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3130 Orion Drive, Suite 100 ROBERT L DAVIS CPA PC Business 719-473-7754

Colorado Springs, CO 80906 A Professional Corporation Fax 719-475-0302

INDEPENDENT AUDITORS’ REPORT

The Board of Education
Edison School District 34JT
Yoder, Colorado

I have audited the accompanying financial statements of the governmental activitics, cach major
fund, of the Edison School District 34JT, Yoder, Colorado (the District) as of and for the year ended
June 30, 2019, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America: this
mcludes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether duc
to fraud or error.

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. |
conducted my audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that I plan and perform the audit to obtain rcasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit cvidence about the amounts and
disclosures in the financial statements. The procedures sclected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. 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 purpose of
expressing an opinion on the effectivencss of the entity’s intcrnal control. Accordingly, I cxpress no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my audit opinions.



Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, cach major fund of the District as of
June 30, 2019, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the schedule of the District’s proportionate share of the net
pension liability, the schedule of contributions and related ratios, and budgetary comparison
information shown as required supplementary information in the table of contents, 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 Board. who considers
it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational. economic, or historical context. I have applied certain limited procedures to
the required supplementary information in accordance with auditing standards gencrally accepted in
the United States of America, which consisted principally of inquirics of management regarding the
methods of preparing the information and comparing the information for consistency with
management’s responses to my inquiries, the basic financial statements, and other knowledge 1
obtained during my audit of the basic financial statements. I do not express an opinion or provide
any assurance on the information because the limited procedures do not provide me with sufficient
evidence to express an opinion or providc any assurance.

Other Information

My audit was conducted for the purposc of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The statements included in the other
supplementary information section and Colorado Department of Education Auditor’s Integrity
Report are presented for additional analysis and are not a required part of the basic financial
statements.

The other supplementary information and Colorado Department of Education Auditor’s Integrity
Report are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records uscd to prepare the financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information dircetly to
the underlying accounting and other records used to preparc the basic financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In my opinion, the other
supplementary information is fairly stated in all material respects in relation to the financial
statements as a whole.

Colorado Springs, Colorado f%f) 971 “
October 4, 2019
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Edison School District S4JT
Management Discussion and Analysis
For the fiscal year ended June 30, 2019

The discussion and analysis of Edison School District 34JT’s financial performance provides an
overall review of the District’s financial activitics for the fiscal year ended June 30, 2019. The intent
of this discussion and analysis is to look at the District’s financial performance as a whole: readers
should review the information presented here in conjunction with the notes to the basic financial
statements and the financial statements to enhance their understanding of the District’s performance.

Financial Highlights — Financial Statements as of June 30, 2019

e The asscts of the District exceed its liabilitics at the close of June 30, 2019 by $14.467.104
(nct assets) as reported in the government-wide financial statements.

e The District’s government—wide total net assets increased by $192.487 over the prior fiscal
vear.

e Program revenues for $186,044 offset expenscs from governmental activitics of $2.932.347.
General revenues from property taxes and state equalization amounted to $2.689,343.

e At the close of June 30, 2019, the District reported $1.851.864 combined fund balances
(budget basis) for the Governmental Funds, an increase of $282.003. Revenues exceeded
Expenditures by $282.005 before transfers. An additional $26,192 was transferred to the
Food Service Fund for operations.

(¥ ]



Edison School District 54JT
Management Discussion and Analysis
For the fiscal year ended June 30, 2019

Overview of the Financial Statements

Management’s Discussion and Analysis is intended to serve as an introduction to the District’s basic
financial statements. The basic financial statements comprise of three components: 1) government-
wide financial statements, 2) fund financial statements and 3) notes to the financial statements. This
report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide Financial Statements. The government-wide financial statements arc designed to
provide readers with a broad overview of the District’s finances, in a manner similar to a private-
sector business.

The statement of net assets presents information about all of the District’s asscts and liabilities, with
the difference between the two reported as net assets. Over time, changes in net assets may serve as a
useful indicator of whether the financial position of the District 1s improving or deteriorating.

The statement of activitics presents information showing how the District’s net assets changed during
the current fiscal year. Changes in net asscts arc recorded in the statement of activitics when the
underlying event occurs, regardless of the timing of rclated cash flows. Both of the government-wide
financial statements distinguish functions of the District that arc supported by taxes from other
functions that are intended to rccover all or most of their costs through user fees and charges
{business-type activitics). Governmental activitics of the District include instruction and support
services and facility construction.

The government-wide financial statements can be found on pages 6-7 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The District uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements.  All of the
funds of the District can be divided into two categories: governmental funds and proprictary funds.

Governmental funds. Governmental funds account for essentially the same functions reported as
governmental activitics in the government-wide financial statements.  However. unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
financial resources and fund balances. Such information may be useful in evaluating the District’s
near-term financing requirements. The annual budget is provided on the basis of the governmental
fund financial statements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to comparc the information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the long-term
impact of the District’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues. expenditures. and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The District maintains three individual governmental funds. Information is presented scparately in
the governmental funds Balance Sheet and in the governmental fund Statement of Revenues,



Edison School District 54JT
Management Discussion and Analysis
For the fiscal year ended June 30, 2019

Expenditures, and Changes in Fund Balances for the General Fund. Data from the onc other
governmental fund 1s combined into a single, aggregated presentation. Individual date for this fund is
provided in the form of an individual statement in supplementary schedules with this report.

The District adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for these funds to demonstrate compliance with this budget.

Notes to the basic financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-widc and fund financial statements.

Other information. The combining and individual fund statements referred to carlier in connection
with non-major governmental funds and enterprise funds are presented after the notes to the financial
statements. A budget comparison is provided for cach major fund and enterprise fund. The
additional schedule required as part of the Colorado Public School Finance Act can also be found
after the notes to the financial statements.

Government-wide Financial Analysis

The assets of the District are classified as current assets and capital asscts. Cash. investments,
receivables, inventories and other assets are current asscts. These assets are available to provide
resources for the near-term operations of the District. A good portion of the current assets 1s the
result of the property tax collection process: the District receives about 86% of the annual property
tax assessment between February and June.

Capital Asscts are used in the operations of the District. These asscts are land, improvements,
buildings. equipment, and vehicles. Capital asscts are discussed in greater detail in the scction titled
Capital Assets and Debt Administration, elsewhere in this analysis.

Current and long-term liabilitics arc classificd based on anticipated liquidation cither in the ncar-term
or in the future. Current liabilities include accounts payable, accrued salarics and benefits and
unearned revenues. The liquidation of currcnt liabilitics is anticipated to be cither from currently
availablc resources. current assets or new resources that become available during fiscal 2018,



Edison School District 54JT
Management Discussion and Analysis
For the fiscal year ended June 30, 2019

As noted carlicr, net assets mayv serve over time as a useful indicator of a government's financial
P . . - - + rqr 5

position. The District’s asscts exceeded liabilities by $14.467.104 at the close of the most recent

fiscal vear.

Governmental Activities

2019 2018
Current and other $ 2.069.606 $ 1.779.347
assets
Capital asscls 17.599.066 18.124.916
Total Assets 19.668.672 19.904.263
Deferred outflow of 2.267.005 2.888.842
resources
Current and other 259.655 253132
liabilities
Long-term liabilities 4.265.846 7.915.818
outstanding
Total 4.525.501 8.168.950
Liabilitics
Deferred inflow of 2.943.072 349.538
resources
Net Position
Invested in capital 17.032.148 17.334.916
assets, net of
rclated debt
Restricted for:
TABOR 81.000 75.000
Debt Service 78.248 70.674
Unrestricted (2.724.292) (3.405.973)
As restated
Total $ 14467104 § 14274617

Net Position

The District’s reported asscts consist of current assets of $2,069.606 and capital assets of
$17.599.066. The ratio of Current Asscts to Current Liabilities of 7.97 to 1 indicates the District’s
ability to meet current obligations.



Edison School District 54JT
Management Discussion and Analysis
For the fiscal year ended June 30, 2019

Governmental Activities

2019 2018

Charges for services 5 42.969 $ 41,214
Operating and capital grants

and contributions 143.075 158.687
General revenues:

Property taxes 198.371 194,357

Specilic owncrship taxes 17.820 15.996

State Equalization 2,473,152 2.331.631

Loss — Asset Disposal

Other Sources 209.212 113,698

Interest 40.235 22212

Total Revenues 3.124.834 2.677.894

Expenses:

Instruction 1.850.311 2.095.342

Support services 961.032 1.125.723

Capital outlay

Professional services

Debt service — interest 23.265 24,540

Facilities construction 2.757 83.347

Depreciation

Food services 94,982 105,821

Total Expenses 2.932.347 3.434.773

Change in Net Position 192.487 1.706.946
Net Position — Beginning, 14,274,617 12.567.67
as restated
Net Position — Ending $ 14467.104 $ 14274617

Governmental activities. Governmental activities increased the District’s net position in 2018 by
$1.706,946 and increased the net position in 2019 by $192.487.



Edison School District 54JT
Management Discussion and Analysis
For the fiscal year ended June 30, 2019

Financial Analysis of the Government’s Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

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

As of the end of the current fiscal year, the District’s governmental funds reported a combined ending

fund balance of $1,831.864. an increase of $282.005 on a budget basis.

e Revenue exceeded expenditures and transfers out of the General Fund by $288.504
increasing fund balance to $1.753.345.

General Fund Budgetary Highlights

The District is required to adopt a budget by June 30 for the following fiscal ycar. The Board of
Education may make final changes to the previously adopted budget by January 30. The annual
budget for Edison School District 34JT had significant differences between the original/final budgets
in the General Fund. The original budget did not reflect an increase in salary expensc for additional
preschool staff hired that resulted in additional salary and benefit costs.

Capital Asset and Debt Administration
Capital assets. The District’s investment in capital asscts for governmental activities as of Junc 30,
2019 amounts to $17.399,066 (net of accumulated depreciation). This investment in capital asscts

includes land. buildings. service vehicles. buses and playground, food service equipment. office and
instructional equipment.

Governmental Activities

2019 2018
Governmental Fund b $
Capilal Asscts
Land and Building 8.512 8.512
Improvement 19.066,730 19.041.592
Equipment 705,135 705.135
Vchicles 209.294 213.692
Construction
in Progress
Less: Accumulated 19.989.671 19.968.931
Depreciation 2.390.605 1.844.015
Total Governmental
Funds Capital Assets $ 17.599.066 % 18.124.916




Edison School District 54JT
Management Discussion and Analysis
For the fiscal year ended June 30,2019

Economic Factors and Next Year's Budget

e The ever growing negative factor from the state continues to be a concern. It looks as though the
district will receive a slight increase in per pupil funding for the 2019-2020 school year. This is
still not enough to fill in the funding gaps but will help.

e Duec to severe weather related cvents statewide, our property insurance increased almost 200%.

e Property and personal taxes continue to decrease, resulting in more of the funding coming from
the state.

e The cost of fucl, electricity, and maintenance items continue to incrcasc. We are continuing to
absorb more of the upkeep and maintenance of the new building into the budget.

e The 2016-2017 count was 131 plus 112 prep students. The 2017-2018 was 133 plus 95 prep
students. The count for 2018-2019 was 134 plus 97 prep students. The count for 2019-2020 will
be 119 plus 123 prep students.

e The students arc performing in the top of the state on state mandated tests as evidenced with our
Accredited With Distinction rating this vear.

e Edison's benefit package is lower than most districts in the state. Our benefits package will make
staff recruitment difficult in coming vears.

e BOCES costs will increase in the 2019-2020 school year as we have added another tech day and
2 more nurse days per month.

s Edison received a Small Rural Funding Grant that allowed us to update our entire secondary
science curriculum to meet new state standards.

e Changes with PERA both at the state level as far as our contribution and the local level as we
have a number of emploveces looking at retirement options.

e As we already provide full-day kindergarten and have a small class. this funded increase will be
very minimal for the district.

e We will move from a traditional health plan to a new model from the BOCES to increase service
and decrcase our health care cost.

e Replacing long-time employces who are retiring has required us add a position to get coverage in
all the arcas left open.

e We have increased our transportation costs in ordcr to recruit drivers for routes as well as looking
to upgrade buses with high milcage.

Requests for Information

The financial report is designed to provide a general overview of Edison School District S4JT's
finances for all those with an interest in the District’s finances. Questions concerning any
information provided in this rcport or requests for additional financial information should be
addressed to the Director of Finance, 14330 Edison Road, Yoder, Colorado 80864.
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Assets
Current assets:
Cash and cash equivalents
Cash with county treasurer
Accounts receivable
Property taxes receivable
Grants receivable
Inventories
Total current assets
Capital assets:
Land & construction in progress
Depreciable assets
Accumulated depreciation
Capital assets, net of depreciation
Total assets

Deferred outflows of resources - Pension: See note 6
Deferred outflows of resources - OPEB: See note 7

Liabilities
Current liabilities:
Accounts payable
Accrued salaries and benefits
Accrued compensated absences
Grants unearned
General obligation bonds payable-current
Total current liabilities
Noncurrent liabilities:
Accrued interest payable
General obligation bonds
Net OPEB liability
Net pension liability
Total noncurrent liabilities
Total liabilities

Deferred inflows of resources - Pension: See note 6
Deferred inflows of resources - OPEB: See note 7

Net position
Invested in capital assets, net of related debt
Restricted for:
Debt service
TABOR
Unrestricted (deficit)
Total net position

See accompanying notes to basic [inancial statements

Edison School District 54JT
Statement of Net Position
June 30, 2019

Primary
Government

Governmental
Activities

$ 2,055,035
3,227

872

4,748
4,847

877

2,069,606

8.512
19,981,159
(2,390,605)
17,599,066
19,668,672

2,252,905

14,100

34,560
175,360
16,913
7,822
25,000
259,655

1.918
540,000
177,140

3,546,788
4,265,846
4,525,501

2,940,743

2,329

17,032,148

78,248

81,000
(2.724,292)
14,467,104

$
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Edison School District 54JT
Reconciliation of Governmental Funds Balance Sheet To
Statement of Net Position
June 30, 2019

Governmental funds total fund balances $ 1,851,864

Add:
Capital assets used in government activities are
not considered current financial resources and,
thercfore, not reported in the governmental funds.
reported in the governmental funds. 19,989,671

Deferred outflows of resources: Pension and OPEB 2,267,005

Deduct:
Accumulated depreciation is not recognized
in the governmental funds because capital
assets are expensed at the time of acquisition. {2,390,605)

Long-term liabilities for general obligation
debt are not due and payable in the current
period and, therefore, not reported reported in the funds:

2015 General obligation bonds (320,000)
2008 General obligation bonds (245.000) (565.000)
Net pension liability (3,546,788)
Net OPEB liability (177,140)
Deferred inflows of resources: Pension and OPEB (2,943,072)
Compensated absences payable (16,913)
Accrued interest payable (1,.918)
Government activities net position $ 14,467,104

See accompanying notes to basic financial statements
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Edison School District 54JT
Reconciliation of Revenues, Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2019

Governmental funds changes in fund balances $ 282,005

Add:
Government funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount of capital outlay reported as an expenditure in the governmental
funds functions. 20,740

Principal retirement of District's long-term debt results in a reduction of
accumulated resources on the fund financial statements. The government-wide
statements show these reductions against the long-term liabilities. 25,000

Deduct:
Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their

estimated uscful lives and reported as depreciation expense. (546,590)
Add:
Interest expense is recorded on the cash basis in the funds:
Change in accrued interest 255

Long-term payroll liabilities are expensed when paid in the funds

Compensated absences (accrued) paid 1,731
Pension, OPEB and State Sharc cxpense adjustment 406,855
State share nonemployer entity contribution 2,491

Governmental activities change in net position $ 192,487

See accompanying notes to basic financial statements



Note I -

EDISON SCHOOL DISTRICT 54JT
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Summary of Significant Accounting Policies

The Edison School District 54)JT (the District) was formed in 1916 and encompasscs
the counties of El Paso, Lincoln and Pueblo, Colorado. The District operates under an
clected Board of Education with five members and provides educational services to
approximately 150 students in-house and 70 on-line and college students.

The District 1s the lowest level of government, which is considered to be financially
accountable over all activities related to public school education within its boundaries
of El Paso, Lincoln and Pueblo Countics. The District receives funding from local,
state, and federal government sources and must comply with the requirements of these
funding source cntitics. The Board of Education members are elected by the public
and have decision-making authority, the power to designatec management. the ability to
significantly influence operations. and primary accountability for fiscal matters.

Reporting Entity

Governmental Accounting Standards Board (GASB) Statement No. 14, “7The
Financial Reporting Entity” (GASB No. 14) describes the financial reporting entity as
it relates to governmental accounting. According to this Statement, the financial
reporting entity consists of a) the primary government, b) organizations for which the
primary government is financially accountable, and c) other organizations whose
cxclusion from the reporting entity’s financial statements would cause those
statements to be misleading or incomplcte. Any organizations that can be described by
these last two items are included with the primary government in the financial
statements as component units.

The District is not included in any other governmental “reporting entity™ as defined in
GASB No. 14. As required by accounting principles generally accepted in the USA,
these basic financial statements present the District (the primary government) and its
component units. The District is not financially accountable for any other
organization, nor is the District a component unit of any other primary governmental
entity.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.c., the statement of net position and the
statement of activities) present financial information of the District as a whole. The
reporting information includes all of the non-fiduciary activities of the District. The
effect of inter-fund activity has been removed from these statements. Governmental
activities normally are supported by taxes and intergovernmental revenues, and are
reported scparately from business-type activities, which rely. to a significant extent
on fees and charges for support.

The statement of activities presents a comparison between direct expenses and
program rcvenuces for the different business-type activities of the District and for
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cach function of the District’s governmental activitics. Direct cxpenscs arc those
that are specifically associated with a program or function and, thercforce. arc clearly
identifiable to a particular function. Program revenues include fees and charges paid
by the recipients of goods or services offered by the programs, and grants and
contributions that arc restricted to meeting the operational or capital requirements of
a particular program. Revenucs that are not classified as program revenucs are
presented as general revenues. General revenues consist of taxes and others sources
not described above.

Separate financial statements are provided for the governmental funds. Major
individual governmental funds (General Fund, Pupil Activity Fund, Food Service
Fund and Debt Service Fund) are reported as separated columns in the fund financial
statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting and financial reporting treatment applied to a fund is determined by
its measurement focus. The government-wide financial statements arc presented
using the economic resources mecasurement focus and the accrual basis of
accounting, as arc the proprictary fund statements. Revenues are recorded when
carned and expenses are recorded when a liability is incurred. regardless of the
timing of related cash flows. Property taxes are recognized as revenucs in the year
for which they are levied. Grants and similar items re recognized as revenue as soon
as all eligibility rcquirements imposed by the provider have been met.

As a general rule, the effect of interfund activity has been climinated form the
government-wide financial statements. Exceptions to this general rule are charges
between the District’s governmental and business-type activitics and component
units. Elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Governmental fund financial statements are reported using the current financial
resources measurcment focus and the modified accrual basis of accounting. With
this measurement focus, only current assets, deferred outflows current liabilities, and
deferred inflows or resources gencrally are included on the balance shect. This
means that only current liabilitics are generally included on their balance sheets.

Amounts reported as program revenues include 1) charges to customers or
applicants for goods, services or privileges provided 2) operating grants and
contributions, and 3) capital grants and contributions, including special assessments.
Internally dedicated resources arc reported as gencral revenues rather than as
program revenues. Likewise, general revenues include all taxes.

All Governmental fund types usc thc modified accrual basis of accounting.
Revenues arc recognized as soon as they arc both measurable and available.
“Measurable” means the amount of the transaction can be determined and
“available™ means collectible within the current period, or soon enough thereafter, to
pay liabilities of the current period. Revenues are considered to be available if
collected with 60 days after year-end.



Property and automotive ownership taxes are reported as receivables when levied
and as revenues when due for collection in the following year and determined to be
available.

Grants and cntitlement revenues are recognized when compliance with matching
requirements is met. A receivable i1s established when the related expenditures
exceed revenue receipts. Uncarned grant revenues are recognized as revenuc only
after cligible grant costs have been incurred. Grant funds received in excess of
expenditures are recorded as unearned grant revenue.

Expenditures are recorded when the related fund liability is incurred with the
exceptions of gencral obligation and capital lease debt service which is recognized
when due and certain accrued sick and personal pay which are accounted for as
expenditures when expected to be liquidated with expendable available financial
resources.

Fund Accounting

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

e  Major Governmental Funds

1. General Fund - the general operating fund of the District: used to account for
all resources that arc not required legally or by sound financial management to
bc accounted for in another fund.

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

Food Service Fund (a Special Revenue Fund) — this fund accounts for all

financial activities associated with the District’s school breakfast and lunch

that are committed to for the programs.

4. Pupil Activity Fund (a Special Revenue Fund) — used to account for and
report the proceeds of specific revenue sources, such as athletic and non-
athletic fundraisers. that are restricted or committed to expenditure for
specified purposes to be used in various student athletic and co-curricular
organizations.

5. Capital Projects Fund — Building Fund — used to account for the construction
costs of new buildings associated with the Statc’s BEST grant.

fad

Assets, Liabilities, Deferred Qutflows/Inflows of Resources and Fund Equity
Cash and Cash Equivalents

Cash of some funds are pooled into common pooled accounts in order to maximize
investment opportunities. An individual fund’s pooled Cash and Cash Investments
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are available upon demand and arc considered to be “cash equivalents™. Negative
balances incurred in pooled cash at vear-end are treated as a liability of that fund.

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced
by the estimated portion that is expected to be uncollectible. No amounts were
determined to be uncollectible at June 30, 2019. Property taxes levied in the current
year but not received at year-end are identified as property taxes receivable and are
presented nct of an allowance for uncollectible taxes.

Inventories

Inventorics recorded in the Food Service Fund consist of purchased and donated
commodities. Purchased inventorics arc stated at average cost. Donated inventories,
received at no cost under a program supported by the Federal Government, arc
recorded at their estimated fair value at the date of receipt.

Capital Assets

Capital assets, which include property, vehicles and equipment, arc utilized for general
District operations and arc capitalized at actual or estimated cost. Donations of such
assets are recorded at estimated fair value at the time of donation. Capital assets are
reported in the government-wide financial statements.

Maintenance, repairs, and minor renovations arc rccorded as expenditures when
incurred. Major additions and improvements arc capitalized. When assets used in the
operation of the government fund types are sold, the proceeds of the sale are recorded
as revenues in the appropriate fund. The District does not capitalize interest on the
construction of capital assets.

The monetary threshold for capitalization of assets 1s $3.000. The District’s capital
assets are depreciated using the straight-line method over the estimated uscful lives of
the fixed assets. Depreciation of all capital assets used by the proprictary fund is
charged as an expensc against their operations. Estimate useful lives are:

Vechicles 7-10 vears

Furniture, fixtures and equipment 10 to 20 vears

Buildings and improvements 20 to 40 years
Liabilities

In the government-wide financial statements, and proprictary fund types in the fund
financial statements, long-term debt and other long-term obligations arc reported as
liabilitics in thc applicable government activitics, busincss-type activitics, or
proprictary fund type statement of net position. The District records long-term debt
of governmental funds at the face valuc. The District’s gencral obligation bonds are
serviced from property taxes and other revenues of the Debt Service Fund.



Deferred Inflows of Resources

In addition to assets. the statement of financial position will somctimes report a
scparatc scction for deferred outflows of resources. This separate financial statement
clement. deferred outflows of resources. represents a consumption of net position
that applics to future period and so will not be recognized as an outflow of the
resources {expenditure) until that time. In addition to liabilities. the statement of
financial position reports a separatc scction of deferred inflows of resources. This
scparate financial statement element. deferred inflows of resources, represents an
acquisition of net position that applies to futurc periods and will not be recognized
as an inflow of resources (revenues) until that time.

Compensated Absences/Sick Leave

It is the District’s policy to permit employees to accumulate a limited amount of
earned but unused sick pay benefits, which will be paid to employvees upon separation
from District service. All compensated absences liabilitics arc accrued when incurred
in the government-wide financial statcments. A lability for thesc amounts is reported
in governmental funds only if they have matured. for example, as a result of employee
resignation and rctirements. Employvees carn 6 sick Icave days for each yvear worked.
After 3 years of employment with the District, the entire sum of sick leave accrued
(limited to 30 days) is paid at termination at the rate of $47.50 per day.

Budgets and Budgeting Accounting

The District follows these procedures in cstablishing the budgetary data reflected in
the financial statements.

I. Budgets are required by state law for all funds. Prior to Junc 1. the District
submits to the Board 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 hearings arc conducted to obtain taxpayer comments.

s

Prior to June 30, the budget is adopted by formal resolution of the Board.

4. Expenditures may not legally excced appropriations at the fund level. The District
is authorized to transfer budgeted amounts between departments within any fund:
however, the Board must approve any revisions that alter the total expenditures of
any fund.

5. Formal budgetary integration is cmploved as a management control device during
the year for the General Fund, Special Revenue Funds, Capital Project Fund, Debt
Service Fund and Enterprise (Food Service) Fund.

6. Budgets for the General Fund, Special Revenue Funds, Capital Project Fund, Debt

Service Fund and Enterprise (Food Scrvice) Funds are adopted on a basis
consistent with gencrally accepted accounting principles (GAAP).
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Fund Equity

Net Position/Fund Balances - In the government-wide financial statements and for
the proprictary fund statements, net positions are either shown as invested in capital
asscts net of related debt, with these asscts cssentially being nonexpendable:
restricted when constraints placed on the net position are externally imposed: or
unrestricted.

For the governmental fund presentation. fund balances that arc classified as
“nonspendable” include amounts that cannot be spent because they are either (a) not
in spendable form or (b) legally or contractually required to be maintained intact.
The "not in spendable form" criterion includes items that are not expected to be
converted to cash, for example inventorics and prepaid amounts.

Fund balance should be reported as “restricted” when constraints placed on the use
of rcsources are either (a) externally imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments: or
(b) imposcd by law through constitutional provisions or enabling legislation.

Amounts that can only be used for specific purposes pursuant to constraints imposed
by formal action of the government's highest level of decision-making authority, the
Board of Education, should be reported as “committed”™ fund balance. Those
committed amounts cannot be used for any other purpose unless the government
removes or changes the specified use by taking the same type of action (for
example, legislation, resolution, ordinance) it cmployed to previously commit those
amounts.

Amounts that are constrained by the government's intent to be used for specific
purposcs, but are neither restricted nor committed. should be reported as “assigned™
fund balance. Intent should be expressed by (a) the governing body itself or (b) a
body (a budget or finance committee. for example) or official to which the
governing body has delegated the authority to assign amounts to be uscd for specific
purposes.

For the classification of fund and net asset balances. the District considers an
expenditure to be made from the most restrictive classification first, when more than
onc classification is available.

In the fund financial statements, governmental funds report restrictions of fund
balance for amounts that are not available for appropriation or arc legally restricted by
outside partics for use for a specific purposc.

Restrictions for the District are recorded up to the maximum equity available in the
fund balance and consist of:

Restricted for Debt Service — These reserves are established for amounts set aside for
payments of principal and intcrest on the bonds pavable. Recorded reserves at June
30, 2019 are $78.248.
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Note 2 -

Restricted for the Preschool Program — These reserves are established for amounts
requircd to be sct aside for preschool. There were no recorded reserves at June 30,
2019.

Net Position

Net position represents the difference between assets and deferred outflows of
resources, and liabilities and deferred inflows of resources. Net investment in capital
asscts consists of capital assets, net of accumulated depreciation. reduced by the
outstanding balances of anv borrowing used for the acquisition. construction or
improvements in those assets. Net position is reported as restricted when there are
limitations imposed on its use either through the enabling legislation or through
external restrictions imposed by creditors, grantors or laws or regulations of other
governments. All other net position is reported as unrestricted.

Deposits and Investments
Deposits

The District’s investment policies are approved by the Board of Education and
governed by Colorado statute. The Colorado Public Deposit Protection Act (PDPA)
requires that all units of local government deposit cash in eligible public depositorics:
state regulators determine eligibility. Amounts on deposit in excess of federal
insurance levels must be collateralized. The eligible collateral is determined by the
PDPA. PDPA allows the financial institution to create a single collateral pool for all
public funds. The pool is to be maintained by another financial institution or held in
trust for all uninsurcd public deposits as a group. The market value of the collateral
must be at Icast cqual to 102% of the uninsured deposits.

The District is authorized by Colorado State statutes to invest in the following:

e Obligations of the United States government and certain government agencics
securitics

Certain international agency sccuritics

General obligation and revenue bonds of governmental entitics

Bankers acceptances of certain banks

Commercial paper

Local government investment pools

Written repurchase agreements collateralized by certain authorized sccuritics
Guaranteed investment contracts

Checking with interest savings accounts

Custodial Credit Risk — Custodial credit risk is the risk that in the cvent of a bank
failure, the District’s deposits may not be returned to it. The District does not have a
deposit policy for custodial credit risk. At year-end the District’s bank balance was
$2.070.210. Of the bank balance, $230.000 was covered by FDIC insurance. Deposits
exposed to credit risk are collateralized with securities held by the pledging financial
institution through PDPA. The District’s carrving balance as of June 30, 2019 was
$2.055.035 with the entire amount at Farmers State Bank. The difference between the
District’s carrying balance and bank balance is outstanding checks and deposits in
transit.
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Note 3 - Property Tax

Property taxes attach as an enforceable lien on property as of January |. Taxcs arc
levied in December and are pavable in full by April 30 or in two equal installments
due February 28 and June 15 of the following year. The El Paso County Trecasurer
collects property taxes for all taxing entitics within the Districts boundarics. District
property tax revenues are accounted for in the General and Debt Service Funds.
Property taxes at the fund level are recorded as receivable and deferred revenues at the
time the taxes are assessed. Revenues are recognized as the related ad valorem taxes
arc collected. Additional amounts estimated to be collectible in time to be a resource
for payment of obligations incurred during the fiscal year and therefore susceptible to
accrual in accordance with Generally Accepted Accounting Principles have been
rccognized as revenue.

Notc 4 - Capital Assets

A summary of changes in capital assets follows:
Governmental Activities

Balance Balance
July 1.2018 Additions Deletions June 30,2019
Non-depreciable
asscts:
Land $ 8512 % - 5 - $ 8.512
Const.-in-progress - - - -
Total Non-depreciable Y 8512 § - 3 - $ 8,512
Balance Balance
Julv 1.2018 Additions Delctions June 30,2019
Depreciable Assets:
Buildings & Sites $ 19,041,592 $ 25,138 % - $ 19.066,730
Equipment Furniture
And Fixturcs 705,135 - - 705,135
Vehicles 213.692 - 4.398 209.294
Total Depreciable
Asscts $19960419  § 25138 § 4398 § 19981159

Less accumulated depreciation for:

Buildings & Sites $ 1506672 $ 472512 % - % 1.979.184
Equipment Furniture
And Fixtures 176,473 51,328 - 227.801

Vehicles 160.870 27.148 4.398 183.620
Total Accumulated

Depreciation $ 1844015 § 550988 § 4398 § 2390605
Total Capital Assets,

Net $ 18,124916 $ 3525850 $ - $ 17,599,066

Depreciation expense was charged to functions/programs of the primary government
as follows:
Governmental activities: Regular instruction 3 350,988
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Notc 5 -

Long-Term Debt

The following is a summary of long-term debt:

Balance Balance
Julv 1. 2018 Additions Reductions  June 30, 2019
G.0. Bonds-2008  § 325,000 $ - % 15000 $  310.000
G.0. Bonds-2015 265,000 - 10.000 255.000
Totals G.O Bonds 590,000 - 25,000 365.000
Sick Leave 18.644 - 1.731 16,913
Total Long-Term
Debt $ 608644 $ - $ 26731 $ 581913
Amount of General Obligation Bonds due within one ycar $ 125,000

In October of 2013, the District issued $ 285.000 in general obligation bonds for the
purpose of acquisition, construction. equipping and furnishing a new school. These
bonds bear interest of 3.00% which is payable semi-annually on June | and December
1. The bonds mature on December 1 annually from 2016 through 2034.

The annual debt service requirements of the 2015 General Obligation Bonds arc as
follows:

Principal Interest Total
2020 $ 10,000 $ 7.500 $ 17.500
2021 10,000 7.200 17.200
2022 10,000 6,900 16.900
2023 10,000 6,600 16.600
2024 10,000 6.300 16.300
2025 10,000 6.000 16.000
2026-2031 60,000 25,200 85.200
2032-2034 135.000 12.825 147.825
Total $ 255,000 $ 78525 $ 333525

In March of 2008, the District issucd $ 450,000 in general obligation bonds for the
purposc of acquisition. construction, equipping and furnishing a new school. These
bonds bear interest from 4.80% to 5.00% which is payable semi-annually on Junc |
and December 1. The bonds maturc on December 1 annually from 2008 through 2032.

The annual debt service requirements of the 2008 General Obligation Bonds arc as
follows:

Principal Interest Total
2020 $ 15.000 $ 15.000 $ 30.000
2021 15.000 14.280 29280
2022 20,000 13.440 33.440
2023 20,000 12.480 32.480
2025-2030 85,000 35875 120,875
2031-2033 135.000 17.645 152.645
Total $ 310,000 $ 120,220 $ 430,220
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Notc 6 -

Defined Benefit Pension Plan

Summary of Significant Accounting Policies

Pensions. The District participates in the School Division Trust Fund (SCHDTEF), a
cost-sharing multiple-employer defined benefit pension plan administered by the
Public Employces™ Retirement Association of Colorado ("PERA™). The net pension
liability, deferred outflows of resources and deferred inflows of resourcces related to
pensions, pension expense, information about the fiduciary net position and
additions to/deductions from the fiduciary net position of the SCHDTF have been
determined using the economic resources measurement focus and the accrual basis
of accounting. For this purpose, benefit payments (including refunds of emplovee
contributions) are recognized when due and payablc in accordance with the benefit
terms. Investments are reported at fair value.

The Colorado General Asscmbly passed significant pension reform through Senate
Bill (SB) 18-200: Concerning Modifications To the Public Employees ™ Retirement
Association Hybrid Defined Benefit Plan Necessary to Eliminate with a High
Probability the Unfunded Liability of the Plan Within the Next Thirty Years. The bill
was signed into law by Governor Hickenlooper on June 4. 2018. A brief description
of some of the major changes to plan provisions required by SB 18-200 for the
SCHDTF are listed below. A full copy of the bill can be found online at
www.leg.colorado.gov.

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

Increases employee contribution rates for the SCHDTF by a total of 2 percent (to be
phascd in over a period of 3 vears starting on July 1, 2019).

As specified in C.R.S. § 24-51-413. the State is required to contribute $225 million
cach year to PERA starting on July 1, 2018. A portion of the direct distribution
pavment is allocated to the SCHDTF based on the proportionate amount of 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.

Modifics the retirement benefits, including temporarily suspending and reducing the
annual increase for all current and future retirces, increascs the highest average salary
for cmployees with less than five vears of service credit on December 31, 2019 and
raises the retirement age for new emplovees.

Member contributions, employer contributions, the direct distribution from the State,
and the annual increases will be adjusted based on certain statutory parameters
beginning July 1, 2020, and then cach year thereafter, to help keep PERA on path to
full funding in 30 vears.

2
N



General Information about the Pension Plan

Plan description. Eligible emplovees of the District 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 arc
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 issucs a publicly
available comprehensive annual financial report (CAFR) that can be obtained at
www.copera.org/investments/pera-financial-reports.

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 cligible 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 1s then
annuitized into a monthly benefit based on life expectancy and other actuarial
factors.

The lifetime retirement bencfit for all eligible retiring cmployees 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 vears 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 cmployment 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 3 vears of service
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credit has been obtained and the benefit structurc under which contributions werc
made.

As of December 31, 2018, benefit recipients who elect to receive a lifetime
retirement benefit are generally eligible to receive post-retirement cost-of-living
adjustments in certain years, referred to as annual increases in the C.R.S. Pursuant to
SB 18-200, there arc no annual increascs (Al) for 2018 and 2019 for all benefit
recipients. Thercafter, benefit recipients under the PERA benefit structure who
began eligible employment before January 1, 2007 and all benefit recipicents of the
DPS benefit structure will receive an annual increase, unless PERA has a negative
investment ycar, in which casc the annual increase for the next three vears is the
lesser of 1.5 percent or the average of the Consumer Price Index for Urban Wage
Earners and Clerical Workers (CPI-W) for the prior calendar year. Benefit recipients
under the PERA benefit structurc who began cligible employment after January 1,
2007 will receive the lessor of an annual incrcase of 1.5 percent or the average CPI-
W for the prior calendar vear, not to exceed 10 percent of PERA’s Annual Increase
Reserve (AIR) for the SCHDTF. The automatic adjustment provision may raisc 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 employces once they reach five vears 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 vears of service credit, if deemed disabled.

Survivor bencfits are determined by several factors, which include the amount of
carned 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
rcceive the benefits.

Contributions provisions as of June 30, 2019: Eligible emplovees. the District 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. Eligiblc emplovees 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 arc summarized in the table
below:

January 1. 2018 January 1. 2019
Through Through
December 31, 2018 Junc 30. 2019
Emplover contribution rate 10.15% 10.15%
Amount of employer contribution (1.02)% (1.02)%
apportioned to the Health Care
Trust Fund as specified in C.R.S. §
24-31-208(1)(H)
Amount apportioned to the 9.13% 9.13%
SCHDTF
Amortization Equalization 4.50% 4.50%
Disbursement (AED) as specified in
CRS. §24-51-411
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Supplemental Amortization 3.50% 5.50%
Equalization Disbursement (SAED)
as specified in C.R.S. § 24-51-411

Total employer contribution rate 19.13% 19.13%
to the SCHDTF

Contribution rates for the SCHDTF are expressed as a percentage of salary as
defined mn C.R.S. § 24-51-101(42).

As specified in C.R.S. § 24-51-413, the State is required to contribute $225 million
cach 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. Statc 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 District is statutorily
committed to pay the contributions to the SCHDTF. Employer contributions
recognized by the SCHDTF from the District were $216,165 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 measurced 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 District proportion of the net pension liability was based on the District
contributions to the SCHDTF for the calendar vear 2017 relative to the total
contributions of participating employers and the State as a nonemployer contributing
entity.

At June 30, 2019, the District reported a liability of $3.546.788 for its proportionate
sharc of the net pension liability that rcflected a reduction for support from the State
as a nonemployer contributing entity. The amount recognized by the District as its
proportionate share of the net pension liability, the related support from the State as
a noncmployer contributing entity, and the total portion of the net pension lability
that was associated with the District were as follows:

The District proportionate share of the net pension liability $3.546.788
The State’s proportionate sharc of the net pension liability as $ 426,638
a noncmployer contributing entity associated with the
District

Total $3.973.426
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At December 31, 2018, the District proportion was .0200303669 percent, which was
a decrease of 0.0021878435 from its proportion measured as of December 31, 2017.

For the year ended June 30. 2019, the District recognized pension credit of $415,024
and revenue of $2.491 for support from the State as a nonemployer contributing
entity. At June 30, 2019, the District reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Qutflows Deferred Inflows of

of Resources Resources
Difference bct\\'ccn cxpected and $ 213229 § 2218183
actual experience
Changes of assumptions or other $ 1.525.520 -
inputs
Net difference between projected
and actual carnings on pension $ 385.618 $ 211609

plan investments

Changes in proportion and
differences between contributions $ 20,498 $ 510951
recognized and proportionate
share of contributions

Contributions subsequent to the % HGRER0 N/A
measurement date
Total $ 2.252.903 $ 2,940,743

$108.040 reported as deferred outflows of resources related to pensions. resulting
from contributions subscquent to the measurement date. will be recognized as a
reduction of the net pension liability in the vear 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, 2019:
June 30, 2020 $ (766.376)
June 30, 2021 $ (766.376)
June 30, 2022 $ 89.525
$
$
$

June 30, 2023 380,331
Junc 30, 2024 66.818
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 Entry age
Price inflation 2 .40 percent
Rcal wagc growth 1.10 percent
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Wage inflation
Salary increases, including wage inflation
Long-term investment rate of return, net of pension
plan investment expenses, including price inflation 7.25 percent
Discount rate 4.78 percent
Post-retirement benefit increases:
PERA benefit structure hired prior to 1/1/07;
and DPS benefit structure (automatic) 2.00 percent
compounded
annually

.50 percent
.50 - 9.70 percent

L]

PERA benefit structure hired after 12/31/06
(ad hoc, substantively automatic) Financed by the
Annual Increase
Reserve

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 pereent
Post-retircment benefit increases:
PERA benefit structure hired prior to 1/1/07
and DPS bencfit structure (automatic) 0% through 2019 and
1.5%compounded annually, thercafter
PERA benefit structure hired after 12/31/06
(ad hoc. substantively automatic) Financed by the
Annual Incrcase
Reserve

Healthy mortality assumptions for active members reflect the RP-2014 White Collar
Employee Mortality Table, a table specifically developed for actively working
pcople. To allow for an appropriate margin of improved mortality prospectively. the
mortality rates incorporate a 70 percent factor applied to male rates and a 53 pereent
factor applicd to fcmale rates.

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

Males: Mortality improvement projected to 2018 using the MP-20135 projection
scale. a 93 percent factor applied to rates for ages less than 80. a 113 percent factor
applicd to rates for ages 80 and above. and further adjustments for credibility.

Females: Mortality improvement projected to 2020 using the MP-20135 projection
scale. a 68 percent factor appliced to rates for ages less than 80, a 106 pereent factor
appliced 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 Retirce 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

sl
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workshop and werce adopted by the PERA Board during the November 18, 2016,
Board mecting.

The long-term expected return on plan asscts 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 analvses 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-cstimate
ranges of expected future real rates of return (expected return, net of investment
expense and inflation) were developed for cach major asset class. These ranges were
combined to producc the long-term expected rate of return by weighting the
expected future rcal 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 assct allocation and best estimates of geometric real rates of return
for each major asset class are summarized in the following table:

Asset Class Target 30 Year Expected
Allocation Geometric Real Rate

of Return
U.S. Equity — Large Cap 21.20% 4.30%
U.S. Equitv — 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 Incomc — Developed 1.84% 0.60%
Emerging Market Debt 0.46% 3.90%
Core Real Estate 8.30% 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
71.25%.

Discount rate. The discount rate used to measure the total pension liability was 7.25
percent, The projection of cash flows used to determing 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:

Total covered payroll for the initial projection vear 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
vears, total covered payroll was assumed to increase annually at a rate of 3.50%.

Employce contributions were assumed to be made at the member contribution rates
in effect for cach 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 futurc plan members.

Employer contributions were assumed to be made at rates equal to the fixed
statutory rates specificd in law for each year, including the scheduled increase in SB
18-200. Emplover 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 cach drop 0.50% cvery year until they are zero. Additionally,
estimated employer contributions included reductions for the funding of the AIR and
retiree health care benefits. For futurc 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.

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 cach Division. The annual direct distribution ccases when all
Division Trust Funds arc fully funded.

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

The AIR balance was excluded from the initial fiduciary net position, as. per statutc.
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.

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

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

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 ratc of 3.43 pereent were



Note 7 -

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 District’s proportionate share of the net pension liability to
changes in the discount rate. The following presents the proportionate share of the
nect pension liability calculated using the discount rate of 7.25 percent. as well as
what the proportionate share of the nct pension liability would be if it were
calculated using a discount rate that is -percentage-point lower (6.23 percent) or 1-
percentage-point higher (8.25 percent) than the current rate:

1% Decrease Current 1% Incrcasc
(6.23%) Discount Rate (8.23%)
(7.253%)
Proportionate sharc of the net $4.504,421 $3.546,788 $2.731.027
pension liability

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

Defined Contribution Pension Plan

Voluntary Investment Program

Plan Description - Employces of the District that arc 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 thec PERA Board of Trustecs. PERA issucs a
publicly available comprehensive annual financial report which includes additional
information on the Voluntary Investment Program. That report can be obtained at
www,copera.org/investments/pera-financial-reports.

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 $14.167 the Voluntary Investment Program. The District
contributed $1.800 to employeces 401(k) defined contribution plan.

Defined Benefit Other Post Employment (OPEB) Plan

Summary of Significant Accounting Policies

OPLEB. The District participates in the Hcalth Care Trust Fund (HCTF), a cost-
sharing multiple-emplover defined benefit OPEB fund administered by the Public
Employees™ Retirement Association of Colorado ("PERA™). The net OPEB liability.
deferred outflows of resources 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 thc cconomic resources measurement focus and the accrual basis of
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accounting. For this purpose, benefits paid on behalf of health carc participants arc
recognized when due and/or pavable in accordance with the benefit terms.
Investments are reported at fair value.

General Information about the OPEB Plan

Plan description. Eligible emplovees of the District 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 Asscmbly.
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-insurc, 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 comprchensive annual financial report (CAFR)
that can be obtained at www.copera.org/investments/pera-financial-reports.

Benefits provided. The HCTF provides a health care premium subsidy to cligible
participating PERA benefit recipients and retirees who choose to enroll in one of the
PERA health care plans, however, the subsidy is not available if only enrolled in the
dental and/or vision plan(s). The health carc premium subsidy is based upon the
benefit structure under 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 premium subsidy is allocated between
the HCTF and the Denver Public Schools Health Care Trust Fund (DPS HCTF). The
basis for the amount of the premium subsidy funded by cach trust fund is the
percentage of the member contribution account balance from cach 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 offcred 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 bencfit structure and all retirecs under the DPS
benefit structure are eligible for a premium subsidy. if enrolled in a health care plan
under PERACarc. Upon the death of a DPS benefit structure retirce, no further
subsidy is paid.

Enrollment in the PERACare is voluntary and is available to benefit recipients and
their cligible dependents, certain surviving spouses, and divorced spouses and
guardians, among others. Eligible benefit recipients may cnroll 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 63 vears of age and who arc not entitled to Medicare: the
maximum service-based subsidy is $113 per month for benefit recipients who are 63
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vears of age or older or who arc under 65 vears 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 5
percent reduction in the subsidy for cach 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 arc not
otherwise eligible for premium-frec Medicare Part A for hospital-related services.
CR.S. § 24-51-1206(4) provides an additional subsidy. According to the statute.
PERA cannot charge premiums to benefit recipients without Medicarc 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 cach individual
PERACarc cnrollee, 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.

DPS Benefit Structure

The maximum service-based premium subsidy i1s $230 per month for retirees who
are under 65 years of age and who arc not entitled to Medicare: the maximum
service-based subsidy is $115 per month for retirces who are 65 vears of age or
older or who are under 635 years of age and entitled to Medicare. The basis for the
maximum subsidy. in cach case, is for retirees with retirement benefits based on 20
or more vears of scrvice credit. There is a 3 percent reduction in the subsidy for cach
vear less than 20. The retiree pays the remaining portion of the premium to the
cxtent the subsidy does not cover the entire amount.

For retirces who have not participated in Social Security and who arc not otherwise
cligible for premium-free Medicare Part A for hospital-related services, the HCTF
or the DPS HCTF pays an alternate scrvice-based premium subsidy. Each individual
rctirce mecting these conditions receives the maximum $230 per month subsidy
reduced appropriately for scrvice less than 20 vears. 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
emplovers of the State, School, Local Government, and Judicial Divisions are
requircd 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 pavable to the member and the District is statutorily
committed to pay the contributions. Emplover contributions recognized by the
HCTF from the District were $11,617for 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 District reported a liability of $177.140 for its proportionate
sharc of the net OPEB liability. The net OPEB liability for the HCTF was mcasured



as of December 31, 2018. and the total OPEB liability used to calculate the nct
OPEB liability was determined by an actuarial valuation as of December 31, 2017.
Standard update procedures were uscd to roll-forward the total OPEB liability to
December 31, 2018. The District’s proportion of the net OPEB liability was based
on the District contributions to thc HCTF for the calendar vear 2018 relative to the
total contributions of participating employvers to the HCTF.

At December 31. 2018, the District proportion was 0.0130198434 percent, which
was an increase of 0.0003955383 from its proportion measured as of December 31,
2017.

For the year ended June 30, 2109, the District recognized OPEB expense of $3.678.
At June 30. 2019, the District reported deferred outflows of resources and deferred
inflows of resources related to OPEB from the following sources:

Deferred Qutflows of Deferred Inflows of
Resources Resources
Difference bctwgcn expected § 1267 $ 270
and actual experience
Changes of assumptions or $ 1,039 $ -
other inputs
Net difference between
projected and actual carnings $ 1019 $ 2.039
on OPEB plan investments
Changes in proportion and
dlﬁ'"cr‘cnc&‘-:s between ‘ § 4969 g )
contributions recognized and
proportionate share of
contributions
Contributions subsequent to the $ 3.806 N/A
measurcment date
Total $ 14100 $2.329

$35.806 reported as deferred outflows of resources related to OPEB, resulting from
contributions subscquent to the measurement date. will be recognized as a reduction
of the nct OPEB liability in the vear 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 expensc as follows:

Year ended June 30, 2019:

June 30, 2020 $ 1.376
June 30, 2021 $ 1.376
June 30, 2022 $ 1,006
June 30, 2023 $ 1.005
June 30, 2024 $ 750
Thereafter $ 432
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Actuarial assumptions. The total OPEB 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 increasces, including wage inflation
Long-term investment rate of return,
net of OPEB plan investment expenses,
including price inflation
Discount rate
Health care cost trend rates
PERA benefit structure:
Service-based premium subsidy
PERACarc Mcdicare plans
Mecdicare Part A premiums

DPS benefit structure:
Service-based premium subsidy
PERACarc Medicare plans
Medicare Part A premiums

Entry age

2.40 percent
1.10 percent
3.50 percent

3.50 percent in aggregate

7.25 percent
7.25 percent

0.00 percent
5.00 percent

3.25 percent for 2018,
gradually rising to 5.00

percent in 2023

0.00 percent
N/A
N/A

Calculations are based on the benefits provided under the terms of the substantive
plan in cffect at the time of cach actuarial valuation and on the pattern of sharing of
costs between employers of cach fund to that point.

The actuarial assumptions used in the December 31, 2017, valuations were basced 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. In addition, certain actuarial assumptions pertaining to per capita
health care costs and their related trends are analyzed and reviewed by PERA’s
actuary. as discussed below.

In determining the additional liability for PERACare cnrollees who are age sixty—
five or older and who are not ¢ligible for premium—free Mecdicarc Part A, the
following monthly costs/premiums arc assumed for 2018 for the PERA Benefit
Structure:

Cost for Members Premiums for
Medicare Plan Without Medicare Members

Part A Without

Mcdicarc Part A

Sclf-Funded Medicare Supplement Plans | $736 $367
Kaiser Permanente Medicare Advantage | $602 $236
HMO
Rocky Mountain Health Plans Medicare | $611 $251
HMO
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[ UnitedHealthcare Mcdicare HMO [ 5686 [ $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 arc not cligible for premium—free
Medicare Part A, the following chart details the initial expected value of Medicare
Part A benefits, age adjusted to age 63 for the year following the valuation datc:

Cost for Mecmbers Without

Medicare Plan Medicare Part A
Sclf-Funded Medicare Supplement Plans $289
Kaiser Permanentec Mcdicarc Advantage 300
HMO
Rocky Mountain Health Plans Medicare 270
HMO

UnitcdHealthcareMedicare 400

HMO

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
nceded to project the futurc costs associated with providing benefits to thosc
PERACare cnrollecs not ¢ligible for premium-free Medicare Part A.

Health carc cost trend rates for the PERA benefit structure arc bascd on published
annual health carc inflation surveys in conjunction with actual plan cxperience (if
credible). building block models and heuristics developed by health plan actuarics
and administrators. and projected trends for the Federal Hospital Insurance Trust
Fund (Medicarc Part A premiums) provided by the Centers for Medicare &
Medicaid Services. Effective December 31, 2017, the health care cost trend rates for
Medicare Part A premiums were revised to reflect the current expectation of future
increases in rates of inflation applicable to Medicare Part A premiums.

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

PERACare Medicarc Part A
'Year Moedicare Plans Premiums
2018 5.00% 3.25%
2019 5.00% 3.50%
2020 5.00% 3.75%
2021 5.00% 4.00%
2022 5.00% 4.25%
2023 5.00% 4.50%
2024 5.00% 4.75%
2025+ 3.00% 5.00%
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Mortality assumptions for the determination of the total pension liability for cach of
the Division Trust Funds as shown below are applied, as applicable. in the
determination of the total OPEB liability for the HCTF. Affiliated employvers 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 appropriatc margin of improved mortality
prospectively, the mortality rates incorporatc a 70 percent factor applied to male
rates and a 33 percent factor applied to female rates.

Healthy. post-retirement mortality assumptions for the State and Local Government
Divisions were based on the RP-2014 Hcalthy 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 pereent factor
applied to rates for ages 80 and above, and further adjustments for credibility.

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
applicd 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 Retircc 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.
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The health care cost trend rates for Medicare Part A premiums were revised to
reflect the then-current expectation of future increases 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 vears 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.

Scveral factors were considered in evaluating the long-term rate of return
assumption for the HCTF, including long-term historical data, estimates inherent in
current market data, and a log-normal distribution analysis in which best-cstimatc
ranges of expected future real rates of return (expected return. net of investment
expense and inflation) were developed for cach major assct 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 assct allocation and best estimates of geometric real rates of return
for cach major asset class are summarized in the following table:

Asset Class Target 30 Ycar Expected
Allocation Geometric 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% 3.20%
Non U.S. Equity — Emerging 5.83% 5.40%
Core Fixed Income 19.32% 1.20%
High Yicld 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-tcrm 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 cxpected rate of rcturn assumption of
7.25%.

Sensitivity of the District proportionate share of the net OPEB liability to changes in
the Health Care Cost Trend Rates. The following presents the nct 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 lower or onc percentage point higher than the current rates:
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1% Decrcasc in | Current 1%
Trend Rates Trend Rates Increcasc
in Trend
Rates
PERACarc Medicare trend rate 4.00% 5.00% 6.00%
Initial Medicare Part A trend rate 2.25% 3.25% 4.25%
Ultimate Medicare Part A trend rate | 4.00% 5.00% 6.00%
Net OPEB Liability $171.826 $177.140 $182.454

Discount rate. The discount rate used to mcasurc the total OPEB liability was 7.23
percent. The projection of cash flows used to determine the discount rate applied the
actuarial cost mcthod and assumptions shown above. In addition, the following
methods and assumptions werce 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.

Total covered payroll for the initial projection year consists of the covered pavroll of
the active membership present on the valuation date and the covered payroll of
future plan members assumed to be hired during the vear. In subsequent projection
years, total covered payroll was assumed to incrcasc annually at a rate of 3.50%.

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

Emplover 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.

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

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

Based on the above assumptions and mecthods, 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 usc the municipal bond index rate. and thercfore. the
discount ratc is 7.25 percent.

Sensitivity of the District’s proportionate share of the net OPLB liability 1o 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 pereent) or |-percentage-point
higher (8.25 percent) than the current rate:
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| % Decrease Current Discount 1% Increase (8.23%)
(6.25%) Rate (7.25%)

Proportionate $198.397 $177.140 $159.426
share of the nct
OPEB liability

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
www.copera.org/investments/pera-financial-reports

Note 8 - Joint Ventures

The District participates in with the Pikes Pcak Board of Cooperative Educational
Services (BOCES). The District has one member on the Board. which is selected by
participating districts. This Board has final authority for all budgeting and financing of
the joint venture. The District’s June 30, 2019 contribution amounted to $77.630.

The District’s share of annual contributions to the joint venture was approximately 8%
for the year ended June 30, 2019. Complete financial statements for BOCES can be
obtained at their administrative offices at 2883 South Circle Drive, Colorado Springs,
Colorado 80906.

Note 9- Auditor’s Integrity Report

The Colorado Department of Education requires the inclusion of the Auditor’s
Integrity Report as a supplemental schedule to the audited financial statements. The
report is bascd on a prescribed basis of accounting that demonstrates compliance with
the financial policies and procedures of the Colorado Department of Education.

Note 10- Risk Management

The District participates in Colorado School District Self-Insurance Pool. The pool is
a scparate legal cntity established by the member school districts pursuant to the
provisions of Colorado Revised Statute and the Colorado Constitution. In 1985, the
District Board approved a resolution that authorized the District to participatc in the
pool. The District has participated cach vear since then.

It is the intent of the members of the Pool to create an entity in perpetuity which will
administer and use funds contributed by the members to defend and indemnify. in
accordance with the bylaws, anv member of the Pool against stated liability or loss to
the limit of the financial resources of the Pool.

It is also the intent of the members to have the Pool provide continuing stability and
availability of needed coverage at rcasonable cost. All income and asscts of the Pool

shall be at all times dedicated to the exclusive benefit of its members.

The Pool is a separate legal entity and the District does not approve budgets nor docs it
have the ability to significantly affect the operations of the unit.

Complete financial statcments for the Pool can be obtained at their offices.
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Note 11 -

Note 12 -

Note 13 -

Note 14-

The District is exposed to various risks of loss related to torts, thefts of damage to. or
destruction of assets: errors or omissions: injurics to volunteers: or acts of God. The
District maintains commercial insurance coverage for general liability, workers
compensation, property, vehicle damage and liability. umbrella. management liability
and public official bond. The District did not have any claim settlements in excess of
coverage for the last three years.

Interfund Transactions

The following identifies cash transfers from the General Fund to the Food Service
Fund at June 30, 2019:

Fund Transfer from Transfer to
General Fund $ 26.192
Food Scrvice Fund $ 26,192

Accrued Teachers’ Salaries and Employee Benefits

Teachers™ contracts arc for a nine or ten-month period: but are paid in twelve equal
payments. At the end of the fiscal vear an accrual exists for the difference between the
amounts duc on the contract and the amounts paid.

Operating Leases

The District has entered into operating lcascs for several copiers and printers. Monthly
rentals are $1.381. Leasc expense as of June 30, 2019 was $16.572. The minimum
annual rental commitments under these leascs are as follows:

Ycar ended June 30:

2020 $ 16372
2021 16.572
Total $ 33,144

Commitments and Contingencies

State of Colorado — The District has undergone an audit by the State of Colorado for
pupil counts and educational expenditures in regards to the District’s on-line education
program. Any disallowed per pupil funding as a result of this audit. including amounts
alrcady collected, may constitute a reduction in statc cqualization to the District. The
amount of expenditures and pupil counts, which were disallowed by the state, will be
reduced from future state cqualization allocations.

Grants — Amounts received or receivable from grantor agencies are subject to audit
and adjustment by grantor agencies. principally the Federal government and State of
Colorado. Any disallowed claims. including amounts already collected, may constitute
a liability of the applicable funds. The amount. if any. of expenditures which may be
disallowed by the grantor cannot be determined at this time. although the District
expects such amounts, if any. to be immaterial.

Tabor - In November 1992, the voters of Colorado approved Amendment I,
commonly known as the Taxpayer's Bill of Rights (TABOR). which adds a new
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Note 15 -

Section 20 to Article X of the Celorado Constitution. TABOR contains tax, spending,
revenuc and debt limitations, which apply to the State of Colorado and all local
governments, including school districts.

The District’s financial activity provides the basis for calculation of future limitations
adjusted for allowable increases tied to inflation and cnrollment growth. Subsequent
to 1992, revenues in excess of the District’s “spending limit™ must be refunded unless
voters approve the retainage of such excess revenue. TABOR generally requires voter
approval for any new tax. tax incrcascs. and new debt.

On November 4, 1997, the voters of the district approved a referendum for Edison
School District 34JT. The voters authorized the district to collect, retain and expend all
revenues and other funds collected during 1998 and each subsequent year from any
source notwithstanding the limitations of Article X, section 20 of the Colorado
constitution, effective Januvary 1. 1998, provided however, that no property tax mill
levy shall be increased at any time nor shall any new tax be imposcd without the prior
approval of the voters of Edison School District 34JT. TABOR is complex and subject
to interpretation. Ultimate implementation may depend upon litigation and legislative
guidance.

As of Junc 30, 2019 for budgetary purposes the District reserved $81.000 n the
General Fund.

Evaluation of Subsequent Events
The District’s management has evaluated subscquent events through October 4.
2019 (the date of the financial statcments were available to be issued) and concluded

that no subscquent events have occurred that would require recognition in the
financial statements or disclosure in the notes to the financial statcments.
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Revenues
Local sources
Property taxes
Specilic ownership taxes
Delinquent taxes and interest
Tuition
Other local sources
Interest on investments
Total local sources
State sources
State equalization
Transportation
Other state sources
Total state sources
Federal sources
Reap grant
Other federal sources
Total federal sources
Total revenues

Expenditures
Instruction and supporting services

Regular & special education instruction
Cocurricular activities
Student services
Instructional staff
General administration
School administration
Support services - business
Operations and maintenance
Student transportation
Support services - central
Pikes Peak BOCES
Facilities acquisitions
Contingency

Total expenditures

Excess(deficiency) of revenues over expenditures
Other financing sources (uses)
Transfer in
Transfer out
Total other financing sources (uses)
Excess (deficiency) of revenues over expenditures
and other sources (uscs)
Fund balances at beginning of year
Fund balances at end of year

See accompanying independent auditors' report.

Edison School District 54JT
General Fund

Statement of Revenues, Expenditures and Changes in Fund Balance-Budget and Actual
Fiscal Year Ended June 30, 2019

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual Amounts (Negative)

$ 153,507 142,118 $ 141,727 $ (391)
8.810 8,810 17,820 9,010

300 300 432 132

2,000 2,000 2,249 249
36,618 36,618 63,283 28.665
20,000 36,000 40,235 4,235
221,235 225.846 267,746 41,900
2,583,584 2,618,813 2,473,152 (145.661)
30,475 25,597 24,766 (831)
132,252 117,360 141,006 23.646
2,746,311 2,761.770 2,638,924 (122.846)
31,197 39.048 30,487 (8,561)
20,778 20,778 33.809 13,031
51,975 59.826 64,296 4.470
3.019,521 3,047,442 2,970,966 (76.476)
1,510,196 1,576,257 1,442,299 133,958
78.013 78.013 73.175 4,838
31.197 39,048 30.487 8.561
32,068 32,068 30.998 1,070
88.461 90,014 91,873 (1,859)
86.696 86,696 91,655 (4,959)
197,713 199,913 216,295 (16,382)
409.289 444,653 371.862 72,791
138,182 143,645 119,742 23,903
69.985 76,703 82,359 (5.656)
39,256 48,944 77,630 (28,686}
214,357 174,357 27.895 146,462
1,298,463 1,497,719 - 1,497,719
4,193,876 4,488,030 2,656,270 1,831,760
(1.174,355) (1.440,588) 314,696 1,755,284
(59.378) (24.253) (26,192) (1,939)
(59,378) (24.253) (26,192) (1,939)
(1,233,733) (1,464.841) 288,504 1,753,345
1,233,733 1,464.841 1,464,841 -
3 - - $ 1.753.345 $ 1.753.345
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Edison School District 54JT
Food Service Fund
Statement of Revenues, Expenditures and Changes in Fund Balance-Budget and Actual
Fiscal Year Ended June 30, 2019

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)

Revenues
Local sources

Student and adult lunch sales $ 10,250 by 12,200 3 15,016 $ 2,816

Other 179 179 294 115
Total local sources 10,429 12,379 15,310 2,931
State sources

Start smart nutrition program 200 600 733 133

Other programs 150 900 1,395 495
Total state sources 350 1,500 2,128 628
Federal sources

National breakfast and lunch program 37,000 27,000 47,828 20,828

Other federal programs 6,000 36,000 4,057 (31.,943)
Total federal sources 43,000 63,000 51,885 (11,115)
Total revenues 53,779 76,879 69,323 (7.556)
Expenditures

Current:

Salaries and benefits 55,657 55,656 58,685 (3.029)

Purchase services 500 500 639 (139)

Supplies 3,000 2,500 2,754 (254)

Food costs 42,500 58,000 46,725 11,275

Other 11,500 500 1,860 (1,360)

Contingency - - - -
Total expenditures 113,157 117,156 110,663 6,493
Excess(deficiency) of revenucs over expenditures (59,378) (40,277) (41,340) 9,424
Other financing sources (uses)

Transfer in(out) - - “ =

Transfer in(out) 59,378 24,252 26,192 1,940
Total other financing sources (uses) 59,378 24,252 26,192 1,940
Excess (deficiency) of revenues over

expenditures and other sources (uses) - (16,025) (15,148) 11,364

Fund balance at beginning of year 16,025 16,025 16,025 -
Fund balance at end of year $ 16,025 $ - $ 877 $ 11,364

See accompanying independent auditors' report.
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Edison School District 54JT
Pupil Activity Fund

Statement of Revenues, Expenditures and Changes in Fund Balance-Budget and Actual

Fiscal Year Ended June 30, 2019

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)

Revenues
Local sources

Student activities $ 24,000 $ 24,000 25410 1,410

Interest on investments - - - -
Total local sources 24,000 24,000 25.410 1.410
Expenditures

Current:

Cocurricular activities 25,500 25,500 24,335 1,165

Contingency - - - -
Total expenditures 25,500 25,500 24335 1,165
Excess(deficiency) of revenues over expenditures (1,500) (1,500) 1,075 2,575
Other financing sources (uses)

Transfer in - - - -

Transfer out - - - -
Total other financing sources (uses) - - - -
Excess (deficiency) of revenues over

expenditures and other sources (uses) (1,500) (1,500 1,075 2,575

Fund balance at beginning of year 1,500 1,500 18,319 16,819
Fund balance at end of year ¥ - $ - 19.394 19,394

See accompanying independent auditors’ report.
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Edison School District 54JT
Schedule of the District's Proportionate Share of the Net OPEB Liability
Last 10 Fiscal Years

2018 2017

District' proportion (percentage) of the

collective net OPEB liability 0.0130198434% 0.0126243051%
District's proportionate share of the

collective OPEB liability 177,140 164,065
Covered payroll 1,101,177 1,024,900
District's proportionate share of the net OPEB

liability as a percentage of it's covered payroll 621.64% 624.69%
Plan fiduciary net OPEB as a percentage of the

total pension liability 17.03% 17.53%

The amounts presented for each fiscal year were determined as of December 31.

See the accompanying Independent Auditors' Report
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Edison School District 54JT

Schedule of Contributions and Related Ratios - OPEB

As of June 30,
Statutorily required contributions

Contributions in relation to the statutorily
required contributions

Contribution deficiency (excess)
Covered payroll

Contribution as a percentage of
covered payroll

See the accompanying Independent Auditors' Report

Last 10 Fiscal Years
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2019 2018
b 11,530 % 10,865
11,530 10,865
$ 5 s
1,130,428 1,060,246
1.02% 1.02%
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Edison School District 54JT
Debt Service Fund
Statement of Revenues, Expenditures and Changes in Fund Balance-Budget and Actual
Fiscal Year Ended June 30, 2019

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
Revenues
Local sources

Property taxes $ 44,902 $ 44,902 $ 56.644 $ 11,742

Delinquent taxes and interest - - - -

Other - - - -
Total local sources 44,902 44,902 56,644 11,742
Expenditures

Dcbt Service:

Interest expense 23,520 23,520 23,520 -

Principal 25,000 25.000 25,000 -

Other 550 550 550 -

Contingency 66,506 66.506 - 66.506
Total debt service 115,576 115,576 49,070 66.506
Excess(deficiency) of revenues over expenditures (70,674) (70,674) 7.574 78.248
Other financing sources (uses)

Transfer out - - - -
Total other financing sources (uses) - - - -
Excess (deficiency) of revenues over

expenditures and other sources (uses) (70,674) (70,674) 7.574 78,248
Fund balance at beginning of year 70,674 70,674 70,674 -
Fund balance at end of year $ - $ - $ 78.248 $ 78.248

See accompanying independent auditors' report.
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