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                     SACRAMENTO CITY UNIFIED SCHOOL DISTRICT 
                       BOARD OF EDUCATION 

 
Agenda Item# 6.2 

 
Meeting Date:  July 30, 2026 
 
Subject:  Public Hearing: AB 1200 Public Disclosure and Approval of Agreement between 

Sacramento City Unified School District (SCUSD) and the Sacramento City 
Teachers Association (SCTA) to Aid in Fiscal Recovery 

 
 Information Item Only 
 Approval on Consent Agenda 
 Conference (for discussion only) 
 Conference/First Reading (Action Anticipated: ______________)  
 Conference/Action 
 Action 
 Public Hearing 

 
Division:  Labor Relations; Business Services 
 
Recommendation:  Approve MOU agreement between SCUSD and SCTA to aid in fiscal 
recovery. 
 
Background/Rationale:  The parties’ agreement includes terms regarding the following: 
 

• Retiree Health Benefit Payments 
• Use of Employee Contributions 
• Medi-Cal Reimbursement Funds 
• Unfilled Vacancies 
• Extension of the SCTA-SCUSD Collective Bargaining Agreement with Salary Reopener 
• Health Benefits 
• “Me-Too” Provisions 
• Parcel Tax 

 
Financial Considerations:  These changes collectively reflect a total savings of $97.6 million.   
 
LCAP Goal(s):  Graduation outcomes, Academic outcomes, and Welcoming and safety 
outcomes.  
 
Documents Attached:   
Signed MOU between SCTA and SCUSD 
AB 1200 document 
California Employers’ Retiree Benefit Trust Disbursement Form 
July 24, 2026 Letter from SCOE  
July 28, 2026 Letter from Orrick 
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Estimated Time of Presentation: 5 Minutes  
Submitted by: Labor Relations/ Business Services 
Approved by: Superintendent  







































July 24, 2026 

Cancy McArn, Superintendent  
Sacramento City Unified School District 
5735 47th Avenue  
Sacramento, CA  95824 

SUBJECT: Sacramento City Teachers Association Memorandum of 
Understanding 

Dear Superintendent McArn: 

As provided by the State Criteria and Standards (CCR section 15451(b)(C)) 
and Education Code Section 42142, when labor contract negotiations are 
settled after the adoption of the district’s budget, the district must provide the 
County Superintendent with a fiscal analysis of the agreement and its effect 
on the budget. Furthermore, a school district that has a qualified or negative 
certification pursuant to Education Code Section 42131 must allow the 
County Superintendent at least 10 working days to review and comment on 
any proposed agreement made between the school district and a labor union 
representing its employees. In addition, before the district board of education 
takes any action on a proposed collective bargaining agreement, the district 
must meet the public disclosure requirements of Government Code Section 
3547.5. 

The Sacramento City Unified School District has submitted its public 
disclosure and fiscal analysis of a proposed memorandum of understanding 
(MOU) between the district and the Sacramento City Teachers Association 
(SCTA) for us to review and comment. The agreement is scheduled to be 
considered by the Sacramento City Unified School District Board of Education 
on July 30, 2026. 

In our July 16, 2026, letter to the district we strongly advised the district not 
to enter into any agreements with labor unions that would foreclose its ability 
to negotiate and implement solutions as needed in the future to restore 
solvency. Instead, we encouraged the district to pursue both short and long-
term solutions, including labor concessions, that will minimize the size of the 
emergency apportionment it will need to request and thus enable the district 
to restore local control as soon as possible.   
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The stated intent of the proposed MOU is to “aid the fiscal recovery of the Sacramento City 
Unified School District.” However, the MOU would not generate sufficient cash to allow it to 
avoid insolvency and the need for an emergency apportionment. Instead, it would have the 
negative effect of foreclosing the district's ability to negotiate additional solutions needed to 
restore solvency and, as a result, is inconsistent with the district's ability to meet its 
obligations and endangers its fiscal well-being. 
 
The MOU proposes to use approximately $45 million from the district's Retiree Health Fund 
to offset the costs of retiree health benefits in 2025-26 and 2026-27. The MOU also allows 
the district to redirect approximately $3 million in employee contributions for retiree health 
benefits to the district's General Fund in those years and for the term of the agreement. It 
appears that the intent is to also use another $23 million from the Retiree Health Fund in 
2027-28, however, this is not stated in the agreement.  
 
We note that the district would need to restore the money withdrawn from the Retiree Health 
Fund in the future. In addition, while withdrawing from the Retiree Health Fund would 
generate short-term cash for the district, it would also result in future costs. The district 
would lose the interest earnings this money would generate if it is left in the Fund. So, the 
more the district takes out of the Fund and the longer it takes the district to restore it, the 
more it will cost the district. The district has not indicated how or when the Fund will be 
restored. 
 
The MOU references a prior agreement to use $21.5 million in Medi-Cal reimbursements 
to offset General Fund costs. The MOU also references approximately $5 million in savings 
from not filling vacancies. However, $14.5 million of the $21.5 million in Medi-Cal 
reimbursements and all the vacancy savings were already realized in 2025-26. 
 
In addition, the MOU would allow the district to explore health benefit purchasing options 
to reduce district costs for employee health benefits. But only if it would not result in any 
reduction in current health benefits for SCTA. It is uncertain if the district could achieve 
significant savings from this proposal and it is unclear when those savings would begin. 
This proposal would also require the agreement and participation of the district's other labor 
unions and the status of those conversations is not indicated. 
 
The only immediate, certain cash savings in this MOU is the $45 million withdrawal from 
the Retiree Health Fund, $3 million in employee contributions and $7 million in Medi-Cal 
reimbursements. The Fiscal Crisis and Management Assistance Team (FCMAT) projects 
the district will reach its maximum borrowing capacity by the end of February 2027. The 
cash solutions in the MOU would extend this a maximum of two months, to April 2027. 
Furthermore, FCMAT projects that the district's cash deficit will be $135 million by June  
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2027. The cash solutions in the MOU would only reduce the cash deficit by $55 million. So, 
the district would need to generate an additional $80 million in cash solutions in the next 
few months to avoid insolvency. None of the proposals the district has shared with us to 
date, even when combined, are likely to generate enough cash soon enough to avoid 
insolvency.  

The MOU would extend the current SCTA CBA through 2029-30 and would only allow the 
district to reopen the agreement to negotiate salary increases. Thus, no proposals for labor 
concessions to aid in restoring solvency would even be allowed to occur for the next three 
years. The MOU also includes a "Me-Too" provision that automatically applies any 
"improvement" to salaries and/or benefits included in a collective bargaining agreement 
with another labor union during the term of this MOU to SCTA as well. As a result, the 
district would still need to request an emergency apportionment, but would be unable to 
negotiate and implement solutions, including labor concessions, needed to minimize the 
size of the emergency apportionment and enable the district to restore local control as soon 
as possible. Furthermore, the district will likely incur additional costs in the future for 
increases in employee compensation in addition to the costs to restore the Retiree Health 
Fund. 

We request that you provide this notification to each recognized employee organization 
and each recognized parent organization of the school district as required pursuant to 
Government Code Section 3240.2. 

We would like to thank your staff for their cooperation during our review process. If you 
have any questions or concerns, please call Nicolas Schweizer at (916) 228-2561. 

Sincerely, 

David W. Gordon 
Sacramento County Superintendent of Schools 

DWG/NS/tc 

cc:  Tara Jeane, Board President, SCUSD 
Tony Thurmond, State Superintendent of Public Instruction, CDE 
Abel Guillen, Deputy Superintendent of Public Instruction, CDE  
Linda Darling-Hammond, President, SBE  
Brooks Allen, Executive Director, SBE  
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Michael Fine, Chief Executive Officer, FCMAT  
Luz Cázares, Fiscal Advisor, SCOE 
Ron Carruth, Fiscal Advisor, SCOE 
Mariana Corona Sabeniano, President, Sacramento County Board of Education 
Dr. Nancy Herota, Deputy Superintendent, SCOE  
Nicolas Schweizer, Associate Superintendent, SCOE  
Tara Clark, Director, District Fiscal Services, SCOE 
Gerardo Castillo, Incoming Chief Business Officer, SCUSD 

 



 
 

 

 

 

 

  

 

Orrick, Herrington & Sutcliffe LLP 

The Orrick Building 

405 Howard Street 

San Francisco, CA 94105-2669 

+1 415 773 5700 

orrick.com 

4140-6323-8763.1 

 

 

July 28, 2026 

  

Cancy McArn, Interim Superintendent and  

Dan Schallock, Assistant Superintendent of Human Resources  

Sacramento City Unified School District 

 

 
 

 

Re: Authority to Use OPEB Trust Funds for Retiree Health Benefit Payments  

 (FY 2025-2026, 2026-2027, and 2027-2028) 

Dear Cancy and Dan: 

Based on the terms of the District’s Retiree Health Investment and Trust Plan Agreement and 

related documentation you shared, as well as relevant legal authorities, including statutes, 

caselaw, and attorney general opinions, Plan Assets may be disbursed from the California 

Employers’ Retiree Benefit Trust to pay current, documented SCTA retiree health costs; for 

CalPERS-compliant reimbursement of SCTA retiree health costs the District already paid during 

the fiscal year that just ended, June 30, 2026 (FY 2025–26); and for SCTA retiree health costs 

the District expects to pay during FY 2026–27 and FY 2027–28. 

Using Plan Assets to pay current retiree health costs is not simply permissible; it is consistent 

with, and indeed supports, sound fiscal management and the very purpose for which the Trust 

was created. The Trust was specifically designed to smooth the cost of retiree health obligations 

over time, so that the District is not forced to fund those costs entirely out of its General Fund in 

any single year. Viewed this way, drawing on the Trust to cover FY 2025–26, FY 2026–27, and 

FY 2027–28 costs reflects the intended operation of the prefunding mechanism rather than a 

diversion of Trust assets to an unrelated purpose, and it supports — rather than undermines — 

the District’s ability to demonstrate, as Education Code section 42127.6 (AB 1200) requires, that 

it can meet its financial obligations for the current year and the two years that follow. 

That said, the District should endeavor to show that each withdrawal is one part of a coherent, 

longer-term funding plan, rather than a one-time draw made simply to relieve budget pressure. 

This does not mean the District must resume or continue making new contributions to the Trust 

in each of the next several years. The District may be unable to make contributions for the next 

two or three fiscal years. The District should seek to demonstrate that contributions are expected 

to resume in due course and that the Trust will remain able to pay benefits to both current and 

future retirees over the longer term, even with a temporary gap in new funding.  
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No legal authority supports withdrawals to reimburse retiree health benefit payments the District 

made in fiscal years before 2025–26. CERBT’s own rules allow a narrow, time-limited exception 

for the fiscal year that has just closed — a request to reimburse FY 2025–26 costs must reach 

CalPERS by July 31, after which only current fiscal year costs may be reimbursed. In this 

context, “prior year costs” refer to this recently closed fiscal year, not fiscal years further in the 

past. 

To best protect the District, for any withdrawal — whether for the fiscal year just ended, the 

current year, or a future year — the District should ensure the Trust Board has authorized the 

withdrawal pursuant to the Trust Plan Agreement, that the District has followed CalPERS’s 

disbursement procedures, and that it has modeled the effect the withdrawal will have on the 

Trust’s assets and its ability to pay future benefits. This financial modeling serves two purposes: 

it gives the Trust Board a record showing it exercised the diligence its fiduciary duty to retirees 

requires, and it is the clearest way for the District to demonstrate that its withdrawals are part of 

a long-term funding plan rather than a drawdown of a finite, and currently only partially funded, 

asset. The more the District relies on Trust withdrawals rather than new contributions, the more 

important this modeling becomes. 

Further, beyond how a court would view any particular reimbursement, there are additional open 

questions that could affect the analysis — most notably, whether retirees hold a vested 

contractual right to their retiree health benefits, an issue on which California courts have reached 

different conclusions depending on the facts. As such, and subject to the Trust Board’s fiduciary 

duties and updated financial modeling: (i) reimbursement from the Trust is likely permissible for 

retiree health benefit costs paid in FY 2025–26; and (ii) the District can likely use Trust assets to 

pay SCTA retiree health care costs in FY 2026–27 and FY 2027–28. Neither of these actions is 

entirely without risk, but that risk decreases the more clearly the District can show that these 

withdrawals are one piece of a coherent, ongoing plan to keep the Trust funded for retirees now 

and in the future. 

Sincerely yours, 

Orrick, Herrington & Sutcliffe 
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