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Hoelfing & Companu, Inc.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Education
Cripple Creek - Victor School District RE-1

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Cripple Creek - Victor School District RE-1, as of and
for the year ended June 30, 2016, 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 includes
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 due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 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 effectiveness of the entity’s
internal control. Accordingly, we express 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.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Cripple Creek - Victor School District RE-1, as of June 30, 2016, 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.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary information as listed 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. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Cripple Creek - Victor School District RE-1’s basic financial statements. The combining
and individual fund statements and schedules are presented for purposes of additional analysis and are not
a required part of the basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirement, Cost Principles, and Audit Requirements for Federal Awards,
and is also not a required part of the basic financial statements.

The combining and individual fund statements and schedules and the schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic 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 directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining and individual fund statements
and schedules and the schedule of expenditures of federal awards are fairly stated in all material respects
in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 28,
2017, on our consideration of the Cripple Creek - Victor School District RE-1’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Cripple Creek - Victor School District RE-1’s internal control over financial reporting and compliance.

Colorado Springs, Colorado
February 28, 2017
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Required Supplementary Information (RSI)
June 30, 2016

The discussion and analysis of Cripple Creek — Victor School District RE-1’s (the “District”) financial
performance provides an overall review of the district’s financial activities for the fiscal year ended June
30, 2016. The intent of this discussion and analysis is to look at the District’s financial performance as a
whole. Readers should also review the financial statements, financial statement footnotes, budgetary
comparison schedules and additional supplementary information to broaden their understanding of the
District’s financial performance.

Financial Highlights

The district’s budget is decreasing due to a reduction in the EAV — Estimated Assessed Valuation and
the district becoming subject to the Colorado Department of Education’s negative factor in per pupil
funding formulas. Any increases in revenue are generally used to offset the cost of salary and benefits
for additional staff and/or programs. The District continues to try to maintain a healthy fund balance in
the General Fund in order to offset the declining revenue streams however the District may have to
depend on fund balances to get through these periods of decreased revenue. The District budgets
sufficient contingencies greater than required by law to cover any unanticipated operational needs.

Using the Basic Financial Statements

The basic financial statements consist of the Management Discussion and Analysis (this section) and a
series of financial statements and notes to those statements. These statements are organized so that
the reader can first understand the District as an entire operating entity. The statements then proceed to
provide an increasingly detailed look at specific financial activities.

The first two statements are government-wide financial statements - the Statement of Net Position and
the Statement of Activities. Both provide long and short-term information about the District's overall
financial status.

The remaining statements are fund financial statements that focus on individual parts of the District’s
operations in more detail. The governmental fund statements tell how general District services were
financed in the short term as well as what remains for future spending. Fiduciary fund statements provide
information about financial relationships where the District acts solely as a trustee or agent for the benefit
of others to whom the resources in question belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.

Financial Analysis of the District as a Whole

The District’s total net position was $1,552,548 as of June 30, 2016. This is a $463,147 decrease over
the restated net position reported in 2015. The District implemented GASB Statement No. 68, Accounting
and Financial Reporting for Pensions, effective July 1, 2014. This statement establishes standards of
accounting and financial reporting for defined benefit pensions and defined contribution pensions
provided to the employees of state and local governmental employers through pension plans that are
administered through trusts or equivalent arrangements. As a result, net position at June 30, 2015 and
2016, was restated to reflect the cumulative effect of adopting the standards.

The District's Governmental net position decreased due to a lower EAV- Estimated Assessed Valuation.
The District lost $677,342 in property taxes and tried maintain spending at last year’s level or with a slight



increases. The Community Child Care Partnership grant resulted in additional funding but also a higher
Community Services expense for the District.

Government-Wide Financial Statements

The government-wide statements report information about the District as a whole using accounting
methods similar to those used by private businesses. The statements of net position include all of the
government’s assets and liabilities. All of the current year’s revenues and expenses are accounted for
in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the District’s net position and how they have changed. The
change in net position is important because it tells the reader that for the School District as a whole, the
financial position of the School District has improved or diminished. The causes of this change may be
the result of various factors, some financial, some not. Non-financial factors include facility conditions
and required educational programs.

In the Statement of Net Position the District has governmental Activities:

Governmental Activities — The maijority of the District’s programs and services are reported here including
instruction, support services, operations and maintenance of plant, pupil transportation and
extracurricular activities.

A condensed summary of the District’'s Net Position is as follows:

Condensed Statement of Net Position

2016 2015
Governmental Governmental
Activities Activities
Current Assets 4,589,101 4,666,197
Non-Depreciable Assets 35,430 0
Depreciable Assets 21,939,972 21,577,672
Accumulated
Depreciation (7,132,856) (6,587,404)
Total Assets 19,431,647 19,656,465
Deferred Charge on
Refunding 502,479 555,371
Deferred Pension
Outflows 1,258,331 540,365
Total Deferred Outflows 1,760,810 1,095,735
Current Liabilities 380,991 389,027
Long-term Liabilities 8,898,120 9,409,436
Net Pension Liability 10,065,218 8,938,042
Total Liabilities 19,344,329 18,736,505
Deferred Pension Inflows 295,580 -
Total Deferred Inflows 295,580 -
Net Investment in Capital
Assets 6,013,646 5,651,875
Restricted Net Position 1,482,527 1,441,828
Unrestricted Net Position (5,943,625) (5,078,008)
Total Net POSITION 1,552,548 2,015,695




Most of the district’s net position is invested in capital assets (buildings, land, and equipment). The
remaining net position is a combination of restricted and unrestricted amounts. The restricted balances
are primarily amounts legally restricted for TABOR emergencies and for debt repayment.

A condensed Statement of Activities is as follows:

Condensed Statement of Activities

2016 2015
Governmental Governmental
Activities Activities

Program Revenues
Charges for Services 81,419 132,698
Operating Grants 1,636,759 1,533,262
Capital Grants - -
Total Program Revenues 1,718,178 1,665,960
General Revenue
Taxes 4,989,417 5,666,759
Intergovernmental - -
Investment Income 8,474 366
Miscellaneous 183,161 92,381
Total General Revenues 5,181,052 5,759,506
Total Revenues 6,899,230 7,425,466
Expenses
Instruction 3,646,650 3,648,839
Supporting Services 1,955,488 1,929,655
Facilities acquisition &
Construction 21,362 23,855
Community Services 440,914 84,177
Interest & Fiscal Chgs 272,559 428,949
Food Service 178,649 175,289
Unallocated Depreciation 545,452 540,549
Total Expenses 7,061,074 6,831,313
Operating Transfers -
Change in Net Position (161,844) 594,153
Net Position — July 1, restated 1,714,392 1,421,542
Net Position - Ending June 30 1,552,548 2,015,695




Reporting the District’s Most Significant Funds

The analysis of the District’'s major funds begins on page 36 of the audit report. Fund financial reports
provide detailed information about the School District's major funds. The District’s major funds are the
General, Federal Grants, Head Start, and Bond Redemption Funds.

Governmental Funds. Most of District’s activities are reported in the governmental funds, which focus
on how money flows into and out of those funds and the balances left at year-end available for spending
in future periods. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash.
The governmental fund statements provide a detailed short-term view of the District's general
government operations and the basic services it provides. Governmental fund information helps you
determine whether there are more or fewer financial resources that can be spent in the near future to
finance educational programs. The relationship between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds is reconciled in the
financial statements of the Governmental Funds. The District's governmental funds consist of the
General, Federal Grant, Capital Reserve, Student Activity, Head Start, and Bond Redemption Funds and
Food Service. The General Fund accounts for the majority of the District’s instruction and support
operations. The Federal Grants Fund accounts for all Federal funded grants the district has with the
exception of the Head Start Fund which stands alone. The Capital Reserve Fund accounts for the
District’s statutorily required allocation of per pupil funding for capital needs, the Student Activity Fund
accounts for the District’'s student clubs and organizations, the Head Start Fund accounts for its early
childhood federally funded program and the Bond Redemption Fund accounts for the repayment of the
District’s bonded debt.

Fiduciary Funds. Fiduciary funds are not reflected in the government-wide financial statement because
the resources of those funds are not available to support the District's own programs. The accounting
used for fiduciary funds is much like that used for proprietary funds. The District’s fiduciary fund is the
Scholarship Agency Fund. The Scholarship Agency Fund accounts for scholarship funds for which a
formal trust agreement has not been established.

Fund Financial Statements

As of June 30, 2016, the District's governmental funds reported a combined fund balance of $3,950,461
which is an increase of $17,390 from the June 30, 2015 balance. The following is additional information
by fund which contributed to the change.

General Fund equity decreased from 2015 to 2016 by $144,150. This decrease is attributable to a
decrease in EAV — Estimated Assessed Value and a slight increase in expenses. The district will be
watching this fund closely in the coming years to make sure our fiduciary responsibilities are met.

Federal Grants Fund was initiated this year at the auditor’s request. It was implemented midyear as the
new financial software program went live. This fund receives all federal dollars and will record all expense
attributed to these grants.

Head Start Fund equity remained constant as this operation is designed to operate on a break even
basis. A grant for Child Care Partnership was awarded mid-year which increased the revenue/expense
of this fund.

The Debt Service Fund refunded bonds and used monies available in this fund to pay down debt and
lower the number of years the district pays on these bonds.



The Food Service Fund continues to receive transfers from the general fund to offset the cost of
operations.

Capital Assets
As of June 30, 2016 the District had a net of $14,842,546 invested in a broad range of capital assets,
including buildings and improvements, transportation and other equipment. A summary of the District’s

Capital Assets is as follows:

Governmental Activity Capital Assets

Governmental Activities Balance 2015 Additions Adjustments / Balance 2016
(Deletions)
Capital Assets not Being
depreciated
Construction in Progress - 35,430 - 35,430
Buildings and Improvements 20,370,499 20,370,499
Transportation Equipment 1,207,173 362,300 1,569,473
Total Capital Assets 21,577,692 362,300 21,939,972
Less Accumulated
Depreciation
Buildings and Improvements (5,682,719) (468,631) (6,151,350)
Transportation Equipment (904,685) (76,821) (981,506)
Total Accumulated
Depreciation (6,587,404) (7,132,856)
Net Capital Assets 14,990,268 (147,722) 14,842,546

Debt Administration

As of June 30, 2016 the District had total outstanding long-term obligations as follows:

Balance 06/30/15 | Additions Deletions Balance 06/30/16
General
Obligation Bonds 8,680,000 - 685,000 7,995,000
Deferred Amounts
Bond Premium 658,393 - 86,250 572,143
Total General
Obligation Bonds
Payable 9,338,393 - 771,250 8,567,143
Capital Leases
Payable:
Copiers/Printer - 331,250 69,493 261,757
Compensated
Absences: Leave
Liability 71,043 - 1,823 69,220
Total Long-term
Obligations 9,409,436 7,090,362 842,566 8,898,120

Additional information related to the District’s debt can be found in Note 8 to the financial statements.




General Fund Budget

The Board of Education adopts the District’s preliminary budget in June of each year. Changes are made
after October 1, when the student enroliment is finalized. The final budget is adopted by January 31st.
The adoption of supplemental budgets is allowed throughout the year when unanticipated additional
revenues are received. The maijority of changes to the General Fund budget are in the area of salary
and benefits due to staff changes. Program funding is based upon student enroliment on October 1st of
each year. This per pupil funding is a combination of Property Tax, State Equalization and Specific
Ownership Tax.

The Future of the District

The Board of Education and District Administration feel it is important to maintain and continue a strong,
stable budget. Beginning fund balances in the General and Capital Reserve Funds need to be increased
to ensure two things: 1) sufficient operating capital; and 2) allow enough of a reserve to allow upkeep
and maintenance of buildings and grounds. Bond funds have been conservatively invested through UMB.
Like many other school districts in the state the Cripple Creek—Victor School District is suffering from a
decline in enrolliment and severe rescissions being mandated by the state. The Board of Education and
District Administration are diligent in their efforts to embrace creative budgeting ideas. With the
completion of the remodel of the secondary building there has been a renewed interest and a new
optimism for the district. The Board and District Administration believe that by providing excellence in
education in a safe environment that is conducive to learning; the District will benefit from increased
student enroliment and continued community support.

Requests for Information
This financial report is designed to provide a general overview of the Cripple Creek — Victor School District
RE-1’s finances for all those with an interest in the government's finances. Questions concerning any of

the information provided in this report or requests for additional financial information should be addressed
to the Fiscal Manager, P O Box 897, Cripple Creek, Colorado 80813-0897.

Vi
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ASSETS

Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable

Grants receivable

Taxes receivable

Inventory and other assets

Capital assets, not being depreciated
Capital assets, net of depreciation

Total assets

CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
STATEMENT OF NET POSITION

JUNE 30, 2016

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding
Deferred pension outflows

Total deferred outflows of resources

LIABILITIES

Accounts payable
Accrued salaries and benefits
Accrued interest
Long-term liabilities
Due within one year

Long-term debt

Due in more than one year
Compensated absences

Long-term debt

Net pension liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES

Deferred pension inflows
Total deferred inflows of resources

NET POSITION
Net investment in capital assets

Restricted for:

Emergency reserve (TABOR)

Debt service
Unrestricted

Total net position

Governmental
Activities

$ 2,793,693
1,308,177
2,424

106,111
375,494

3,202

35,430
14,807,116

19,431,647

502,479
1,258,331

1,760,810

30,364
326,312
24,315

768,084

69,220

8,060,816
10,065,218

19,344,329

295,580

295,580

6,013,646

161,000
1,321,527
(5,943,625)

$ 1,552,548

The accompanying notes are an integral part of these financial statements.
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Functions/Programs
Governmental activities:
Instruction

Supporting services
Food service operations
Community services
Facilities acquisition and construction
Interest and fiscal charges
Unallocated depreciation

Total governmental activities

CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Net (Expense)
Revenue and
Change in Net
Program Revenue Position
Operating Capital Grants
Charges for Grants and and Governmental
Expenses Services Contributions Contributions Activities
$ 3,646,650 $ 54,763 $ 1,513,275 $ - $ (2,078,612)
1,955,488 - - - (1,955,488)
178,649 26,656 123,484 - (28,509)
440,914 - - - (440,914)
21,362 - - - (21,362)
272,559 - - - (272,559)
545,452 - - - (545,452)
$ 7,061,074 $ 81,419 $ 1,636,759 $ - (5,342,896)
General revenues:
Property taxes 4,514,032
Specific ownership taxes 475,385
Investment earnings 8,474
Miscellaneous 183,161
Total general revenues 5,181,052
Change in net position (161,844)
Net position - beginning, as restated 1,714,392
Net position - ending $ 1,552,548

The accompanying notes are an integral part of these financial statements.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2016
Governmental
Designated Bond Total
Purpose Grants Head Start Redemption Governmental
General Fund Fund Fund Fund Funds
ASSETS
Cash and cash equivalents $ 2,705,423 - 42,774 $ - 2,793,693
Restricted cash and cash equivalents - - - 1,308,177 1,308,177
Accounts receivable 2,424 - - - 2,424
Grants receivable - 80,377 13,140 - 106,111
Taxes receivable 298,067 - - 77,427 375,494
Due from other funds 156,925 49,527 - - 426,900
Inventories - - - - 3,202
Total assets $ 3,162,839 129,904 55,914 $ 1,385,604 5,016,001
LIABILITIES
Accounts payable $ 20,721 - 6,435 $ - 30,364
Accrued salaries and benefits 303,854 6,749 15,709 - 326,312
Due to other funds 269,975 123,155 33,770 - 426,900
Total liabilities 594,550 129,904 55,914 - 783,576
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue-property taxes 217,887 - - 64,077 281,964
Total deferred inflows of resources 217,887 - - 64,077 281,964
FUND BALANCES
Nonspendable - - - - 3,202
Restricted for:
Emergency reserve (TABOR) 161,000 - - - 161,000
Debt service - - - 1,321,527 1,321,527
Assigned for:
Food service operations - - - - 37,395
Student activities - - - - 42,288
Capital projects - - - - 195,647
Unassigned 2,189,402 - - - 2,189,402
Total fund balances 2,350,402 - - 1,321,527 3,950,461
Total liabilities, deferred inflows of resources,
and fund balances $ 3,162,839 129,904 55914 $ 1,385,604 5,016,001

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



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
JUNE 30, 2016

Amounts reported for governmental activities in the statement of net position are different
because:

Total fund balance - governmental funds $ 3,950,461

Capital assets used in governmental activities are not current financial resources and
therefore are not reported in the funds, but are reported in the governmental activities of
the statement of net position. 14,842,546

Property tax receivable is not available to pay current period expenditures and therefore
is not reported in this fund financial statement, but is reported in the governmental
activities of the statement of net position. 281,964

Deferred charges on refunding are not due and payable in the current period and are not
included in the fund financial statement, but are included in the governmental activities
of the statement of net position. 502,479

Other long-term assets are not available to pay for current period expenditures and,
therefore, are reported as deferred outflows of resources.

1,258,331
Accrued interest is not due and payable in the current period, and therefore is not
reported as a liability in the funds. (24,315)
Net pension liability is not due and payable in the current period and, therefore, is not
reported in the funds. (10,065,218)
Other long-term liabilities are not due and payable in the current period and, therefore,
are reported as deferred inflows of resources. (295,580)
Long-term liabilities, including bonds payable, are not due and payable in the current
period and are not included in the fund financial statement, but are included in the
governmental activities of the statement of net position. (8,898,120)
Net position of governmental activities in the statement of net position $ 1,552,548

The accompanying notes are an integral part of these financial statements.
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REVENUES
Local sources
State sources
Federal sources

Total revenues

EXPENDITURES
Instruction
Supporting services
Food service operations
Community services
Facilities acquisition & construction
Debt service

Total expenditures
Excess (deficiency) of revenues over
expenditures
OTHER FINANCING
SOURCES (USES)
Transfers in (out)
Proceeds from capital leases

Total other financing sources (uses)

Net change in fund balances

Fund balances - beginning

Fund balances - ending

CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Governmental

Designated Bond Total Total
Purpose Head Start Redemption Nonmajor Governmental

General Fund Grants Fund Fund Fund Funds Funds
$ 4,375,497 $ - $ - $ 1,050,239 $ 78,618 § 5,504,354
239,829 - - - 2,778 242,607
102,219 217,519 851,319 - 120,707 1,291,764
4,717,545 217,519 851,319 1,050,239 202,103 7,038,725
2,766,482 179,186 401,530 - 35,592 3,382,790
2,152,163 38,333 2,457 - - 2,192,953
- - - - 178,650 178,650
- - 447,332 - - 447,332
- - - - 87,842 87,842
69,493 - - 993,525 - 1,063,018
4,988,138 217,519 851,319 993,525 302,084 7,352,585
(270,593) - - 56,714 (99,981) (313,860)
(204,807) - - - 204,807 -
331,250 - - - - 331,250
126,443 - - - 204,807 331,250
(144,150) - - 56,714 104,826 17,390
2,494,552 - - 1,264,813 173,706 3,933,071
$ 2,350,402 $ - $ - $ 1,321,527 $ 278,532 $ 3,950,461

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



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Amounts reported for governmental activities in the statement of activities are different
because:

Net change in fund balances - total governmental funds: $ 17,390

Governmental 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 by which depreciation exceeded

capital outlays in the current period. (147,722)

Governmental funds do not present property tax revenues that are not available to pay
current obligations. In contrast, such revenues are reported in the statement of
activities when earned. (89,058)

Interest expense is reported when incurred in the statement of activities but is not
reported in the funds until paid. 2,608

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current
financial resources of the governmental funds. Also, governmental funds report the
effect of premiums, discounts, and similar items when debt is first issued, whereas
these amounts are deferred and amortized in the statement of activities. This amount
is the net effect of these differences in the treatment of long-term debt and related

items. 456,601
Governmental funds measure compensated absences by the amount of financial

resources used, whereas these expenses are reported in the statement of activities
based on the amounts incurred during the year. 1,823

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in the
governmental funds. (403,486)

Change in net position of governmental activities $ (161,844)

The accompanying notes are an integral part of these financial statements.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUND
JUNE 30, 2016

ASSETS
Cash and cash equivalents

Total assets

LIABILITIES
Accounts payable

Total liabilities
NET POSITION
Held in trust for individuals

Expendable

Total net position

The accompanying notes are an integral part of these financial statements.
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5,328

5,328

5,328
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUND
FOR THE YEAR ENDED JUNE, 30 2016

Private-
Purpose
Trust Fund
ADDITIONS
Investment income $ -
Total additions -
DEDUCTIONS
Scholarship awards -
Total deductions -
Change in net position -
Net position - beginning 5,328
Net position - ending $ 5,328

The accompanying notes are an integral part of these financial statements.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cripple Creek - Victor School District RE-1 (the District) of Teller County was organized by a vote of qualified
electorate in 1959, under the provisions of the Colorado School Organization Act of 1957.

The District operates under an elected Board of Education with five members and provides educational services
to approximately 384 students.

The financial statements of Cripple Creek - Victor School District RE-1 have been prepared in accordance with
generally accepted accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is
responsible for establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). The more significant accounting policies established in GAAP and used by the District are discussed
below.

A. DESCRIPTION OF GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the primary government and its component units. All fiduciary
activities are reported only in the fund financial statements. Governmental activities, which normally are supported
by taxes, intergovernmental revenues, and other non-exchange transactions, are reported separately from business-
type activities, which rely to a significant extent on fees and charges to external customers for support. Likewise, the
primary government is reported separately from certain legally separate component units for which the primary
government is financially accountable.

B. REPORTING ENTITY

The accompanying financial statements present the government and its component units, entities for which the
government is considered to be financially accountable. Blended component units are, in substance, part of the
primary government’s operations, even though they are legally separate entities. Thus, blended component units are
appropriately presented as funds of the primary government. Each discretely presented component unit is reported in
a separate column in the government-wide financial statements to emphasize that it is legally separate from the
government.

The District has no component units for which either discrete or blended presentation is required.
C. BASIS OF PRESENTATION—GOVERNMENT-WIDE FINANCIAL STATEMENTS

While separate government-wide and fund financial statements are presented, they are interrelated. The governmental
activities column incorporates data from governmental funds and internal service funds, while business-type activities
incorporate data from the government’s enterprise funds. Separate financial statements are provided for governmental
funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the government-wide financial
statements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.
The statement of activities demonstrates the degree to which direct expenses of given functions or segments are offset

by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment.
Indirect expense allocations that have been made in the funds have been reversed for the statement of activities.



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. BASIS OF PRESENTATION—FUND FINANCIAL STATEMENTS

The fund financial statements provide information about the government’s funds, including its fiduciary funds.
Separate statements for each fund category — governmental and fiduciary — are presented. A fund is an independent
fiscal accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to their
intended purpose and is used to aid management in demonstrating compliance with finance-related legal and
contractual provisions. The minimum number of funds maintained by the District is consistent with legal and
managerial requirements.

The emphasis of fund financial statements is on major governmental and enterprise funds. Major individual
governmental and enterprise funds are reported as separate columns in the fund financial statements. All remaining
governmental and enterprise funds are aggregated and reported as non-major funds.

The District reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

The Governmental Designated-Purpose Grants Fund is used to record financial transactions for grants
received for designated programs funded by federal, state or local governments.

The Head Start Fund is used to record financial transactions for grants received for the District’s federal Head
Start Program.

The Bond Redemption Fund accounts for the accumulation of resources restricted for the servicing of the
District’s general obligation bonds.

Additionally, the District reports the following fund types:

Special Revenue Funds account for revenue sources that are legally restricted to expenditure for specific
purposes (not including major capital projects).

The Food Service Fund accounts for the Districts food service program. This fund is required to account
for USDA school breakfast and lunch money received by the District.

The Student Activity Fund is used to account for the revenues and expenditures related to school
sponsored student intrascholastic and interscholastic athletic and other related activities. The fund
receives subsidies from the General Fund.

The Capital Projects Fund is used to account for significant capital expenditures.

Fiduciary Funds account for assets held by the government in a trustee capacity or as an agent on behalf of
others. The District has one fiduciary fund:

The Private Purpose Trust Fund is used to report any trust arrangement under which the principal
and/or income benefit students and the funds are not used as part of the operations of the District.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. BASIS OF PRESENTATION—FUND FINANCIAL STATEMENTS (CONTINUED)

During the course of operations the government has activity between funds for various purposes. Any residual
balances outstanding at year end are reported as due from/to other funds and advances to/from other funds. While
these balances are reported in fund financial statements, certain eliminations are made in the preparation of the
government-wide financial statements. Balances between the funds included in governmental activities (i.e., the
governmental and internal service funds) are eliminated so that only the net amount is included as internal balances in
the governmental activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund financial
statements these amounts are reported at gross amounts as transfers in/out. While reported in fund financial
statements, certain eliminations are made in the preparation of the government-wide financial statements. Transfers
between the funds included in governmental activities are eliminated so that only the net amount is included as
transfers in the governmental activities column.

E. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The accounting and financial reporting treatment is determined by the applicable measurement focus and basis of
accounting. Measurement focus indicates the type of resources being measured such as current financial resources or
economic resources. The basis of accounting indicates the timing of transactions or events for recognition in the
financial statements.

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of the related cash flow. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue in the fiscal year in which all eligibility
requirements imposed by the provider have been met.

The governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the period or soon enough
thereafter to pay liabilities of the current fiscal period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are recorded only
when payment is due. General capital asset acquisitions are reported as expenditures in governmental funds.
Issuance of long-term debt and acquisitions under capital leases are reported as other financing sources.

Those revenues susceptible to accrual are property taxes, interest revenue and charges for services. Specific
ownership taxes collected and held by the county at year-end on behalf of the District are also recognized as revenue.
Other revenues, such as transportation, vocational and special education, are not susceptible to accrual because,
generally, they are not measurable until received in cash. Entitlements and shared revenues are recorded at the time of
receipt or earlier if the accrual criteria are met. Expenditure-driven grants recognize revenue when the qualifying
expenditures have been incurred and all other grant requirements have been met. All other revenue items are
considered to be measurable and available only when cash is received by the government.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND
NET POSITION/FUND BALANCE

Cash and cash equivalents

Cash and cash equivalents include cash on hand and in the bank and short-term investments with original maturities
of three months or less from the date of acquisition. Investments are stated at fair value.

Restricted cash and cash equivalents

The use of certain cash and cash equivalents of the District may be restricted. These cash items are classified as
restricted assets on the balance sheet because they are maintained in separate accounts and their use is limited by debt
agreements

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion that is
expected to be uncollectible.

Inventory

Inventory is valued at the lower of cost or market using the first-in/first-out (FIFO) method. The costs of
governmental fund-type inventories are recorded as expenditures when consumed rather than when purchased.

In the Food Service Fund, commodity inventories are stated at USDA's assigned values, which approximate fair value
at the date of receipt. Expenses for food items are recorded when used. The federal government donates surplus
commodities to supplement the national school lunch programs.

Capital Assets

Capital assets, which include buildings and improvements, equipment, and vehicles, are reported in the governmental
column in the government-wide financial statements. All purchased capital assets are valued at cost where historical
records are available and at an estimated historical cost where no historical records exist. The capitalization level for
equipment is $5,000 in all funds. Donated capital assets are valued at their estimated fair market value on the date
received. Major outlays for capital assets and improvements are capitalized as projects are constructed.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially extend asset lives,
are not capitalized. Improvements are capitalized and are depreciated over the remaining useful lives of the related

capital assets, as applicable.

Buildings and improvements, equipment, and vehicles of the government are depreciated using the straight-line
method over the following estimated useful lives:

Buildings and improvements 15- 45 years
Equipment and vehicles 5-15 years
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND
NET POSITION/FUND BALANCE (CONTINUED)

Pensions

Cripple Creek - Victor School District RE-1 participates in the School Division Trust Fund (SCHDTF), a cost-sharing
multiple-employer defined benefit pension fund administered by the Public Employees’ Retirement Association of
Colorado (PERA). The net pension liability, deferred outflows of resources and deferred inflows of resources 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 employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value.

Deferred outflows/inflows of resources

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

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of resources
(revenue) until that time.

Long-term liabilities

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities
in the governmental activities statement of net position. Bond premiums and discounts are deferred and amortized
over the life of the debt using the straight-line method. Bonds payable are reported net of the applicable premium or
discount.

In the fund financial statements, governmental fund types recognize premiums and discounts, as well as issuance
costs, during the current period. The face amount of the debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

Net position flow assumption

The District may fund outlays for a particular purpose from both restricted and unrestricted resources. In order to
calculate the amounts to report as restricted—net position and unrestricted—net position in the government-wide and
proprietary fund financial statements, a flow assumption must be made about the order in which the resources are
considered to be applied. It is the District’s policy to consider restricted—net position to have been depleted before
unrestricted—net position is applied.

13



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND
NET POSITION/FUND BALANCE (CONTINUED)

Fund balance flow assumption

Sometimes the District will fund outlays for a particular purpose from both restricted and unrestricted resources (the
total of committed, assigned, and unassigned fund balance). In order to calculate the amounts to report as restricted,
committed, assigned, and unassigned fund balance in the governmental fund financial statements a flow assumption
must be made about the order in which the resources are considered to be applied. It is the District’s policy to
consider restricted fund balance to have been depleted before using any of the components of unrestricted fund
balance. Further, when the components of unrestricted fund balance can be used for the same purpose, committed
fund balance is depleted first, followed by assigned fund balance. Unassigned fund balance is applied last.

Fund balance classification

The governmental fund financial statements present fund balances based on classifications that comprise a hierarchy
that is based primarily on the extent to which the District is bound to honor constraints on the specific purposes for
which amounts in the respective governmental funds can be spent. The classifications available to be used in the
governmental fund financial statements are as follows:

Nonspendable — This classification includes amounts that cannot be spent because they are either (a) not in spendable
form or (b) are legally or contractually required to be maintained intact.

Restricted — This classification includes amounts for which constraints have been placed on the use of the resources
either (a) externally imposed by creditors (such as through a debt covenant), grantors, contributors, or laws or
regulations of other governments, or (b) imposed by law through constitutional provisions or enabling legislation.

Committed — This classification includes amounts that can be used only for specific purposes pursuant to constraints
imposed by formal action of the Board of Education. These amounts cannot be used for any other purpose unless the
Board of Education removes or changes the specified use by taking the same type of action that was used when the
funds were initially committed. This classification also includes contractual obligations to the extent that existing
resources have been specifically committed for use in satisfying those contractual requirements.

Assigned — This classification includes amounts that are constrained by the District’s intent to be used for a specific
purpose but are neither restricted nor committed. This intent can be expressed by the Board of Education or through
the Board of Education delegating this responsibility to management through the budgetary process. This
classification also includes the remaining positive fund balance for any governmental funds except for the General
Fund.

Unassigned — This classification includes the residual fund balance for the General Fund. The unassigned
classification also includes negative residual fund balance of any other governmental fund that cannot be eliminated
by offsetting of Assigned fund balance amounts.

The District would typically use Restricted fund balances first, followed by Committed resources, and then Assigned

resources, as appropriate opportunities arise, but reserves the right to selectively spend Unassigned resources first to
defer the use of these other classified funds.

14



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
G. REVENUES AND EXPENDITURES/EXPENSES
Program revenues

Amounts reported as program revenues include 1) charges to students and others for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions. Internally dedicated
resources are reported as general revenues rather than as program revenues. Likewise, general revenues include all
taxes.

Property Taxes

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on December 15 and are
payable in full by April 30, or are payable in two equal installments due February 28 and June 15. The Teller County
Treasurer bills and collects the District’s property tax. District property tax revenues are recognized when levied to
the extent they result in current receivables.

The District is permitted to levy taxes on the assessed valuation for general governmental services and for the
payment of principal and interest on long-term debt. The tax rate for the year ended December 31,2016 is 14.013
mills for general operating expenses and 4.121 mills for the payment of long-term debt. The District’s assessed
valuation for the collection year 2016 is $254,634,610.

Specific Ownership Taxes
Specific ownership taxes are collected by the county for motor vehicle and other personal property registered in the

District’s assessment area. The tax receipts collected by the county are remitted to the District in the subsequent
month. Specific ownership taxes are recorded as revenue when collected by the county.

Compensated Absences

Accumulated discretionary days are reimbursed upon voluntary termination of employment if the employee has been
employed with the District for at least five consecutive years. Discretionary days are not reimbursed to any individual
terminated by the District.

The current portion of this liability represents the amounts that would be liquidated with expendable available
financial resources and would be recorded in the General Fund. The current portion is not material. Therefore, a
liability of these benefits has not been reflected in these statements.

H. ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles in the United
States of America requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Explanation of certain differences between the governmental funds balance sheet and the government-wide statement
of net position:

The governmental funds balance sheet includes reconciliation between total fund balances—governmental funds and
total net position—governmental activities as reported in the government-wide statement of net position. One
element of that reconciliation explains that “capital assets used in governmental activities are not current financial
resources and, therefore, are not reported in the fund financial statements”. The details of this difference are as
follows:

Non-depreciable assets $ 35,430
Depreciable assets 21,939,972
Less accumulated depreciation (7.132.856)

Net adjustment to total fund balances—governmental funds to arrive at
total net position—governmental activities $ 14,842,546

Another element of that reconciliation explains that “long-term liabilities are not due and payable in the current period
and, therefore, are not included in the fund financial statements.” The details of this difference are as follows:

Bonds payable $  (7,995,000)
Bond premium (572,143)
Capital lease obligations (261,757)
Compensated absences (69,220)

Net adjustment to total fund balances—governmental funds to arrive at
net position—governmental activities $  (8,898,120)

Explanation of certain differences between the governmental funds statement of revenues, expenditures and changes
in fund balances and the government-wide statement of activities:

The governmental funds statement of revenues, expenditures, and changes in fund balances includes a reconciliation
between net change in fund balances—governmental funds and change in net position—governmental activities as
reported in the government-wide statement of activities. One element of the reconciliation states that “governmental
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”. The details of this difference are as
follows:

Depreciation $ (545,452)
Capital outlays 397,730

Net adjustment to net change in fund balances—governmental funds
to arrive at change in net position—governmental activities $ (147,722)
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

(CONTINUED)

Another element of the reconciliation states that “the issuance of long-term debt provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Also, governmental funds report the effect of premiums, discounts, and similar
items when debt is first issued, whereas these amounts are deferred and amortized in the statement of activities”. The
details of this difference are as follows:

Bond principal payments $ 685,000
Capital lease payment 69,493
Capital lease proceeds (331,250)
Amortization of bond premium 86,250
Amortization of deferred charge on refunding (52.892)

Net adjustment to net change in fund balances—governmental funds to
arrive at change in net position—governmental activities $ 456,601

NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The District follows these procedures in establishing the budgetary data reflected in the financial statements:

L.

(98]

5.
6.
7.

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

Public hearings are conducted at Board of Education meetings to obtain taxpayers comments.

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

The Business Manager is authorized to transfer budgeted amounts between categories within any fund; however,
any revisions that alter the total expenditures of any fund must be approved by the Board of Education.
Formal budgetary integration is employed as a management control device during the year for all funds.
Budgets for all funds are adopted on a basis consistent with generally accepted accounting principles (GAAP).
All original and supplemental appropriations for all funds lapse at the end of the fiscal year.

Excess of Expenditures Over Appropriations

For the year ended June 30, 2016, expenditures exceeded appropriations of the Governmental Designated — Grants
fund and the Student Activity fund by $217,519 and $5,592, respectively. These over expenditures were funded by
greater than anticipated revenues.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 4 - DEPOSITS AND INVESTMENTS

The District’s restricted and unrestricted cash and investments consist of the following at June 30, 2016:

Unrestricted
Cash and Cash  Unrestricted Restricted
Equivalents Investments Investments Total
Deposits $ 401,198 $ - 3 - 3 401,198
ColoTrust - 2.397.823 1,308,177 3,706,000
Total Cash and Investments $ 401,198 $ 2397823 $ 1308177 $ 4,107,198

Reconciliation of total deposits and investments to the government-wide financial statements at June 30, 2016:

Unrestricted
Cash and Cash  Unrestricted Restricted

Equivalents Investments Investments
Primary Government
Governmental activities $ 395,870 $ 2,397,823 $§ 1,308,177
Fiduciary 5,328 - -
Total $ 401,198 $§ 2397823 § 1.308.177
Deposits

Custodial Credit Risk: Custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits might
not be recovered. The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government
deposit cash in eligible public depositories. Eligibility is determined by state regulations. Amounts on deposit in
excess of federal insurance levels must be collateralized by eligible collateral as determined by the PDPA. PDPA
allows the financial institution to create a single collateral pool for all public funds held. The pool is to be maintained
by another institution, or held in trust for all the uninsured public deposits as a group. The market value of the
collateral must be at least equal to 102% of the uninsured deposits.

The carrying amount of the School’s deposits at June 30, 2016 was $401,198 and the bank balances were $592,243.
Of the bank balances, $298,555 was covered by federal deposit insurance and $293,688 was uninsured but
collateralized in accordance with the provisions of the Colorado Public Deposit Protection Act (PDPA). The
collateral is pooled and held in trust for all uninsured deposits as a group.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 4 —- DEPOSITS AND INVESTMENTS (CONTINUED)
Investments
The District is authorized by Colorado statutes to invest in the following:

Obligations of the United States and certain U.S. government agencies’ securities;
Certain international agencies’ securities;

General obligation and revenue bonds of U.S. local government entities;

Bankers’ acceptances of certain banks;

Certain commercial paper;

Local government investment pools;

Written repurchase agreements collateralized by certain authorized securities;
Certain money market fund;

Guaranteed investment contracts.

*® & & 6 & 6 O o o

At June 30, 2016 the District’s investment balances were as follows:

Investment Maturities Fair Value Rating
ColoTrust Less than 60 days $ 3,706,000 AAA

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment or deposit. State law limits investment maturities to five years or less as a means of management exposure
to fair value loss resulting from increasing interest rates. The District does not have a formal policy that limits
investment maturities as a means of managing its exposure to interest rate risk. However, almost all investments of
the District have maturities less than six months. As such, due to the short-term nature of the District’s investments,
interest rate risk is minimized.

Credit Risk: Credit risk involves the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. State law limits investments to those described above. The District does not have a formal investment
policy that would further limit its investment choices. As of June 30, 2016 all of the District’s investments in
COLOTRUST were rated AAAm by Standard & Poor’s and the other investments were not rated.

The District has invested in the Colorado Government Liquid Asset Trust (COLOTRUST). COLOTRUST is an
investment vehicle established for local government entities in Colorado pursuant to Part 7 of Article 75 of Title 24 of
the Colorado Revised Statutes, to pool surplus funds for investment purposes. This investment vehicle operates
similarly to money market funds and each share is equal in value to $1.00. The fair value of the position in the pool is
the same as the value of the pool shares.

The designated custodial bank provides safekeeping and depository services to COLOTRUST in connection with the
direct investment and withdrawal function of COLOTRUST. Substantially all securities owned by COLOTRUST are
held by the Federal Reserve Bank in the account maintained for the custodial bank. The custodian’s internal records
identify the investments owned by COLOTRUST. Investments of COLOTRUST consist of U.S. Treasury bills, notes
and note strips, and repurchase agreements collateralized by U.S. Treasury Notes. However, the District does not
categorize investments with COLOTRUST because they are not evidenced by securities that exist in physical or book
entry form.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
NOTE 5 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Receivables and Payables

The composition of interfund balances at June 30, 2016 is as follows:

Due From Due To
Other Funds Other Funds
General Fund $ 156,925 $ 269,975
Governmental Designated-Purpose Grants Fund 49,527 123,155
Food Service Fund 24,801 -
Head Start Fund - 33,770
Capital Projects Fund 195,647 -
Total $ 426,900 $ 426,900

The outstanding balances between funds result mainly from the time lag between the dates that (1) interfund goods
and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system,
and (3) payments between funds are made.

Interfund transfers

The composition of interfund transfers for the year ended June 30, 2016 is as follows:

Transfers From Transfers To

Other Funds Other Funds
General Fund $ - $ 204,807
Food Service Fund 40,000 -
Student Activity Fund 12,533 -
Capital Projects Fund 152,274 -
Total $ 204,807 $ 204,807

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the fund that
statute or budget requires to expend them, (2) move unrestricted revenues collected in the General Fund to finance
various programs accounted for in other funds in accordance with budgetary authorizations and (3) move capital
assets from one fund to another fund when the fund using the capital assets changes.
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NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2016 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental activities
Capital assets not being depreciated
Construction in progress $ - 3 35430 $ - 8 35.430
Total capital assets not being depreciated - 35.430 - 35.430
Capital assets being depreciated:
Buildings and improvements 20,370,499 - - 20,370,499
Equipment and vehicles 1,207,173 362,300 - 1,569.473
Total capital assets being depreciated 21,577,672 362,300 - 21,939,972
Less accumulated depreciation for:
Buildings and improvements (5,682,719) (468,631) - (6,151,350)
Equipment and vehicles (904.685) (76.821) - (981.506)
Total accumulated depreciation (6,587,404) (545,452) - (7,132,856)
Total capital assets being depreciated, net 14,990,268 (183.152) - 14,807,116

Governmental activities capital assets,net $ 14,990,268 $ (147,722) $ $ 14,842,546

NOTE 7 - ACCRUED SALARIES AND BENEFITS

Salaries and retirement benefits of certain contractually employed personnel are paid over a twelve-month period from
September to August, but are earned during a school year of approximately ten months. The salaries and benefits
earned, but unpaid, as of June 30, 2016, are $326,312. Accordingly, the accrued compensation is reflected as a
liability in the accompanying Government-Wide Statement of Net Position.
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General Obligation Bonds

The District issues general obligation bonds to provide funds for the acquisition and construction of major capital
facilities. All general obligation bonds have been issued for governmental activities.

General Obligation bonds payable at June 30, 2016 are as follows:

Principal
Balance
2007 General Obligation Bonds — On December 20, 2007, the District issued $6,120,000 of
General Obligation Bonds for the purpose of renovating, repairing, expanding and equipping
existing District facilities. The bonds bear interest at rates varying from 3.50% to 6.00%. The
bonds require annual principal payments on December 1, beginning on December 1,2013, and
semiannual interest payments on June 1 and December 1. $ 1,145,000
2008 General Obligation Bonds — On January 23, 2008, the District issued $4,780,000 of
General Obligation Bonds for the purpose of renovating, repairing, expanding and equipping
existing District facilities. The bonds bear interest at rates varying from 3.50% to 6.50%. The
bonds require annual principal payments on December 1, and semiannual interest payments on
June 1 and December 1. 435,000
2014 General Obligation Refunding Bonds — On December 17, 2014, the District issued
$6,560,000 of General Obligation Refunding Bonds for the purpose of refunding the 2007 &
2008 General Obligation Bonds. The bonds are payable in annual installments in varying
amounts including interest through December 1, 2027; interest accrues at an annual rate
ranging from 2.00% to 3.50%. 6,415,000
Total 3 7,995,000

Annual debt service requirements to maturity for general obligation bonds are as follows:

Governmental Activities

Fiscal Year

Ending June 30 Principal Interest
2017 $ 705,000 $ 272,800
2018 745,000 233,713
2019 785,000 196,762
2020 820,000 167,625
2021 840,000 142,725

2022-2026 4,100,000 313,063
Total $ 7,995,000 $ 1,326,688
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NOTE 8 - LONG-TERM LIABILITIES (CONTINUED)

Legal Debt Margin
Assessed valuation $254,634,610
Debt limit — 20% of assessed valuation 50,926,922
General obligation debt 7.995.000

$ 42,931,922
Prior Year Defeasance of Debt

In prior years, the District has defeased various bond issues by creating separate irrevocable trust funds. New debt has
been issued and the proceeds have been used to purchase U.S. government securities that were placed in the trust
funds. The investments and fixed earnings from the investments are sufficient to fully service the defeased debt until
the debt is called or matures. For financial reporting purposes, the debt has been considered defeased and therefore
removed as a liability from the District’s government-wide financial statements. As of June 30, 2016, the amount of
defeased debt outstanding amounted to $7,505,000.

Compensated Absences

Accrued discretionary days for all of the District’s full time employees totaled $69,220 at June 30, 2016. Accrued
discretionary days are payable only to full time employees with at least five years of continuous service with the
District.

Changes in Long-Term Liabilities

The following is a summary of long-term liabilities of the District for the year ended June 30, 2016:

Balance Debt Issued Balance Due Within
06/30/15 And Additions  Reductions 06/30/16 One year
Governmental Activities
General obligation bonds $ 8,680,000 $ - $ 685000 $ 7,995000 $ 705,000
Unamortized bond premium 658,393 - 86,250 572,143 -
Total bonds payable 9,338,393 - 771,250 8,567,143 705,000
Capital Leases - 331,250 69,493 261,757 63,084
Compensated absences 71,043 - 1,823 69,220 -

Total Governmental Activities $ 9,409,436 $ 331,250 $§ 842,566 $ 8,898,120 $ 768,084
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NOTE 9 - DEFINED BENEFIT PENSION PLAN
General Information about the Pension Plan

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

financial-reports.

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

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

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

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

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

Members may elect to withdraw their member contribution accounts upon termination of employment with all PERA
employers; waiving rights to any lifetime retirement benefits earned. If eligible, the member may receive a match of
either 50 percent or 100 percent on eligible amounts depending on when contributions were remitted to PERA, the
date employment was terminated, whether 5 years of service credit has been obtained and the benefit structure under
which contributions were made.

Benefit recipients who elect to receive a lifetime retirement benefit are generally eligible to receive post-retirement
cost-of-living adjustments, referred to as annual increases in the C.R.S. Benefit recipients under the PERA benefit
structure who began eligible employment before January 1, 2007 and all benefit recipients of the DPS benefit
structure receive an annual increase of 2 percent, unless PERA has a negative investment year, in which case the
annual increase for the next three years is the lesser of 2 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
structure who began eligible employment after January 1, 2007 receive an annual increase of the lesser of 2 percent or
the average CPI-W for the prior calendar year, not to exceed 10 percent of PERA’s Annual Increase Reserve (AIR)
for the SCHDTF.

Disability benefits are available for eligible employees once they reach five years of earned service credit and are
determined to meet the definition of disability. The disability benefit amount is based on the retirement benefit
formula shown above considering a minimum 20 years of service credit, if deemed disabled.
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NOTE 9 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

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

survivor(s) who will receive the benefits.

Contributions. Eligible employees and Cripple Creek - Victor School District RE-1 are required to contribute to the
SCHDTF at a rate set by Colorado statute. The contribution requirements are established under C.R.S. §24-51-401, et
seq. Eligible employees are required to contribute 8 percent of their PERA-includable salary. The employer

contribution requirements are summarized in the table below:

For the For the
Year Ended Year Ended
December December
31,2015 31,2016
Employer Contribution Rate 10.15% 10.15%
Amount of Employer Contribution apportioned to the Health (1.02)% (1.02)%
Care Trust Fund as specified in C.R.S. §24-51-208(1)(f)
Amount Apportioned to the SCHDTF 9.13% 9.13%
Amortization Equalization Disbursement (AED) as specified in 4.20% 4.50%
C.R.S. §24-51-411
Supplemental Amortization Equalization Disbursement 4.00% 4.50%
(SAED) as specified in C.R.S. §24-51-411
Total Employer Contribution Rate to the SCHDTF 17.33% 18.13%

Rates are expressed as a percentage of salary as defined in C.R.S. §24-51-101(42)

Employer contributions are recognized by the SCHDTF in the period in which the compensation becomes payable to
the member and the Cripple Creek - Victor School District RE-1 is statutorily committed to pay the contributions to
the SCHDTEF. Employer contributions recognized by the SCHDTF from Cripple Creek - Victor School District RE-1

were $511,117 for the year ended June 30, 2016.
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NOTE 9 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

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

At June 30, 2016, the Cripple Creek - Victor School District RE-1 reported a liability of $10,065,218 for its
proportionate share of the net pension liability. The net pension liability was measured as of December 31, 2015, and
the total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of
December 31, 2014. Standard update procedures were used to roll forward the total pension liability to December 31,
2015. The Cripple Creek - Victor School District RE-1 proportion of the net pension liability was based on Cripple
Creek - Victor School District RE-1 contributions to the SCHDTF for the calendar year 2015 relative to the total
contributions of participating employers to the SCHDTF.

At December 31, 2015, the Cripple Creek - Victor School District RE-1’s proportion was 0.0658102844 percent,
which was an decrease of 0.0001367756 percent from its proportion measured as of December 31, 2014.

For the year ended June 30, 2016, the Cripple Creek - Victor School District RE-1 recognized pension expense of
$914,603. At June 30,2016, the Cripple Creek - Victor School District RE-1 reported deferred outflows of resources
and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Difference between expected and actual $ 132,912 $ 419
experience
Changes of assumptions or other inputs - 142,239
Net difference between projected and actual 855,826 -
earnings on pension plan investments
Changes in proportion and differences between 2,538 152,922
contributions recognized and proportionate
share of contributions
Contributions subsequent to the measurement 267,054 -
date
Total $ 1,258,331 $ 295,580

$267,054 reported as deferred outflows of resources related to pensions, resulting from contributions subsequent to
the measurement date, will be recognized as a reduction of the net pension liability in the year ended June 30, 2017.
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:

2017 $ 137,182
2018 $ 161,565
2019 $ 221,453
2020 $ 175,497
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NOTE 9 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

Actuarial assumptions. The total pension liability in the December 31, 2014 actuarial valuation was determined using
the following actuarial cost method, actuarial assumptions and other inputs:

Actuarial cost method Entry age
Price inflation 2.80 percent
Real wage growth 1.10 percent
Wage inflation 3.90 percent
Salary increases, including wage inflation 3.90 — 10.10 percent
Long-term investment Rate of Return, net of pension
plan investment expenses, including price inflation 7.50 percent

Future post-retirement benefit increases:
PERA Benefit Structure hired prior to 1/1/07;

And DPS Benefit Structure (automatic) 2.00 percent
PERA Benefit Structure hired after 12/31/06;
(ad hoc, substantively automatic) Financed by the

Annual Increase Reserve

Mortality rates were based on the RP-2000 Combined Mortality Table for Males or Females, as appropriate, with
adjustments for mortality improvements based on a projection of Scale AA to 2020 with Males set back 1 year, and
Females set back 2 years.

The actuarial assumptions used in the December 31, 2014 valuation were based on the results of an actuarial
experience study for the period January 1, 2008 through December 31, 2011, adopted by PERA’s Board on
November 13, 2012, and an economic assumption study, adopted by PERA’s Board on November 15, 2013 and
January 17, 2014.

Changes to assumptions or other inputs since the December 31, 2013 actuarial valuation as follows:
e The following programming changes were made:

Valuation of the full survivor benefit without any reduction for possible remarriage.
Reflection of the employer match on separation benefits for all eligible years.

Reflection of one year of service eligibility for survivor annuity benefit.

Refinement of the 18 month annual increase timing.

Refinements to directly value certain and life, modified cash refund and pop-up benefit forms.

O O O O O

o The following methodology changes were made:

o Recognition of merit salary increases in the first projection year.

Elimination of the assumption that 35% of future disabled members elect to receive a refund.

o Removal of the negative value adjustment for liabilities associated with refunds of future terminating
members.

o Adjustments to the timing of the normal cost and unfunded actuarial accrued liability payment
calculations to reflect contributions throughout the year.

O
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The SCHDTF’s long-term expected rate of return on pension plan investments was determined using a log-normal
distribution analysis in which best estimate ranges of expected future real rates of return (expected return, net of
investment expense and inflation) were developed for each major asset class. These ranges were combined to produce
the long-term expected rate of return by weighting the expected future real rates of return by the target asset allocation
percentage and then adding expected inflation.

As of the November 15, 2013 adoption of the long-term expected rate of return by the PERA Board, the target
allocation and best estimates of geometric real rates of return for each major asset class are summarized in the

JUNE 30, 2016

following table:
Asset Class Target 10 Year Expected
Allocation Geometric Real Rate of
Return
U.S. Equity — Large Cap 26.76% 5.00%
U.S. Equity — Small Cap 4.40% 5.19%
Non U.S. Equity — Developed 22.06% 5.29%
Non U.S. Equity — Emerging 6.24% 6.76%
Core Fixed Income 24.05% 0.98%
High Yield 1.53% 2.64%
Long Duration Gov’t/Credit 0.53% 1.57%
Emerging Market Bonds 0.43% 3.04%
Real Estate 7.00% 5.09%
Private Equity 7.00% 7.15%
Total 100.00%

*In setting the long-term expected rate of return, projections employed to model future returns provide a range of expected long-
term returns that, including expected inflation, ultimately support a long-term expected rate of return assumption of 7.50%.
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NOTE 9 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

Discount rate. The discount rate used to measure the total pension liability was 7.50 percent. The projection of cash
flows used to determine the discount rate applied the actuarial cost method and assumptions shown above. In
addition, the following methods and assumptions were used in the projection of cash flows:

e Total covered payroll for the initial projection year consists of the covered payroll of the active membership
present on the valuation date and the covered payroll of future plan members assumed to be hired during the
year. In subsequent projection years, total covered payroll was assumed to increase annually at a rate of
3.90%.

e Employee contributions were assumed to be made at the current member contribution rate. Employee
contributions for future plan members were used to reduce the estimated amount of total service costs for
future plan members.

e Employer contributions were assumed to be made at rates equal to the fixed statutory rates specified in law,
including current and estimated future AED and SAED, until the Actuarial Value Funding Ratio reaches
103%, at which point, the AED and SAED will each drop 0.50% every year until they are zero. Additionally,
estimated employer contributions included reductions for the funding of the AIR and retiree health care
benefits. For future plan members, employer contributions were further reduced by the estimated amount of
total service costs for future plan members not financed by their member contributions.

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

e The AIR balance was excluded from the initial fiduciary net position, as, per statute, AIR amounts cannot be
used to pay benefits until transferred to either the retirement benefits reserve or the survivor benefits reserve,
as appropriate. As the ad hoc post-retirement benefit increases financed by the AIR are defined to have a
present value at the long-term expected rate of return on plan investments equal to the amount transferred for
their future payment, AIR transfers to the fiduciary net position and the subsequent AIR benefit payments
have no impact on the Single Equivalent Interest Rate (SEIR) determination process when the timing of AIR
cash flows is not a factor (i.e., the plan’s fiduciary net position is not projected to be depleted). When AIR
cash flow timing is a factor in the SEIR determination process (i.e., the plan’s fiduciary net position is
projected to be depleted), AIR transfers to the fiduciary net position and the subsequent AIR benefit
payments were estimated and included in the projections.

e Benefit payments and contributions were assumed to be made at the end of the month.

Based on the above actuarial cost method and assumptions, the SCHDTEF’s fiduciary net position was projected to be
available to make all projected future benefit payments of current members. Therefore, the long-term expected rate of
return on pension plan investments was applied to all periods of projected benefit payments to determine the total
pension liability. The discount rate determination does not use the Municipal Bond Index Rate. There was no change
in the discount rate from the prior measurement date.
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NOTE 9 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

Sensitivity of the Cripple Creek - Victor School District RE-1 proportionate share of the net pension liability to
changes in the discount rate. The following presents the proportionate share of the net pension liability calculated
using the discount rate of 7.50 percent, as well as what the proportionate share of the net pension liability would be if
it were calculated using a discount rate that is 1-percentage-point lower (6.50 percent) or 1-percentage-point higher
(8.50 percent) than the current rate:

1% Decrease | Current Discount | 1% Increase
(6.50%) Rate (7.50%) (8.50%)
Proportionate share of the net pension liability | $13,047,465 | $10,065,218 $7,584,546

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

reports.

NOTE 10 - POST-EMPLOYMENT HEALTHCARE BENEFITS

Health Care Trust Fund

Plan description. The Cripple Creek - Victor School District RE-1 contributes to the Health Care Trust Fund
(HCTF), a cost-sharing multiple-employer healthcare trust administered by PERA. The HCTF benefit provides a
health care premium subsidy and health care programs (known as PERACare) to PERA participating benefit
recipients and their eligible beneficiaries. Title 24, Article 51, Part 12 of the C.R.S., as amended, establishes the
HCTF and sets forth a framework that grants authority to the PERA Board to contract, self-insure and authorize
disbursements necessary in order to carry out the purposes of the PERACare program, including the administration of
health care subsidies. PERA issues a publicly available comprehensive annual financial report that includes financial
statements and required supplementary information for the HCTF. That report can be obtained at
Www.copera.org/investments/pera-financial-reports.

Funding policy. The Cripple Creek - Victor School District RE-1 is required to contribute at a rate of 1.02 percent of
PERA-includable salary for all PERA members as set by statute. No member contributions are required. The
contribution requirements for the Cripple Creek - Victor School District RE-1 are established under Title 24, Article
51, Part 4 of the C.R.S., as amended. The apportionment of the contributions to the HCTF is established under Title
24, Article 51, Section 208(1)(f) of the C.R.S., as amended. For the years ending June 30, 2016, 2015, and 2014 the
Cripple Creek - Victor School District RE-1 contributions to the HCTF were $29,389, $28,830, and $26,784,
respectively, equal to their required contributions for each year.

NOTE 11 - RISK MANAGEMENT

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

The District maintains commercial insurance for all risks of loss. Settled claims have not exceeded this
commercial coverage in any of the past three fiscal years.
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NOTE 12 - JOINT VENTURE

Ute Pass Board of Cooperative Educational Services

The District in conjunction with other surrounding districts created the Ute Pass Board of Cooperative Educational
Services (BOCES). The BOCES is an organization that provides member districts educational services at a shared
lower cost per district. The District does not have an ongoing financial interest in or responsibility for the BOCES.
Financial statements for the BOCES can be obtained from their office at 405 El Monte Place, Manitou Springs,
Colorado 80829.

Colorado Educational Benefits Trust

Colorado Educational Benefits Trust (CEBT) is a separate legal entity originally established by twenty-two member
school districts pursuant to the provisions of Colorado Revised Statues and the Colorado Constitution.

The purpose of CEBT is to provide members the benefits of decreased costs in obtaining medical, life, dental and
vision coverage for the employees of the member districts. The expense of coverage paid to CEBT is paid annually
from the fund in which the employee receives compensation. Contingent liability claims for the coverage have not
been recognized to date after reviewing claims history and the remoteness of potential loss in excess of school
contributions by the District.

It is the intent of the members of CEBT to operate an entity in perpetuity which will administer and use funds
contributed by the members to defend and indemnify, in accordance with bylaws, any member of CEBT against stated
liability or loss to the limit of the financial resources of CEBT. It is also the intent of the members to have CEBT
provide continuing stability and availability of needed coverage at reasonable costs. All income and assets of CEBT
shall be at all times dedicated to the exclusive benefit of its members. CEBT is a separate legal entity and under
Colorado Law is not required to prepare budgets. The District does not have the ability to significantly affect the
operations of the unit.

Condensed financial information for the CEBT pool for the year ended June 30, 2015 is as follows:

Assets $ 56,226,000
Liabilities 27,612,000
Net Position $ 28,614,000
Revenue $ 154,722,000
Expenses 153,131,000
Increase in Net Position $ 1,591,000

CEBT issues a publicly available financial report that includes financial statements and required supplementary
information. The report may be obtained by writing to the Trust’s administrator, Willis of Colorado, Inc., 2000 S.
Colorado Blvd., Tower II, Suite 900, Denver, CO 80222.
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NOTE 13 - COMMITMENTS AND CONTINGENCIES

Grants

The District has received federal and state grants for specific purposes that are subject to review and audit by the
grantor agencies. Such audits could lead to a request for reimbursements to grantor agencies for expenditures
disallowed under the terms of the grant. District management believes disallowances, if any, would be immaterial.

Southern Teller County Public Library District

On August 18, 2014 the District signed a Memorandum of Understanding with the Southern Teller County Public
Library District that outlines an operating agreement between the two public entities. The agreement provides for
shared costs and services that include occupancy costs, utilities, director salary, and library resources.

NOTE 14 - COLORADO SCHOOL DISTRICT/BOCES, ELECTRONIC DATA INTEGRITY CHECK
FIGURES

The School Finance Act requires inclusion of the Colorado School District/BOCES, Electronic Financial Data
Integrity Check Figures as a supplement schedule to the audited financial statements. The Report is based on a
prescribed basis of accounting that demonstrates compliance with the financial policies and procedures of the
Colorado Department of Education.

NOTE 15 - TAX, SPENDING, AND DEBT LIMITATIONS

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has several limitations
including revenue raising, spending abilities and other specific requirements of state and local governments.

The entity’s financial activity provides the basis for calculation of limitations adjusted for allowable increases tied to
inflation and local growth.

The amendment excludes from its provisions Enterprises. Enterprises, defined as government-owned businesses
authorized to issue revenue bonds and receiving less than 10% of its annual revenue in grants from all state and local
governments combined, are excluded from the provisions of the Amendment.

Fiscal year spending and revenue limits are determined based on the prior years’ spending adjusted for inflation and
local growth. Revenue in excess of the limit must be refunded unless the voters approve retention of such revenue.

The Amendment requires, with certain exceptions, voter approval prior to imposing new taxes, increasing tax rate,
increasing a mill levy above that for the prior year, extending an expiring tax, or implementing a tax policy change
directly causing a net tax revenue gain to any local government.

On November 5, 1997 the registered voters approved a ballot resolution authorizing Cripple Creek - Victor School
District RE-1 to collect, retain and expend all revenues from any source provided that no property tax mill levy be
increased or any new tax be imposed.

Except for bond refinancing at lower interest rates or adding employees to existing pension plans, the Amendment

specifically prohibits the creation of multiple-fiscal year debt or other financial obligations without voter approval or
irrevocable pledging present cash reserves for all future payments.
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NOTE 15 - TAX, SPENDING, AND DEBT LIMITATIONS (CONTINUED)

The Amendment requires Emergency Reserves to be established. These reserves must be 3 percent of Fiscal Year
Spending. The entity is not allowed to use the emergency reserves to compensate for economic conditions, revenue
shortfalls or salary or benefit increases. Emergency Reserves totaling $161,000 have been presented as a reservation
of fund balance in the General Fund.

The Amendment is complex and subject to judicial interpretation. The entity believes it is in compliance with the
requirements of the amendment. However, the entity has made certain interpretations of the amendment’s language
in order to determine its compliance.

NOTE 16 — PRIOR PERIOD ADJUSTMENT

During the year, it was determined that certain pension outflows and inflows totaling $301,303 were not included in
the statement of net position.

The above restatements had the following impact on previously reported balances:

Governmental
Statement of Activities Activities
Net position, July 1, 2015, as previously stated $ 2,015,695
Restatement for net pension liability (301,303)
Net position, July 1, 2015, as restated $ 1,714,392
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
SCHEDULE OF EMPLOYER'S SHARE OF NET PENSION LIABILITY AND COVERED PAYROLL

JUNE 30, 2016

2013 2014 2015
District's proportion of the net pension
liability (asset) 0.0682975796% 0.0659470600% 0.0658102844%
District's proportionate share of the net
pension liability (asset) $ 8,711,338 $ 8,938,042 $ 10,065,218
District's covered-employee payroll $ 2,753,293 $ 2,762,709 $ 2,867,997
District's proportionate share of the net
pension liability (asset) as a percentage of its
covered-employee payroll 316.40% 323.52% 350.95%
Plan fiduciary net position as a percentage of
the total pension
liability 64.1% 62.8% 59.2%

*  The amounts presented for each fiscal year were determined as of 12/31.

*  Complete 10-year information to be presented in future years as it becomes available.

See the accompanying independent auditors' report.
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2013 2014 2015
Contractually required contribution $ 427,586 $ 453913 $ 497,024
Contributions in relation to the contractually
required contribution (427,586) (453,913) (497,024)
Contribution deficiency (excess) $ - $ - $ -
District's covered-employee payroll $ 2,753,293 $ 2,762,709 $ 2,867,997
Contributions as a percentage of covered-
employee payroll 15.53% 16.43% 17.33%

* The amounts presented for each fiscal year were determined as of 12/31.

* Complete 10-year information to be presented in future years as it becomes available.

See the accompanying independent auditors' report.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

Variance with

Budgeted Amounts Final Budget -
Positive
Original Final Actual (Negative)
REVENUES
Property taxes $ 4,031,362 $ 4,031,362 $ 3,609,693 $  (421,669)
Specific ownership taxes 467,000 467,000 475,385 8,385
State sources 224,461 224,461 239,829 15,368
Federal sources 57,300 57,300 102,219 44,919
Other local revenue 217,505 217,505 290,419 72,914
Total revenues 4,997,628 4,997,628 4,717,545 (280,083)
EXPENDITURES
Instruction 2,856,984 2,856,984 2,766,482 90,502
Supporting services
Student support 162,474 162,474 138,424 24,050
Instructional staff 49,947 49,947 29,700 20,247
General administration 363,011 363,011 292,022 70,989
School administration 324,120 324,120 307,167 16,953
Business services 230,347 230,347 170,418 59,929
Operations and maintenance 544,731 544,731 559,716 (14,985)
Student transportation 355,799 355,799 609,442 (253,643)
Central support service 50,643 50,643 45,274 5,369
Debt service - - 69,493 (69,493)
Contingency reserves 1,521,869 1,521,869 - 1,521,869
Total expenditures 6,459,925 6,459,925 4,988,138 1,471,787
Excess (deficiency) of
revenues over expenditures (1,462,297) (1,462,297) (270,593) 1,191,704
OTHER FINANCING
SOURCES (USES)
Transfers in (out) (374,429) (374,429) (204,807) 169,622
Proceeds from capital leases - - 331,250 331,250
Total other financing sources (uses) (374,429) (374,429) 126,443 500,872
Net change in fund balance (1,836,726) (1,836,726) (144,150) 1,692,576
Fund balance - beginning 1,836,726 1,836,726 2,494,552 657,826
Fund balance - ending $ - $ - $ 2,350,402 $ 2,350,402

See the accompanying independent auditors' report.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
GOVERNMENTAL DESIGNATED-PURPOSE GRANTS FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

REVENUES
Federal sources

Total revenues

EXPENDITURES
Instruction
Supporting services

Total expenditures
Net change in fund balance

Fund balance - beginning

Fund balance - ending

BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

Variance
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
$ - S - 217,519  $ 217,519
- - 217,519 217,519
- - 179,186 (179,186)
- - 38,333 (38,333)
- - 217,519 (217,519)
$ - S - $ - S -

See the accompanying independent auditors' report.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
HEAD START FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

REVENUES
Federal sources

Total revenues

EXPENDITURES
Instruction
Supporting services
Community services

Total expenditures
Net change in fund balance

Fund balance - beginning

Fund balance - ending

FOR THE YEAR ENDED JUNE 30, 2016

Variance
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
$ 1,330,259 1,550,000 851,319 §  (698,681)
1,330,259 1,550,000 851,319 (698,681)
881,112 1,100,853 401,530 699,323
- - 2,457 (2,457)
449,147 449,147 447,332 1,815
1,330,259 1,550,000 851,319 698,681

See the accompanying independent auditors' report.
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COMBINING AND INDIVIDUAL FUND STATEMENTS AND SCHEDULES



BOND REDEMPTION FUND

This fund is used to account for the accumulation of resources for and the payment
of principal, interest, and related expenses on long-term general obligation debt.

The Bond Redemption Fund is deemed to be a major fund for financial reporting
purposes.



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
BOND REDEMPTION FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

Variance
Final Favorable
Budget Actual (Unfavorable)
REVENUES
Property taxes $ 1,150,779 $ 1,048,952 $ (101,827)
Investment income 250 1,287 1,037
Total revenues 1,151,029 1,050,239 (100,790)
EXPENDITURES
Debt Service
Principal 685,000 685,000 -
Interest and fiscal charges 308,625 308,525 100
Reserves 842,291 - 842,291
Total expenditures 1,835,916 993,525 842,391
Net change in fund balance (684,887) 56,714 741,601
Fund balance - beginning 684,887 1,264,813 579,926
Fund balance - ending $ - $ 1,321,527 $ 1,321,527

See the accompanying independent auditors' report.
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NON-MAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Special Revenue Funds are used to account for specific revenues that are legally restricted to
expenditures for specified purposes. These funds may be required by statute or ordinance and
others may be established through resolutions by the Board of Education for purposes of better
administration. The District has the following Special Revenue Funds:

Food Service Fund

This fund accounts for all financial activities associated with the District’s school lunch program.

Student Activity Fund

This fund accounts for the transactions of student organizations and clubs.

Capital Projects Fund

The Capital Projects Fund is used to account for significant capital expenditures of the District.



ASSETS

Cash and cash equivalents

Grants receivable

Due from other funds

Inventories

Total assets

LIABILITIES
Accounts payable

Total liabilities

FUND BALANCES

Nonspendable
Assigned for:

Food service operations
Student activities

Capital projects

Total fund balances

Total liabilities and fund balances

JUNE 30, 2016

Special Revenue Funds

CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

Total Nonmajor

Food Service Student Capital Governmental
Fund Activity Fund Projects Fund Funds
$ - S 45496 S - S 45,496
12,594 - - 12,594
24,801 - 195,647 220,448
3,202 - - 3,202
$ 40,597 S 45496 S 195,647  $ 281,740
$ - $ 3208 °§ - $ 3,208
- 3,208 - 3,208
3,202 - - 3,202
37,395 - - 37,395
- 42,288 - 42,288
- - 195,647 195,647
40,597 42,288 195,647 278,532
$ 40,597 % 45496 S 195,647  $ 281,740
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See the accompanying independent auditors' report.



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Special Revenue Funds

Total Nonmajor

Food Service Student Capital Governmental
Fund Activity Fund Projects Fund Funds
REVENUES
Local sources $ 26,683 $ 51,871 $ 64 $ 78,618
State sources 2,778 - - 2,778
Federal sources 120,707 - - 120,707
Total revenues 150,168 51,871 64 202,103
EXPENDITURES
Instruction - 35,592 - 35,592
Facilities acquisition and construction - - 87,842 87,842
Food service operations 178,650 - - 178,650
Total expenditures 178,650 35,592 87,842 302,084
Excess (deficiency) of revenues over (under)
expenditures (28,482) 16,279 (87,778) (99,981)
OTHER FINANCING SOURCES (USES)
Transfer in (out) 40,000 12,533 152,274 204,807
Total other financing sources (uses) 40,000 12,533 152,274 204,807
Net change in fund balances 11,518 28,812 64,496 104,826
Fund balances - beginning 29,079 13,476 131,151 173,706
Fund balances - ending $ 40,597 $ 42,288 $ 195,647 $ 278,532

See the accompanying independent auditors' report.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
FOOD SERVICE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

REVENUES
Local sources
State sources
Federal sources

Total revenues

EXPENDITURES
Food service operations
Contingencies

Total expenditures

Excess (deficiency) of
revenues over expenditures

OTHER FINANCING SOURCES (USES)

Transfers in (out)
Net change in fund balance
Fund balance - beginning

Fund balance - ending

Variance
Final Favorable
Budget Actual (Unfavorable)
$ 36,030 $ 26,683 $ (9,347)
3,400 2,778 (622)
102,000 120,707 18,707
141,430 150,168 8,738
176,430 178,650 (2,220)
12,263 - 12,263
188,693 178,650 10,043
(47,263) (28,482) 18,781
35,000 40,000 5,000
(12,263) 11,518 23,781
12,263 29,079 16,816
$ - $ 40,597 $ 40,597

See the accompanying independent auditors' report.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1

STUDENT ACTIVITY FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

REVENUES
Local sources

Total revenues

EXPENDITURES
Instruction

Total expenditures

Excess (deficiency) of
revenues over expenditures

OTHER FINANCING
SOURCES (USES)
Transfers in (out)

Net change in fund balance

Fund balance - beginning

Fund balance - ending

FOR THE YEAR ENDED JUNE 30, 2016

Variance
Final Favorable
Budget Actual (Unfavorable)
$ 30,000 $ 51,871 $ 21,871
30,000 51,871 21,871
30,000 35,592 (5,592)
30,000 35,592 (5,592)
- 16,279 16,279
- 12,533 12,533
- 28,812 28,812
- 13,476 13,476
$ - $ 42,288 $ 42,288

See the accompanying independent auditors' report.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

Variance
Final Favorable
Budget Actual (Unfavorable)
REVENUES

Local sources $ 120 $ 64 $ (56)

Total revenues 120 64 (56)
EXPENDITURES
Facilities acquisition and construction 283,414 87,842 195,572
Total expenditures 283,414 87,842 195,572
Excess (deficiency) of
revenues over expenditures (283,294) (87,778) 195,516
OTHER FINANCING

SOURCES (USES)

Transfers in 152,154 152,274 120
Total other financing sources (uses) 152,154 152,274 120
Net change in fund balance (131,140) 64,496 195,636

Fund balance - beginning 131,140 131,151 11
Fund balance - ending $ - $ 195,647 $ 195,647

See the accompanying independent auditors' report.
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FIDUCIARY FUNDS

Fiduciary Funds are used to account for assets held by the District in a trustee capacity. The
District has the following Fiduciary Fund:

Private Purpose Trust Scholarship Fund

This fund was created to account for scholarships.



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
SCHEDULE OF CHANGES IN FIDUCIARY NET POSITION
BUDGET AND ACTUAL
PRIVATE-PURPOSE TRUST FUND
FOR THE YEAR ENDED JUNE 30, 2016

Variance
Final Favorable
Budget Actual (Unfavorable)
ADDITIONS
Investment income $ 5 $ - $ 5)
Total additions 5 - 5)
DEDUCTIONS
Scholarship awards 5,333 - 5,333
Total deductions 5,333 - 5,333
Change in net position (5,328) - 5,328
Net position - beginning 5,328 5,328 -
Net position - ending $ - $ 5,328 $ 5,328

See the accompanying independent auditors' report.
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EXPENDITURES OF FEDERAL AWARDS



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2016

Pass-Through

Federal Entity
Federal Grantor/Pass-Through CFDA Identifying Federal
Grantor/Program or Cluster Title Number Number Subrecipients Expenditures
U.S. Department of Agriculture
Child Nutrition Cluster
Passed Through Colorado Department of Education
National School Lunch Program 10.555 4555 $ 73,518
School Breakfast Program 10.553 4553 37,265
Passed Through Colorado Department of Human Services
National School Lunch Program 10.555 4555 9,924
Total Child Nutrition Cluster 120,707
Total U.S. Department of Agriculture 120,707
U.S. Department of Education
Direct Programs
Rural Education 84.358 4358 16,100
Passed Through Colorado Department of Education
No Child Left Behind, Title I, Part A 84.010 4010 61,208
Twenty-first Century Community Learning Centers 84.287 5287 124,308
Quality Teacher, Title II, Part A 84.367 4367 15,903
Race to the Top 84.412 5412 269
Total U.S. Department of Education 217,788
U.S. Department of Health and Human Services
Direct Programs
Head Start 93.600 8600 851,318
Total Federal Awards $ 1,189,813

See the accompanying independent auditors' report.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2016

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the federal award
activity of Cripple Creek - Victor School District RE-1 under programs of the federal government for the year
ended June 30, 2016. The information in this Schedule is presented in accordance with the requirements of Title
2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion
of the operations of Cripple Creek - Victor School District RE-1, it is not intended to and does not present the
financial position, changes in net assets, or cash flows of Cripple Creek - Victor School District RE-1.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following, as applicable, either the cost principles in Office of Management and Budget Circular A-
87, Cost Principles for State, Local and Indian Tribal Governments, or the cost principles contained in Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, wherein certain types of expenditures are not allowable or are limited as to

reimbursement.

Negative amounts shown on the Schedule represent adjustments or credits made in the normal course of
business to amounts reported as expenditures in prior years.

Pass-through entity identifying numbers are presented where available.

NOTE 3 - INDIRECT COST RATE

Cripple Creek - Victor School District RE-1 has elected not to use the 10 percent de minimis indirect cost rate
allowed under the Uniform Guidance.

NOTE 4 - NON-CASH ASSISTANCE

During the year end June 30, 2016, Cripple Creek - Victor School District RE-1 received $9,924 in non-cash
assistance in the form of food commodities.
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Hoelting & Company, Inc.

CERTIFIED PUBLIC ACCOUNTANTS

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

To the Board of Education
Cripple Creek - Victor School District RE-1

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Cripple Creek - Victor School District RE-1, as of and for the year ended
June 30, 2016, and the related notes to the financial statements, which collectively comprise Cripple Creek - Victor
School District RE-1’s basic financial statements, and have issued our report thereon dated February 28, 2017.

Internal Control Over Financial Reporting

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

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified.
However, as described in the accompanying schedule of findings and questioned costs, we identified certain
deficiencies in internal control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs to be material weaknesses: 2016-002, 2016-003, 2016-
004, 2016-05, 2016-06, 2016-07 and 2016-008.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than
a material weakness, yet important enough to merit attention by those charged with governance. We consider the
deficiencies described in the accompanying schedule of findings and questioned costs to be significant
deficiencies: 2016-001.

31 East Platte Avenue, Suite 300 ¢+ Colorado Springs, CO 80903 « (719) 630-1091 » Fax (719) 630-0522 + www.hoeltingco.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cripple Creek - Victor School District RE-1’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Colorado Springs, Colorado
February 28, 2017
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Hoelting & Company, Inc.

CERTIFIED PUBLIC ACCOUNTANTS

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

To the Board of Education
Cripple Creek - Victor School District RE-1

Report on Compliance for Each Major Federal Program

We have audited Cripple Creek - Victor School District RE-1’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect on each of
Cripple Creek - Victor School District RE-1’s major federal programs for the year ended June 30, 2016. Cripple
Creek - Victor School District RE-1’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Cripple Creek - Victor School District RE-
1’s major federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Cripple Creek - Victor School District RE-1’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of Cripple Creek - Victor School District RE-
1’s compliance.

Opinion on Each Major Federal Program
In our opinion, Cripple Creek - Victor School District RE-1, complied, in all material respects, with the types of

compliance requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2016.

31 East Platte Avenue, Suite 300 + Colorado Springs, CO 80903 + (719) 630-1091 « Fax (719) 630-0522 » www.hoeltingco.com
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Report on Internal Control Over Compliance

Management of Cripple Creek - Victor School District RE-1 is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered Cripple Creek - Victor School District RE-1’s internal
control over compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of Cripple Creek - Victor School District RE-1’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.
A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. We identified certain deficiencies in internal control over compliance, as described
in the accompanying schedule of findings and questioned costs as items 2016-03, 2016-06, and 2016-07 that we
consider to be material weaknesses.

Cripple Creek - Victor School District RE-1’s response to the internal control over compliance findings identified
in our audit is described in the accompanying schedule of findings and questioned costs. Cripple Creek - Victor
School District RE-1’s response was not subjected to the auditing procedures applied in the audit of compliance
and, accordingly, we express no opinion on the response.

Purpose of this Report
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of

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

Colorado Springs, Colorado
February 28, 2017
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2016

Section -—Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:

o Material weakness(es) identified?

. Significant deficiency(ies) identified?
Noncompliance material to financial statements noted?
Federal Awards

Internal control over major programs?

o Material weakness(es) identified?

. Significant deficiency(ies) identified?

Type of auditors’ report issued on compliance for major
programs:

Any audit findings disclosed that are required to be reported

in accordance with 2 CFR 200.516(a)?
Identification of major programs:

CFDA Number(s)

CFDA 93.600

Dollar threshold used to distinguish between type A and type

B programs?

Auditee qualified as low-risk auditee?

52

Unmodified

X yes  no

_X yes __ none reported
__yes X no

X yes no

yes X none reported

Unmodified

X yes  no

Name of Federal Program or Cluster

Head Start

$750,000

yes X no



CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2016

Section II—Financial Statement Findings

2016-001

2016-002

Segregation of Duties

Criteria: Financial reporting duties involving the recording, reconciliation and review of
financial information should be segregated between staff members.

Condition:  Certain procedures involving the recording, reconciliation and review of
financial information were not segregated during the year.

Context: This finding was noted during procedures to understand and test control
procedures.

Effect: Increased risk of misstatement due to error or fraud.
Cause: Limitations of staff availability.

Recommendation: Duties should be segregated where possible and compensating controls
should be considered in areas where segregation is not possible. While the magnitude of
this issue has been mitigated by Board involvement, the Board of Education should
maintain its involvement in check signing and review of detailed transactions. We further
recommend that an appropriate individual, other than the individual responsible for
preparing the reconciliations, review and sign off on bank reconciliations, verifying that
outstanding items are regularly cleared and that the reconciled balance agrees to the general
ledger.

Management response: Management will segregate duties where possible and will consider
implementing compensating controls where segregation is not possible.

Basis of Accounting

Criteria: Financial statements of the governmental activities should be prepared on the
modified accrual basis of accounting.

Condition: While the year-end audited financial statements are prepared on the accrual
basis, the general ledger is maintained on the cash basis of accounting.

Context: This condition was noted through audit procedures performed to test accounts
receivable, accounts payable, and accrued salaries balances at year-end. Accounts
receivable and accounts payable were not updated from prior year audited balances. July
and August 2016 payroll was backdated to June 2016 to record accrued salaries, but prior
year accrued salaries were not reversed.

Effect: Accounts receivable, accounts payable, and accrued salaries were misstated at year-
end.

Cause: Lack of procedures requiring the general ledger to be maintained on the modified
accrual basis of accounting.
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CRIPPLE CREEK - VICTOR SCHOOL DISTRICT RE-1
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2016

Section II-—Financial Statement Findings (Continued)

2016-002

2016-003

2016-004

Basis of Accounting (Continued)

Recommendation: We recommend that management implement procedures to ensure that
the books are maintained on the modified accrual basis of accounting throughout the year.
If staffing resources do not enable the District to implement the modified accrual basis
throughout the year, we recommend that finance staff adjust the cash basis statements to the
modified accrual basis at year-end, prior to the start of the financial audit.

Management response: The District is evaluating it current procedures and will implement
the above recommendations to the extent that staffing resources allow.

Reconciling Grant Activity

Criteria: Grant revenues should not be recognized until they can be matched with
qualifying expenditures.

Condition: Grant receipts were recorded as revenue even though all receipts could not be
matched to qualifying expenditures.

Context: This was noted through audit procedures performed on the reconciliation of grant
activity. All federal grants were affected.

Effect: Grant revenues were overstated.

Cause: Year-end closing procedures for grants have not been appropriately designed and
implemented.

Recommendation: Management should develop year-end closing procedures for grants that
provide for review of transactions and balances for appropriate accounting treatment and
should define the responsibilities of performing those procedures.

Management response: Management initiated at auditor request a new fund for federal
grants. With new software implementation this fund was created mid-year. Half of the year
was recorded in old software and half of the year was recorded in the new software. Staff
were trained to utilize the new account numbers, however this did not always occur and
meshing between the two systems was difficult. The District is evaluating current
procedures and will implement the above recommendations to the extent that staffing
allows.

Recording Student Activity Fund Activity
Criteria: All financial activities should be recorded throughout the year and posted to an

appropriate fund as determined by Colorado School Law and the financial policies of the
District.
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Section II—Financial Statement Findings (Continued)

2016-004

2016-005

Recording Student Activity Fund Activity (Continued)

Condition: A separate fund was not maintained throughout the year for student activities.
While a bank account was maintained for student activities, it was not recorded in the
general ledger.

Context: This condition was noted through a review of the prior year financial statements
and a request for all current year bank statements.

Effect: Student activities were not recorded in the general ledger.

Cause: Lack of implementation of procedures requiring all activities to be recorded in the
general ledger.

Recommendation: Finance department staff should begin recording student activities in the
general ledger on a day to day basis.

Management response: Management used a separate financial software program to record
activities in a general journal. With the implementation of the new software, this fund was
incorporated into the same system as all financial data. Due to implementation problems
with the new software, the activity fund was not viable until mid-April. Data was not
imported correctly and records were kept in an Excel spreadsheet recording all activity in
this fund. Beginning in July 2016 management will begin recording student activity in the
general ledger of the new software on a day to day basis.

Reporting NCLB Consolidated Grant Activities

Criteria: The NCLB Consolidated Grants Final Expenditure Report should agree to the
general ledger and amounts reported in the Schedule of Expenditures of Federal Awards.
Copies of required grant submissions should be maintained with grant supporting
documents.

Condition: The NCLB Consolidated Grants Final Expenditure Report for fiscal year 2015-
2016 did not agree to the general ledger and reported different amounts than the audited
amounts reported in the Schedule of Expenditures of Federal Awards. Management was
unable to provide the 2015-2016 Interfund Budget Summary required by the Colorado
Department of Education.

Context: This was noted through a reconciliation of the prior year audited grant balances to
the NCLB Consolidated Grants Final Expenditure Report for fiscal year 2015-2016 and a
request of audit documents.

Effect:  Grant expenditures and carryover amounts were misstated in the NCLB

Consolidated Grants Final Expenditure Report for fiscal year 2015-2016. The was no
support for NCLB budget submission.
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2016-005

2016-006

Reporting NCLB Consolidated Grant Activities (Continued)

Cause: Procedures have not been appropriately designed and implemented to ensure the
matching of balances between the NCLB Consolidated Grants Final Expenditure Report and
the audited balances per the general ledger or for the maintenance of grant support.

Recommendation: Management should develop procedures that provide for the matching of
balances between the NCLB Consolidated Grants Final Expenditure Report and the audited
balances per the general ledger and the maintenance of grant support.

Management response: Management initiated at auditor request a new fund for federal
grants. With new software implementation this fund was created mid-year. Half of the year
was recorded in old software and half of the year was recorded in the new software. Staff
were trained to utilize the new account numbers, however this did not always occur and
meshing between the two systems was difficult. The management will implement
procedures that provide for the matching of balances between the NCLB Consolidated
Grants Final Expenditure Report and the audited balances per the general ledger for the
maintenance of grant support.

Bank reconciliation procedures

Criteria: Bank statements should be reconciled to the general ledger on a monthly basis.
Condition: Bank statements were not reconciled to the general ledger for most of the year.
Context: This condition was noted during cash testing procedures.

Effect: Basic controls over cash were not operating effectively for most of the year. The
ability to make management decisions based on cash balances was negatively affected.
Head Start bank account was overdrawn during the year.

Cause: Lack of technical support and poor implementation of new general ledger software
by the vendor. Lack of understanding of bank reconciliation process with new software.

Recommendation: We recommend that finance staff obtain appropriate training on the use
of the new general ledger software and that all bank accounts be reconciled monthly to the
general ledger and that all suspicious reconciling items be promptly investigated and
adjusted with adequate explanations.

Management response: Management had problems with the data conversion to the new
software system. In June the data was recertified and the ability to obtain accurate
information was realized. Bank statement reconciliation was kept by excel spreadsheet,
however, outstanding checks were not cleared due to programming problems. Management
will keep bank reconciliations manually and not through the system and these
reconciliations will be done on a monthly basis for all accounts.
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2016-007 Closing Procedures

2016-008

Criteria: In order to provide accurate and timely accounting information, effective review
and reconciliation policies and procedures are a critical part of the accounting process. A
closing process should be in place that requires all balance sheet and other significant
accounts in each fund be reconciled to supporting schedules.

Condition: Financial information included errors in certain balance sheet accounts and other
significant accounts that were the result of ineffective monitoring and closing processes.
These errors caused misstatements on both the balance sheet and statement of revenues,
expenditures, and changes in fund balance in all funds, except the Scholarship fund.

Context: This finding was noted during substantive testing of balance sheet and other
significant accounts.

Effect: Misstated balances in balance sheet and other significant accounts in all funds,
except the Scholarship fund.

Cause: Lack of technical support and poor implementation of new general ledger software
by the vendor. Lack of effective closing procedures.

Recommendation: First, we recommend that finance staff obtain appropriate training on the
use of the new general ledger software. Second, we recommend that a closing process be
implemented that requires all balance sheet accounts be reconciled to supporting schedules
and subsidiary ledgers. Third, we recommend that a management level employee perform a
thorough and detailed review of the financial statements, and supporting schedules on a
monthly basis and at year end.

Management response: Management will allocate additional resources to staff training and
implement procedures that provide for improved closing processes and a more thorough
review of financial statements and supporting schedules.
Interfund receivables, payables, and transfers
Criteria: Transfers are generally used to move unrestricted revenues collected in the
General Fund to finance various programs accounted for in other funds in accordance with
budgetary authorizations. Interfund receivables and payables result mainly from the time

lag between the dates that payments between funds are made.

Condition: Several transfers were incorrectly recorded to interfund receivable and payable
accounts.

Context: This was noted through audit procedures performed on interfund receivables,
payables, and transfers.

Effect: Transfers were understated and interfund receivables and payables were overstated.
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2016-008  Interfund receivables, payables, and transfers (Continued)

Cause: Lack of understanding of the distinction between interfund receivables and
payables and transfers.

Recommendation: Management should develop a better understanding of the appropriate
accounting treatment of interfund receivables and payables and transfers, as well as the
appropriate Colorado Department of Education chart of account code to use for each.

Management response: Management is taking the necessary steps to ensure that interfund

receivables and payables and transfers are recorded appropriately.

Section III—Findings and Questioned Costs for Federal Awards

2016-003  Reconciling Grant Activity

Federal program: 93.600 Head Start
2016-006  Bank reconciliation procedures

Federal program: 93.600 Head Start
2016-007  Closing procedures

Federal program: 93.600 Head Start
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The Summary Schedule of Prior Audit Findings (the Summary) summarizes the status of the audit
findings reported in the Cripple Creek - Victor School District RE-1 Schedule of Findings and
Questioned Costs for the year ended June 30, 2015. If the prior audit finding was fully addressed, the
Summary indicates that the corrective action described in the prior audit report was taken or that
corrective action is no longer needed. Otherwise, the Summary references the page number of the June
30, 2016 single audit report where a repeat recommendation, description of the planned corrective action,
or reason for not implementing the recommendation is presented.

Finding CFDA Program/ Status of

Number Number Cluster Title Finding Finding
2015-001 N/A N/A Segregation of Duties Not corrected. Reported
as finding 2016-001. See

page 53.
2015-002 N/A N/A Basis of Accounting Not corrected. Reported
as finding 2016-002. See

page 53.
2015-003 N/A N/A Reconciling Grant Not corrected. Reported
Activity as finding 2016-003. See

page 54.
2015-004 N/A N/A Recording Student Not corrected. Reported
Activity Fund Activity as finding 2016-004. See

page 54.
2015-005 N/A N/A Reporting NCLB Not corrected. Reported
Consolidated Grant as finding 2016-005. See

Activities page 55.
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COLORADO SCHOOL DISTRICT/BOCES AUDITORS’
DATA INTEGRITY REPORT



Hoelfing & Companu), Inc.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON
COLORADO SCHOOL DISTRICT/BOCES
AUDITOR’S INTEGRITY REPORT

To the Board of Education
Cripple Creek - Victor School District RE-1

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Cripple Creek - Victor School District RE-1, as of and for the year ended June 30,
2016, which collectively comprise Cripple Creek - Victor School District RE-1’s basic financial statements, and
our report thereon dated February 28, 2017, which expressed an unmodified opinion on those financial statement,
appears as listed in the table of contents.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Cripple Creek - Victor School District RE-1’s financial statements. The accompanying Colorado
School District/BOCES, Auditor’s Integrity Report is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the 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 our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.

Colorado Springs, Colorado
February 28, 2017

31 East Platte Avenue, Suite 300 « Colorado Springs, CO 80903 « (719) 630-1091 « Fax (719) 630-0522 + www.hoeltingco.com
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Revenues, Expenditures, & Fund Balance by Fund

Fund Type &Number

Governmental
10 General Fund
18 Risk Mgmt Sub-Fund of General Fund
19 Colorado Preschool Program Fund

Sub- Total

1 Charter School Fund
20,26-29 Special Revenue Fund
21 Food Service Spec Revenue Fund
22 Govt Designated-Purpose Grants Fund
23 Pupil Activity Special Revenue Fund
24 Full Day Kindergarten Mill Levy Override
25 Transportation Fund
31 Bond Redemption Fund
39 Certificate of Participation (COP) Debt Service Fund
41 Building Fund
42 Special Building Fund
43 Capital Reserve Capital Projects Fund

Totals

Proprietary
50 Other Enterprise Funds
64 (63) Risk-Related Activity Fund
60,65-69 Other Internal Service Funds

Totals

Fiduciary
70 Other Trust and Agency Funds
72 Private Purpose Trust Fund
73 Agency Fund
74 Pupil Activity Agency Fund
79 GASB 34:Permanent Fund
85 Foundations

Totals

*If you have a prior period adjustment in any fund (Balance Sheet 6880), the amount of your priorperiod adjustment is added into both your ending and beginning fund balances on this report.

2/28/17

Beg Fund Balance & Prior Per

Adj (6880%)

+
2,478,538
0

16,015
2,494,552
0

0

29,079

13,476

0

0
1,264,813
0

0

0

131,151

3,933,071

5,328

Colorado Department of Education

Auditors Integrity Report

District: 3010 - CRIPPLE CREEK-VICTOR RE-1

Fiscal Year 2015-16

Colorado School District/BOCES

1000 - 5999 Total Revenues & 0001-0999 Total Expenditures &

Other Sources

4,642,590
0

201,398
4,843,988
0

851,319
190,167
217,519
64,405

0

0
1,050,239
0

0

0

152,338

7,369,974

FINAL

Other Uses
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4,770,725
0

217,413
4,988,138
0

851,319
178,650
217,519
35,592

0

0

993,525
0

0

0

87,842

7,352,585

6700-6799 & Prior Per Adj
(6880*) Ending Fund Balance

2,350,402
0

0
2,350,402
0

0

40,597

0

42,288

0

0
1,321,527
0

0

0

195,647

3,950,461

5,328
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