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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

Our discussion and analysis of Montezuma County (Cortez) School District RE-1, 
Colorado’s (District) financial performance provides an overview of the District’s 
financial activities for the fiscal year ended June 30, 2016.  Please consider the 
information presented here in conjunction with additional information that can be found 
in the basic financial statements, which begin on page 14. 

 
FINANCIAL HIGHLIGHTS 

 
 The District’s net position, resulting from of this year’s operations, increased 

$455,155. 
 

 The District showed an increase of $2,166,044, before the increase in net 
pension expense of $1,710,889, due to the implementation of GASB 68, 
relating to how pension expenses are presented.  The increase of 
$2,166,044 was attributable to $1,251,294 from delinquent tax collections 
from Kinder Morgan and $969,186 from the Self Insurance Fund. 

 
 The District’s total revenue was $29,002,807 which is a decrease of 

$10,709,282 from $39,712,089 in the prior year. 
 

 General revenues (primarily state equalization and property tax) 
accounted for $20,491,665 in revenue or 70.6% of all revenues.  Program 
specific revenues in the form of charges for services and grants account 
for $8,511,142 the remaining 29.4%.  

 
 The District incurred $28,547,652 in expenses which is an increase of 

$3,980,817 from $24,566,835 in the prior year.  $8,511,142 of these expenses 
were offset by program specific charges for services, grants and contributions.  
The general revenues of $20,491,665 was adequate to cover the expenditures 
that were not offset by program specific revenues. 

 
 The General Fund reported a $1,718,862 increase in fund balance from 

$3,919,610 in the prior year to $5,638,472.  This increase is 43.9%.  However, 
$1,251,294 of the increase are tax revenues collected from Kinder Morgan and 
recorded as a committed fund balance in case the monies must be returned.  
The General Fund increase is $467,568 without the $1,251,294. 
 

 The General Fund revenues decreased (excluding the $1,251,294 above) 
$320,532 from $19,344,463 to $19,023,931, for an 1.6% decrease. 

 The General Fund expenditures increased $365,749 from $18,190,614 in 
the prior year to $18,556,363. 
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OVERVIEW OF THE FINANCIAL STATEMENTS 
 

This annual report consists of a series of financial statements.  Management’s 
Discussion and Analysis is intended to serve as an introduction to the Districts basic 
financial statements.  Comparison to the prior year’s activity is provided in this 
document.  The basic financial statements are comprised of three components. 
 

 Government-wide financial statements. 
 Fund financial statements. 
 Notes to the basic financial statements. 

 
This report also contains other supplementary information in addition to the basic 
financial statements themselves. 
 
Government-wide Statements 
 
The Government-wide financial statements are designed to provide the reader of the 
District’s Annual Financial Report a broad overview of the financial activities in a 
manner similar to a private sector business.  The government-wide financial statements 
include the Statement of Net Position and the Statement of Activities. 
 

 The Statement of Net Position presents information about all of the District’s    
assets, liabilities and deferred outflows/inflows, with the difference reported as 
net position.  
 

 The Statement of Activities presents information showing how the net position of 
the District changed during the current fiscal year.  Changes in net position are 
recorded in the Statement of Activities when the underlying event occurs, 
regardless of the timing of related cash flow.  Thus, all of the revenues and 
expenses are taken into account regardless of when cash is received or paid. 

 
The Government-wide financial statements are one way to measure the District’s 
financial health, or financial position 
 

 Over time, increases or decreases in the District’s net position is an indicator of 
whether its financial position is improving or deteriorating. 

 
 To assess the District’s overall health, you need to consider additional non-

financial factors such as changes in the District’s property tax base and the 
condition of school facilities. 
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In the government-wide financial statements, the District’s activities are presented in 
the following category: 
 

 Governmental activities - Most of the District’s basic services are included 
here, such as instruction, transportation, maintenance and operations, and 
administration.  These activities are financed mainly through property taxes and 
state equalization funds. 

 
Fund Financial Statements 
 
The fund financial statements provide more detailed information about the District’s 
funds, focusing on its most significant or “major” funds, not the District as a whole.  
Funds are accounting devices the District uses to keep track of specific sources of 
funding and spending on particular programs.  Some funds are required to be 
established by state law.  However, the District establishes other funds to help it 
manage and control its finances to achieve certain results. 
 
The District uses three types of funds: 
 

 Governmental funds - Most of the District’s basic services are included in 
governmental funds, which focus on how money flows into and out of those 
funds and the balances remaining at year-end that are available for spending.  
These funds are reported using the modified accrual basis of 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 operations and the services it provides.  Governmental 
fund information helps one determine whether there are more, or fewer financial 
resources that can be spent in the near future to finance the District’s programs.  
Because this information does not encompass the additional long-term focus of 
the government-wide statements, additional information at the bottom of the 
governmental funds statements explains the relationship (or difference) between 
them.  The District maintains six different governmental funds.  They are the 
General Fund, Food Service Fund, Governmental Designated-Purpose Grants 
Fund, Bond Redemption Fund, the High School Building Fund and the Capital 
Projects Fund.  They are all considered major funds. 

 
 Proprietary funds - Services for which the District charges a fee are generally 

reported in proprietary funds.  The District maintains one type of proprietary 
fund.  The internal service fund.  Internal service funds are used to accumulate 
and allocate costs internally among the District’s various functions.  The District 
uses an internal service fund to account for the employee medical benefit 
activities related to the District’s employee medical benefit insurance needs.   
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 Fiduciary funds- The District is the agent, or fiduciary, for assets that belong to 
others, such as the Pupil Activity Fund.  The District is responsible for ensuring 
that the assets reported in this fund are used only for their intended purposes 
and by those to whom the assets belong.  The District excludes these activities 
from the government-wide financial statements because it cannot use these 
assets to finance its operations. 

 
FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 

 
As noted earlier, net position may serve over time as a useful indicator of a 
government’s financial position.  In the case of the District, net position was $6,146,004 
at the close of the most recent fiscal year. 
 
Net investment in capital assets (e.g. land and improvements, buildings, and equipment 
net any related debt to acquire those assets that is still outstanding) represents 
$33,191,393 of the net position.  The District uses these capital assets to provide 
services to students; consequently, these assets are not available for future spending.  
Although the District’s investment in capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from 
other sources, since the capital assets themselves cannot be used to liquidate these 
liabilities.  Property taxes are levied specifically to fund debt service on general 
obligation bonds. 
 
An additional $4,962,273 of the net position represents resources that are subject to 
external restrictions on how they may be used.  $760,000 of the restricted net position 
is an emergency reserve required by the Tabor amendment; $1,372,468 is for the 
repayment of the general obligation bonds and $2,829,805 is for the construction of the 
high school.   
 
$1,251,294 is committed by the Board of Education for repayment (if necessary) to 
Kinder Morgan for property taxes paid by Kinder Morgan that are being protested. 
 
The remaining ($33,258,956) is unrestricted net position.  The negative balance is due 
to the implementation of GASB 68, resulting in a net pension liability of $39,425,094, 
representing the District’s share of the state retirement system plan.  
 
The following table indicates a summary of the Statement of Net Position for 
Governmental Activities as of June 30, 2016, and 2015. 
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2016 2015
Assets

Current assets 14,975,179$ 20,608,402$ 
Capital assets, net of depreciation 51,966,699   45,040,154   

Total assets 66,941,878   65,648,556   

Deferred Outflows of Resources 5,344,896      1,590,008      

Liabilities
Current liabilities 2,434,092      2,490,861      
Noncurrent liabilities 61,785,084   58,920,190   

Total liabilities 64,219,176   61,411,051   

Deferred Inflows of Resources 1,921,594      136,664         

Net Position
Invested in capital assets 33,191,393   25,421,242   
Restricted 4,962,273      13,060,098   
Committed 1,251,294      
Unrestricted (33,258,956)  (32,790,491)  

Total net position 6,146,004$   5,690,849$   

Activities

Table 1
Comparative Summary Statement of Net Position

At June 30
Governmental

 
At the close of the most recent fiscal year current assets, $14,975,179, comprised 
22.4% of total assets, decreasing from 31.4% in the prior year.  The investments in 
capital assets, less depreciation make up the remaining 77.6% of assets.  Accrued 
wages and benefits represent 92.1% of the total current liabilities. Accrued wages and 
benefits occur when teachers and certain other District employee’s work nine or ten 
months of the year, but are paid over a full twelve months.  Current liabilities decreased 
$56,769 from $2,490,861 in the prior year to $2,434,092.  There was a net increase in 
noncurrent liabilities from the prior year of $2,864,894, due to the net pension liability 
increase of $3,708,500 net of the $843,606 in current year debt payments.  Deferred 
outflows of resources net of deferred inflows of resources increased $1,969,958, mostly 
due to the implementation of GASB 68. 
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The following table indicates the summary of Changes in Net Positon for Governmental 
Activities in the fiscal year 2016 and 2015.  
 

2016 2015
Revenues

Program revenues
Charges for services 4,191,166$   1,029,644$   
Operating grants and contributions 4,247,288      4,103,606      
Capital grants and contributions 72,688           14,815,178   

General revenues
Taxes 16,418,988   14,220,824   
State Equalization 3,250,355      4,476,113      
Other 822,322         1,066,724      

Total revenues 29,002,807   39,712,089   

Expenses
Instruction 13,371,748   12,902,315   
Students and instructional staff 3,631,992      2,861,753      
Administration and business 2,267,323      2,936,797      
Operations and maintenance of plant 2,177,929      2,042,887      
Student transportation 1,157,760      1,098,566      
Central and other support services 2,642,253      276,490         
Food service operations 1,180,243      1,161,758      
Facilities acquisition 1,545,958      689,655         
Interest on long-term debt 572,446         596,614         

Total expenses 28,547,652   24,566,835   

Increase (decrease) in net position 455,155$       15,145,254$ 

Table 2
Comparative Summary of Changes in Net Position

For the Year Ending June 30
Governmental

Activities
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State equalization and taxes accounted for most of the District’s total revenue, with 
each contributing 11.2 percent and 56.6 percent respectively.  Another 14.9 percent 
came from state and federal grants and the remainder from charges for services and 
miscellaneous sources.  See Table 3. 
 
The District’s expenses are predominately related to instruction, (48.4 percent).  The 
District’s administrative and business activities accounted for 8.2 percent of total costs.  
See Table 4. 

 
 

Table 3 
Sources of Revenue for Fiscal Year 2016 
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and contributions
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Capital grants and 
contributions
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Table 4 
Expenses for Fiscal Year 2016 

 

 
 
Governmental Activities 
 
The primary source of operating revenue for school districts comes from the School 
Finance Act of 1994 (SFA).  Under the SFA the District received $6,966.07 per funded 
student.  In fiscal year 2016 the funded pupil count was 2,690.8.  Charter Schools 
accounted for 281.2 of this funded pupil count.  Funding for the SFA comes from 
property taxes, specific ownership taxes and state equalization.  The District receives 
approximately 28 percent of this funding from state equalization while the remaining 
SFA funding amounts consist of property and specific ownership taxes.   

Instruction
48.4%

Students and 
Instructional Staff

12.9%

Administration and 
Business

8.2%

Operations and 
maintenance of plant

7.7%

Student transportation
4.2%

Support Services
9.1%

Food Service 
Operations

4.2%
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The statement of activities shows the cost of program services and the charges for 
services and grants offsetting those service costs.  Table 5 shows, for governmental 
activities, the total cost of services and net cost of services.  That is, it identifies the 
cost of these services supported by unrestricted state equalization and property taxes.   
 

2016 2015 2016 2015
Instruction 13,371,748$ 12,902,315$ 11,443,325$ 10,770,157$ 
Students and Instructional staff 3,631,992      2,861,753      1,925,417      1,644,770      
Administration and Business 2,267,323      2,936,797      2,177,293      2,595,825      
Operations and maintenance of plant 2,177,929      2,042,887      2,177,929      2,001,265      
Student transportation 1,157,760      1,098,566      864,387         835,474         
Central and other support services 2,642,253      276,490         (533,274)        269,242         
Food service operations 1,180,243      1,161,758      148,204         30,583           
Facilities acquisition 1,545,958      689,655         1,260,783      (14,125,523)  
Interest on long-term debt 572,446         596,614         572,446         596,614         

Total 28,547,652$ 24,566,835$ 20,036,510$ 4,618,407$   

Table 5
Governmental Activities Net Cost of Services

Net Cost
of Services

Total Cost
of Services

 
 The cost of all governmental activities during the year was $28,547,652. 

 
 Some of the cost was financed by the users of the District’s programs 

($4,191,166). 
 

 Federal and state government subsidized $4,319,976.     
 

 However, most of the District’s costs ($20,036,510) were financed by State and 
District taxpayers.  This portion of governmental activities was financed for the 
most part with $3,250,355 in state equalization, net of per pupil charter school 
allocation, from the School Finance Act of 1994 (SFA) and $16,418,988 in 
property and specific ownership taxes. 

 
FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS 

 
As noted earlier, the District uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements.  The District has six funds that are 
considered major under GASB 34 reporting requirements.  Information about the 
District’s government funds starts on page 16.   
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These funds are accounted for using the modified accrual basis of accounting.  All 
governmental funds have total revenues and other financing sources of $25,840,499 
and expenditures and other financing uses of $32,413,792.   
 
General Fund Budgetary Highlights 
 
The District’s budget is prepared according to Colorado law and is based on accounting 
for certain transactions on a basis of cash receipts and disbursements.  The most 
significant budgeted fund is the General Fund. 
 
Over the course of the year, the District revised the annual operating budget by making 
an increase in appropriations. 
 

 Increases in appropriations were due primarily to additional funding that was 
received after the original budget was prepared. 

 
 Actual expenditures, including transfers were $1,223,754 below budget. 

 
CAPITAL ASSET ADMINISTRATION 

 
By the end of fiscal year 2016, the District has invested $74,098,694 in land, buildings, 
and equipment (including vehicles).  Table 6 shows capital assets for 2016 compared 
to 2015:   

2016 2015
Land 812,080$       812,080$       
Construction in Progress 32,400,956   
Buildings 69,907,141   29,058,787   
Equipment 3,379,473      3,358,520      

Total 74,098,694$ 65,630,343$ 

Table 6
Capital Assets

Governmental
Activities

At June 30

 
 
Additional information on the District’s capital assets can be found in Note 5 on page 33 
of this report. 
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LONG-TERM DEBT 
 

General obligation bonds were issued November 27, 2012 and February 6, 2013, 
respectively, for the purpose of constructing a new high school.  At June 30, 2015 the 
balance of these bonds was $19,618,912.  During fiscal year 2016 the District paid 
principal of $843,606 to take the balance at June 30, 2016 to $18,775,306.  Additional 
information can be found in Note 7 on page 34 of this report. 

 
CHARTER SCHOOLS 

The Battlerock Charter School, the Southwest Open School and the Children’s Kiva 
Montessori Charter School have been included in the District’s basic financial 
statements in a separate column, as discretely presented component units.  The 
Charter Schools audits are located in the administration office of each of the Schools. 

 
FACTORS BEARING ON THE DISTRICT’S FUTURE 

 
At the time these financial statements were prepared and audited, the District is not 
aware of any existing circumstances that could significantly affect its financial health in 
the future. 

 
 

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 
 

This financial report is designed to provide the District’s citizens, taxpayers, parents, 
and creditors with a general overview of the District’s finances and to demonstrate the 
District’s accountability for the money it receives.  If you have questions about this 
report, the financial statements of the component units, or need additional financial 
information, contact the Business Office, Montezuma County (Cortez) School District 
RE-1, P.O. Drawer R; 400 North Elm Street, Cortez, Colorado 81321. 
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Primary Component
Government Units

Governmental Charter
Activities Schools

Assets
Cash and investments 13,575,122$        1,348,597$          
Cash with fiscal agent 983,965               
Taxes receivable 339,983               
Due (to) from District/Charter Schools (95,541)                95,541                 
Grants accounts receivable 171,650               48,276                 
Other receivables 18,923                 
Prepaid expenses 4,000                   
Capital assets - net of depreciation 51,966,699          732,451               

Total Assets 66,941,878          2,247,788            

Deferred Outflows of Resources
Pensions, net of accumulated amortization 5,344,896            653,117               

Liabilities
Interfund 3,777                   
Accounts payable 62,687                 7,311                   
Accrued salaries and benefits payable 2,242,384            200,709               
Grants deferred revenue 110,826               21,721                 
Other current liabilities 18,195                 
Long-term liabilities

Due within one year 866,559               1,989                   
Due in more than one year 17,908,747          
Net pension liability 43,009,778          3,867,476            

Total Liabilities 64,219,176          4,102,983            

Deferred Inflows of Resources
Unearned revenue - property tax 161,382               
Pensions, net of accumulated amortization 1,760,212            213,098               

Total Deferred Inflows of Resources 1,921,594            213,098               

Net Position
Net investment in capital assets 33,191,393          732,451               
Restricted

TABOR 760,000               77,000                 
Debt service 1,372,468            
Capital projects 2,829,805            

Unrestricted (32,007,662)         (2,224,627)           

Total Net Position 6,146,004$          (1,415,176)$         

The accompanying notes are an integral part of this statement.
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Statement of Activities
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Primary Component
Charges Operating Capital Government Units

for Grants and Grants and Governmental Charter
Expenses Services Contributions Contributions Activities Schools

Primary Government
Governmental Activities

Instructional program services 13,371,748$ 827,466$     1,100,957$  (11,443,325)$      
Support program services

Students 1,461,412     531,788       (929,624)             
Instructional staff 2,170,580     1,174,787    (995,793)             
General administration 385,889        (385,889)             
School administration 1,465,425     39,046         (1,426,379)          
Business 416,009        50,984         (365,025)             
Plant operation and maintenance 2,177,929     (2,177,929)          
Student transportation 1,157,760     293,373       (864,387)             
Central support services 2,573,020     3,160,574    14,953         602,507              
Other support services 69,233          (69,233)               
Food service operations 1,180,243     203,126       828,913       (148,204)             
Facilities acquisition 1,545,958     212,487       72,688$          (1,260,783)          
Interest on long-term debt 572,446        (572,446)             

Total Governmental Activities 28,547,652   4,191,166    4,247,288    72,688            (20,036,510)        

Total Primary Government 28,547,652$ 4,191,166$  4,247,288$  72,688$          (20,036,510)        

Component Units - Charter Schools 2,821,206$   562,654$     252,266$     25,720$          (1,980,566)$   

General Revenues
  Property tax for general purposes 13,848,634         
  Property tax for repayment of debt 1,469,295           
  Specific ownership tax for general purposes 1,101,059           
  Intergovernmental
     State Equalization 5,208,694           
        Per pupil charter school allocation (1,958,339)          1,958,339      
        State audited adjustments (66,292)               
     Mineral leasing 195,895              
     Public lands 107,055              7,128             
     Impact aid 561,078              45,413           
  Miscellaneous 24,586                6,686             

Total General Revenues 20,491,665         2,017,566      

Changes in Net Position 455,155              37,000           

Net Position Beginning of the Year 5,690,849           (1,452,176)     

Net Position End of the Year 6,146,004$         (1,415,176)$   

Program revenues
changes in net position

Net (expenses) revenues and

The accompanying notes are an integral part of this statement.
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Governmental Funds

Balance Sheet

June 30, 2016

Governmental
Designated- Bond High School Capital Total

General Food Service Purpose Grants Redemption Building Projects Governmental
Fund Fund Fund Fund Fund Fund Funds

Assets
Cash and investments 7,584,340$    254,441$            109,643$            1,349,738$    1,963,711$    870,926$       12,132,799$   
Cash with fiscal agent 35,030           4,092             908,843         947,965          
Taxes receivable 304,503         35,480           339,983          
Interfund receivable (89,089)         90,519                1,430              
Grants accounts receivable 171,650              171,650          

Total Assets 7,834,784$    254,441$            371,812$            1,389,310$    2,872,554$    870,926$       13,593,827$   

Liabilities
Due to Charter Schools 95,541$         95,541$          
Interfund payable 1,430$                1,430              
Accounts payable 17,835           2,103                  42,749$         62,687            
Accrued salaries and benefits payable 1,910,303      71,735$              260,346              2,242,384       
Grants deferred revenue 9,898             100,928              110,826          
Other current liabilities 18,195           18,195            

Total Liabilities 2,051,772      71,735                364,807              42,749           2,531,063       

Deferred Inflows of Resources
Unearned revenue - property tax 144,540         16,842$         161,382          

Fund Balances
Restricted

TABOR 760,000         760,000          
Debt service 1,372,468      1,372,468       
Capital projects 2,829,805      2,829,805       

Committed 1,251,294      1,251,294       
Unrestricted

Assigned for next year's expenditures 3,627,178      182,706              7,005                  870,926$       4,687,815       

Total Fund Balances 5,638,472      182,706              7,005                  1,372,468      2,829,805      870,926         10,901,382     

Total Liabilities, Deferred Inflows of Resources 
and Fund Balances 7,834,784$    254,441$            371,812$            1,389,310$    2,872,554$    870,926$       13,593,827$   

Reconciliation of the Governmental Funds Balance Sheet with the Statement of Net Position

Total Fund Balance Governmental Funds 10,901,382$   

Amounts reported for governmental activities in the Statement of Net Position are different because:

Capital assets used in governmental activities are not financial resources and therefore are not reported as assets in governmental funds.

Capital assets 74,098,694$  
Accumulated depreciation (22,131,995)  

51,966,699     

Long-term liabilities and related items, including net pension liability and pension-related deferred outflows/inflows of resources, 
are not due and payable in the current year, and, therefore, are not reported in governmental funds.

Due within one year (866,559)       
Due in more than one year (17,908,747)  
Net pension liability (43,009,778)  
Deferred outflows of resources related to pensions - net 5,344,896      
Deferred inflows of resources related to pensions - net (1,760,212)    

(58,200,400)    

The internal service funds are used by the District to account for the costs of employee medical
benefits.  The assets and liabilities of the internal service fund is included with
governmental activities. 1,478,323       

Total Net Position Governmental Activities 6,146,004$     

The accompanying notes are an integral part of this statement.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Governmental Funds

Statement of Revenues, Expenditures, and Changes in Fund Balances

For the Year Ended June 30, 2016

Governmental
Designated- Bond High School Capital Total

General Food Service Purpose Grants Redemption Building Projects Governmental
Fund Fund Fund Fund Fund Fund Funds

Revenues
Local sources

Taxes 14,949,693$ 1,469,295$ 16,418,988$        
Other 608,362        203,235$       236,390$            2,690          1,888$          213,366$         1,265,931            

Intermediate sources 302,951        302,951               
State sources

State Equalization 5,208,694     5,208,694            
Per pupil charter school allocation (1,958,339)    (1,958,339)           
Grants 602,786        19,341           672,373              72,688             1,367,188            

Federal sources
Grants 561,078        809,572         1,864,436           3,235,086            

Total Revenues 20,275,225   1,032,148      2,773,199           1,471,985   1,888            286,054           25,840,499          

Expenditures
Instructional program services 11,331,299   978,264              12,309,563          
Support program services

Students 822,378        515,168              1,337,546            
Instructional staff 914,562        1,174,787           2,089,349            
General administration 360,930        360,930               
School administration 1,322,200     19,165                1,341,365            
Business 336,919        50,984                51                    387,954               
Plant operation and maintenance 2,058,942     5,561               2,064,503            
Student transportation 1,003,239     15,978                1,019,217            
Central support services 359,196        359,196               
Other support services 46,698          14,953                61,651                 
Food service operations 1,118,152      9,792               1,127,944            
Facilities acquisition 8,182                  8,155,646     374,694           8,538,522            
Debt service 1,416,052   1,416,052            

Total Expenditures 18,556,363   1,118,152      2,777,481           1,416,052   8,155,646     390,098           32,413,792          

Excess revenues over (under) expenditures 1,718,862     (86,004)          (4,282)                 55,933        (8,153,758)    (104,044)          (6,573,293)           

Net Change in Fund Balances 1,718,862     (86,004)          (4,282)                 55,933        (8,153,758)    (104,044)          (6,573,293)           

Fund Balances Beginning of the Year 3,919,610     268,710         11,287                1,316,535   10,983,563   974,970           17,474,675          

Fund Balances End of the Year 5,638,472$   182,706$       7,005$                1,372,468$ 2,829,805$   870,926$         10,901,382$        

The accompanying notes are an integral part of this statement.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of

Governmental Funds to the Statement of Activities

For the Year Ended June 30, 2016

Net Change in Fund Balances Governmental Funds (6,573,293)$         

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

Governmental funds report capital outlay as expenditures.  However, in the
Statement of Activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense.  This is the amount by which depreciation
exceeded capital outlay in the current period.

Capital outlay 8,468,351$          
Depreciation expense (1,541,806)           

6,926,545            

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.  This amount represents the change in net position liability,
pension-related deferred outflows/inflows of resources in the current period.

Pension contributions (2,178,998)           
Pension expense 468,109               
Principal payment on long-term debt 843,606               

(867,283)              

The change in net position of the internal service fund is reported with governmental activities. 969,186               

Change in Net Position of Governmental Activities 455,155$             

The accompanying notes are an integral part of the financial statements.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Proprietary Fund

Statement of Net Position

June 30, 2016

Governmental
Activities

Internal Service
Fund

Self-Insurance
Fund

Assets
Current Assets

Cash and investments 1,442,323$        
Cash with fiscal agent 36,000               

Total Current Assets 1,478,323          

Total Assets 1,478,323          

Net Position
Restricted 1,478,323          

Total Net Position 1,478,323$        

The accompanying notes are an integral part of this statement.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Proprietary Fund

Statement of Revenues, Expenses, and Changes in Net Position

For the Year Ended June 30, 2016

Governmental
Activities

Internal Service
Fund

Self-Insurance
Fund

Operating Revenues
Premiums 3,160,574$        

Operating Expenses
Central service

Purchased services
Other (2,193,122)         

Operating income (loss) 967,452             

Non-Operating Revenue (Expense)
Local sources

Earnings on investments 1,734                 

Income (loss) before operating transfers 969,186             

Operating Transfers
Transfers in

Net income (loss) 969,186             

Net Position Beginning of the Year 509,137             

Net Position End of the Year 1,478,323$        

The accompanying notes are an integral part of this statement.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Proprietary Funds

Statement of Cash Flows

For the Year Ended June 30, 2016

Governmental
Funds

Internal Service
Fund

Self-Insurance
Fund

Cash Flows from Operating Activities
Cash received from customers 3,160,574$        
Cash payments to suppliers for goods and services (2,193,122)         

Net Cash Flows provided (used) by Operating Activities 967,452             

Cash Flows from Investing Activities
Earnings on investments 1,734                 

Net Cash Flows provided (used) by Investing Activities 1,734                 

Net Increase (Decrease) in Cash and Cash Equivalents 969,186             

Cash and Cash Equivalents Beginning of the Year 509,137             

Cash and Cash Equivalents End of the Year 1,478,323$        

Reconciliation of operating income (loss) to Net
Cash provided (used) by Operating Activities

Operating income (loss) 967,452$           

Total adjustments

Net Cash Flows provided (used) by Operating Activities 967,452$           

The accompanying notes are integral part of this statement.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Fiduciary Fund

Statement of Fiduciary Net Position

As of June 30, 2016

Agency
Fund

Assets
Cash 271,912$             

Total Assets 271,912$             

Liabilities
Accounts payable 1,202$                 
Due to agency recipients 270,710               

Total Liabilities 271,912$             

The accompanying notes are an integral part of this statement.
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1. Summary of Significant Accounting Policies  

The financial statements of Montezuma County (Cortez) School District RE-1 (the District) have 
been prepared in conformity with generally accepted accounting principles (GAAP) as applied 
to local governmental units.  The Governmental Accounting Standards Board (GASB) is 
responsible for establishing GAAP for state and local governments through its pronouncements 
(Statements of Interpretations).   

 
The following significant accounting policies were applied in the preparation of the 
accompanying financial statements. 

Reporting Entity - The District is governed by a seven-member Board of Education (“Board”) 
and is organized and operates in accordance with Colorado statutes.  Board members are 
elected by the citizens of the District, not appointed by any other governing body.  The Board                     
selects the superintendent of schools.  The Board is solely responsible for the District’s budget 
adoption process.  The District has the authority to levy taxes and issue debt.  The District 
meets the criteria of a primary government; its’ board is the publicly elected governing body; it 
is a legally separate entity; and it is fiscally independent.  The District is not included in any 
other government reporting entity.      

Charter Schools - The Legislature of the State of Colorado enacted the “Charter School Act – 
Colorado Revised Statutes (CRS) Section 22-30.5-101 in 1993.  This act permits the District to 
contract with individuals and organizations for the operation of schools within the District.  The 
statutes define these contracted schools as “charter schools.”  Charter schools are financed 
from a portion of the District’s School Finance Act Revenues (based on student enrollment), 
state and federal grants, as well as other revenues generated by the charter schools, within the 
limits established by the Charter School Act.  Charter schools have separate governing boards; 
however, the District’s Board of Education must approve all charter school applications and 
budgets.  Based on criteria set forth in GASB Statement 61, The Financial Reporting Entity: 
Omnibus and amendment of GASB 14 and 34, the Battlerock Charter School, the Southwest 
Open School and the Children’s Kiva Montessori Charter School have been included in the 
District’s basic financial statements in a separate column, as discretely presented component 
units.  The Charter Schools audits are located in the administration office of each of the 
Schools. 
 
Government-wide and Fund Financial Statements - The government-wide financial 
statements (the statement of net position and the statement of activities) display information on 
all of the non-fiduciary activities of the primary government and its component units.  For the 
most part, the effect of interfund activity has been removed from these statements.  
Governmental activities, which are normally supported by taxes and intergovernmental 
revenues, are reported separately from Business-type activities, which rely to a significant 
extent on charges for support.  Likewise, the primary government is reported separately from its 
legally separate component units for which the District is financially accountable. 
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The statement of activities demonstrates the degree to which the direct expense of a given 
function or segments are offset by program revenues.  Direct expenses are those that are 
clearly identifiable with a specific function or segment.  Program revenues include 1) fees and 
charges to customers or applicants who purchase, use or directly benefit from goods, services 
or privileges provided by a given function or segment and 2) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular function or segment.  
Revenues that are not classified as program revenues, including all taxes, are reported as 
general revenues.  
 
The accounts of the District are organized on the basis of funds, each of which is considered a 
separate accounting entity.  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.  Major individual governmental 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 has no non-major funds. 
 
Measurement Focus and Basis of Accounting - The government-wide financial statements 
are reported using the economic resources measurement focus and the accrual basis of 
accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the 
timing of the related cash flow.  On an accrual basis, property taxes are recognized as revenue 
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 effect of interfund activity has generally been eliminated from the governmental-wide 
financial statements.  Exceptions to this are charges between the District’s governmental and 
business-type activities and component units.  Elimination of these charges would distort the 
direct costs and program revenues reported for the various functions concerned. 
 
Governmental Funds – Governmental funds are used to account for the District’s general 
governmental activities including the collection and disbursement of earmarked funds (special 
revenue funds).  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 services expenditures, as well as expenditures related to 
compensated absences and claims and judgments, are recorded only when payment is due 
and payable.  General capital asset acquisitions are reported as expenditures in governmental 
funds.  Proceeds from long-term debt and capital leases are reported as other financing 
sources. 
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Those revenues subject to accrual are property taxes, charges for services and expended 
grants associated with the current fiscal period.  All other revenue items are considered to be 
measurable and available only when cash is received by the government.  
 
The accounts of the District are organized and operated on the basis of funds.  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 District reports the following major governmental funds: 

General Fund – The General Fund is the general operating fund of the District.  It is used to 
account for all financial resources except those required to be accounted for in another 
fund.  Major revenue sources include local property taxes, specific ownership taxes, and 
State of Colorado equalization funding, as determined by the School Finance Act of 1994, 
as amended. 

 
Food Service Fund – The Food Service Fund is used to account for the financial 
transactions related to the food service operations of the District.   
 
Governmental Designated Purpose Grants Fund - The Governmental Designated 
Purpose Grants Fund maintains a separate accounting for programs funded by federal, 
state and local grants.   

Bond Redemption Fund – The Bond Redemption Fund is used to account for the 
accumulation of resources for, and the payment of, long-term debt principal, interest and 
related costs.  

 
 High School Building Fund – The High School Building Fund is used to account for the 

accumulation of funds from the Colorado BEST Grant and the voter approved general 
obligation bonds along with the associated expenditure of those funds for the construction of 
a new high school. 

Capital Projects Fund – The Capital Projects Fund is used to account for the accumulation 
of resources and expenditure of resources for capital improvements within the District.  

Proprietary Funds – Proprietary Funds distinguish operating revenues and expenses from non-
operating items.  Operating revenues and expenses generally result from providing services and 
delivering goods in connection with a proprietary fund’s principal ongoing operations.  The 
principal revenues of the District’s enterprise funds are charges for services.  Operating 
expenses for enterprise funds include cost of sales and services and administrative expenses.  
All revenues and expenses not meeting this definition are reported as non-operating revenues 
and expenses. The District reports the following proprietary fund: 

 
Internal Service Fund – Self Insurance Fund – The Self Insurance Fund is used to 
account for the District’s medical benefit program. 
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Fiduciary Funds – Fiduciary Funds reporting focuses on net assets and changes in net assets.  
The fiduciary funds account for assets held by the District under a trust agreement for 
individuals, private organizations, or other governments and are therefore not available to 
support the District’s own programs.   

Agency Funds – Agency Funds are custodial in nature and does not present results of 
operations or a measurement focus.  The District has one agency fund, the Pupil Activity 
Fund. 

 
Assets, Liabilities, Deferred Outflows/Inflows of Resources and Equity 
 
Cash and Investments - Cash and cash equivalents for the purpose of the statement of cash 
flows, are to be considered highly liquid investments with original maturities of three months or 
less.  Investments in external investment pools are stated at cost, which is equal to fair value. 
 
Due to/from Charter Schools - Due to/from Charter Schools represents amounts that are due 
to/from the Charter Schools.  The amounts are normal transactions that are paid in the next two 
months or less. 
 
Short-term Interfund Receivable/Payables – During the course of operations, transactions 
occur between individual funds for goods or services rendered.  These are paid in the next two 
months or less. 
 
Grants Accounts Receivable - State and federal grants are considered to be earned to the 
extent of expenditures made under the provisions of the grant.  Grants receivable are recorded 
when expenditures are made and the grant monies have not been received.   

Capital Assets - Capital assets, which include land, building and improvements, furniture, 
equipment, and vehicles are reported in the government-wide financial statements.  Capital 
assets are defined by the District as assets with an initial, individual cost of more than $5,000 
and an estimated useful life in excess of two years.  Such assets are recorded at historical cost 
or estimated historical cost if actual historical cost is not available.  Donated capital assets are 
valued at their estimated fair value on the date donated.  The District maintains a capitalization 
threshold of $25,000 for major outlays for buildings and improvements.  The District does not 
possess any infrastructure. 

The cost of normal maintenance and repairs that do not add to the value of an asset or 
materially extend the life of an asset are not capitalized.   

 
All reported capital assets are depreciated.  Depreciation is computed using the straight-line 
method over the following useful lives: 
 
 Buildings and Improvements  20-50 Years 
 Furniture and Equipment     5-15  Years 
 Vehicles            8 Years  
  



MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1 
 

NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2016 

 

 27 

Deferred Outflows/Inflows of Resources – In additions to assets, the statement of financial 
position and balance sheets 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 and fund balance that applies to future period(s) and 
so will not be recognized as an outflow or resources (expense/expenditure) until that time. 
 
In addition to the liabilities, the statement of financial position and balance sheets 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 and 
fund balance that applies to future period(s) and so will not be recognized as an inflow of 
resources (revenue) until that time. 
 
Accrued Salaries and Benefits Payable – Accrued salaries and benefits payable represent 
the liability to teachers and certain other employees who earn their salaries over the nine-
month school year bur are paid over a twelve-month period.  Changes in the accrual are 
reflected in expenditures or expense on the applicable fund’s statement of revenue, 
expenditures and changed in fund balance. 

Compensated Absences – Under the District’s policies, employees earn vacation leave and 
sick leave based on longevity of services or position. 

Instructional staff vacation must be taken during the summer, before the succeeding school 
term, or be lost.  Administrative staff vacation shall be 16 days per year.  Unused vacation may 
be accumulated up to 30 days.  Vacation for support staff accumulates at 10 to 20 days per 
year.  Unused vacation can accumulate up to 5 days.  Vacations are to be taken throughout the 
year (and not accumulate over into another year).  Vacation is not accrued since the amount 
does not exceed a normal year’s accumulation. 

Sick leave with pay shall be granted to each employee of the District.  It may be used for the 
employee’s illness, quarantine or disability or for the illness or death of members of the 
immediate family. 

Sick leave will begin accruing on the first day of employment and will accrue at the rate of 10 
days per year, plus an additional two days for employees having twelve-month contracts.  A 
maximum of 60 days sick leave may be accumulated.  Days, as specified here pertain to 
teaching days. 

If an employee is unable to return to work after sixty (60) consecutive working days, he will be 
dropped from the payroll and transferred to income protection, but he will maintain his tenure 
and salary increment status at the time of his illness or disability if he returns to service in the 
District within 24 months from the date of the beginning of personal deduction.  Accumulated 
sick leave does not vest with the employee; that is, the employees have no right to be 
reimbursed for unused sick leave if they terminate.  Under generally accepted accounting 
principles, there is, therefore, no expense or liability for accumulated sick leave or vacation 
included in the financial statements. 
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Grants Deferred Revenues – Grants deferred revenue arise when resources are received by 
the District before it has a legal claim to them, as when grant monies are received prior to 
meeting eligibility requirements.  In subsequent periods, when both revenue recognition criteria 
are met, or when the District has a legal claim to the resources, the liability for deferred revenue 
is removed and revenue is recognized. 
 
Long-term Debt - In the government-wide financial statements long-term debt and other long-
term obligations are reported as liabilities in the applicable governmental activities. 
 
Fund Equity - The fund balances of the governmental funds are reported in classifications 
based on the extent to which the District is bound to honor constraints for the specific purposes 
on which amounts in the fund can be spent as follows; 

 
 Nonspendable fund balance represents assets that cannot be spent because of their 

form or legally or contractually must be maintained intact.  
 Restricted fund balance reflects resources that are subject to externally enforceable 

legal limitations.   
 Committed fund balance is the portion that is limited to specific purposes determined 

by a formal action of the Board of Education, the District’s highest level of decision 
making authority.  Commitments may be modified or rescinded only through 
resolutions approved by the Board of Education.   

 Assigned fund balance displays the District’s intended use of these resources. The 
assigned fund balance amounts are assigned by the business manager, per the 
District policy. 

 Unassigned fund balance represents resources with residual net resources. 
 
Restricted fund balance consists of required TABOR reserves of $760,000, debt service per 
covenants of $1,372,468 and the High School Capital Projects of $2,829,805. 

 
When determining categories of fund balance, it is assumed that the type of expenditure 
determines the primary use of fund balance.  When an expenditure is incurred for purposes for 
which both restricted and unrestricted fund balance is available, the District considers restricted 
funds to have been spent first.  Once the commitment or assignment is satisfied unassigned 
resources are used.  
 
Net Position - Net position represents the difference between assets, deferred outflows of 
resources and liabilities and deferred inflows of resources.  Net investment in capital assets, 
consists of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction or improvement of those 
assets.  Net position is reported as restricted when there are liabilities imposed on their use 
either through the enabling legislation adopted by the District or through external restrictions 
imposed by creditors, grantors or laws or regulations of other governments.   
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Pensions – The District participates in the School Division Trust Fund (SCHDTF), a cost-
sharing multiple-employer defined benefit pension plan 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 and 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. 

 
Inter-fund Transactions - Quasi-external transactions are accounted for as revenues, 
expenditures or expenses.  Transactions that constitute reimbursements to a fund for 
expenditures/expenses initially made from it that are properly applicable to another fund, are 
recorded as expenditures/expenses in the reimbursing fund and as reductions of 
expenditures/expenses in the fund that is reimbursed.  All other interfund transactions, except 
quasi-external transactions and reimbursements, are reported as transfers. 

Property Tax Revenue Recognition - Property taxes for a calendar year are certified by the 
Board of Education by December 15 and levied on assessed valuation by the county 
commissioners by December 22, are due and payable in the subsequent calendar year.  
Assessed values are established by the county assessor.  Property taxes attach as an 
enforceable lien on property as of January 1 of the year in which payable.  Property taxes are 
payable in full by April 30 or in two equal installments due February 28 and June 15.  The 
county bills and collects property taxes for all taxing districts in the county.  The property tax 
receipts collected by the county are generally remitted to the District in the subsequent month. 

  
Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activity of the proprietary funds.  For the District, these 
revenues are premiums related to medical benfits.  Operating expenses are necessary costs 
incurred to provide the goods or services that are the primary activities of the fund.  All 
revenues and expenses not meeting this definition are reported as non-operating revenues and 
expenses. 

Budgets and Budgetary Accounting - The District is required by Colorado Statutes to adopt 
annual budgets for all funds.  Each budget is prepared on the same basis (GAAP basis) as that 
used for accounting purposes. 

The following procedures are followed in establishing the budgetary data reflected in the        
financial statements: 

Prior to June 1, the Superintendent’s staff 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 to obtain comments. 
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Prior to June 30, the budget is legally adopted through passage of a resolution by the Board 
of Education.  However, the Board can review and change the adopted budget through 
January 31. 

Formal budgetary integration is employed as a management control device during the year.  
Encumbrance accounting is employed by the District.  Encumbrances outstanding at year 
end do not constitute expenditures or liabilities because the commitments will be re-
appropriated and honored during the subsequent year. 
 

2. Cash and Investments 
 

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the District’s 
deposits might not be recovered.  However, there is no custodial risk for public deposits 
because they are collateralized under the Colorado Public Deposit Protection Act (PDPA). The 
PDPA specify eligible depositories for public cash deposits, which must be Colorado institutions 
and must maintain federal insurance on deposits held.  Each eligible depository with deposits in 
excess of the insured levels must pledge a collateral pool of defined eligible assets, to be 
maintained by another institution or held in trust for all of its local governmental depositors as a 
group, with a market value at least 102% of the uninsured deposits.  The State Regulatory 
Commissions for banks and savings and loan associations are required by statue to monitor 
the naming of eligible depositories and the reporting of uninsured deposits and assets 
maintained in the collateral pools. 

 
For investments, custodial risk is the risk that, in the event of the failure of the counterparty, the 
District will not be able to recover the value of its investments or collateral securities that are in 
the possession of an outside party.  Colorado statues define eligible investments for local 
governments.  Those include bonds and other interest-bearing obligations of or guaranteed by 
the United States government or its agencies, bonds which are direct obligations of the State of 
Colorado or any of it political subdivisions, repurchase agreements, commercial paper, 
guarantee investment contracts and local government investment pools.  The District has no 
investments exposed to custodial credit risk. 

 
Interest Rate Risk is the risk that changes in market interest rates will adversely affect the fair 
value of an investment.  Colorado revised statutes limits maturities to five years or less.  The 
District has no investments exposed to interest rate risk.   

 
Credit risk is the risk that an issuer of an investment will not fulfill its obligations to the holder of 
the investment.  This is measured by the assignment of a rating by a nationally recognized 
statistical rating organization.  Credit risk in the portfolio is minimized by investing the majority 
of asset in US Treasury and Instrumentalities which have the support of US government and 
failure to receive maturing funds is remote. 
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At June 30, 2016, the District had investments in one local governmental investment pool, the 
Colorado Government Liquid Asset Trust (COLOTRUST).  COLOTRUST is an investment 
vehicle established for local government entities in Colorado to pool surplus funds for 
investment purposes.  COLOTRUST is routinely monitored by the Colorado Division of 
Securities with regard to its operations and investments, which are also subject to provisions of 
C.R.S. Title 24, Article 75, and Section 6.  The fair value of the investments in COLOTRUST is 
the same as the value of the pool shares.  None of these types of investments are categorized 
because they are not evidenced by securities that exist in physical or book entry form.  
COLOTRUST is rated AAAm from Standard and Poor’s.  Financial statements for 
COLOTRUST may be obtained at www.colotrust.com.   

 
At June 30, 2016, the carrying amount of the District’s cash and investments was $13,847,034, 
including $271,912 of agency fund deposits.  The District’s bank balances were $5,437,190 and 
COLOTRUST balances were $8,736,281.  The District’s bank balances at June 30, 2016 and 
during the year ended June 30, 2016 were entirely covered by FDIC insurance or pledged 
collateral held by the District’s agent banks in the name of governmental accounts of which the 
District is a part. 
 

3. Interfund Balances and Transfers 
 

Balances of interfund receivables, payables and transfers at June 30, 2016 are as follows: 
 
 

Due Due
To From

General Fund 89,089$    
Governmental Designated

Purpose Grants Fund 1,430        90,519$    

Totals 90,519$    90,519$    

Fund

 
 
There were no transfers in fiscal year 2016. 
 
All interfund receivables and payables are the result of normal business and are expected to be 
paid in the next two months or less.   
 
 
 
 
 
 
 
 

http://www.colotrust.com/
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4. Federal and State Administered Grants  
 

Federal and state administered grants are considered to be earned to the extent of 
expenditures made under the provisions of the grant and, accordingly, when such funds are 
received they are recorded as deferred revenues until earned.  Receivables and Deferred 
Revenues at June 30, 2016 are as follows: 

 
 
  

Deferred
Receivable Revenue

Governmental Designated Purpose Grants Fund
Local Grants 3,487$        
State Grants

From Colorado Department of Education
ELPA 42,399        
Read Act 9,898           

Federal Grants
From Colorado Department of Education

Title I 96,741$         
Title II Part A Teacher Quality 17,792           
21st Century 7,518             
Title VI Part B Rural and Low Income 5,248             

Other Grants 44,351           55,042        

Totals 171,650$       110,826$    

Fund
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5. Capital Assets  

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

Capital Capital
Assets Assets

July 1, 2015 Increase Decrease June 30, 2016
Governmental Activities

Capital Assets, being depreciated
Buildings and Improvements 29,058,787$ 40,848,354$ 69,907,141$ 
Equipment 3,358,520      20,953           3,379,473      
Less Accumulated Depreciation (20,590,189)  (1,541,806)     (22,131,995)  

Total Capital Assets, being depreciated 11,827,118    39,327,501    -                       51,154,619    

Capital Assets, not being depreciated
Land 812,080         812,080         
Construction in Progress 32,400,956    (32,400,956)$ -                      

Total Governmental Activities Capital Assets 45,040,154$ 39,327,501$ (32,400,956)$ 51,966,699$ 
 

Depreciation expense was charges as a direct expense to the following governmental 
programs: 

 

 

Instruction 3,018$           
Operations and Maintenance 7,353             
Transportation 72,992           
Food Service Operations 3,609             
Facility Acquisition 1,454,834      

Total Depreciation Governmental Activities 1,541,806$   
 

6. Accrued Salaries  

Certified instructors of the District are contracted for nine months annually between Labor Day 
and June 1.  These instructors, while only working nine months, are paid for their services in 
twelve equal monthly installments.  On June 30 of each year they have completed their entire 
contract, but have only received 10/12 of the related compensation with the difference to be 
paid over the summer break.  The difference, totaling $2,242,384, is reflected as an accrued 
expense at June 30, 2016. 
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7. Long-Term Debt   

 
Series 2012H Certificate of Participation, Tax Exempt Matching Money Bonds, Series 
2013 General Obligation Bonds Payable - These general obligation bonds were issued 
November 27, 2012 and February 6, 2013, respectively, for the purpose of constructing a new 
high school.  The Series 2012H Certificate of Participation Bonds of $19,357,769 were used to 
match $22,724,338 in State of Colorado BEST program funds as required under the State of 
Colorado Building Excellent Schools Today Qualified School Construction Program.  The 
proceeds from the bonds were transferred to an account administered by the State of Colorado 
until needed for construction costs.  This account is shown as “cash with fiscal agent” in the 
High School Capital Projects Fund.  In addition to the Series 2012H Certification of Participation 
Bonds and the BEST program funds, the District will use $1,890,000 of Series 2013 General 
Obligation Bonds to finance new athletic fields for the District.  The Series 2012H Certificate of 
Participation Bonds were issued at an interest rate of 3.01%.  The Series 2013 General 
Obligation Bonds carry interest at 2% to 3%.  The repayment of the bonds is recorded in the 
Debt Service Fund. 
 

 The annual requirement to amortize the bonds outstanding are as follows: 
 
 

      

Fiscal Year Ending June 30 Principal Interest Principal Interest
2017 786,559$       502,948$    80,000$      44,600$         
2018 810,202         478,949      80,000        43,000           
2019 834,556         454,229      80,000        41,400           
2020 859,642         428,766      85,000        39,750           
2021 885,482         402,538      85,000        38,050           
2022-2026 5,900,700      1,712,654   565,000      163,800         
2027-2031 5,784,812      721,828      555,000      68,700           
2032 1,263,353      37,975        120,000      3,600             

Total 17,125,306$ 4,739,887$ 1,650,000$ 442,900$       

Certificates of Participation
Series 2012H Series 2013

General Obligation Bonds
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Changes in Long-Term Debt - A summary of changes in long-term debt follows: 

Long Term Long Term
Debt Debt

July 1, 2015 Issued Retired June 30, 2016
Long-Term Debt

Series 2012H Certificate of Participation 17,888,912$ (763,606)$   17,125,306$ 
Series 2013 General Obligation Bonds 1,730,000      (80,000)       1,650,000      

Total Long-Term Debt 19,618,912$ -$                 (843,606)$   18,775,306$ 
 

8. Fund Balance Restrictions and Assignments 
 
 Restricted indicates that a portion of the fund balance can only be spent for specific purposes 

because of state of federal laws, or externally imposed conditions by grantors or creditors.  
Assigned indicates amounts that are designated for a specific purpose by the Board of 
Education but are not spendable until appropriated.  The District uses the following restrictions 
and assignments:  

 
Restricted 
 
TABOR is required by an amendment to the State Constitution, Article X; Section 20, known 
as the Tabor Amendment, which requires local government units to establish emergency 
reserves.  The designation is a minimum of three percent of the current fiscal year eligible 
expenditures.  Local governments are not allowed to use the emergency reserves to 
compensate for economic conditions, revenue shortfalls, or salary or benefit increases. 
Fund balance reserved for emergencies consists of $760,000 in the General Fund. 
 
Capital Projects indicates the amount of fund balance that is restricted for the construction 
of a new high school pursuant to the issuance of the 2012 Certificate of Participation Bonds 
and the 2013 General Obligation Bonds.  Fund balance restricted for capital construction 
consists of $2,829,805 in the High School Building Fund. 
 
Debt Service indicates the amount of fund balance that is restricted for the repayment of 
the District’s outstanding bonds.  Fund balance restricted for debt service consists of 
$1,372,468 in the Bond Redemption Fund. 
 
Committed represents 2009 property tax paid by Kinder Morgan in fiscal year 2016.  Kinder 
Morgan has appealed the assessed values for these funds and has appealed to the state.  
The Montezuma County (Cortez) Board of Education, per resolution, committed these funds 
until the process is resolved in the courts. 
 
 
 
 
 



MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1 
 

NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2016 

 

 36 

Assigned 
 
Assigned for future expenditures - indicates anticipated fund balance available for 
appropriation in the next budget year.  Fund balances assigned for future expenditures 
consist of the following: 
 

General Fund 3,627,178$   
Food Service Fund 182,706         
Governmental Designated-Purpose Grants Fund 7,005             
Capital Projects Fund 870,926         

Totals 4,687,815$   
 

9. Budgets and Budgetary Accounting 
 

Budgeted amounts reported in the accompanying financial statements are as originally      
adopted and as amended by the Board of Directors throughout the year.  Following is a 
summary of the revised budget, actual amount spent and variance.  
 
 

Variance
Revised Favorable
Budget Actual (Unfavorable)

Governmental Activities
General Fund 19,780,117$ 18,556,363$ 1,223,754$   
Food Service Fund 1,222,463      1,118,152      104,311         
Governmental Designated

Purpose Grants Fund 2,991,258      2,777,481      213,777         
Bond Redemption Fund 1,442,602      1,416,052      26,550           
High School Building Fund 10,985,363   8,155,646      2,829,717      
Capital Projects Fund 1,290,870      390,098         900,772         

Business-Type Activities
Internal Service Fund

Self Insurance Fund 3,033,016      2,193,122      839,894         
Fiduciary Fund

Student Trust Agency Fund 987,863         614,861         373,002         
 

 
Appropriations are adopted by resolution for each fund in total and lapse at the end of each 
year.  Over-expenditures are not deemed to exist unless the fund as a total has 
expenditures in excess of appropriations.   
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10. Jointly Governed Organization 
 
The District is a participant among nine school districts in a jointly governed organization to 
operate the San Juan Board of Cooperative Educational Services (BOCES).  The BOCES is a 
regional education service unit created under the “Board of Cooperative Services Act of 1965” 
of the Colorado Revised Statutes.  The BOCES provides unique education services that the 
member districts could not provide individually on a cost-effective basis.  The BOCES 
governing board is made up of representatives from each member district’s board.  The 
governing board control budgeting and fiscal matters.  The District does not have an ongoing 
financial interest in or ongoing financial responsibility for the BOCES.  Financial statements for 
the BOCES can be obtained by contacting the Director of Business Services at (970)247-3261.  
The District had no debt with BOCES at year end. 

11. Defined Benefit Pension Plan 

Plan Description – Eligible employees of the District are provided with pensions through the 
School Division Trust Fund (SCHDTF), a cost-sharing multiple-employer defined benefit 
pension plan as defined in Governmental Accounting Standards Board (GASB) Statement No. 
67 and is administered by the Public Employees’ Retirement Association of Colorado (PERA).  
PERA issues a publicly available comprehensive annual financial report (CAFR) that can be 
obtained at www.copera.org/investments/pera-financial-reports. 

 
 Benefits Provided – Plan benefits are specified in Title 24, Article 51 of the Colorado Revised 

Statutes (C.R.S.), administrative rules set forth at 8 C.C.R. 1502-1, and applicable provisions of 
the federal Internal Revenue Code.  Colorado State law provisions may be amended from time 
to time by the Colorado General Assembly. 

 
 The SCHDTF serves as a defined benefit retirement plan where retirees receive a predictable 

monthly benefit for their lifetime, and generally, an increase each year, as eligible.  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. Title 24-51-602, 604, 1713, and 1714.  

 
 The lifetime retirement benefit for all eligible retiring employees under the PERA benefit 

structure is the greater of the: 
 

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

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

 
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. 

  

http://www.copera.org/investments/pera-financial-reports
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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 (COLAs) as established by State Statutes.  
Benefit recipients who began eligible employment before January 1, 2007 receive an annual 
increase of 2 percent, unless the plan has a negative investment year, in which case the annual 
increase for the next three years is the lessor of 2 percent or the average Consumer Price 
Index for Urban Wage Earners and Clerical Workers (CPI-W) for the prior calendar year.  
Benefit recipients who began eligible employment after January 1, 2007 receive an annual 
increase of the lessor of 2 percent or the average CPI-W for the prior calendar year, not to 
exceed 10 percent of PERA’s Annual Increase Reserve 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 and benefit formula shown above considering a minimum 20 
years of service credit. 
 
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 the District are required to contribute to the SCHDTF 
at a rates established by Title 24, Article 51, Part 4 of the C.R.S.. These contributions 
requirements are established and may be amended by the State Legislature.  Eligible 
employees are required to contribute 8 percent of their PERA-includable salary.  The employer 
contribution requirements are summarized the following table: 
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For the For the
Year Ended Year Ended

December 31, December 31,
2015 2016

Employer Contribution Rate1 10.15% 10.15%
Amount of Employer Contribution apportioned to the

Health Care Trust Fund (HCTF) as specified in
C.R.S. § 24-51-208(1)(f)1 -1.02% -1.02%

Amount Apportioned to the SCHDTF1 9.13% 9.13%
Amortization Equalization Disbursement (AED) as

specified in C.R.S. § 24-51-4111 4.20% 4.50%
Supplemental Amortization Equalization

Disbursement (SAED) as specified in C.R.S.
§ 24-51-4111 4.00% 4.50%

Total Employer Contribution Rate to the SCHDTF1 17.33% 18.13%

1Rates 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 which the compensation 
becomes payable to the member and the District is statutorily committed to pay the 
contributions to the SCHDTF.  Employer contributions recognized by the SDHDTF from the 
District were $2,123,837 for the year ended June 30, 2016. 

  
 Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 

Inflows of Resources Related to Pensions 
 
 At June 30, 2016 the District reported a liability of $43,009,778 for its proportionate share of the 

net position 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.  SCHDTF included the Southwest Open School 
and the Battle Rock Charter School in the Montezuma County (Cortez) School District’s 
(“District”) proportion. The District’s proportion of the net pension liability was based on a 
percentage of the Montezuma County (Cortez) School District RE-1’s (“District”) 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 Districts proportion was .3001754036 
percent, which was decrease of .0087491538 percent from its proportion measured as of 
December 31, 2014.  The District’s contributions were 93.383% (.2812145367 percent) of the 
total contributions. 
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 For the year ended June 30, 2016, the District recognized pension expense of $2,978,108.  As 

June 30, 2016, the District reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

  

 

Deferred Deferred
Outflows of Inflows of
Resources Resources

Difference between expected and actual experience 567,949$         1,791$              

Change in assumptions 607,803           

Net difference between projected and actual earnings
on pension plan investments 3,657,038        

Changes in proportion and differences between
contributions recognized and proportionate 
share of contributions 1,150,618        

Contributions subsequent to the measurement date 1,119,909        

5,344,896$      1,760,212$      
 

$1,119,909 reported as deferred outflows or 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 452,057$         
2018 507,131           
2019 755,666           
2020 749,921           

Total 2,464,775$      
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Actuarial Assumptions – The total pension liability in the December 31, 2014 actuarial 
valuation was determined using the following actuarial assumptions and other inputs: 

 

 

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

investments expense, 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 morality improvements based on a projection of Scale AA to 
2020 with males set back one year, and females set back two years. 

 
 The actuarial assumptions used the December 31, 2014, valuation were based on the results of 

an actuarial experience study for the period January 1, 2008 to December 31, 2011, adopted 
by PERA’s governing board on November 13, 2012 and an economic assumption study, 
adopted by PERA’s governing board on November 15, 2013 and January 17, 2014. 

 
 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 most recent analysis of the long-term expected rate of return, presented to the PERA 

governing board on November 15, 2013, the target allocation and best estimates of geometric 
real rates of return for each major asset class are summarized in the following table: 
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10 Year
Expected

Target Geometric Real
Allocation 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% 

 
 Discount rate.  The discount rate used to measure the total pension liability was 7.50 percent.  

The projections of cash flows to determine the discount rate assumed that employee 
contributions will be made at the current contribution rate, and that employer contributions will 
be made a rates equal to the fixed statutory rates specified in law, including current and future 
AED and SAED, until the Actuarial Value Funding Ratio reaches 103 percent, at which point, 
the AED and SAED will each drop 0.50 percent every year until they are zero.  Based on those 
assumptions, the SCHDTF’s fiduciary net position was projected to be available to make all 
projected future benefit payments of current members.  Therefore, the long-term expected rate 
of return 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. 

 
 Sensitivity of the District’s proportionate share of the net pension liability to changes in the 

discount rate.  The following presents the proportionate share of the net pension liability 
calculated using the discount rate of 7.50 percent, as well as what the proportionate share of 
the net position 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: 



MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1 
 

NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2016 

 

 43 

 

Current
1 % Decrease Discount Rate 1 % Increase

(6.50%) (7.50%) (8.50%)
Proportionate share of the net

pension liability 43,439,876$    43,009,778$    42,579,680$    
 

 
 Pension plan fiduciary net position.  Detail information of 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. 

 
12.   Other Post-Employment Benefits 

 
Health Care Trust Fund 
 
Plan Description – The District contributed to the Health Care Trust Fund (“HCTF”), a cost-
sharing multiple-employer healthcare trust administered by PERA.  The HCTF benefit provides 
a health are premium subsidy and health care program (known as PERACare) to PERA 
participating benefits recipients and their eligible beneficiaries.  Title 24, Article 51, Part 12 of 
the C.R.S., as amended, established 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 and a publicly available comprehensive annual financial report that 
included financial statements and required supplemental information for the HCTF.  That report 
can be obtained as www.copera.org/investments/pera-financial-reports. 
 
Funding Policy – The District 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 requirement for the District 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, 2014, 2015 and 2016, the District’s employer contributions to the HCTF 
were $122,919, $124,104, and $125,341, respectively, equal to their required contribution for 
each year. 
 

13. Defined Contribution Pension Plan 

 
Voluntary Investment Program 
 
Plan Description – Employees of the District that are also members of the SCHDTF may 
voluntarily contribute to the Voluntary Investment Program, an Internal Revenue Code Section 
401(k) defined contribution plan administered by PERA.  Title 24 Article 51 Part 14 of the 
C.R.S., as amended, assigns the authority to establish the Plan provisions to the PERA Board 
of Trustees, PERA issues a publicly available comprehensive annual financial report for the 
Plan.   That report can be obtained at www.copera.org/investments/pera-financial-reports. 

http://www.copera.org/investments/pera-financial-reports
http://www.copera.org/investments/pera-financial-reports
http://www.copera.org/investments/pera-financial-reports
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Funding Policy – The Voluntary Investment Program is funded by voluntary member 
contributions up to the maximum limits set by the Internal Revenue Service, as established 
under Title 24, Article 51, Section 1402 of the C.R.S., as amended.  The District has not agreed 
to match employee contributions.  Employees are immediately vested in their own 
contributions, employer contributions and investment earnings.  For the year ended June 30, 
2016, program members contributed $185,659 to the Voluntary Investment Program. 

 
 

14. Risk Management  
 
The District is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  The 
District is a member of the Colorado School Districts Self-Insurance Pool (The Pool).  The Pool 
was formed in 1981 to provide 93 member school districts and related educational facilities with 
defined property and liability coverage through joint self-insurance and excess insurance.  The 
District pays an annual premium for its general insurance coverage.  The Pool is self-sustaining 
through member premiums and obtains excess insurance to limit per occurrence exposure to 
$250,000. 

 
The District continues to carry commercial insurance for all other risks of loss including worker’s 
compensation and employee health and accident insurance.  There have been no settled 
claims that have exceeded insurance coverage in any of the past three fiscal years.  There 
have been no significant decreases in insurance coverage from the prior year. 

 
In addition, the District has established a Self-Insurance Fund (an internal service fund) to 
account for and finance its uninsured risks of loss for employee health and accident insurance.  
Under this program, the Fund provides coverage from the purchase of commercial insurance 
for a specific deductible of $110,000, with a maximum aggregate benefit of $1,000,000. 

 
The plan received premiums of $3,160,574 and paid claims of $2,143,857 for the fiscal year.  
$2,943,312 of the premiums charged were paid by the District as employee benefits.   

 
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 people of the District voted to authorize the 
spending of all monies in existing funds and to collect, retain, and expend the full revenue, 
including state grants and taxes, generated during fiscal year 1998 and for each subsequent 
year regardless of any limitation contained in Article X, Section 20, of the Colorado 
Constitution.  The Amendment is complex and subject to judicial interpretation.  The District 
believes it is in compliance with all other requirements of the amendment.  However, the District 
has made certain interpretations of the amendment’s language in order to determine its 
compliance.  
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16. Commitments and Contingent Liabilities 

 
The District had 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 
reimbursement to grantor agencies for expenditures disallowed under terms of the grant.  
District management believes that disallowance, it any, would be immaterial to the basic 
financial statements. 

  



Required supplementary information includes financial information and disclosures that 
are required by the GASB but are not considered a part of the basic financial statements.  

Such information includes:

Budgetary Comparison Schedules
    General Fund
    Food Service Fund
    Governmental Designated-Purpose Grants Fund
Schedule of the District's Pension Contributions
Schedule of the District's Proportionate Share of the Net Pension Liability
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

General Fund

For the Year Ended June 30, 2016
Variance

Actual Favorable
Original Final Amounts (Unfavorable)

Revenues
Local sources

Taxes 12,901,928$        14,781,916$        14,949,693$        167,777$             
Other 282,106               436,754               608,362               171,608               

Intermediate sources 319,736               322,236               302,951               (19,285)                
State sources

State Equalization 6,070,359            5,165,897            5,208,694            42,797                 
Per pupil charter school allocation (2,056,443)           (1,974,317)           (1,958,339)           15,978                 
Grants 688,641               649,363               602,786               (46,577)                

Federal sources
Grants 616,175               616,175               561,078               (55,097)                

Total Revenues 18,822,502          19,998,024          20,275,225          277,201               

Expenditures
Instructional Program 11,907,394          11,933,528          11,331,299          602,229               
Support Programs

Students 909,827               870,115               822,378               47,737                 
Instructional staff 1,075,604            1,079,343            914,562               164,781               
General administration 410,327               424,707               360,930               63,777                 
School administration 1,296,606            1,297,767            1,322,200            (24,433)                
Business 332,069               343,320               336,919               6,401                   
Plant operation and maintenance 2,287,281            2,281,163            2,058,942            222,221               
Student transportation 1,061,193            1,109,722            1,003,239            106,483               
Central support services 412,435               403,662               359,196               44,466                 
Other support services 33,790                 26,790                 46,698                 (19,908)                
Facilities acquisition 10,000                 10,000                 

Total Expenditures 19,726,526          19,780,117          18,556,363          1,223,754            

Excess revenues over (under) expenditures (904,024)              217,907               1,718,862            1,500,955            

Net Change in Fund Balances (904,024)              217,907               1,718,862            1,500,955            

Fund Balances beginning of the year 904,024               3,919,610            3,919,610            -                           

Fund Balances end of the year -$                         4,137,517$          5,638,472$          1,500,955$          

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Revenues, Expenses, and Changes in Net Position - Budget and Actual

Special Revenue Fund
Food Service Fund

For the Year Ended June 30, 2016

(Non GAAP Basis) Variance
Actual Favorable

Original Final Amounts (Unfavorable)
Revenues

Local sources
Food sales 235,000$             235,000$             203,056$                 (31,944)$              
Other 200                      200                      179                          (21)                      

State sources
Grants 16,017                 16,017                 19,341                     3,324                   

Federal sources
Grants 930,005               930,005               809,572                   (120,433)              

Total local sources 1,181,222            1,181,222            1,032,148                (149,074)              

Expenditures
Support programs

Food service operations
Salaries 363,310               363,310               341,237                   22,073                 
Employee benefits 258,548               258,548               243,914                   14,634                 
Purchased services

Property 9,500                   9,500                   16,663                     (7,163)                  
Other 1,300                   1,300                   620                          680                      

Food and supplies 561,805               561,805               496,714                   65,091                 
Property 5,500                   5,500                   3,386                       2,114                   
Other 22,500                 22,500                 15,618                     6,882                   

Total Expenditures 1,222,463            1,222,463            1,118,152                104,311               

Excess revenue over (under) expenditures (41,241)                (41,241)                (86,004)                    (44,763)                

Net change in fund balance (41,241)                (41,241)                (86,004)                    (44,763)                

Fund balance beginning of the year 200,118               268,710               268,710                   -                          

Fund balance end of the year 158,877$             227,469$             182,706$                 (44,763)$              

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

Governmental Designated-Purpose Grants Fund

For the Year Ended June 30, 2016

Variance
Actual Favorable

Original Final Amounts (Unfavorable)
Revenues

Local sources 266,726$             232,293$             236,390$             4,097$                 
State sources

Grants 698,296               754,511               672,373               (82,138)                
Federal sources

Grants 1,905,858            1,993,167            1,864,436            (128,731)              

Total Revenues 2,870,880            2,979,971            2,773,199            (206,772)              

Expenditures
Instructional Program 1,055,512            1,045,027            978,264               66,763                 
Support Programs

Students 665,581               559,267               515,168               44,099                 
Instructional staff 1,011,932            1,272,700            1,174,787            97,913                 
School administration 69,668                 44,114                 19,165                 24,949                 
Business 49,453                 52,963                 50,984                 1,979                   
Student transportation 18,734                 17,187                 15,978                 1,209                   
Other support services 14,953                 (14,953)                
Facilities acquisition 8,182                   (8,182)                  

Total Expenditures 2,870,880            2,991,258            2,777,481            213,777               

Excess revenues over (under) expenditures -                           (11,287)                (4,282)                  7,005                   

Net Change in Fund Balances -                           (11,287)                (4,282)                  7,005                   

Fund Balances beginning of the year 11,287                 11,287                 -                           

Fund Balances end of the year -$                         -$                         7,005$                 7,005$                 

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Pension Contributions

June 30, 2016
Last 10 Years*

2016 2015
Statutorily required contributions 2,178,998$     2,052,694$     

Contributions in relation to the statutory required contribution 2,178,998       2,052,694       

Contibution deficiency (excess) -$                   -$                   

School's covered employee payroll 12,288,408$   12,157,244$   

Contributions as a percentage of covered employee payroll 17.73% 16.88%

* Fiscal year 2015 was the 1st year of implementation, therefore only two years are shown.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of the School's Proportionate Share of the Net Pension Liability

June 30, 2016
Last 10 Years*

12/31/2015 12/31/2014
Proportionate Share of the Net Pension Liability

Montezuma County (Cortez) School District RE-1 0.30017540% 0.31106862%
District's proportionate share of the Net Pension Liability 0.28121454% 0.28997445%

School's proportionate share of the Net Pension Liability 43,009,778$   39,301,278$   

School's covered employee payroll 12,251,192$   12,141,293$   

School's proportionate share of the net pension liability 
as a percentage of its covered employee payroll 351.07% 323.70%

Plan fiduciary net position as a percentage of the total
pension liability 59.20% 64.07%

SCHDTF included the Battlerock Charter School and the Southwest Open School
in the Montezuma County (Cortez) School District's proportion.

The Montezuma County (Cortez) School District's contributions were 93.683% 
of the total contributions.

* Fiscal year 2015 was the 1st year of implementation, therefore only two years are shown.
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Other Supplementary Information

June 30, 2016

Other supplementary information includes financial statements and schedules not 
required by the GASB, or a part of the basic financial statements, but are presented
for purposes of additional analysis.

These statements and schedules include:

Budgetary Comparison Schedules
Debt Service Fund

Bond Redemption Fund
Capital Projects Fund

High School Building Fund
Capital Projects Fund

Proprietary Fund
Self Insurance Fund

Fiduciary Fund
Agency Fund

Pupil Activity Fund
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Variance
Favorable

Original Final Actual (Unfavorable)
Revenues
Local sources

Current property tax 1,472,503$  1,472,503$  1,466,969$  (5,534)$             
Earnings on investments 2,690           2,690                
Other Tax 2,326           2,326                

Total local sources 1,472,503    1,472,503    1,471,985    (518)                  

Total revenues 1,472,503    1,472,503    1,471,985    (518)                  

Expenditures
Debt Service

Interest 613,996       613,996       572,446       41,550              
Principal 828,606       828,606       843,606       (15,000)             

Total expenditures 1,442,602    1,442,602    1,416,052    26,550              

Excess revenue over (under) expenditures 29,901         29,901         55,933         26,032              

Net change in fund balance 29,901         29,901         55,933         26,032              

Fund balance beginning of the year 1,316,535    1,316,535    -                        

Fund balance end of the year 29,901$       1,346,436$  1,372,468$  26,032$            

For the Year Ended June 30, 2016

MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1

Schedule of Revenues, Expenditures and Changes in
Fund Balances- Budget and Actual

Bond Redemption Fund

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

High School
Capital Projects Fund

For the Year Ended June 30, 2016

Variance
Actual Favorable

Original Final Amounts (Unfavorable)
Revenues

Local sources
Earnings on investments 1,800$           1,800$           1,888$           88$                

Total local sources 1,800             1,800             1,888             88                  

Total Revenues 1,800             1,800             1,888             88                  

Expenditures
Support Programs

Facilities acquisition 10,676,444    10,985,363    8,155,646      2,829,717      

Total Support Programs 10,676,444    10,985,363    8,155,646      2,829,717      

Total Expenditures 10,676,444    10,985,363    8,155,646      2,829,717      

Excess revenues over (under) expenditures (10,674,644)   (10,983,563)   (8,153,758)     2,829,805      

Net Changes in Fund Balances (10,674,644)   (10,983,563)   (8,153,758)     2,829,805      

Fund Balances beginning of the year 10,930,138    10,983,563    10,983,563    -                     

Fund Balances end of the year 255,494$       -$                   2,829,805$    2,829,805$    

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

Capital Projects Fund

For the Year Ended June 30, 2016

Variance
Actual Favorable

Original Final Amounts (Unfavorable)
Revenues

Local sources
Earnings on investments 500$              500$              879$              379$              
Other local 275,000         238,400         212,487         (25,913)          

Total local sources 275,500         238,900         213,366         (25,534)          

State sources
Capital construction grant 50,000           77,000           72,688           (4,312)            

Total state sources 50,000           77,000           72,688           (4,312)            

Total Revenues 325,500         315,900         286,054         (29,846)          

Support Programs
Business 6,000             51                  5,949             
Operation and maintenance of plant 5,561             (5,561)            
Food Service 9,966             9,792             174                
Facilities acquisition 750,500         1,274,904      374,694         900,210         

Total Support Programs 750,500         1,290,870      390,098         900,772         

Total Expenditures 750,500         1,290,870      390,098         900,772         

Excess revenues over (under) expenditures (425,000)        (974,970)        (104,044)        870,926         

Net Changes in Fund Balances (425,000)        (974,970)        (104,044)        870,926         

Fund Balances beginning of the year 689,754         974,970         974,970         -                     

Fund Balances end of the year 264,754$       -$                   870,926$       870,926$       

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Revenues, Expenses, and Changes in Net Position - Budget and Actual

Proprietary Fund
Internal Service Fund
Self Insurance Fund

For the Year Ended June 30, 2016

(Non GAAP Basis) Variance
Actual Favorable

Original Final Amounts (Unfavorable)
Operating Revenues

Premium revenue 3,253,500$    3,253,500$    3,160,574$    (92,926)$        

Total local sources 3,253,500      3,253,500      3,160,574      (92,926)          

Operating Expenses
Central service

Administration fees 190,000         190,000         49,265           140,735         
Medial and Prescription Claims 2,843,016      2,843,016      2,143,857      699,159         

Total operating expenses 3,033,016      3,033,016      2,193,122      839,894         

Operating income (loss) 220,484         220,484         967,452         746,968         

Non-Operating Revenue
Local sources

Earnings on investments 25                  25                  1,734             1,709             

Change in net position non GAAP basis 220,509         220,509         969,186         748,677         

Net position beginning of the year 147,596         509,137         509,137         -                     

Net position end of the year 368,105$       729,646$       1,478,323$    748,677$       

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1
Schedule of Revenues, Expenditures, and Changes in Due to Agency Recipients - Budget and Actual

Fiduciary Fund
Agency Fund

For the Year Ended June 30, 2016

Variance
Actual Favorable

Original Final Amounts (Unfavorable)
Revenues

Local sources
Other  650,000$       750,000$       647,708$       (102,292)$      

Total local sources 650,000         750,000         647,708         (102,292)        

Total Revenues 650,000         750,000         647,708         (102,292)        

Expenditures
Other objects 650,000         987,863         614,861         373,002         

Total Expenditures 650,000         987,863         614,861         373,002         

Total Expenditures 650,000         987,863         614,861         373,002         

Net Change in Fund Balances -                     (237,863)        32,847           270,710         

Due to agency recipients beginning of the year 239,383         237,863         237,863         -                     

Due to agency recipients end of the year 239,383$       -$                   270,710$       270,710$       

Budgeted Amounts
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1

SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS
For the Year Ended June 30, 2016

Federal
CFDA Pass-thru

Number Number Expenditures

U.S. Department of Agriculture
Passed through the Colorado Department of Education

School Breakfast Program 10.553 4553 137,343$             
National School Lunch Program 10.555 4555 593,599               
Special Milk Program for Children 10.556 4556 2,865                   

Total 733,807               

Pass through the Colorado Department of Human Services
Food Commodities 10.555 4555 75,765                 

Total 809,572               

U.S. Department of Education
Direct program

Impact Aid - P.L. 81-874 84.041 4041 606,491               
Title VII - Indian Education 84.060 4060 151,850               

Total 758,341               

Passed through the Colorado Department of Education
Title I Grants to Local Educational Agencies 84.010 4010 838,224               
Title I Grants to Local Educational Agencies 84.010 5010 92,963                 
Charter Schools 84.282 5282 189,000               
Twenty-First Century Community Learning Centers 84.287 5287 126,286               
Rural Education Title VI Part B 84.358 7358 46,487                 
High School Graduation Initiative 84.360 5360 51,091                 
Early Childhood Readiness 84.412 5412 2,223                   
Title III English Language Learners 84.365 4365 11,133                 
Improving Teacher Quality State Grants Title II Part A 84.367 4367 211,884               

Total 1,569,291            

Passed through the Colorado Community College System
Career and Technical Education Perkins IV 84.048 4048 36,692                 

Total 2,364,324            

Total Expenditures of Federal Awards 3,173,896$          

Program or Cluster Title

Federal Grantor/
Pass-Through Grantor/
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1 
 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
For the Year Ended June 30, 2016 
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BASIS OF PRESENTATION 
 
The accompanying Schedule of Expenditures of Federal Awards present the 
activity of all federal award programs expended by Montezuma County (Cortez) 
School District RE-1 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.  Therefore, some 
amounts presented in this schedule may differ from amounts presented in, or 
used in the preparation of the basic financial statements. 
 
FOOD DISTRIBUTION 
 
Non-monetary assistance is reported in the schedule at the fair market value of 
the commodities received and disbursed.  
 
SUBRECIPIENTS 

 
Montezuma County (Cortez) School District RE-1 had no sub-recipients of 
federal funds for the year ended June 30, 2016. 
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MONTETUMZA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the Year Ended June 30, 2016 

 
 

SUMMARY OF AUDIT RESULTS 
 

1. The auditors’ report expresses an unqualified opinion on the (general purpose) 
financial statements of Montezuma Cortez School District RE-1. 

 
2. No instances of noncompliance material to the (general purpose) financial 

statements of Montezuma Cortez School District RE-1 were disclosed during 
the audit. 

 
3. The auditors’ report on compliance for the major federal award programs for 

Montezuma Cortez School District RE-1 expressed an unqualified opinion on 
all major programs. 

 
4. No instances of audit findings relating to major programs were disclosed 

during the audit. 
 

5. The programs tested as major programs included: 
              Title I Grants to Local Educational Agencies CFDA Number 84.010 

 
6. The threshold for distinguishing Types A and B programs was $750,000. 

 
7. Montezuma Cortez School District RE-1 was determined to be a low-risk 

auditee. 
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1 
 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 
For the Year Ended June 30, 2016 

 
 
 
 

There were no findings or questioned costs relative to federal awards in the prior year. 
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MONTEZUMA COUNTY (CORTEZ) SCHOOL DISTRICT RE-1 
 

SCHEDULE OF CORRECTIVE ACTION PLAN 
For the Year Ended June 30, 2016 

 
 

 
 

There were no audit findings to be included in the current audit report; therefore, a 
corrective action plan is not necessary. 
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