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@@ DIXON, WALLER & CO., INC. CERTIFIED PUBLIC ACCOUNTANTS

164 E. MAIN

TRINI ~ COLORA 1082 .

(719) 241 (719) 846-3352
" Board of Education

East Otero School District Number R-1
La Junta, Colorado 81050 -

Re[;bl_'_t on the Financial Statements

financial statements as listed in the table of contents. -

Management’s Responsibility for the Financial Statements
g . v :p ol . . - .

er due to fraud or error.
Auditor’s Responsibility

Our r’ésﬁohsibil~ity is to express opinions on these financial statements based on our audit. We conducted our audit

ne acce
to i ment
S q we p

about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or etror. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
ose of expressing an opi nonthee
opinion.. An audit a  includes
reasonableness of significant accounting eStimates m
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of East Otero School District Number R-1, as of June 30, 2019, and the respective changes in financial position
thereof for the year then ended in accordance with accounting principles generally accepted in the United States of

America.
1-



Other Matters
Required Supplementary Information

Accounting principles generally accepted in, the United States of America require that the management’s
discussion and analysis, budgetary comparison and pension and post employment benefits trend data on pages i
through xiii and 47 through 53 be presented to supplement the basic: financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards

g anc
c dp
ra int

statements, and other knowlédge we obtained during our

an opinio an sur e on the n
sufficient d Xp an  nionorp assurance:
Other Information

Out audit was conducted for the purpose of forming opinions on the financial statemients that collectively

ise O N ctNu r s basic finaricial stat.ements..The combining and individual fund
ial m ,o0 ules, required schedules aré. presented for purposes of additional
analysis and ‘are not a required part of the basic financial statements. The schedule of expenditures of federal
pr by. le
rt cip a
nd
The combining and individual fund financial statements, other schedules, state required schedules, and the
ule of expenditures o al awards o re
ly to the underlying nting and S
information has been subjected to the auditing procedu ts

certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statemerits
themselves, and other additional procedurcs in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the combining and individual fund financial statements, other
schedules, state required schedules and the schedule of expenditures of federal awards are fairly stated, in all
material respects, in relation fo the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 21, 2020, on
our consideration of East Otero School District Number R-1’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering East Otero School District Number R-1’s internal control over
financial reporting and compliance. '

@%’\,—) U')&QQ‘L\ cho) -

February 21, 2020
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EAST OTERO SCHOOL DISTRICT R-1
301 RATON AVE.
LA JUNTA, CO 81050
(719) 384-6900 FAX (719) 384-6910

MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of East Otero School District R-1, we offer readers of the District's annual
financial statements this narrative overview and analysis of the financial activities during the

ar 201 en readers to cons the i n
dh h ad info that we have furni in th s
sta this

FINANCIAL HIGHLIGHTS

With the new regulations of GASB 68 requiring the net pension obligation to be

ed on al statements, th ancial statements will not be comparable.

e of G e liabilities of the rict exceeded its assets at the close of the
fiscal year by $10,031,704. Unrestricted net position of the district is a negative
$25,200,247.

The District’s financial status increased over the course of the 2019 fiscal year. Total net
position increased 41.2 percent.

General revenues, primarily property taxes and state equalization payments, account for
approximately $13.08 million or 60 percent of all revenues. Program specific revenues
for services, grants, and contributions accounted for $8.77 million or 40 percent of

$21.85 million in total revenues.

The District had $14.8 million in expenses related to governmental activities; only $8.76
million of these expenses were offset by program specific charges for services, grants,
and contributions. General revenues of $13.1 million were not adequate to provide for

these programs.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to East Otero School District R-1's basic
financial statements. The basic financial statements consist of three parts — management's
discussion and analysis (this section), the basic financial statements and required
supplementary information. The basic financial statements include two kinds of statements that

present different views of the District.



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

The remaining statements are fund financial statements that focus on individual parts of the
District government, reporting the District’s operations in more detail than the government-wide
statements.

The g ntal funds e Il how general rnment services were financed
in the m as well t ns for future s ng.

Proprietary/Enterprise fund statements offer short and long term financial information
about the activities that the district operates like businesses, such as food service.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of
ary information that further explains rts the in ation in the
The Flow Chart (Figure A-1) below the requ parts of this

annual report are arranged and how they relate to one another.

Required Components of East Otero School District R-1 Annual
Financial Report

Management's
Discussion
and Analysis

Basic Required
Financial Supplemental
Statements Information
Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements

A-1

Figure A-2 summarizes the major features of the District’s financial statements, including the
portion of the District government they cover and the types of information they contain. The
remainder of the overview section of the management’s discussion and analysis explains the
structure and contents of each of the statements.



Major Features of East Otero School District R-1 Govemment-wide and Fund Financial Statements

Govemment-wide Fund Statements
Statements
Scope Entire District government The activilies of the District Activities the District operates Instances inwhichthe
(except fiduciary funds and that are not proprietary or similar to private businesses, District Is the trustee or
the districts componert units fidudiary, such as elementaryand ~ ie. the food senvice operation. agent for someone else’s
high school education programs. TeSOLFCeS.
Required Financia *Statement of Net Position *Balance Sheet *Statement of Net Posilion *Statement of Fidudary
Staterments *Statement of Adtivities *Statement of Revenues, *Statement of Revenues, Net Position
Bxpenditures and Changes in Bxpenses and Changes in
Fund Balances Fund Net Position
*Statement of Cash Flons
Accounting Basis and Aocnual accounting and Modified accrual accounting and Accrual accounting and Accrual accounting and
Measurerment Foaus econoiric resources focus curent financia resources focus econoric resources foous econommic resources foous
Type of Asset/Liability Al assels and liabiliies, both Oy assets fobe used Al assets and liabilities, both All assets and liabilities,
Information finandia and capital, and up and ligbilities that come due finandal and capital, and short- both short-term and
short-term and long-term during the year or soonthereafter  term and long-term long-tem, the Districts
no capital assets included funds do not currently
contain capital assets
athough they can

Type of InflowOutflow

All revenues and expanses

Revenues for which cashiis

All revenues and expenses

All revenues and expenses

Information during year, regardiess of duing or soon after the during year, regardiess of during year, regardiess of
when cashis received or paid ~ end of the year; expenditures when cash is received or paid whencashis
when goods or servioes have or paid
been received and paymert is
due during the year or soon
thereafler
A-2

Government-wide Statements
The government-wide statements report information about the District as a whole using

accounting methods similar to those used by private-sector companies. They consist of two
statements: '

The statement of net position presents information on all of the District's assets and liabilities
with the difference between the two reported as net position. Over time, increases or decreases
in net position may serve as a useful indicator of changes in the financial position of the District
during the fiscal year 2018-2019. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will result in
cash flows for future fiscal periods. Earned but unused vacation leave and uncollected taxes

are examples of these types of items.

The government-wide financial statements of the District are reported as follows

Governmental Activities - This category includes the District's basic instructional services,
such as elementary and high school educational programs, support services (guidance
counselor, executive administration, board of education, fiscal services, etc.), debt service
payments, extracurricular activities (sports, debate, music, etc.), food service and capital



equipment purchases. Property taxes, state grants, federal grants and interest earnings
finance most of these activities.

Fund Financial Statements
The fund financial statements provide more detailed information about the District's most

significant funds — not the District as a whole. Funds are accounting devices that the District
uses to keep track of specific sources of funding and spending for particular purposes. The
District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All District funds can be divided into three categories: governmental funds,

proprietary funds, and fiduciary funds.

Governmental Funds — Most of the District’'s basic services are included in the governmental
funds, which focus on (1) how cash and other financial assets that can be readily converted to
cash flow in and out and (2) the balances left at the year-end that are available for spending.
Consequently, 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 does not encompass the
additional long-term focus of the government-wide statements, we provide additional information
at the bottom of the governmental funds statements, or on the subsequent page, that explains
the relationship (or differences) between them.

East Otero School District R-1 maintains seven individual governmental funds. Information is
presented separately in the governmental fund - balance sheet and in the governmental fund -
statement of revenues, expenditures and changes in fund balances for the (1) General Fund (2)
Grant Special Revenue Fund (3) Bond Redemption Fund (4) Building Fund (5) Other
Governmental Funds (6) Capital Projects/Capital Reserve Fund (7) Special Revenue Fund (a)
Student Activity and (b) Food Service. Also included in the supplementary information section is
budget-to-actual information for the Debt Service Fund as required by law.

Proprietary Funds — Services for which the District charges customers a fee are generally
reported in proprietary funds. Proprietary funds, like the government-wide statements, provide
both short- and long-term financial information. As of July 1, 2014, the district does not have

any proprietary funds.

Fiduciary Funds - Funds used to account for resources held for the benefit of parties outside
the District, such as scholarship funds and Agency funds. The District is responsible for
ensuring that the assets reported in these funds are used 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 position and a statement of changes in fiduciary net position.
We exclude these activities from the District's government-wide financial statements because
the District cannot use these assets to finance its operations. The district maintains only one
fiduciary fund, which is categorized as an agency fund. This is the Agency fund and there will
be no statement of changes in the net position as it is not required.

Notes to the financial statements
The notes provide additional information that is essential to a full understanding of the data

provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 12-46 of this report.

iv



Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents
supplementary information.  Supplementary information includes combining statements
mentioned earlier in connection with non-major governmental funds as well as budget-to-actual
information for all funds as dictated by state law. A budgetary comparison schedule has been
provided on pages 47-61 for the General, Capital Projects, Bond Redemption, Special Revenue

and Agency Funds to demonstrate compliance.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

This section will explain the differences between the current and prior year’s assets, liabilities,
and changes in net position.

Figure A-3 below provides a summary of the District's net assets as of June 30, 2019 & 2018

East Otero School District R-1
Condensed Statement of Net Position as of June 30, 2019 & 2018

Governmental Activities Total
2017-2018 2018-2019 2017-2018 2018-2019
Current & other assets $ 24864273 $ 18,879,900 $ 24864273 $ 18,879,900
Capital assets $ 9828263 $ 16,568,967 $ 9828263 % 16,568,967
Total assets $ 34692536 $ 35448867 $ 34692536 $ 35,448 867
Current & other liabilities $ 4413674 $ 19385872 3 4413674 % 19,385,872
Long-term debt outstanding $ 47347211 $ 26094699 $ 47347211  $ 26,094,699
Total liabilities $ 51,760,885 $ 45480571 $ 51760885 §$ 45,480,571
Net position
Invested in capital assets $ 5188263 $ 12248967 $ 5,188,263 $ 12,248,967
Restricted $ 4630550 $ 2919486 $ 4630550 $ 2,919,486
Unrestricted $(26,887,164) $ (25,200,247) $ (26887,164) $ (25,200,247)
Total net position $(17,068,351) $ (10,031,794) $ (17,068,351) § (10,031,794)

The statement of net position reports all financial and capital resources. The statement
presents the assets and liabilities in order of relative liquidity. The liabilities with average
maturities greater than one year are reported in two components — the amount due within one
year and the amount due in more than one year. The long-term liabilities of the district,
consisting of compensated absences payable, early retirement benefits payable and capital
outlay certificates payable have been reported in this manner on the statement of net position.
The difference between the district’'s assets and liabilities is its net position.

Changes in Net Position
The change in revenue and expenditures for governmental activities is overall insignificant.

v



Revenues
Charges for Services
Operating/Capital Grants

Capital Grants and Contributions

General Revenues
Property & Other Taxes
State Equalization
Other

Total Revenues

Expenses
Instruction
Student & Instructional
Administration & Business
Maintenance & Operation
Transportation
Central Services
Interest Expenses
Community Services
Pension Amortization
Bond Issue Costs
OPEB Costs
Capital Outlay
Food Services
Total Expenses
Inc (Dec) Net Position
Beg. Net Position - Restated
Prior Year Adjustment

Ending Net Position

East Otero School District R-1
Condensed Statement of Changes in Net Position as of June 30, 2019 & 2018

Governmental Activities
2017-2018

$668,464
2,797,613
541,527

2,563,619
9,451,423
333,253
$16,355,899

8,447,996
1,193,285
1,164,117
1,756,817
456,313
482,344
142,874
194,236
7,158,188
90,144
24,872
35,321
980,454
22,126,961
($5,771,062)
($11,297,289)
0

(617,068,351)

2018-2019

$809,598
2,508,820
5,048,702

2,667,671
9,968,836
441,210
$21,844,837

9,457,989
1,154,392
1,240,595
1,720,926
459,125
1,217,484
154,735
313,768
-2,025,716

0

25,056
70,738
1,019,098
14,808,190
$7,036,647
($17,068,351)
0
($10,031,704)

Total

2017-2018

$668,464
2,797,613
541,527

2,563,619
9,451,423
333,253
$16,355,899

8,447,996
1,193,285
1,164,117
1,756,817
456,313
482,344
142,874
194,236
7158188
90,144
24,872
35,321
980,454
22,126,961
($5,771,062)
($11,297,289)
0

($17,068,351)

2018-2019

$809,598
2,908,820
5,048,702

2,667,671
9,968,836
441,210
$21,844,837

9,457,989
1,154,392
1,240,595
1,720,926
459,125
1,217,484
154,735
313,768
-2,025,716
0

25,056
70,738
1,019,098
14,808,190
$7,036,647
($17,068,351)
0

($10,031,704)

The District's revenues totaled $21,844,837. (See Figure A-4) Approximately 12 percent of the
District's revenue came from property and other taxes, with 46 percent coming from state

funding. (See Figure A-5)

The total cost of all programs and services was $14,808,190. The District's expenses cover a
range of services, encompassing instruction, support services and food services. (See Figure A-

6)

Vi



) Other Chargesfor
Figure A-5 2% Services Operating/Capital
- State Grgr:ts
Equalizati 13%
46%
Capital Grants
and Contributions
Property & Other 23%
Taxes
Charges for Services 12%
Operating/Capital Grants
Capital Grants and Contributions
M Property & Other Taxes
. Community
Figure A-6 Interest Services Capital Outlay
3% 1%
Central Services
19%
ion &
Tra Business
7% 20%

Student & Instructiona
Maintenance & Operation
Central Services

Administration & Business
Transportation
Interest Expenses
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Governmental Activities

The a rce of operating nu school dis s come the Finance Act
of 1 this act, the Di re d $8,504 funded nt. | year 2018-
2019, the funded pupil count was 1418.7. Funding for the School Finance Act comes from
property taxes, s ownership taxes and state ion. The District rec
approximately 46 t of its funding from state eq and 12 percent came
property taxes and specific ownership tax.

The statement of activities provides the cost of program services and the related charges for
services and grants offsetting those costs. Figure A-7 reflects each program’s net cost (total
cost less fees generated by the programs and intergovernmental aid provided for specific
programs). The net cost shows the financial burden placed on the District's taxpayers by each
of these programs.

Figure A-7
Total Cost of Net Cost of
Services Services
Instruction $9,457,989 $7,656,082
Student Support ' 820,953 306,793
Instruction Staff 333,439 85,721
Administration & Business 1,240,595 1,240,595
Maintenance & Operation 1,720,926 1,720,926
Transportation 459,125 400,734
Central Support 1,217,484 1,217,484
Community Services 313,768 285,258
Capital Outlay 70,738 (4,977,964)
Int Exp/Pension Amort. {1,845,925) {1,845,925)
Food Service 1,019,098 {(48,634)
Total $14,808,190 S6

The cost of all governmental activities this year was $14.8 million.

Some of the costs were financed by users of the Districts programs. Revenues in this category
include items such as building rental income, concurrent enrollment tuition and investment

Income.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

Governmental Funds

The focus of the District’s governmental funds is to provide information on inflows, outflows, and
the balance of available resources. Such information is useful in assessing the District's
financing requirements. In particular, unreserved fund balances may serve as a useful measure
of the District’s net resources available for spending at the end of the fiscal year.

viii



General Fund
The General Fund is the major operating fund of the District, providing the majority of the

resources for the educational and support programs. The School Board approves a budget in
June based on enroliment projections for the following school year. In October and in January,
the School Board can approve a revised issuance of the budget. The primary reason for
revision is an updated ending fund balance figure and updated financial information.

Actual revenues for the General fund totaled $11,354,543. The actual expenditures of

$11,50 o)
unplan (
2019 i
ac a unting les int t
rel bi s. Acc tos utes, s s and rel 'do not
need to be “funded” and, therefore, are not subt b ary basis
Fun
eD t issued $3, 0 h
ran to construct it g
the existing primary school facility, to allow for r e
and modern learning spaces, add a new gymnasium, and add/improve parking and drop-off
spac D loan
prior S and
Janu p 3.
In 8, the D t issued $1, 00 Re ith
int % per an to advance nd era ds

). $1 he

$82,144 was deposited with an escrow agent to

principal and $1,088,000 in interest on the 2008

_ onsidered to be defeased and the liability for the

issue has been removed from the District financial statements. This refunding will reduce total
debt service payments by $638,870 over the next 10 years.

Grant Fund — Special Revenue
The District currently has twenty different grants that are maintained in the special revenue fund.

proce rev sources legally restri to expenditures for specified
oses. set account tate funding ces, local funding sources and
ral fun

The District reported $1,187,939 in federal revenue sources, state revenues of $324,509 and
$11,572 in local resources.

majority state grants have expenditures that ex the revenue r  ved he
so tra of $1,343,778 were made from the eral Fund to vide ng

equivalent to the expenditures.

Special Revenue Fund expenditures are shown below in Figure A-8 as dollars and the related
percent based on program.



Figure A-8
East Otero School District R-1

Expenditures of Grant Special Revenue Fund

Actual

Expenditures Expenditures

Instruction $ 2,105,920
Student Support 514,160
Instructional Support 247,718

Business Support
Other Support Services
Total $ 2,867,798

Percent of
Total

73.4%
17.9%
8.6%
0.0%
1.0%
100.0%

tate statutes with the primary source of funding
nce act total program funding. In 2009-2010 the
quired. Funds that are remaining in the Capital
pended on capital items. The District received
Best Grant funds during the year to substantially fund two Best Grant projects. The projects

require a 10% funding match by the District.

Other Governmental Funds

This consists of the Student Activities Fund, the Capital Projects Building Fund and the Food
Service Fund. The Student Activities Fund has an ending fund balance of $186,529, the Capital
Projects Building Fund has an ending fund balance of $332,482 and the Food Service Fund has

an ending fund balance of $80,325.

BUDGETARY HIGHLIGHTS
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Figure A-9
East Otero School District R-1
CAPITAL ASSETS

Land & Land Improvements $ 968,808

Construction in Progress 7,797,230
Buildings & Site

Improvements 24,233,690
Vehicles & Equipment 3,900,332

Total Funds Capital Assets $ 36,900,060

LONG-TERM DEBT

in a General Obligation Loan with interest at
erfovating, remodeling and improving the

val of modular spaces, create more effective
sium, and add/improve parking and drop-off
istrict shall have no right to prepay the loan

is 1% if prepaid between January 24, 2022 and
if prepayment is made after January 23, 2023.

In ary 2018, the D t issued $1, a ith
int at 3.81% per an to advance ou ds
ing nd

2,144 was deposited with an escrow agent to

in principal and $1,088,000 in interest on the

s are considered to be defeased and the liability

for the issue has been removed from the District financial statements. This refunding will
reduce total debt service payments by $638,870 over the next 10 years.

The District is liable for the discretionary and vacation accrued compensated absences as per
policy. The liability for June 30, 2019 is $87,564. '

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS

At the time these financial statements were prepared and audited, the District was aware of the
following existing circumstances that could significantly affect its financial health in the future.

Information from the 2018-2019 student enrollment “October count” shows that East Otero
School District R-1 has approximately 17 less students than the prior year. The district's
enroliment for the last six years is shown in the figure at the top of the next page.



Actual Actual Actual Actual Actual Actual
13/14 FY 14/15FY 15/16 FY 16/17 FY 17/18 FY 18/19FY

At Risk Grades 1-12 885.4 907.5 907.9 915.7 1140 1130
Total Oct. 1 Certified Pupil Count 1254.5 1270 1240 1304.5 1518 1501
Total Funded Pupil Count 1314.7 1322.5 1311.5 1358.8 1420  1400.5
An of slowing is the in rict’ und S.
Edu | e represent a si port he olora al
expe the State the er or S aliz nts, t ct
antic enues will inue ad ly im d to ic min
state revenues. For 2008-2009 the General A mbly n $5 e For

2009-2010 the General Assembly rescinded $237,510 in what was called a state budget
stabilization factor. This year the stabilization factor was a total of $1,325,381. Starting in 2008-
2009 the mill levy was frozen at the 2007-2008 level for tax funding. The minimum budget

have been removed. The General Assembly has frozen the funding of full day kindergarten at
58%. The District long range planning, with the hopeful leveling of the loss of pupils, includes
decreased staff via attrition and other measures to effectively reallocate resources to positively
impact ent achievement while maintaining or the 201
school this included closing one of the fou into a 3-6

and a Jr/Sr high school. Over the last five year

East Otero School District Enroliment History
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Since the school year of 2001-2002, Colorado issued annual report cards for every public
school in the state. The scores are now listed on the Colorado Department of Education
website. The School Accountability report rates each school based upon student performance

on the newly state mandated Partners or Ass nto for and Ca
C). C was administered | 31 th 11t nts sh Lang
i stu in 3 through 8 grade, Algebra 1, Geometry and Algebra II, were assessed in

math. State mandated electronic testing for the 2014-2015 fiscal year was the Colorado
Measures of Academic Success (CMAS) for science and social studies. During the school year,
this series of science and social studies testing was administered to 4% and 7" graders in social
studies, 5™ and 8™ graders in science, and 12" graders in science. The District is aggressively
and successfully perusing increased academic performance for all students. Fiscal
management via reallocation of resources based on student performance data is a key piece of

the district reform movement.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

fina rt is designed to th nd
stors tors with a genera w i he
District's accountability for the money it recei or

need additional financial information, contact the Superintendent, East Otero School District
R-1, 301 Raton Avenue, La Junta, CO 81050.

Respectfully,

Merinda Reisch, MSA
Business Manager

xiit
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
STATEMENT OF NET POSITION
June 30, 2019

ASSETS

Current Assets
Cash and Investments
Property Taxes Receivable
Accounts Receivable
Accrued Revenue
Inventories

Land

Construction in Progress
Depreciable Assets
Accumulated Depreciation

TOTAL ASSETS

Pension
Other Post Employment Benefits
Bond Refunding

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Salaries Payable
Accrued Interest
Unearned Grant Payments
General Obligation Loans - Current

Noncurrent Liabilities:
General Obligation Loans
Net Pension Liability
Net Other Post Employment Benefits Liability
Compensated Absences

TOTAL LIABILITIES
Pension
Other Post Employment Benefits
Total Outflow of rces
NET POSITION

Net Investment in Capital Assets
Restricted for:
Capital Outlay
Debt Service
TABOR
Preschool
Food Services
Unrestricted
TOTAL NET POSITION
The accompanying notes are an integral part of these linancial statements.

3

Governmental

Activities __Total
9,452,669 9,452,669
117,075 117,075
38,644 38,644
795,135 795,135
13.893 13.893
257,210 257,210
7,797,230 7,797,230
28,845,620 28,845,620
8,272,400 8,272,400
106,635 106,635
1,455,231 1,455,231
634,830 634,830
5,302 5,302
132,651 132,651
325,000 325,000
2,553,014 2,553.014
3,995,000 3,995,000
20,965,058 20,965,058
1,047,077 1,047,077

87,564

12,248,967 12,248,967
1,131,278 1,131,278
1,008,071 1,008,071
568,000 568,000
131,902 131,902
80,325 80,325
(10,031,704) (10,031,704)
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EAST OTERO SCHOOL DISTRICT NUMBER R-1

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2019
Grants
Special
Revenue
General Fund
ASSETS
Cash and Investments 6,169,213 247,873
Property Taxes Receivable 92,520 -
Accounts Receivable 38,644 -
Accrued Revenue ~ 7,926
Accrued Interest Receivable - -
Inventories - -
Due From Other Funds 45,352 -
Total Assets 6,345,729 255,799
LIABILITIES:
Accounts Payable 377,399 11,097
Accrued Salaries Payable 465,407 169,423
Due To Other Funds - B
Unearned Grant Payments 57372 75,279
Total Liabilities 900,178 255,799
DEFERRED INFLOW OF RESOURCES
Deferred Property Tax 39.442 E
FUND BALANCES:
Nonspendable:
Inventories - =
Restricted for:
TABOR (Emergencies) 568,000 -
Capital Outlay - -
Preschool 131,902 -
Debt Service - -
Food Service - -
Committed for:
Risk Management - -
Capital Outlay - -
Assigned for:
Pupil Activities - -
Unassigned 4,706,207 -
Total Fund Balances 5,406,109 -
TOTAL LIABILITIES, DEFERRED
INFLOWS AND FUND BALANCES 6,345,729 255,799

The accompanying notes are an integral part of these financial statements.
-5-



Bond
Redemption
Debt
Service

993,984
24,555

1,008,071

1,008,071

1,018,539

Building

1,438,811

674,181

2,112,992

936,362
45,352

981,714

1,131,278

1,131,278

2,112,992

Other

Governmental
Funds

602,788

113,028

13,893

729,709

130,373

13,893

66,432

332,482

186,529

-6-

Total

Governmental
Funds

9,452,669
117,075
38,644
795,135

13,893
45,352

10,462,768

1,455,231
634,830
45,352
132,651
2,268,064

49,910

13,893

568,000
1,131,278
131,902
1,008,071
66,432

332,482
186,529

4,706,207
8,144,794

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



EAST OTERO SCHOOL DISTRICT NUMBER R-1
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO STATEMENT OF NET POSITION
June 30,2019

Amounts reported for governmental activities in the statement of net position are different because:
TOTAL FUND NCE - AL 8,144,794
Capital Assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds. The cost of the assets is

$36,900,060 and the accumulated depreciation is $20,331,093. 16,568,967

Property tax revenue is recognized when earned (claim to resources established)
Rather than when “available.” All of the deferred property tax revenue is not

available. 49,910
Accrued interest payable is not considered current financial resources
and, therefore, not reported in the governmental funds. (5,302)
Long-Term Liabilities for general obligation debt, capital lease payable and
compensated absences are not due and payable in the current period and,
therefore, not reported in the funds.
Loans Payable (4,320,000)
Compensated Absences (87,564)
Bond Refunding (4,324,115)
Net pension and other post employment benefits liabilities, along with associated
deferred flows, are not recorded at the fund level:
Net Pension Liability (20,965,058)
Net Other Post Employment Benefits Liability (1,047,077)
Deferred Outflows 8,379,035

Deferred Inflows

NET P ON -

The accompanying notes are an integral part of these financial statements.
27-



EAST OTERO SCHOOL DISTRICT NUMBER R-1
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS
For the Year Ended June 30,2019

Grants Bond
Special Redemption
Revenue Debt
General Fund Service
REVENUES:
Taxes 2,106,540 557,615
Intergovernmental 10,310,828 1,512,448
Interest 54,821 17,142
Other 661,132 11,572
Total 13,133,321 574,757
EXPENDITURES
Current:
Instruction 6,767,105 2,105,920 -
Student Support 287,858 514,160 -
Instructional Staff 85,721 247,718 -
General Administration 334,117 - -
School Administration 781,008 - -
Business Services 122,765 - -
Operations & Maintenance 1,671,560 - -
Student Transportation 379,328 - -
Central Support 761,862 - -
Food Services - -
Community Services 313,768 - -
Other - -
Capital Outlay - -
Debt Service - 455,533
11 092 455,533
_ 119,224

OTHER CING
Insurance Proceeds -
Commodities Loss Due to Fire -
Other Non Operating Revenue - 1,999
Payment to Refunding Bond Escrow Agent -
Operating Transfers In (Out)

NET ES IN FUND BALANCES

The accompanying notes are an integral part of these financial statements.
-8-



Other Total

Governmental Governmental
Building Funds
950,285
539,369
- - 8,873,025
- - 802,018
- - 333,439
- - 334,117
- - 781,008
- - 122,765
- - 1,671,560
- - 379,328
- 455,622 1,217,484
- 1,010,983 1,010,983
- 313,768
7,207,195 296,692 7,503,887
455,533
7,207,195 1,763,297
(273,643)
- 20,170 20,170
- (20,170) (20,170)
- 1,999
1,999
(2,073,428) 161,357 (1,941,397)
437,979

The accompanying notes are an integral part of these financial statements.
9.



AST OTERO SCHOOL DISTRICT NUMBER R-1
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2019

Amounts reported for governmental activities in the statement of activities are different because:
(1,941,397)

Governmental Funds report capital outlays as expenditures. However, in the
statement of activities, assets with an initial, individual cost of more than

$5,000 are capitalized and the cost is allocated over their estimated useful lives
and reported as depreciation expense. This is the amount by which depreciation
exceeded capital outlays in the current period.

Capital Outlays more than $5,000 7,433,149
Depreciation Expense (676,248)
Loss on Disposition of Property (16.197) 6,740,704

Property tax revenues are not recognized for amounts levied and due but not
“available” at year-end and are reported as deferred inflows in the governmental
funds. They are, however, recorded as revenues in the statement of activities. 3,516

The governmental funds report debt proceeds as an other financing source, while
repayment of debt principal is reported as an expenditure. The effect of premiums
is recognized when the debt is issued in governmental funds, whereas these
amounts are deferred and amortized in the statement of activities. Interest expense
is recognized as it accrued in the statement of activities regardless of when it is due.
The net effect of these differences follows:

Repayment of Debt Principal
Interest Expense 300,798

Compensated absences do not use current financial resources and are not reported
on the governmental fund financial statements but are recognized on the government-

wide financial statements. (67,634)

The increase in net pension and other post employment benefits liabilities, along with
the changes and amortizations of deferred flows associated with those liabilities, are

not recorded at the fund level.

Pension Cost 2,025,716
Other Post Employment Benefits Cost (25,056)

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.
-10-



EAST OTERO SCHOOL DISTRICT NUMBER R-1
STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
June 30, 2019
Agency
Funds
ASSETS

Cash 41,694
Accounts Receivable -
Total Assets 41.694

LIABILITIES
Deposits Held for Others 41,694

Total Liabilities 41,694

NET POSITION

-11-
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NOTE 1

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019

G

East Otero School District Number R-1 of Otero County was reorganized by a vote of
qualified electorate in 1961, under the provisions of the Colorado School Organization Act of

1957.

The District operates under an elected Board of Education with five members and provides
educational services to approximately 1,355 students.

The District is the lowest level of government, which is considered to be financially
accountable over all activities related to public school education in East Otero School District
Number R-1. The District receives funding from local, state, and federal government sources
and must comply with the requirements of these funding source entities. The Board of
Education members are elected by the public and have decision-making authority, the power
to designate management, the ability to significantly influence operations, and primary
accountability for fiscal matters.

A

Governmental Accounting Standards Board (GASB) Statement No. 14 (as amended by
Statement No. 34, No. 39 and No. 61), “The Financial Reporting Entity” (GASB No. 14)
describes the financial reporting entity as it relates to governmental counting. According to
this Statement, the financial reporting entity consists of a) the primary government, b)

iza S ch is )
iza S xcl ent 1d
sta e mi ny rib

these last two items are included with the primary government in the financial statements as
component units.

This District is not included in any other governmental “reporting entity” as defined in GASB
No. 14 and does not include any other component unit as part of its “reporting entity”. As
required by accounting principles generally accepted in the USA, these basic financial
statements present the District (the primary government) and its component units.

-12-



NOTE 1

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

S ontinu

B. tatements

The Government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the District.
For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given

function or segment are offset by program revenues. Direct expenses are those that are clearly

identifiable with a specific function. Program revenues include 1) charges to customers or
i

properly included among program revenues a

te 1 s are ided

in g tal fu Gene ,
and Grants Special Revenue Fund) are repo 1
statements.

C.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. The government-wide financial stalements are presented using the
economic resources measurement focus and the accrual basis of accounting, as are the

ie fund sta . venues arer n
a ility is in r rdless of the c
recognized as ues in ear for
recognized as ue as as all e ty requirements imposed by the provider have
been met.
As a rule effect of int nd
wide ] stat  nts. Except to
g tal and business- activi 1
d and program rev s repo for the various functions concerned.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement
focus, operating statements present increases and decreases in met current assets and
unassigned fund balance as a measure of available spendable resources. This means that only
current liabilities are generally included on their balance sheets.

-13-



NOTE 1

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

G
C. of

Amounts reported as program revenues included 1) charges to customers or applicants for

include all taxes.

All governmental fund types use the modified accrual basis of accounting. Revenues are

recognized as as they are both e.

amount of the saction can be det m

cu od, or soon th fter, to he

ar ed to be ava co within 60 days after year-end.
rty taxes are ed a and d inflows and as revenues
due for collec the r and ned to b

Grants and entitlement revenues are recognized when compliance with matching
requirements is met. A receivable is established when the related expenditures exceed revenue

receipts.
ity
is
as
liquidated with expendable available financial resources.

The proprietary fund types are accounted for on the accrual basis of accounting, Revenues
gniz ea and S
thes so flow 0
net income. All assets and all liabilities asso
statement of net position. Proprietary fund type operating statements present increases
(revenues) and decreases (expenses) in net total position.

disti
s an
ropr
the District’s proprietary funds are charges
funds internal s sales services,
s, and reciation and nses not

meeting this definition are reported as nonope

When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, then unrestricted resources, as they are needed.

Fiduciary funds are used to account for assets held by the District in a trustee or agency
capacity for others that cannot be used to support the Districts own programs.

-14-



NOTE 1

D.

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

The accounts of the District are organized on the basis of funds, each of which is considered to
be a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, deferred flows, fund
equity, revenues and expenditures, or expenses, as appropriate. Resources are allocated to
and accounted for in individual funds based upon the purposes for which they are to be spent
and the means by which spending activities are controlled. The major funds presented in the
accompanying basic financial statements are as follows:

Major Governmental Funds

1.

General Fund — the general operating fund of the District; used to account for all
resources that are not required legally or by sound financial management to be
accounted for in another fund.

Bond Redemption Debt Service Fund — used to account for the accumulation of
resources for, and the payment of, long-term general obligation debt principal,
interest, and related costs.

Special Revenue Funds — are used to account for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes.

a. Governmental Designated — Purpose Grants Fund — used to account for
restricted state and federal grants including, but not limited to, Every
Student Succeeds Act programs which must be expanded as designated

by the grantor agency.
4. Building Fund — used to account for the construction and improvement of District
buildings.
Fiduciary Funds

1.

Trust and Agency Funds — Trust and Agency funds are used to account for assets
held in a trustee or agent capacity for others that cannot be used to support the
District’s own programs. The key distinction between trust and agency funds is that
trust funds are subject to a trust agreement that affects the degree of management
involvement and the length of time that the resources are held.



NOTE 1

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019
o)
E.
C  repr ond fin or
D ctis st in ng nts
ts,
c all hi id investments
d sh equ

Investments are recorded at fair value in accordance with GASB Statement No. 72 Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is
recognized as an increase or decrease to investment assets and investment income.

F.

rty t in ut not yet lable in 2019 identified taxes
able ed at June 3 19, and are p nted net o ce for

uncollectible taxes.

G.

Materials and supplies inventories are stated at cost. Inventories recorded in the Food
Services Fund consist of purchased and donated commodities. Purchased inventories are
stated at cost. Donated inventories, received at no cost under a program supported by the
Federal Government, are recorded at their estimated fair value at the date of receipt.

The cost of all inventories is recorded as an asset when the individual inventory items are
purchased, and as an expenditure or expense when consumed.

H.
w equi
on mate
es ion.
applicable governmental or business-type acti mns
statements.

Maintenance, repairs, and minor renovations are recorded as expenditures when incurred.
lized. When assets used in the operation of the
ds of the sale are recorded as revenues in the
lize interest on the construction of capital assets
t does capitalize interest on the construction of

-16-



NOTE 1

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

H.

The monetary threshold for capitalization of assets is $5,000. The District’s capital assets are
depreciated using the straight-line method over the estimated useful lives of the fixed assets (5-
50 years). Depreciation of all capital assets is charged as an expense against their operations.
Depreciation is recorded in the year of acquisition and any remaining depreciation as
recorded in the year of disposition.

I Liabilities

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long term debt and other long-term obligations are reported as liabilities in the
applicable government activities, business-type activities, or proprietary fund type statement
of net position. The District records long-term debt of governmental funds at the face value.
The District’s general obligation bonds are serviced from property taxes and other revenues of
the Debt Service Fund. Capital leases are serviced from property taxes and other revenues of
the General Fund and Capital Reserve Capital Projects Fund. The long-term accumulated
unpaid accrued sick and personal and vacation leave are serviced from property taxes and
other revenues by the respective fund type from future appropriations.

J.

In November 1992, Colorado voters approved Article X of the Colorado Constitution by
adding Section 20, commonly known as the Taxpayer’s Bill of Rights (TABOR). TABOR
contains revenue, spending, tax and debt limitations, which apply to the State of Colorado and
local governments. It requires, with certain exceptions, advance voter approval for any new
tax, tax rate increase, mill levy above that for the prior year, extension of an expiring tax, or
tax policy change directly causing a net tax revenue gain to any entity.

On November 7, 1995 the registered voters approved a ballot resolution authorizing East
Otero County School District Number R-1 to collect, retain and expend all revenues from any
source provided that no property tax mill levy be increased or any new tax be imposed.

Except for refinancing bonded debt at a lower interest rate or adding new employees to
existing pension plans, TABOR requires advance voter approval for the creation of any
multiple-fiscal year debt or other financial obligation unless adequate present cash reserves
are pledged irrevocably and held for payments in all future years. TABOR requires local
governments to establish emergency reserves to be used for declared emergencies only.
Emergencies, as defined by TABOR, exclude economic conditions, revenue shortfalls, or
salary or fringe benefit increases. These reserves are required to be three percent or more of
fiscal year spending (excluding bonded debt service). As of June 30, 2019, the District
reserved $568,000 for this purpose.

Spending and revenue limits arc determined based on the prior fiscal year’s spending
adjusted for inflation in the prior calendar year plus annual increases in funded student
enrollment. Fiscal year spending is generally defined as expenditures and reserve increases

with certain exceptions.
-17-



NOTE 1

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

SI
K.

Under Colorado law, all property taxes are due and payable in the year following the year
levied. The 2018 property tax calendar for Otero County was as follows:

Levy Date December 22,2018

Lien Date January 1,2019

Tax Bills Mailed January 1, 2019

First Installment Due February 28,2019

Second Installment Due June 15,2019

If Paid in Full, Due April 30, 2019

L. d Vacation

all rt m rs who are employed full time for 12 calendar
rn g ac with pay per month (10 working days per year).

Earned vacation may not be accumulated to more than an employee is qualified to receive (i.e.
10 or 15 days per year). Any earned vacation days beyond this amount must be paid out in

the July payroll.

As of June 30, 2019, accumulated unused vacation amounted to $42,300. District policy allows
for the accumulation of discretionary leave to a maximum of 90 days. Upon separation from
the district after 15 years or more of service to the district, or upon retirement under the
P c oyees Retire , a tea be d at 100
p n e substitute t discret s in days, up
to a maximum of 40 days.

As of June 30, 2019, the accumulated discretionary leave liability amounted to $45,264.

A summary of changes in compensated absences is as follows:

Balance Balance
Vacation
Discretionary Leave
Total
M.

0 s in

s n es

a s su

the financial statements and the reported
reporting period. Actual results could differ from those estimates.
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N. 0. 54

The Government Accounting Standards Board (GASB) has issued Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB: 54). This statement
defines the different types of fund balances that a governmental entity must use for financial
reporting purposes.

GASB 54 requires the fund balance amounts to be properly reported within one of the fund
balance categories list below.

1. Nonspendable such as fund balance associated with inventories, prepaids, long-term
loans and notes receivable, and property held for resale (unless the proceeds are
restricted, committed, or assigned).

2. Restricted fund balance category includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through
enabling legislation.

3. Committed fund balance classification includes amounts that can be used only for the
specific purposes determined by a formal action of the School District Board of
Directors (the district’s highest level of decision-making authority).

4. Assigned fund balance classification are intended to be used by the government for
specific purposes but do mot meet the criteria to be classified as restricted or
committed, and

5. Unassigned fund balance is the residual classification for the government’s general
fund and includes all spendable amounts not contained in the other classifications.

ures

Committed Fund Balance Policy:

The District’s Committed Fund Balance is fund balance reporting required by the School
Board, either because of a School Board Policy in the School Board Policy Manual, or because
of motions that passed at School Board meetings.

Assigned Fund Balance Policy:

The District’s Assigned Fund Balance is fund balance reporting occurring by School Board
Administration authority, under the direction of the Chief Business Officer.

The District’s policy is to apply expenditures against non-spendable fund balance, restricted
fund balance, committed fund balance, assigned fund balance, assigned fund balance, and
unassigned fund balance at the end of the fiscal year by adjusting journal entries.

First Non-spendable fund balances are determined. Then restricted fund balances for specific
purposes are determined (not including non-spendable amounts). Then unrestricted fund
balances are determined following the order of committed, assigned, and unassigned.
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June 30, 2019
A LICIES on
N.
Fund Balance Classification by Fund:
Special Revenue
Funds Funds
Pupil Food Debt
General Grants Activity Services Service Building Capital
Fund Fund Fund Fund Fund Fund  Reserve
Inventories - 13,893
Restricted:
Emergencies 568,000 - -
Capital Outlay - - 1,131,278 -
Preschool 131,902 - -
Debt Service - - 1,008,071 -
Food Service - - 66,432 -
Risk
Management - - -

Capital Outlay - - - 332482
Pupil Activities - 186,529 -
Total Fund
Balances 5,406,109 186,529 80,325 L131278 332482
O Outflows / Inflows of Resources

In addition to assets, the statement of financial position and the balance sheet will sometimes
report a separate section for deferred outflows of resources. This separate financial statement
element, deferred outflows of resources, represents a consumption of net position that applies to a
future period(s) and so will not be recognized as an outflow of resources (expense/expenditure)

until then.

In addition to liabilities, the statement of financial position and the balance sheet will sometimes
report a separate section for deferred inflows of resources. This separate financial statement
element, deferred inflows of resources, represents an acquisition of net position that applies to a

Total
Governmental
Funds

13,893
568,000
1,131,278
131,902

1,008,071
66,432

332,482

186,529

8,144,794

future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
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NOTE 3

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

ON OF -WIDE AND FUND FINANCIAL TEMENTS

The governmental funds balance sheet includes a reconciliation between fund balances — total
governmental funds and net position — governmental activities as reported in the government-wide
statement of net position. Additionally, the governmental fund statement of revennes, expenditures,
and changes in fund balances includes a reconciliation between net change in fund balances — total
government funds and changes in net position of governmental activities as reported in the government-
wide statement of activities.

These reconciliations detail items that require adjustment to convert from the current resources
measurement and modified accrual basis for governmental fund statements to the economic resources
measurement and full accrual basis used for government-wide statements. However, certain items
having no effect on measurement and basis were eliminated from the government fund statements
during the consolidation of governmental activities. The items which were eliminated are as follows:

Governmental Funds — Interfund Transfers $1,778,778
Governmental Funds — Interfund Receivables / Payables $45,352

Revenues and expenditures are controlled by budgetary accounting systems in accordance with
various legal requirements. The budgeted revenues and expenditures represent the original adopted
budget as subsequently adjusted by the Board of Education in accordance with Colorado School Laws.
Budgets are generally prepared on the same basis as that used for accounting purposes.

The District has set procedures to be followed in establishing the budgetary data reflected in the
financial statements:

1. Prior to June 1, the Business Manager submits to the Board of Education a proposed operating
budget for the fiscal year commencing the following July 1. The operating budget includes
proposed expenditures and the means of financing them.

2. Public notices are released to obtain taxpayer comments.
3. Prior to June 30, the budget is legally enacted through passage of a resolution.

4. The Business Manager is authorized to transfer budgeted amounts between categories within any
fund; however, any revisions that alter the total expenditures of any fund must be approved by the

Board of Education.

5. Formal budgetary integration should be employed as a management control device during the
year for the General Fund, Special Revenue Funds, Debt Service Funds and Capital Projects

Funds.

6. Budgets for the General, Special Revenue, Debt Service, Capital Projects Funds and Trust and
Agency Funds are adopted on a basis consistent with generally accepted accounting principles

(GAAP).

21-



NOTE 3

NOTE 4

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019

All appropriations lapse at the end of each fiscal year. Authorization to transfer budgeted
amounts between programs and/or departments within any fund and the reallocation of
budget line items within any program and/or department rests with the Superintendent of
Schools and may be delegated to an appropriate level of management. Revisions and/or
supplemental appropriations that alter the total expenditures of any fund must be approved
by the Board of Education.

Budgetary amounts reported in the accompanying basic financial statements are as originally
adopted and amended by the Superintendent and/or the Board of Education throughout the

year.

The Colorado Public Deposit Protection Act (PDPA), requires that all units of local
a
0
i
single colla pool for all public funds. The
or held in for all the uninsured public deposits as a group. The market value of the
collateral must be at least equal to the aggregate uninsured deposits.

At June 30, 2019, the District's bank balance and corresponding carrying balance were as
follows:

Bank & Carrying
Carrying Bank Balance
Balance Balance
Insured (FDIC) 501,133 501,133 250,000
Uninsured, Collateralized under the
Public Deposit Protection Act
of the State of Colorado 3,912,907 1,819,321
Cash Equivalents 986,637

Cash with County Treasurer - -
Cash on Hand - -

Deposits with a bank balance of $5,732,228 and a carrying balance of $4,236,274 as of June
30, 2019 are uninsured, are exposed to custodial risk, and are collateralized with securities
held by the pledging financial institution.

RECAP
Cash
Certificates of Deposit
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June 30,2019

CASH AND I

Investments

Colorado statutes specify investment instruments meeting defined rating and risk criteria in
which local government entities may invest:

Obligations of the United States and certain U.S. government agency securities

Certain international agency securities
General obligation and revenue bonds of U.S. local government entities

Bankers’ acceptances of certain banks

Commercial paper
Local government investment pools
Written repurchase agreements collateralized by certain authorized securities

Certain money market funds
Guaranteed investment contracts:
At June 30, 2019, the District had the following investments:

Investment Maturity
COLOTRUST External Investment Pool Under 60 Day Average

Interest Rate Risk — The District does not have a formal investment policy that limits
investment maturities for managing possible fair value losses due to increasing interest

rates.

Credit Risk — State Law limits the type of investments allowable. The investment of
COLOTRUST is rated AAAm by Standard & Poor’s.

Concentration of Credit Risk — the District has no policy restricting the amount that can be
invested in any issuer.

The District categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted
prices in active markets for identical assets; Level 2 inputs are significant other observable
inputs; Level 3 inputs are significant unobservable inputs.

The District has no recurring fair value measurements as of June 30, 2019:

COLOTRUST - Investments in this external investment pool are reported at $1 net
asset value per share and are not subject to fair value measurement. The investment is

reported at cost.



EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

NOTE 5 CAPITAL ASSETS

A summary of changes in capital assets is as follows:

Balance Balance
Governmental Activities
Land 257,210 - 257,210
Construction in Progress 590,136 7,797,230
Land Improvements 674,529 37,069 - - 711,598
Buildings & Improvements 24,215,627 18,063 - - 24,233,690
Equipment & Vehicles 170,923 -
Depreciated: 226,055
Less Accumulated
Depreciation for:
Land Improvements 451,650 55,104
Buildings & Improvements 15,855,316 530,688
Equipment & Vehicles 90,456
Total Accumulated
Governmen  Activities
Capital Assets, Net 16,197

Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental Activities:

Instruction 517,330
Pupil Services 18,935
General Administration 2,705
Operations and Maintenance 49,366
Transportation 79,797
Food Service 8,115
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NOTE 6

NOTE 7

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS

June 30,2019
ABLES AND TRANSFERS
ds: Due From DueTo  Transfers In
General 45,352 - - 1,778,778
Student Activity - - 35,000 -
Grants - - 1,343,778 -
Food Service - - - -
Building - 45,352 - -
Capital Reserve-Capital Projects - - -
Total 45,352 45,352

Transfers were for operational purposes. Interfund receivables and payables are expected to
be repaid within the subsequent year.

PAYABLE

A.

General Obligation ($3,200,000) Loan (Series 2018 A) was issued dated January 23, 2018 with
interest at 2.90% per annum, payable each June 15 and December 15. Principal is due

be ng De 15, 2018, and yea

Se Fund used to retire t an.

prior to Jan 24, may b«

maturity, by ngt r 1 balance th f interest thereon,
to a prepayment fee calculated on the outstanding c of the loan to be

at the time of prepayment. The prepayment fee is 1% if prepaid between January 24, 2022
and January 23, 2023. There is no prepayment fee if prepayment is made after January 23,
2023.

Fiscal Year Interest Pavable

2020 84,317 195,000
2021 78,590 200,000
2022 72,718 205,000
2023 66,700 210,000
2024 60,537 215,000
2025-2029 203,073 1,185,000
2030-2032 35,162
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2019

B.

On January 23, 2018, the District issued $1,440,000 in a General Obligation Refunding Loan
with interest at 3.81% per annum, to advance refund the outstanding 2008 General Obligation
bonds bearing interest ranging from 4.50% to 5.50%. Payments begin June 15, 2018 and
continue every June 15 and December 15 each year thereafter. Refunding proceeds of

$1,440,000 along with $1,9 the F f
$82,144, in the amount of , was i es t
service 0 in princ : n s
Bonds. t, ds are co  ered to be defeased and the liability for the issue

has been removed from the District financial statements.

The District completed the advance refunding te reduce the total debt service payments over
the next 10 years by $638,870 and to obtain an economic gain (difference between the present
value of the old and new debt service payments) of $206,744.

As a result of the difference between the reacquisition price and the carrying amount of the
old debt (including unamortized premium of $37,622), a deferred refunding was recorded in
the amount of $112,856. It will be amortized against the interest costs of the 2018 B refunding

issue.

Fiscal Year

2020 38,125 130,000
2021 34,084 135,000
2022 29,967 135,000
2023 25,772 140,000
2024 21,426 145,000
2025-2028 39,193
C.
Beginning
Deletions One Year

Series 2018 A G.O. Loan
Series 2018 B G.O. Refunding Loan

Deferred Amounts:

Deferred Refunding (103.279) (19.830) (83.449) (16,872)
Total 4,536,121 300170 4236551 308,128
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Summary of Significant Accounting Policies

Pensions. East Otero School District Number R-1 participates in the School Division Trust
e-employer defined benefit pension plan

ment Association of Colorado (“PERA”). The

esources and deferred inflows of resources

ation about the fiduciary net position and

y net n of the SCHDTF been
determined using the economic resources measur focus and the accru sis of
acco For purpose, ben payments (including refunds of employee
cont s) are r ized when due payable in accordance with the benefit terms.

Investments are reported at fair value.

he bill was signed into law by Governor
tion of e of the major es to plan
TF are d below. A full of the bill

Increases employer contribution rates for the SCHDTF by 0.25 percent on July 1,
2019.

Increases employee contribution rates for the SCHDTTF by a total of 2 percent (to be
phased in over a period of 3 years starting on July 1, 2019)

As s ed .S. § 24-51-413, the s to
each to starting on July 1, 0
$ ba rti
t of the S
d er Pub D
Fund. A portion of the direct distrib to the is

nonemployer contribution for financial reporting purposes.

Modifies the retirement benefits, including temporarily suspending and reducing
the annual increase for all current and future retirees, increases the highest average
salary for employees with less than five years of service credit on December 31, 2019
and raises the retirement age for new employees.

Member contributions, employer contributions, the direct distribution from the
State, and the annual increases will be adjusted based on certain statutory
parameters beg g July 1, 2020, and then each year thereafter, to help keep
PERA on path t funding in 30 years.
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General Information about the Pension Plan

Plan description. Eligible employees of the East Otero School District Number R-1 are
provided with pensions through the School Division Trust Fund (SCHDTF) - a cost-sharing
multiple-employer defined benefit pension plan administered by PERA. Plan benefits are
specified in Title 24, Article 51 of the Colorado Revised Statutes (C.R.S.), administrative
rules set forth at 8 C.C.R. 1502-1, and applicable provisions of the federal Internal Revenue
Code. Colorado State law provisions may be amended from time to time by the Colorado
General Assembly. PERA issues a publicly available comprehensive annual financial report

(CAFR) that can be obtained at www.

Benefits provided as of December 31, 2018. PERA provides retirement, disability, and
survivor benefits. Retirement benefits are determined by the amount of service credit
earned and/or purchased, highest average salary, the benefit structure(s) under which the
member retires, the benefit option selected at retirement, and age at retirement. Retirement
eligibility is specified in tables set forth at C.R.S. § 24-51-602, 604, 1713, and 1714.

The lifetime retirement benefit for all eligible retiring employees under the PERA benefit
structure is the greater of the:

Highest average salary multiplied by 2.5 percent and then multiplied by years of
service credit.

The value of the retiring employee’s member contribution account plus a 100
percent match on eligible amounts as of the retirement date. This amount is then
annuitized into a monthly benefit based on life expectancy and other actuarial

factors.

The lifetime retirement benefit for all eligible retiring employees under the Denver Public
Schools (DPS) benefit structure is the greater of the:

Highest average salary multiplied by 2.5 percent and then multiplied by years of
service credit.

$15 times the first 10 years of service credit plus $20 times service credit over 10
years plus a monthly amount equal to the annuitized member contribution account
balance based on life expectancy and other actuarial factors.

In all cases the service retirement benefit is limited to 100 percent of highest average salary
and also cannot exceed the maximum benefit allowed by federal Internal Revenue Code.

Members may elect to withdraw their member contribution accounts upon termination of
employment with all PERA employers; waiving rights to any lifetime retirement benefits
earned. If eligible, the member may receive a match of either 50 percent or 100 percent on
eligible amounts depending on when contributions were remitted to PERA, the date
employment was terminated, whether S years of service credit has been obtained and the

benefit structure under which contributions were made.
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As of December 31, 2018, benefit recipients who elect to receive a lifetime retirement benefit
are rally e to rec post-re n living in ,
refe to as al incre in the ttoS re 1
increases (AI) for 2018 and 2019 for all benefit recipients. Thereafter, benefit recipients
ander the PERA benefit structure who began eligible employment before January 1, 2007
and all benefit recipients of the DPS benefit structure will receive an annual increase, unless
PERA has a negative investment year, in which case the annual increase for the next three

is the lesser of 1.5 ent or the ave
Earners and Cle Workers (CP
re u e b s re
1, 1 t r a in se tor er
the prior ar year, not ed 10 of ual se
for the TF. The atic stment provision may raise or lower the

aforementioned Al for a given year by up to one-quarter of 1 percent based on the
parameters specified C.R.S. § 24-51-413.

Disability benefits are available for eligible employees once they reach five years of earned
service credit and are determined to meet the definition of disability. The disability benefit
amount is based on the lifetime retirement benefit formula(s) shown above considering a
minimum 20 years of service credit, if deemed disabled.

Survivor benefits are determined by several factors, which include the amount of earned
service credit, highest average salary of the deceased, the benefit structure(s) under which
service credit was obtained, and the qualified survivor(s) who will receive the benefits.

Contribution provisions as of June 30, 2019. Eligible employees, East Otero School District
Number R-1 and the State are required to contribute to the SCHDTF at a rate set by
Colorado statute. The contribution requirements for the SCHDTF are established under
C.R.S. § 24-51-401, et seq. and § 24-51-413. Eligible employees are required to contribute 8
percent of their PERA-includable salary during the period of July 1, 2018 through June 30,
2019. Employer contribution requirements are summarized in the table below.

July 1, 2018 January 1, 2019
Through Through
December 31 2018 June 2019

Contribution Rate 10.15 % 10.15 %
Amount of employer contribution apportioned to the Health (1.02)% (1.02)%
Care Trust Fund as ified in C.R.S 24-51-208
Amount rtioned to the SCHDTF 9.13% 9.13%
Amortization Equalization Disbursement (AED) as specified in 4.50% 4.50%
C.R.S. 24-51-411
Supplemental Amortization Equalization  Disbursement 5.50% 5.50%
SAED as ified in C.R.S. 24-51-411
Total em contribution rate to the SCHDTF 19.13% 19.13%

Contribution rates for the SCHDTF are expressed as a percentage of salary as defined in

C.R.S. § 24-51-101(42).
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As specified in C.R.S. § 24-51-413, the State is required to contribute $225 million each year
to PERA starting on July 1, 2018. A portion of the direct distribution payment is allocated
to the SCHDTF based on the proportionate amount of annual payroll of the SCHDTF to the
total annual payroll of the SCHDTF to the total annual payroll of the SCHDTF, State
Division Trust Fund, Judicial Division Trust Fund, and Denver Public Schools Division
Trust Fund. A portion of the direct distribution allocated to the SCHDTF is considered a
nonemployer contribution for financial reporting purposes.

Employer contributions are recognized by the SCHDTF in the period in which the
compensation becomes payable to the member and the East Otero School District Number
R-1 is statutorily committed to pay the contributions to the SCHDTF. Employer
contributions recognized by the SCHDTF from East Otero School District Number R-1
were $1,300,153 for the year ended June 30, 2019.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

The net pension liability for the SCHDTF was measured as of December 31, 2018, and the
total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of December 31,2017. Standard update procedures were used to roll-
forward the total pension liability to December 31, 2018. The East Otero School District
Number R-1 proportion of the net pension liability was based on East Otero School District
Number R-1 contributions to the SCHDTF for the calendar year 2017 relative to the total
contributions of participating employers and the State as a nonemployer contributing

entity.

At June 30, 2019, the East Otero School District Number R-1 reported a liability of
$20,965,058 for its proportionate share of the net pension liability that reflected a reduction
for support from the State as a nonemployer contributing entity. The amount recognized by
the East Otero School District Number R-1 as its proportionate share of the net pension
liability, the related support from the State as a nonemployer contributing entity, and the
total portion of the net pension liability that was associated with East Otero School District

Number R-1 were as follows:

East Otero School District Number R-1 share of the net n liabi $20.965.058

The State’s proportionate share of the net pension liability as a nonemployer contributing

ent associated with the East Otero School District Number R-1 $ 2,866,681
Total $ 23,831,739

At December 31, 2018, the East Otero School District Number R-1 proportion was 0.118
percent, which was a decrease of 0.012 from its proportion measured as of December 31,

2017.

For the year ended June 30, 2019, the East Otero School District Number R-1 recognized
pension income of $2,025,716 and revenue of $170,261 for support from the State as a
nonemployer contributing entity. At June 30, 2019, the East Otero School District Number
R-1 reported deferred outflows of resources and deferred inflows of resources related to

pensions from the following sources:
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Difference between and actual

Ch of assum or other

Net difference between projected and actual earnings

on investments

Changes in proportion and differences between

contributions recognized and proportionate share of

contributions

Contributions subsequent to the measurement date
Total

Deferred Deferred Inflows
Outflows of of Resources
Resources
711.158 -
3.913.220 (13.038,011)
2,839,631 (1,696,905)
148,839 (2,083,799)
659,552 N/A
8,272,400 (16,818,715)

$659,552 reported as deferred outflows of resources related to pensions, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the
net pension liability in the year ended June 30, 2020. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be

recognized in pension expense as follows:

Year ended June 30,
2020 (1,511,815)
2021 (4.975.803)
2022 (3.343,252)
2023 625,003
2024
Thereafter

Actuarial assumptions. The total pension liability in the December 31, 2017 actuarial
valuation was determined using the following actuarial cost method, actuarial assumptions

and other inputs:

Actuarial cost method
Price inflation
Real wage growth
Wage inflation
Salary increases, including wage inflation
Long-term investment rate of return, net of pension
plan investment expenses, including price inflation
Discount rate
Post-retirement benefit increases:
PERA benefit structure hired prior to 1/1/07
and DPS benefit structure (automatic)
PERA benefit structure hired after 12/31/06
(ad hoc, substantively automatic)

31-
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2.40 percent

1.10 percent

3.50 percent

3.50 — 9.70 percent

7.25 percent
4.78 percent

2.00 percent compounded annually
Financed by the Annual
Increase Reserve
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The revised assumptions shown below were reflected in the roll-forward calculation of the
total pension liability from December 31, 2017 to December 31, 2018:

Discount Rate 7.25 percent
Post-retirement benefit increases:
PERA benefit structure hired prior to 1/1/07
and DPS benefit structure (automatic) 0% through 2019 and 1.5%
compounded annually, thereafter

PERA benefit structure hired after 12/31/06

(ad hoc, substantively automatic) Financed by the Annual
Increase Reserve
hy ions for e
oye a table s ca

allow for an appropriate margin of improv
incorporate a 70 percent factor applied to male rates and a 55 percent factor applied to

female rates.

Healthy, post-retirement mortality assumptions reflect the RP-2014 White Collar Healthy
Annuitant Mortality Table, adjusted as follows:

e  Males: Mortality improvement projected to 2018 using the MP-2015 projection scale, a 93
percent factor applied to rates for ages less than 80, a 113 percent factor applied to rates for
ages 80 and above, and further adjustments for credibility.

e  Females: Mortality improvement projected to 2020 using the MP-2015 projection scale, a
68 percent factor applied to rates for ages less than 80, a 106 percent factor applied to rates
for ages 80 and above, and further adjustments for credibility.

For disabled retirees, the mortality assumption was based on 90 percent of the RP-2014
Disabled Retiree Mortality Table.

The actuarial assumptions used in the December 31, 2016, valuations were based on the
results of the 2016 experience analysis for the periods January 1, 2012, through December
31, 2015, as well as, the October 28, 2016, actuarial assumptions workshop and were
adopted by the PERA Board during the November 18, 2016, Board meeting.

The long-term expected return on plan assets is reviewed as part of regular experience
studies prepared every four or five years for PERA. Recently, this assumption has been
reviewed more frequently. The most recent analyses were outlined in presentations to

PERA'’s Board on October 28, 2016.

Several factors were considered in evaluating the long-term rate of return assumption for
the SCHDTF, including long-term historical data, estimates inherent in current market
data, and a log-normal distribution analysis in which best-estimate ranges of expected
future real rates of return (expected return, net of investment expense and inflation) were
developed for each major asset class. These ranges were combined to produce the long-term
expected rate of return by weighting the expected future real rates of return by the target
asset allocation percentage and then adding expected inflation.
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As of the most recent adoption of the long-term expected rate of return by the PERA Board,
the target asset allocation and best estimates of geometric real rates of return for each major

asset class are summarized in the following table:

Target Allocation 30 Year Expected Geometric Real Rate

Asset Class
of Return
U.S. —La 21.20% 4.30%
U.S. T7.42% 4.80%
Non U.S. 18.55% 5.20%
Non U.S. 5.83% 5.40%
Core 19.32% 1.20%
1.38% 4.30%
Fixed 1.84% 0.60%
Emerging Market Debt 0.46% 3.90%
Core Real 8.50% 4.90%
6.00% 3.80%
Private 8.50% 6.60%
Cash 1.00% 0.20%
Total 100.00%

In setting the long-term expected rate of return, projections employed to model future
returns provide a range of expected long-term returns that, including expected inflation,
ultimately support a long-term expected rate of return assumption of 7.25%.

Discount
percent.
actuarial

rate. The discount rate used to measure the total pension liability was 7.25
The projection of cash flows used to determine the discount rate applied the
cost method and assumptions shown above. In addition, the following methods

and assumptions were used in the projection of cash flows:

Total covered payroll for the initial projection year consists of the covered payroll
of the active membership present on the valuation date and the covered payroll of
future plan members assumed to be hired during the year. In subsequent
projection years, total covered payroll was assumed to increase annually at a rate

of 3.50%.

Employee contributions were assumed to be made at the member contribution
rates in effect for each year, including the scheduled increases in SB 18-200.
Employee contributions for future plan members were used to reduce the
estimated amount of total service costs for future plan members.

Employer contributions were assumed to be made at rates equal to the fixed
statutory rates specified in law for each year, including the scheduled increase in
SB 18-200. Employer contributions also include the current and estimated future
AED and SAED, until the actuarial value funding ratio reaches 103%, at which
point, the AED and SAED will each drop 0.50% every year until they are zero.
Additionally, estimated employer contributions included reductions for the
funding of the AIR and retiree health care benefits. For future plan members,
employer contributions were further reduced by the estimated amount of total
service costs for future plan members not financed by their member contributions.
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As specified in law, the State will provide an annual direct distribution of $225
million (actual dollars), commencing July 1, 2018, that is proportioned between
the State, School, Judicial, and DPS Division Trust Funds based upon the covered
payroll of each Division. The annual direct distribution ceases when all Division
Trust Funds are fully funded.

. Employer contributions and the amount of total service costs for future plan
members were based upon a process to estimate future actuarially determined
contributions assuming an analogous future plan member growth rate.

The AIR balance was excluded from the initial fiduciary net position, as, per
statute, AIR amounts cannot be used to pay benefits until transferred to either the
retirement benefits reserve or the survivor benefits reserve, as appropriate. AIR
transfers to the fiduciary net position and the subsequent AIR benefit payments
were estimated and included in the projections.

e Benefit payments and contributions were assumed to be made at the middle of the
year.

Based on the above assumptions and methods, the projection test indicates the SCHDTF’s
fiduciary net position was projected to be available to make all projected future benefit
payments of current members. Therefore, the long-term expected rate of return of 7.25

p t on plan i tments was to benefit
p nts to ne the t pension liab d not use
the municipal bond rate, and therefore, the d te

As of the prior measurement date, the long-term expected rate of return on plan
investments of 7.25 percent and the municipal bond index rate of 3.43 percent were used in
the discount rate determination resulting in a discount rate of 4.78 percent, 2.47 percent
lower compared to the current measurement date.

Sensitivity of the East Otero School District Number R-1 proportionate share of the net pension
liability to changes in the discount rate. The following presents the proportionate share of
the net pension liability calculated using the discount rate of 7.25 percent, as well as what
the proportionate share of the net pension liability would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.25 percent) or 1-percentage-point higher
(8.25 percent) than the current rate:

1% Decrease  Current Discount 1% Increase
(6.25%) Rate (7.25%) (8.25%)
Proportionate share of the net on liability 26.653.485 20,965,058 16,191,509

Pension plan fiduciary net position. Detailed information about the SCHDTEF’s fiduciary net
position is available in PERA’s CAFR  which  can be obtained at
www.copera.org/investments/nera-financial-reports.

_34-



NOTE 8

NOTE 9

EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019

Plan Description — Employees of the East Otero School District Number R-1 that are also
members of the SCHDTF may voluntarily contribute to the Voluntary Investment Program,
an Internal Revenue Code Section 401(k) defined contribution plan administered by PERA.
Title 24, Article 51, Part 14 of the C.R.S., as amended, assigns the authority to establish the
Plan provisions to the PERA Board of Trustees. PERA issues a publicly available
comprehensive annual financial report which includes additional information on the
Voluntary Investment Program. That report can be obtained at

Funding Policy — The Voluntary Investment Program is funded by voluntary member
contributions up to the maximum limits set by the Internal Revenue Service, as established
under Title 24, Article 51, Section 1402 of the C.R.S., as amended. Employees are
immediately vested in their own contributions, employer contributions and investment
earnings. For the year ended June 30, 2019, program members contributed $19,284.

Summary of Significant Accounting Policies

OPERB. East Otero School District Number R-1 participates in the Health Care Trust Fund
(HCTF), a cost-sharing multiple-employer defined benefit OPEB fund administered by the
Public Employees’ Retirement Association of Colorado (“PERA”). The net OPEB liability,
deferred outflows of rcsources and deferred inflows of resources related to OPEB, OPEB
expense, information about the fiduciary net position and additions to/deductions from the
fiduciary net position of the HCTF have been determined using the economic resources
measurement focus and the accrual basis of accounting. For this purpose, benefits paid on
behalf of health care participants are recognized when due and/or payable in accordance
with the benefit terms. Investments are reported at fair value.

General Information about the OPEB Plan

Plan description. Eligible employees of the East Otero School District Number R-1 are
provided with OPEB through the HCTF—a cost-sharing multiple-employer defined benefit
OPEB plan administered by PERA. The HCTF is established under Title 24, Article 51,
Part 12 of the Colorado Revised Statutes (C.R.S.), as amended. Colorado State law
provisions may be amended from time to time by the Colorado General Assembly. Title 24,
Article 51, Part 12 of the C.R.S., as amended, sets forth a framework that grants authority
to the PERA Board to contract, self-insure, and authorize disbursements necessary in order
to carry out the purposes of the PERACare program, including the administration of the
premium subsidies. Colorado State law provisions may be amended from time to time by the
Colorado General Assembly. PERA issues a publicly available comprehensive annual
financial report (CAFR) that can be obtained at

financial-renorts.
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Benefits provided. The HCTF provides a health care premium subsidy to eligible

participating P reci s and

health care pla the dy is

vision plan(s). The health care premium sub

which the member retires and the member’s years of service credit. For members who retire

having service credit with employers in the Denver Public Schools (DPS) Division and one

or more of the other four Divisions (State, School, Local Government and Judicial), the
ium between the H the Denver Public S  ols Ith
Tru . The basis for t t of the premium subs fun by

each trust fund is the percentage of the member contribution account balance from each

division as it relates to the total member contribution account balance from which the

retirement benefit is paid.

C.R.S. § 24-51-1202 et seq. specifies the eligibility for enrollment in the health care plans
offered by PERA and the amount of the premium subsidy. The law governing a benefit
recipient’s eligibility for the subsidy and the amount of the subsidy differs slightly
depending under which benefit structure the benefits are calculated. All benefit recipients
under the PERA benefit structure and all retirees under the DPS benefit structure are
eligible for a premium subsidy, if enrolled in a health care plan under PERACare. Upon the
death of a DPS benefit structure retiree, no further subsidy is paid.

Enrollment in the PERACare is voluntary and is available to benefit recipients and their
eligible dependents, certain surviving spouses, and divorced spouses and guardians, among
others. Eligible benefit recipients may enroll into the program upon retirement, upon the
occurrence of certain life events, or on an annual basis during an open enrollment period.

PERA Benefit Structure
The maximum service-based premium subsidy is $230 per month for benefit recipients who

are under 65 years of age and who are not entitled to Medicare; the maximum service-based
subsidy is $115 per month for benefit recipients who are 65 years of age or older or who are
under 65 years of age and entitled to Medicare. The basis for the maximum service-based
subsidy, in each case, is for benefit recipients with retirement benefits based on 20 or more
years of service credit. There is a S percent reduction in the subsidy for each year less than
20. The benefit recipient pays the remaining portion of the premium to the extent the
subsidy does not cover the entire amount.

For benefit recipients who have not participated in Social Security and who are not
otherwise eligible for premium-free Medicare Part A for hospital-related services, C.RS. §
24-51-1206(4) provides an additional subsidy. According to the statute, PERA cannot charge
premiums to benefit recipients without Medicare Part A that are greater than premiums
charged to benefit recipients with Part A for the same plan option, coverage level, and
service credit. Currently, for each individual PERACare enrollee, the total premium for
Medicare coverage is determined assuming plan participants have both Medicare Part A
and Part B and the difference in premium cost is paid by the HCTF or the DPS HCTF on
behalf of benefit recipients not covered by Medicare Part A.
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DPS Benefit Structure

The maximum service-based premium subsidy is $230 per month for retirees who are under
65 years of age and who are not entitled to Medicare; the maximum service-based subsidy is
$115 per month for retirees who are 65 years of age or older or who are under 65 years of

age and to Medi The basis for th in is for
retirees rement b ts based on 20 or cr isa$
p reduc e subsidy for eac less than e the remaining
p of the to the extent the y does not r unt.

For retirees who have not participated in Social Security and who are not otherwise eligible
for preminm-free Medicare Part A for hospital-related services, the HCTF or the DPS
HCTF pays an alternate service-based premium subsidy. Each individual retiree meeting
these conditions receives the maximum $230 per month subsidy reduced appropriately for
service less than 20 years, as described above. Retirees who do not have Medicare Part A
pay the difference between the total premium and the monthly subsidy.

Contributions. Pursuant to Title 24, Article 51, Section 208(1)(f) of the C.R.S., as amended,
certain contributions are apportioned to the HCTF. PERA-affiliated employers of the State,
School, Local Government, and Judicial Divisions are required to contribute at a rate of
1.02 percent of PERA-includable salary into the HCTF.

Employer contributions are recognized by the HCTF in the period in which the
compensation becomes payable to the member and the East Otero School District Number
R-1 is statutorily committed to pay the contributions. Employer contributions recognized by
the HCTF from East Otero School District Number R-1 were $69,323 for the year ended

June 30, 2019.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

At June 30, 2019, the East Otero School District Number R-1 reported a liability of
$1,047,077 for its proportionate share of the net OPEB liability. The net OPEB liability for
the HCTF was measured as of December 31, 2018, and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation as of December
31, 2017. Standard update procedures were used to roll-forward the total OPEB liability to
December 31, 2018. The East Otero School District Number R-1 proportion of the net
OPEB liability was based on East Otero School District Number R-1 contributions to the
HCTF for the calendar year 2018 relative to the total contributions of participating

employers to the HCTF.

At December 31, 2018, the East Otero School District Number R-1 proportion was 0.077
percent, which was an increase of 0.003 from its proportion measured as of December 31,

2017.

For the year ended June 30, 2019, the East Otero School District Number R-1 recognized
OPEB expense of $25,056. At June 30, 2019, the East Otero School District Number R-1
reported deferred outflows of resources and deferred inflows of resources related to OPEB

from the following sources:
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Deferred Outflows of Deferred Inflows of
Resources Resources
ex actual 3,800 (1.594)
assum or 7,345 -
Net difference between projected and actual earnings on OPEB plan
investments 18.571 (12,549)
Changes in proportion and differences between contributions
and share 41.752
butions su to the date 35.167 N/A
Total 106,635 (14,143)

$35,167 reported as deferred outflows of resources related to OPEB, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the
net OPEB liability in the year ended June 30, 2020. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to OPEB will be recognized
in OPEB expense as follows:

Year ended June 30,
2020 11.181
2021 11,182
2022 11,184
2023 15,365
2024 8.101
Thereafter 312

Actuarial assumptions. The total OPEB liability in the December 31, 2017 actuarial
valuation was dctermined using the following actuarial cost method, actuarial assumptions
and other inputs:

Actuarial cost method Entry age
Price inflation 2.40 percent
Real wage growth 1.10 percent
Wage inflation 3.50 percent
Salary increases, including wage inflation 3.50 percent in aggregate
Long-term investment rate of return, net of pension
plan investment expenses, including price inflation 7.25 percent
Discount rate 7.25 percent

Health care cost trend rates
PERA benefit structure:

Service-based premium subsidy 0.00 percent
PERACare Medicare plans 5.00 percent
Medicare Part A premiums 3.25 percent for 2018,

gradually rising to 5.00
percent in 2025
DPS benefit structure:

Service-based premium subsidy 0.00 percent
PERACare Medicare plans N/A
Medicare Part A premiums N/A
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Calculations are based on the benefits provided under the terms of the substantive plan in
effect at the time of each actuarial valuation and on the pattern of sharing of costs between

employers of each fund to that point.

The actuarial assumptions used in the December 31, 2017, valuations were based on the
results of the 2016 experience analysis for the periods January 1, 2012, through December
31, 2015, as well as, the October 28, 2016, actuarial assumptions workshop and were
a ted by November 18, 2016, meet In a on,
¢ in actu to per capita health osts their ted
trends are analyzed and reviewed by PERA’s actuary, as discussed below.

In determining the additional liability for PERACare enrollees who are age sixty-five or
older and who are not eligible for premium-free Medicare Part A, the following monthly
costs/premiums are assumed for 2018 for the PERA Benefit Structure:

Cost for Members Premiums for Members
Medicare Plan Without Medicare Part A Without Medicare Part A
Self-Funded Medicare Plans $736
Kaiser Permanente Medicare HMO 602 236
Mountain Health Plans Medicare HMO 611 251
United Healthcare Medicare HMO 686 213

The 2018 Medicare Part A premium is $422 per month.

In determining the additional liability for PERACare enrollees in the PERA Benefit
Structure who are age sixty-five or older and who are not eligible for premium-free
Medicare Part A, the following chart details the initial expected value of Medicare Part A
benefits, age adjusted to age 65 for the year following the valuation date:

Cost for Members

Medicare Plan Without Medicare Part A

Self-Funded Medicare Su lement Plans $289

Kaiser Permanente Medicare Advanta HMO 300
Mountain Health Plans Medicare HMO 270

United Healthcare Medicare HMO 400

All costs are subject to the health care cost trend rates, as discussed below.

Health care cost trend rates reflect the change in per capita health costs over time due to
factors such as medical inflation, utilization, plan design, and technology improvements. For
the PERA benefit structure, health care cost trend rates are necded to project the future
costs associated with providing benefits to those PERACare enrollees not eligible for
premium-free Medicare Part A.
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Health care cost trend rates for the PERA benefit structure are based on published annual
health care inflation surveys in conjunction with actual plan experience (if credible),
building block models and heuristics developed by health plan actuaries and administrators,
and projected trends for the Federal Hospital Insurance Trust Fund (Medicare Part A

premiums) pr ed e Centers for M er
31, 2017, the th cost trend rates to
reflect the current expectation of future to

Medicare Part A premiums.

The PERA benefit structure health care cost trend rates that were used to measure the total
OPEB liability are summarized in the table below:

Care
ear are Plans
2018 25%
2019 , B.
2020 5.00% B.75%
021 00% l4.00%
022 5.00% l4.25%
15.00% 14.50%
2024 5.00% K.75%
2025+ 5.00% 15.00%

Mortality assumptions for the determination of the total pension liability for each of the
Division Trust Funds as shown below are applied, as applicable, in the determination of the
total OPEB liability for the HCTF. Affiliated employers of the State, School, Local
Government, and Judicial Divisions participate in the HCTF.

Healthy mortality assumptions for active members were based on the RP-2014 White Collar
Employee Mortality Table, a table specifically developed for actively working people. To
allow for an appropriate margin of improved mortality prospectively, the mortality rates
incorporate a 70 percent factor applied to male rates and a 55 percent factor applied to

female rates.

Healthy, post-retirement mortality assumptions for the State and Local Government
Divisions were based on the RP-2014 Healthy Annuitant Mortality Table, adjusted as

follows:

Males: Mortality improvement projected to 2018 using the MP-2015 projection
scale, a 73 percent factor applied to rates for ages less than 80, a 108 percent factor
applied to rates for ages 80 and above, and further adjustments for credibility.

Females: Mortality improvement projected to 2020 using the MP-2015 projection
scale, a 78 percent factor applied to rates for ages less than 80, a 109 percent factor
applied to rates for ages 80 and above, and further adjustments for credibility.
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Healthy, post-retirement mortality assumptions for the School and Judicial Divisions were
based on the RP-2014 White Collar Healthy Annuitant Mortality Table, adjusted as follows:

Males: Mortality improvement projected to 2018 using the MP-2015 projection
scale, a 93 percent factor applied to rates for ages less than 80, a 113 percent factor
applied to rates for ages 80 and above, and further adjustments for credibility.

Females: Mortality improvement projected to 2020 using the MP-2015 projection
scale, a 68 percent factor applied to rates for ages less than 80, a 106 percent factor
applied to rates for ages 80 and above, and further adjustments for credibility.

For disabled retirees, the mortality assumption was based on 90 percent of the RP-2014
Disabled Retiree Mortality Table.

The following health care costs assumptions were updated and used in the measurement of
the obligations for the HCTF:

Initial per capita health care costs for those PERACare enrollees under the PERA
benefit structure who are expected to attain age 65 and older ages and are not
eligible for premium-free Medicare Part A benefits were updated to reflect the
change in costs for the 2018 plan year.

The health care cost trend rates for Medicare Part A premiums were revised to
reflect the then-current expectation of future increascs in rates of inflation
applicable to Medicare Part A premiums.

The long-term expected return on plan assets is reviewed as part of regular experience
studies prepared every four or five years for PERA. Recently, this assumption has been
reviewed more frequently. The most recent analyses were outlined in presentations to
PERA'’s Board on October 28, 2016.

Several factors were considered in evaluating the long-term rate of return assumption for
the HCTF, including Jong-term historical data, estimates inherent in current market data,
and a log-normal distribution analysis in which best-estimate ranges of expected future real
rates of return (expected return, net of investment expense and inflation) were developed for
each major asset class. These ranges were combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation
percentage and then adding expected inflation.

As of the most recent adoption of the long-term expected rate of return by the PERA Board,

the target asset allocation and best estimates of geometric real rates of return for each major
asset class are summarized in the following table:
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Asset Class Target 30 Year Expected Geometric
Allocation Real Rate of Return
U.S. Equity — Large Cap 21.20% 4.30%
U.S. Equity — Small Cap 7.42% 4.80%
Non U.S. Equity — Developed 18.55% 5.20%
Non U.S. Equity — Emerging 5.83% 5.40%
Core Fixed Income 19.32% 1.20%
High Yield 1.38% 4.30%
Non U.S. Fixed Income - Developed 1.84% 0.60%
Emerging Market Debt 0.46% 3.90%
Core Real Estate 8.50% 4.90%
Opportunity Fund 6.00% 3.80%
Private Equity 8.50% 6.60%
Cash 1.00% 0.20%
Total 100.00%

In setting the long-term expected rate of return, projections employed to model future
returns provide a range of expected long-term returns that, including expected inflation,
ultimately support a long-term expected rate of return assumption of 7.25%.

Sensitivity of the East Otero School District Number R-1 proportionate share of the net OPEB
liability to changes in the Health Care Cost Trend Rates. The following presents the net
OPEB liability using the current health care cost trend rates applicable to the PERA benefit
structure, as well as if it were calculated using health care cost trend rates that are one
percentage point Jower or one percentage point higher than the current rates:

1% Decrease Current 1% Increase
in Trend Trend Rates in Trend
Rates Rates
PERACare Medicare trend rate 4.00% 5.00% 6.00%
Initial Medicare Part A trend rate 2.00% 3.00% 4.00%
Ultimate Medicare Part A trend 3.25% 4.25% 5.25%
rate
Net OPEB Liability 1,018,163 1,047,077 1,080,333

Discount rate. The discount rate used to measure the total OPEB liability was 7.25 percent.
The projection of cash flows used to determine the discount rate applied the actuarial cost
method and assumptions shown above. In addition, the following methods and assumptions

were used in the projection of cash flows:

Updated health care cost trend rates for Medicare Part A premiums as of the
December 31, 2018, measurement date.
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Total covered payroll for the initial projection year consists of the covered payroll
of the active membership present on the valuation date and the covered payroll of
future plan members assumed to be hired during the year. In subsequent
projection years, total covered payroll was assumed to increase annually at a rate
of 3.50%.

Employer contributions were assumed to be made at rates equal to the fixed
statutory rates specified in law and effective as of the measurement date.

Employer contributions and the amount of total service costs for future plan
members were based upon a process to estimate future actuarially determined
contributions assuming an analogous future plan member growth rate.

Transfers of a portion of purchase service agreements intended to cover the costs
associated with OPEB benefits were estimated and included in the projections.

Benefit payments and contributions were assumed to be made at the middle of the
year.

Based on the above assumptions and methods, the projection test indicates the HCTF’s
fiduciary net position was projected to make all projected future benefit payments of
current members. Therefore, the long-term expected rate of return of 7.25 percent on
OPEB plan investments was applied to all periods of projected benefit payments to
determine the total OPEB liability. The discount rate determination does not use the
municipal bond index rate, and therefore, the discount rate is 7.25 percent.

Sensitivity of the East Otero School District Number R-1 proportionate share of the net OPEB
liability to changes in the discount rate. The following presents the proportionate share of
the net OPEB liability calculated using the discount rate of 7.25 percent, as well as what the
proportionate share of the net OPEB liability would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.25 percent) or 1-percentage-point higher
(8.25 percent) than the current rate:

1% Decrease  Current Discount 1% Increase
(6.25%) Rate (7.25%) (8.25%)
Proportionate share of the net OPEB liability 1,171,588 1,047,077 940,632

OPEB plan fiduciary net position. Detailed information about the HCTF’s fiduciary net
position is available in PERA’s CAFR which can be obtained  at
.co tm cra- ma  ial-
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RISK MAN EMENT

The District is exposed to various risks of loss related to torts, thefts of, damage to, or
destruction of assets; errors or omissions; injuries to employees, or acts of God.

The District maintains commercial insurance for all risks of loss. Settled claims have not
exceeded this commercial coverage in any of the past three fiscal years.

CE POOL

The District belongs to the Colorado School District's Self-Insurance Pool. The Pool was
established by the Colorado Association of School Boards (CASB) to provide insurance
coverage to participants in the areas of General Liability, Errors and Omissions, Automobile
Liability, Auto Physical Damage, Auto Personal Injury Protection, Real and Personal
Property, Crime, and other coverage. The Board of Directors is composed of nine persons; all
of whom are appointed by the Board of Directors of CSDSIP. The Pool is managed by an
executive director chosen by the Board of Directors. Each member's initial contribution and
subsequent contributions are determined by the Pool based on factors including, but not
limited to, the Aggregate Pool claims, the cost of Administrative and other operating expenses,
the number of participants, the adequacy of both Operating and Reserve Funds and other
factors touching on the status of the Pool or an individual participant, and as approved by the
Colorado Insurance Commissioner.

As the District did not exercise oversight responsibility nor have sufficient control over Pool
activities, the Pool is not a component unit of the District and only the District's share of
contributions to the Pool is recorded as Expenditures in the Insurance Reserve Fund.

The District's share in the Pool is not determinable from current information, but is estimated
to be less than 1%. The District's share, if calculated, would not be material to the Pool's
financial information at June 30, 2019.

An audited summary of the Colorado School District's Pool financial information at June 30,
2018 and for the year then ended (latest information available) follows:

Total Assets
Total Liabilities
Total Equity 27,623,315

Revenue
Underwriting Expenses
Underwriting Gain (Loss)

Net Investment Income 517,310
Other Income

Net Income (Loss) Before Dividend (3,126,116)
Dividend

Net Income

Change in Non Admitted Assets
Return of Capital Contributions to Members

Unassigned Surplus 27. 115
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Claims and Judgments - The District participates in a number of federal, state and county
programs that are fully or partially funded by grants received from other governmental units.
Expenditures financed by grants are subject to audit by the appropriate grantor government.
If expenditures are disallowed due to noncompliance with grant program regulations, the
District may be required to reimburse the grantor government. As of June 30, 2019, significant
amounts of grant expenditures have not been audited by the grantor but the District believes
that disallowed expenditures, if any, based on subsequent audits will not have a material effect
on any of the individual government funds or the overall financial position of the District.

Not reflected in the accompanying financial statements is the District's participation in the
Santa Fe Trail Board of Cooperative Educational Services (BOCES). The BOCES is an
organization that provides member districts educational services at a shared lower cost per

District.

The District has one member on the Board. The Board has final authority for all budgeting
and financing of the joint venture. The District’s share of the joint venture is not determinable
at June 30, 2019. The joint venture summary audited financial information as of June 30,2017

is as follows:

Assets 1,060,805
Deferred Outflows of Resources 3,483,733
Liabilities 10,751,316
Deferred Inflows of Resources 603,622
Net Position

Revenues 3,153,337
Expenditures 4,893,742
Excess (Deficiency)

The B.O.C.E.S. has no long term debt.

The equity interest of each member District is not known, nor is the change in such interest.
The equity interest will be determined only at the disbanding of the B.O.C.E.S.

The BOCES is not included as a component unit of the District as the financial responsibility is
minimal, there is no financial interdependency, the District does not have the ability to
significantly influence the operations of the BOCES and the District is not accountable for
fiscal matters of the BOCES.

Financial statements are filed annually with the Colorado State Auditor’s Office.
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NOTE 14

ACCRUED SALARIES AND BENEFITS

NOTE 15

Salaries and retirement benefits of certain contractually employed personnel are paid over a
twelve month period from September to August, but are earned during a school year of
approximately nine to ten months. The salaries and benefits earned, but unpaid, at June 30,
2019 are estimated to be $634,830. Accordingly, the accrued compensation is reflected as a
Jiability in the accompanying financial statements of the various funds.

COMPLIANCE WITH BUDGET LAWS

The actual expenditures of the following funds exceeded their budget and may be in violation
of Colorado Budget Law:’

Grants Special Revenue Fund $181,659
Student Activity Special Revenue Fund $67,622
Food Service - Special Revenue Fund $103,483
PTO (Agency) Fund $1,856
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REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISONS

PENSION TREND DATA

OTHER POST EMPLOYMENT BENEFIT TREND DATA




MAJOR GOVERNMENTAL FUNDS

General Fund

The General Fund accounts for all transactions of the District not accounted for in other funds. This fund
represents an accounting for the District’s ordinary operations financed from property taxes and other
general revenues. It is the most significant fund in relation to the District’s overall operations.

Special Revenue Funds

Special Revenue Funds account for the proceeds of specific revenue sources that are legally restricted to
expenditures for specified purposes.

Grants Fund — This fund is provided to maintain a separate accounting for federal and state grant funded
programs which normally have a different fiscal period than that of the District.

Pension Trend Data

Other Post Emplovment Benefits Trend Data




EAST OTERO SCHOOL DISTRICT NUMBER R-1
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
For the Year Ended June 30, 2019

The accompanying notes are an integral part of these financial statements

Variance with
Final Budget-
Favorable
REVENUES Actual
Local Sources
Property Taxes 1,715,968 1,715,390 (578)
Specific Ownership Taxes 368,415 385,465 17,050
Earnings on Investments 40,000 54,821 14,821
Delinquent Taxes and Interest 8,000 5,685 (2,315)
Tuition/Concurrent Enrollment 200,000 241,719 41,719
Rental 25,000 28,510 3,510
Local Grants 92,523 92,523
Other 120,000 147,251 27,251
Insurance Claims 150,000 151,129 1,129
Impact Assistance 200 (200)
State Sources
Equalization 9,975,668 9,968,836 (6,832)
Transportation 57,000 58,391 1,391
Read Act 93,500 93,497 3)
Library Grant 4,000 4,000
Direct Distribution Payment 170,261 170,261
E Student Grant 100 100
L ng 5" Day Grant 100 (100)
At Risk IFunding 15,743 15.743
Total ues 13,133,321 359,727
EXPENDITURES
Instruction 6,941,712 174,607
Students 319,137 287,858 31,279
Instructional Staff 83,673 85,721 (2,048)
General Administration 354,425 334,117 20,308
School Administration 789,657 781,008 8,649
Business Services 129,158 122,765 6,393
Operations and Maintenance 1,772,183 1,671,560 100,623
Student Transportation 371,375 379,328 (1,953)
Central Support 606,318 761,862 (155,544)
Community Services 185,740 313,768 (128,028)
Facilities
Total Supporting Services (120,321)
Reserves
Total E



EAST OTERO SCHOOL DISTRICT NUMBER R-1
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
For the Year Ended June 30, 2019

Variance with
Final Budget-
Favorable
Actual
REVENUES (UNDER)
EXPENDITURES
Transfers In (Out)
Revenues and Other F
and Other Uses (5,398,081) (150,549)

FUND BALANCE. Beginning

FUND BALAN

The accompanying notes are an integral part of these financial statements.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
GRANTS - SPECIAL REVENUE FUND
For the Year Ended June 30,2019

REVENUES:
Local Sources
State Sources
Federal Sources
Total Revenues

EXPENDITURES:
Current:
Instruction
Student Support
Instructional Support
Central Support Services

EXCESS OF REVENUES OVER
EXPENDITURES

Operating Transfers In

FINANCING SO S OVER (UNDER)

Variance with
Final Budget-
Favorable
Original & Final Actual
2,105,920
514,160
247,718
(103,079)
(103.074)

The accompanying notes are an integral part of these financial statements.
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COMBINING AND INDIVIDUAL FUND STATEMENTS AND OTHER SCHEDULES

Bond Redemption Fund

Bond Redemption Debt Service Fund — Use to account for the accumulation of resources for, and the
payment of, long-term general obligation debt principal, interest, and related costs.

Capital Projects Fund

Building Fund — This fund accounts for the construction and improvements of District buildings. Bond
proceeds are used to finance these projects.

NON MAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Special revenue funds account for revenues that are legally restricted to expenditures for specified
purposes.

Student Activity Fund — This fund accounts for the financial activities associated with student support.

Food Service Fund — This fund accounts for all financial activities associated with the District’s school
breakfast and lunch programs.

Capital Project Funds

Capital Reserve Capital Project Fund — This fund accounts for the acquisition of sites, buildings, equipment
and vehicles.

FIDUCIARY FUNDS

Fiduciary Fund Types

Agency Fund — PTO Fund — This fund is used to account for amounts held in a fiduciary capacity for
organizations.



EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

BOND REDEMPTION DEBT SERVICE FUND
For the Year Ended June 30, 2019

REVENUES
Property Taxes
Specific Ownership Taxes
Delinquent Taxes & Interest
Interest Earnings
Total Revenues

EXPENDITURES:
Debt Service:
Principal Retirement
Interest and Fiscal Charges
Appropriated Reserve

EXPENDITURES

OTHER FINANCING
Other Non-Operating Income
Total Other

NET CHANGES IN FUUND BALANCE

Actual

500,000
320,000 320,000
135,000 135,533
725,000 455,533
(225,000) 119,224
1,999
1,999
(225,000) 121,223

The accompanying notes are an integral part of these financial statements
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Variance with
Final Budget-
Favorable

(533)

269,467



EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
BUILDING FUND
For the Year Ended June 30, 2019

Variance with
Final Budget-
Favorable
Original & Final Actual
REVENUES
State Source BEST Grant 8,150,000
Earnings on Investments
Other Local
Total Revenues
EXPENDITURES
Supplies and Materials 101 101)
Building and Improvements
7,207,195 942,805

EXPENDITURES

The accompanying notes are an integral part of these financial statements.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

June 30, 2019
Capital Total
Special Revenue Fund Projects Non-Major
Student Food Capital Governmental
Activity  Service Reserve Funds
ASSETS
Cash & Investments 186,529 80,592 335,667 602,788
Accounts Receivable - - - -
Accrued Revenue - 113,028 - 113,028
Inventories - 13,893 - 13,893
Due From Other Funds - - - -
Total Assets 186,529 207,513 335,667 729.7
LIABILITIES AND FUND
BALANCES
Liabilities:
Accounts Payable - 127,188 3,185 130,373
Accrued Salaries - - - -
Due To Other Funds - - - -
Deferred Revenue - - - -
Total Liabilities - 127,188 3,185 130,373
Fund Balances:
Nonspendable:
Inventories - 13,893 - 13,893
Restricted for:
Capital Outlay - - - -
Food Service - 66,432 - 66,432
Committed for:
Capital Outlay - - 332,482 332,482
Assigned for:
Pupil Activities 186,529 - - 186,529
Total Fund Balances 186,529 80,325 332,482 599,336
TOTAL LIABILITIES & FUND
BALANCES 186,529 207,513 335,667 729,709

The accompanying notes are an integral part of these financial statements.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUNDS

REVENUES
Local Sources
State Sources
Federal Sources

Current:
Instruction

Support Services:
Transportation
Central Support
Food Services
Capital Outlay
Debt Service

(USES)

Insurance Proceeds
Commodities Lost Due to Fire
Transfers In (Out)

Sou (Uses)

NET GE IN
BALANCES

For the Year Ended June 30,2019

Student Food
Activity  Service

455,622 -
- 1,010,983 -
- 296,692

(33,700) 56,749

- 20,170
- (20,170)

35,000

35,000

1,300 56,749

185,229 23.576

186,529 80,325

The accompanying notes are an integral part of these financial statements.
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Total
Non-Major
Governmental

Funds

455,622
1,010,983
296,692

1,763.297

(273,643)



EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
STUDENT ACTIVITY - SPECIAL REVENUE FUND
For the Year Ended June 30, 2019

Variance with
Final Budget-
Favorable
Actual
REVENUES:
Local Revenues 421,922 73,922
Total Revenues 421,922 73,922
EXPENDITURES
Instructional 455,622
Central Support Services
Appropriated Reserve
455,622
EXCESS OF REVENUES OVER
(33.700)
Operating Transfers (Out) 35,000 (5,000)
35,000 5,000
FINANCING OVER (UNDER)
EXPENDITURES AND OTHER USES 1,300
185,229
186,529

The accompanying notes arc an integral part of these financial statements.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOOD SERVICE — SPECIAL REVENUE FUND

For the Year Ended June 30, 2019

Variance with
Final Budget-
Favorable
Actual
REVENUES
Local Sources
Food Sales 28.200 117,447 89.247
Total Local Sources 28,200 117,447 89.247
State Sources
State Match 6,953
Smart Start
PK-2 Reduced Breakfast
Total State Sources 6,953
Federal Sources
School Lunches 852,824
Fresh Fruits and Vegetables 41,405
Commodities 49,103
Total F Sources 943,332
TOTAL REVENUES 1,067,732
EXPENDITURES
Salaries 2,500 182 2,318
Benefits 750 34 716
Contracted Services 804,950 343,743 461,207
Repairs & Maintenance 1,536 (1,536)
Supplies 79,675 (57,425)
Food Expense 585,467 (585,467)
Commodities 346 (346)
Appropriated Reserve 77,050
TOTAL EXPENDITURES 103,483
EXPENDITURES 56,749
OTHER FINAN NG SOURCES
(USES)
Insurance Proceeds 20,170
Commodities Lost Due to Fire (20,170)
FINANCING SO (USES) AND
EXPENDITURES

The accompanying notes are an integral part of these financial statements.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
CAPITAL RESERVE - CAPITAL PROJECTS FUND

For the Year Ended June 30,2019

REVENUES:
Other
Total Revenues

EXPENDITURES
Equipment
Buildings
Debt Service

VER
OTHER FINANCINE S
Transfers In (Out)

Total Other

NET CHANGE IN FUND BALANCES

Original & Final

300,000

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

113,839
182,853

Variance with
Final Budget-
Favorable

(113,839)
117,147

—3.308



EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF CHANGES IN RECEIPTS
AND DISBURSEMENTS ~- BUDGET AND ACTUAL
FIDUCIARY FUNDS
For the Year Ended June 30, 2019

Agency Funds
Variance with
Final Budget-
Budgeted Amounts Favorable
Original & Final Actual (Unfavorable)
ADDITIONS
Local Receipts 71,190 79,970 8,780
DEDUCTIONS
Disbursements PTO 71,190 73.046 (1,856)
Total Deductions 71,190 73,046 (1.856)
CHANGES IN DUE TO OTHERS - 6,924
DUE TO OTHERS, Beginning - 34,770
DUE TO OTHERS, Ending 23 41,694

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

Auditor’s Integrity Report (Revenues, Expenditures, and Fund Balance by Fund)

Bolded Balance Sheet Report
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SINGLE AUDIT SECTION




@ DIXON,A WALLER & CO., INC. CERTIFIED PUBLIC ACCOUNTANTS

164 E. MAIN
TRINIDAD, COLORADO 81082
(719) 846-9241 FAX (719) 846-3352

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

To the Board of Education
East Otero School District Number R-1
La Junta, Colorado 81050

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in GovernmentAudztmg Standards issued by the Comptroller
General of the United States, the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of East Otero School District Number R-1 as of and for the year ended June
30, 2019, and the related notes to the financial statements, which collectively comprise East Otero School District
Number R-1°s basic financial statements, and have issued our report thereon dated February 21, 2020. . '

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered East Otero School District Number
R-1’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the p_urpbse of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the East Otero School District Number R-1’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the East Otero School District Number

R-1’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not de51gned to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in intemal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

As part of obtaining reasonable assurance about whether East Otero School District Number R-1's financial
statements are free from material ‘misstatement, we performed tests-of its compliance with certain provisions of

ons, and a , ompliance with which could have a direct and material
dete of fi I a

thosep  si not eof

of our s dn of

Government Auditing Standards.

f S.S0
t not
compliance. This report is an integral part of an au
Standards in con51der1ng the entity’s internal control and cornphance Accordingly, this communication is not

suitable for any 6ther purpose.

£3t4¢ﬁ/”fu) qLCkx)éi;C;

February 21, 2020
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@P@ DIXON, WALLER & CO., INC. CERTIFIED PUBLIC ACCOUNTANTS

164 E. MAIN ,
TRINIDAD, COLORADO 81082
(719) 846-9241 FAX (719) 846-3352

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY UNIFORM GUIDANCE

To the Board of Education
E Number R-1
L ' ’

Report on Compliance for Each Major-Federal Program

re

1 the’ 30 rict
Numbeér R-1’s major federal programs are identified in of the
accompanying schedule of findings and questioned costs. ‘ o

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programis. S

Auditor’s Responsibility

.Our responsibility is to express an opinion on compliance for each of East Otero School District Number R-1’s
major federal programs, based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Com 1l eral ted States; ‘

Part R m A ive Requir
e standar Uni
whether mpl 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 examining, on
a test basis, evidence about East Otero School District Number R-1's compliance with those requirements and
performing such other procedures as we considered necessary in the cireumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of East Otero School District Number R-1's

compliance.
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Opinion on Each Major Federal Program

In our opinion, East Otero-School District Number R-1-complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material éffect on each of its major federal
programs for the year ended June 30, 2019.

Report on Internal Control Over Compliance

Management of East Otero School District Number R-1'is responsible for establishing and maintaining effective
internal control over compliance w1th the types: of comphance requiréments referred to above. In planning and

e
c

(S

not express an opinion on’ the effectlveness of East O
compliance. ‘

A deficiency in internal control over complzance exists when the design or operation of a control over comphance
does.not allow management or emponees in the normal course of performing their assigned functions, to prevent
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.
A material weakness in internal control over compliance is a deficiency, or conibination of deficiencies, in internal
control over compliance, such that there is a reasonable. possibility that material noncompliance with a type of
c nt of'a ’ re or detected and corr na basis. A
S in mte e fictency, or a comb of ncies, in
internal control over comphance with a type of comphance requlrement of a federal program that is.less severe
than a material weakness in 1nternal control over ‘compliance, yet important enough to merit attention by tho_se
charged with governance. ,

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.

,@wm,u)w ¢ Qo nC.

February 21, 2020
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30,2019

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Report

An unmodified report has been issued on the financial statements of East Otero School District Number R-1

Internal Control — Financial Statements

No conditions were disclosed by the audit that are considered to be a material weakness.
No significant deficiencies not considered a material weakness were identified.

Noncompliance — Financial Statements

No instances of noncompliance in amounts material to the financial statements of East Otero School District
Number R-1 were disclosed by the audit.

Internal Control — Federal Awards

No conditions were disclosed by the audit that are considered to be a material weakness.
No significant deficiencies not considered a material weakness were identified.

Report on Compliance — Major Programs

An unmodified report has been issued on East Otero School District Number R-1 Compliance for Major
Programs.

Audit Findings

Audit findings requiring disclosure in accordance with 2 CFR Section 200.516(a) were not disclosed by the
audit.

Major Programs

School Breakfast Program 10.553
National School Lunch Program 10.555
National School Lunch Program — Commodities 10.555
Summer Food Service Program for Children 10.559

Dollar Threshold to Distinguish Type A and Type B Programs

$750,000.

Qualification as Low-Risk Auditee

The District qualified as a low-risk auditee for Fiscal Year 2018/2019.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30,2019

SECTION II — FINANCIAL STATEMENT FINDINGS

None.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended June 30, 2019

FINDINGS — FEDERAL AWARDS

None
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2019

Pass - State
Federal Grantor/Program Through Code
Grantor Number
School Breakfast Program 10.553 CDE 4553 233,166
233,166
National School Lunch Program 10.555 CDHHS 4555
National School Lunch Program 10.555 CDE 4555
Summer Food Service Program for Children 10.559 CDE 4559 35,712
Total Summer Food Praoram for Children 35,712
901,927
TOTAL D NTITRITTON C1 ~-CLUSTER
OTHER PROGRAMS
Department of Education
Title I Grants to Local Educational Agencies 84.010 CDE 4010 618,227
_618,227
Rural Education
Rural Education 84.358 CDE 6358 8.644
Total Rural Education 8.644
Improving Teacher Oualitv State Grants
Improving Teacher Quality State Grants 84.367 CDE 4367 81,971
Total Improvine Teacher Oualitv State Grants 81,971

Student Support & Academic
Enrichment Program 84.424 CDE 4424 36,871
Total Student Support &Academic

__ 36,871
Total of Education 745,713
U.S. Denartment of Asriculture
Fresh Fruit and Vegetable Program
Fresh Fruit and Vegetable Program 10.582 CDE 4582 41,405
Total Fresh Fruit an Vegetable Program 41.405
Total U.S. Department of Agriculture 41,405

TOTAL OTHER PROGRAMS
TOTAL EXPENDITURES OF FEDERAL AWARDS

The accompanying notes are an integral part of this schedule.
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EAST OTERO SCHOOL DISTRICT NUMBER R-1
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2019

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the East Otero School District Number R-1 and is presented on the modified
accrual basis of accounting. The information is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation

All grants have been received from the Colorado Department of Education. The Department
calculates an allowable indirect cost rate for individual sub-recipients and mandates that the
rate be used as the maximum for the recovery of indirect cost. The District has recovered
indirect cost from grant funds at an amount no greater than that allowed by the Colorado
Department of Education and has not elected to use the 10% de minimis indirect cost rate

Non-monetary assistance is reported in the schedule at the fair market value of commodities

NOTE1 BASIS OF PRESENTATION
of, the general purpose financial statements.
NOTE2 INDIRECT COST RATES
allowed by Uniform Guidance.
NOTE3 FOOD DISTRIBUTION
received.
NOTE 4 SUBRECIPIENTS

No payments were made to subrecipients in the fiscal year ended June 30, 2019.
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