be reported in accordance with Government Auditing
Standards. Pursuant to Assembly Bill (AB) 3627, all audit findings must be identificd as onc or more of the
following categorics:

Five Digit Code AB 3627 Finding Types
10000 Attendance
20000 Inventory of Equipment
30000 Internal Control
40000 State Compliance
50000 Federal Compliance
60000 Miscellaneous
70000 Instructional Materials
71000 Teacher Misassignments
72000 School Accountability Report Card

Finding #2006-1 Associated Student Body (ASB) Accounts (30000)
We sampled and audited two of the District’s ASBs with the following results:

El Camino High: Significant intcrnal control deficiencics were found that included: financial
statements and bank reconciliations not being prepared; inadequate cash controls; lack of proper
approvals over cash disbursements; and, lack of scgregation of dutics.

Recommendation: NNW recommended in the Spring of 2006 that the District conduct a
thorough investigation of the problems found at El Camino High ASB and take corrective actions.
Since that time the District made personnel changes and has implemented standardized procedures
for the 2006-07 school year. NNW will audit the ASB in the Spring of 2007 and report back on the
progress made since our last audit.

Alta Loma Middle: At the middle school ASB we found a few arcas where controls could be
improved. The arcas include: preparation of an ASB budget, cnsuring independent contractor
information is obtained when hiring DJs, and segregating dutics of the bookkeeper who both writes
and signs checks.

Recommendation: NNW recommends that all ASBs, including Alta Loma Middle, follow
standard formats and procedures for budgeting, cash controls and expenditures. The Fiscal Crisis
Management and Assistance Team (FCMAT) has an excellent ASB Accounting manual that contains
uscful forms and procedures that ASBs can follow. It can be downloaded for free from

www. fcmat.org website.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
Year Ended June 30, 2006

Section II — Financial Statement Findings (continued)

District Response: In Spring 2006, the El Camino High School Principal and the Superintendent
took the recommendations from the auditor and addressed cach issue. There was a review of how
the school was adhering to the District’s procedures for handling ASB accounts. In fact, the
comptroller was terminated and new personnel were hired.

The recommendations from the auditor were reviewed with the new comptroller. The District
Business Supervisor of Budgcting and Accounting has been working with the comptroller to be sure
that the bank reconciliation is correct.

The Superintendent distributed a copy of the FCMAT Accounting Manual for ASB’s to all
sccondary principals. The District policy governing ASB’s was revised and reviewed with all of the
principals.

In addition, the following information was discussed with the principals:

1. The signature card at the bank must have at lcast four signatures; Principal, one other sitc
staff, Superintendent, and Associate Superintendent of Business.

2. Checks must be signed by at least two people. Normally the person signing the check
should not be the person writing the check.

3. The bank rcconciliation must be completed and a monthly copy sent to the District’s
Supervisor of Account and Budgecting.

4. Reccipts given to classes and clubs must be numbered.

5. All checks written must have receipts. Check requests must have the signature of a
student, class/club advisor and principal/ designee.

6. In order to expend funds, there needs to be a budget approved by the organization and
recorded/approved in the minutes.

7. Independent contractor information must be obtained when hiring DJ’s. A W-9 form
must be completed. Those forms may be obtained through Business Services. Pleasc call
the District’s Supervisor of Accounting and Budgeting.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
Year Ended June 30, 2006

Section II — Financial Statement Findings (continued)
Finding #2006-2: Adult Education Cash Handling (30000)

Cash is collected in adult education for fee-based class tuition and materials. One person collects
the cash, issues receipts, prepares and makes the deposit. A summary of the cash collected is sent
to the District Office to post to the accounting records. We found the process to be good and the
rccords orderly. However, because no onc is reviewing that all cash collected is deposited, there is
an opportunity for misappropriation of funds to occur and it not being detected.

Recommendation: We recommend that duties be scgregated or review procedures be put into
place. For cxample, require a second count of cash and verification that the cash reconciles to the
receipts issued.

District Response:

1. All receipts are pre-numbered. The ledger is also numbered manually to correspond
with receipts.

2. The ledger indicates date and amount of all deposits.

3. Moncy collected and receipts issucd for our cvening program are always verified by the
daytime Administrative Assistant and need to be consistent with a written report that is
prepared by the evening Senior Office Assistant.

4. In the daytime, moncy is collected and receipts are issued by three person office staff
and verified by the daytime Administrative Assistant, who also balances the cash
collected with ledger entries.

5. All deposits to the bank are verified in writing by the Administrator with a signaturc on
the ledger.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
June 30, 2006

Section II — Financial Statement Findings (continued)
Finding #2006-3: Inventory of Fixed Assets (20000)

The Education Code requires that fixed asscts with a value of $500 or more be inventoricd. In past
years the District hired a firm to take a physical count, but there is no system in place to capturc in
the accounting records and pcriodically inventory ncw fixed assct acquisitions and retirements.

Recommendation: We recommend that a fixed assct system be developed to track all
purchascs; for example, description, date of purchase, where the item is located, its costs and the
date of retirement (c.g.; surplus sales and disposals). Every 1-2 years the District should take an
inventory and identify any lost items, investigating any significant losses.

District Response: The Supervisor of Budgeting and Accounting is reviewing and updating our
current system (Escape) to track all of our purchases. The District has had recent personncl
changes in the Business Services Department. When the vacant Buyer/Senior Accountant position
is filled, the department can do a new inventory and identify any lost items. In the meantime, all
sites are sending the Purchasing Department any un-repaired or disposed assets to be removed
from the Master Inventory List in Escape.

CECC does have a Fixed Asset module that is integrated with our PO module, but we won’t be
able to implement it until it is opcrational.
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SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
June 30, 2006

Section III - Federal Award Findings and Questioned Costs
This scction identifics the audit findings required to be reported by Circular A-133, Scction .510(a) (e.g.,

reportable conditions, material weaknesses, and instances of noncompliance, including questioned costs).

There were no federal awards findings or questioned costs in 2005-06.

65






SOUTH SAN FRANCISCO UNIFIED SCHOOL DISTRICT
Schedule of Audit Findings and Questioned Costs
June 30, 2006

Section IV —State Award Findings and Questioned Costs

This scction identifies the audit findings pertaining to noncompliance with state program rules and

regulations.

There were no state awardsﬁndings or questioned costs in 2005-06.
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