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

164 E. MAIN
TRINIDAD, COLORADO 81082
(719) 846-9241 FAX (719) 846-3352
INDEPENDENT AUDITOR’S REPORT
Board of Education

Baca County School District RE-6
Campo, Colorado 81146

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Baca County School District
RE-6, as of and for the year ended June 30, 2020, and the related notes to the financial
statements, which collectlvely comprlse the District’s basic financial statements as listed in the

table of contents.
Management’s Responsibility for the Financial Statements

Management is responsnble for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation; and maintenance of internal control relevant
to the preparation and fair presentation of f'manclal statements that are free from materlal
misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our audit opinions.
-1-



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Baca County School District RE-6, as of June 30,
2020, and the respective changés in financial fposi'tion thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison, and pension and post
employment benefits trend data on pages i through vii and 41 through 46 be presented to
supplement the basic financial statements. Such information, although not a part of the basie
financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or: provide any .
assurance. ' ' e e

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Baca County School District RE-6’s basic financial stitements. The
combining and individual fund financial statements, other schedules and the state required
schedules are presented for purposes of additional analysis and are not-a required part of the
basic financial statements. . ‘

The combining and individual fund financial statements, other schedules and state required
schedules are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basi¢
financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining and individual fund financial statements, other
schedules and the state required schedules, are fairly stated, in all material respect, in relation to
the basic financial statements as a whole.

Trinidad, Colorado A /

November 30, 2020
2-



MANAGEMENT’S DISCUSSION AND ANALYSIS




Campo School District RE-6
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2020

As management of the Campo School District RE-6, we offer readers of the Campo School
District RE-6’s financial statements this narrative overview and analysis of the financial activities
of the Campo School District RE-6 for the year ended June 30, 2020. We encourage readers to
consider the information presented here in conjunction with additional information that we have
furnished in the District’s financial statements, which follow this section.

Financial Highlights

e The District’s financial status for governmental funds declined over the course of the
2020 fiscal year. Total net position for entity wide financial statements increased
$331,677, 59.3%. This increase is due to the decrease in the net pension liability.

e General revenues, primarily property taxes and state equalization payments, account for
$1,101,831 or approximately 87% of all revenues. Program specific revenues in the form
of charges for services and sales, grants and contributions, accounted for $166,218 or
13% of total revenues of $1,268,049.

e The District had $936,372 in expenses related to governmental activities; $166,218 of
these expenses was offset by program specific charges for services, grants and
contributions for a net difference of $ 770,154. General revenues of $1,101,831 helped to
provide for these programs.

Overview of the Financial Statements

This annual report consists of three parts: management’s.discussion and analysis (this section),
the basic financial statements, and required supplementary information. The basic financial
statements include two kinds of statements that present different views of the District:

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

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

e The governmental funds statements tell how basic services such as instruction were
financed in the short term as well as what remains for future spending.

The financial statements also include notes that explain some of the information in the statements
and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the financial statements, and
includes a comparison to the District’s budget for the year.



District-wide Financial Statements

The district-wide financial statements are designed to provide readers a broad overview of the
District’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the Campo School District RE-6’s
assets and liabilities, with the difference between the two reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial
position of the Campo School District RE-6 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 buildings and other facilities.

The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.

Both of the district-wide financial statements distinguish functions of the District that are
principally supported by taxes and intergovernmental revenues (government activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities). Included in governmental activities are most of the
District’s basic services such as regular and special education, transportation, and administration.
The only services accounted for as business-type activities are the District’s food services.

The district-wide financial statements can be found on pages 3 & 4 of this report.

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 track specific sources of funding and spending on
particular programs. The Campo School District RE-6, like other local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. The
District’s funds are divided into two tategories: governmental funds and proprietary funds.

Governmental Funds: Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted to
cash flow in and out and (2) balances remaining at year-end which are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
determine financial resources that may be available in the near term to finance the District’s
programs. Because this information does not encompass the long-term focus of the district-wide
statements, additional information in the reconciliation of the governmental funds statements
explains the relationship (or differences) between them.

Campo School District RE-6 maintains four individual governmental funds. Information is
presented separately in the governmental fund balance sheet and inthe governmental fund
statement of revenues, expenditures and changes in fund balances for the general fund and the
Food Services Special Revenue Fund because they are considered major funds.

Special Revenue funds: The Campo School District RE-6 maintains one type of special revenue

fund. Campo School District RE-6 uses special revenue funds to account for its nutrition
services.



Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data
provided in the district-wide and fund financial statements. The notes to the financial statements

can be found on pages 9-40 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents
supplementary information.  Supplementary information includes combining statements
mentioned earlier in connection with non-major governmental funds as well as budget-to-actual
information for all funds as dictated by state law.

FINANCIAL HIGHLIGHTS

The District was required to implement GASB 68 resulting in a net pension liability of
$1,539,428. Under GASB 68 the District’s proportionate share of the net pension liability of the
Colorado state retirement system, the Public Employees Retirement Association, is recorded as a
liability of the District. At implementation beginning equity is restated and deferred inflows,
outflows and the net pension liability are reported. Beginning net position of governmental
activities decreased as a result of this change.

The District was required to implement GASB 75 in 2018 resulting in a net other post-
employment benefit (OPEB) liability of $75,702. Under GASB 75 the District’s proportionate
share of the OPEB liability of the Colorado state retirement system Health Care Trust Fund
administered by the Public Employees Retirement Association, is recorded as a liability of the
District. At implementation beginning equity is restated and deferred inflows, outflows and the
net OPEB liability are reported. Beginning net position of governmental activities decreased as a
result of this change.

Upon implementation of GASB 75, the beginning net position of governmental activities
increased $331,677 to ($227,877) from ($559,554) at the end of the previous fiscal year.

District-wide Financial Analysis

Table 1 provides a summary of the district’s net assets at June 30, 2020 with comparative June
30, 2019.

Governmental Total 2020 Total 2019

Activities School District | School District

Current and other assets 1,407,429 1,407,429 1,195,139
Capital assets, net 1,222,300 1,222,300 1,276,899
Total assets 2,629,729 2,629,729 2,472,038
Deferred Outflows 357,265 357,265 754,446
Current liabilities 281523 281,523 152,333
Noncurrent liabilities 1,628,840 1,628,840 2,042.310
Total liabilities 1,910,363 1,910,363 2,194,643
Deferred Inflows 1,304,508 1,304,508 1,591,395

iii



Net position
Net Investment in Capital

Assets 1,222,300 1,222,300 1,276,899
Restricted 99,075 99,075 96,027

Unrestricted (Deficit) (1,549,252) (1,549,252) (1,932,480)
Total net position at June 30, (227,877) (227,877) (559,554)

2020

Table 2 provides a summary of the changes in net assets. Following Table 2 is a specific
discussion related to overall revenues and expenses.

Governmental | Total 2020 Total 2019
Activities School District | School District
Revenues
Program Revenues
Charges for Services 41,578 41,578 46,310
Operating grants and contributions 118,603 118,603 140,210
Capital grants/restricted 6,037 6,037
Investment earnings 8,493 8,493 7,973
General revenues
Property taxes 355,277 355,277 346,686
State formula revenue 676,971 676,971 654,259
Other 46.259 46,259 4,330
Direct Distribution payment 14,789 14,789 6,571
Intergovernmental 42 42
Total Revenues 1,268,049 1,268,049 1,206,339
Expenses
Instruction 645,739 645,739 685,610
Support Services:
Students 45,238 45,238 45,029
Instructional staff 12,775 12,775 11,585
General administration 199,625 199,625 174,544
Operations and maintenance 156,467 156,467 84,458
Student transportation 61,949 61,949 46,816
Central 13,079 13,079 39,471
Food service operations 62,558 62,558 59,407
Community Services 42,013 42,013 51,819
Capital Outlay 22,986
Pension and Other Post
Employment Benefit Costs GO0 (E03041) @aniai)
Total Expenses 936,372 936,372 1,001,204
Increase (decrease) in net position 331,677 331,677 205,135

Property taxes and per pupil state formula revenue (state equalization) account for most of the
District’s revenue, contributing about 32 cents and 61 cents respectively for every dollar raised



(see Table 3). The remainder of revenue comes from fees charged for services and miscellaneous
sources.

The District expenses predominantly relate to instruction and support services, which includes
support for students and instructional staff, administration, operations and maintenance, and
transportation. Given that Campo School District RE-6 is a service organization providing
education services to students, the majority of expenses are paid in the form of compensation
(salaries and benefits) to the District’s employees.

Detailed below in Tables 3 and 4 are charts displaying revenues by source and expenses by
program for the total school district.

Table 3 Sources of Revenue for Fiseai [ Charge for Table 4 Expenses for Fiscal El Instruction

Year 2020 senvices O3%ear 2020
; i Support
- HO ti
B3% Gf:::s ng Services
OFood Service
O Investment
Eamnings
L3 Community
OProperty S/O Services
Taxes

B Capital Outlay

M State Formula
@ Pension
Amortization

B Other

Governmental Activities

The primary source of operating revenue for school districts comes from the School Finance Act
of 1994. Under this act, the district should have received $18,430 per funded student but with a
budget stabilization factor totaling ($64,728), the amount was reduced to $17,135 per funded
student. In fiscal year 2019-2020, the district had a funded pupil count (FTE) of 42, but the
district received floor funding for 50. Funding for the school finance act comes from property
taxes, specific ownership taxes and state equalization. The district receives approximately 61%
of this funding from state equalization while the remaining amounts come from property taxes
and specific ownership tax, grants, and interest. The district receives approximately 32% of
funding from property tax.

The statement of activities provides the cost of program services and the related charges for
services and grants offsetting those costs. Table 5 reflects each program’s net cost (total cost less
fees generated by the programs and intergovernmental aid provided for specific programs). The
net cost shows the financial burden placed on the District’s taxpayers by each of these programs.

Table 5
Net Cost of Governmental Activities (in dollars)

Total Cost Net Cost

of Services of Services
Instruction 645,739 (525,243)
Students 45,238 (44,874)
Instructional Staff 12,775 (8,275)
General Administration 199,625 (199,625)




Operations and Maintenance 156,467 (156,467)

Student Transportation 61,949 (51,774)

Central 13,079 (13,079)

Food Services 62,558 (36,389)

Community Services 42,013 (37,499)

Capital Outlay

Pension and Other Post

Employment Benefit Costs (303,071) Sl
Total 936,372 (770,154)

e The cost of all governmental activities this year was $936,372.

e Federal and State government subsidized certain programs with grants and contributions
amounting to $166,218.

o Most of the District’s costs $770,154, however, were financed by District and State
taxpayers.

e This portion of governmental activities was financed with $355,277 in property taxes,
$676,971 in state aid (equalization) based on the statewide formula for per pupil funding,
and $8,493 in investment earnings.

Financial Analysis of the District’s Funds

Information about the District’s funds starts on page 5. These funds are accounted for using the
modified accrual basis of accounting. All governmental funds have total revenues of $1,268,049
and expenditures of $1,184,949. The net change in fund balance for the general fund was an
increase of $52,844. Expenditures were lower due to a decrease in major repairs to the building,
and a decrease in pension costs for the year.

General Fund Budgetary Highlights

The District adopts a budget in June based on enrollment projections for the following school
year.

The actual expenditures were $1,181,924 below budget, primarily because the District budgeted
$1,031,893 from fund balance for unplanned expenditures (contingency).

The fund balance as of June 30, 2020 (budgetary basis) was $1,054,062 compared to $1,001,218
(actual) as of June 30, 2019, including $36,350, $45,000, and $2,725 respectively, for TABOR
Amendment emergency reserves, Scholarships, and Lunch Fund.

Capital Assets

By the end of the fiscal year 2020, the District had invested $3,143,653 in a broad range of capital
assets, including land, buildings, site improvements, vehicles, and other equipment. (See Table

6.)
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Governmental
Activities Total
2020 2019 2020 2019

Land 13,930 13,930 13,930 13,930
Building 2,150,523 | 2,150,523 2,150,523 2,150,523
Equipment
&Vehicles 945,797 945,797 945,797 945,797
Equipment
Lunch Fund 33,403 33,403 33,403 33,403

Total | 3,143,653 | 3,143,653 3,143,653 3,143,653

Factors Bearing on the Distriet’s Future

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

Based on historical trends, our projections for student enrollment for fall 2020 will show
District enrollment stable, if not improved. =~ We recognize that student mobilization
within families and the county can cause enrollment numbers to fluctuate to some degree.

The United States and the State of Colorado are finally experiencing economic recovery
with Colorado showing a stronger than average rate. Because of this growth, the State of
Colorado reached its TABOR limits which impact funding to education as legislators try
to balance the State budget while dealing with mandatory taxpayer rebates. If the District
revenues are reduced from the State, the District will be required to reduce its future
expenditures.

The Colorado Department of Education determined that the Campo School District RE-6
is meeting the intent of the requirements, as set forth in Colorado State Board of
Education Rules 2202-R-0.00 through 4.02 (5), and continues to be fully accredited.

With floor funding set at 50, the district is able to plan budgets for the upcoming school
years, anticipating the legislators will reduce the negative factor as the Colorado
economy continues to improve, resulting in increased revenue for the district. This
district administration will remain actively engaged in conversations at the state level to
help communicate the funding needs of small districts.

The COVID-19 Pandemic also made an economic impact on our school district. The
state provided funding to support incréased costs in educating our students in different
manners, which was a positive impact. The pandemic itself has caused great economic
downfalls that we believe will impact school finances for many years to come.

Contacting the District’s Financial Management

This financial report is designed to provide the District’s citizens, taxpayers, customers, and
investors 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 or need

additional financial information, contact the Superintendent, Campo School District

RE-6, 480

Maple Street, Campo, CO 81029.

vil
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BACA COUNTY SCHOOL DISTRICT RE-6

STATEMENT OF NET POSITION
June 30, 2020

ASSETS
Current Assets
Cash
Investments
Accounts Receivable
Accrued Interest Receivable
Property Taxes Receivable
Inventories
Grants Receivable
Total Current Assets
Capital Assets
Non-Depreciable Assets
Depreciable Assets
Accumulated Depreciation
Capital Assets Net of Depreciation
TOTAL ASSETS

DEFERRED OUTFLOW OF RESOURCES
Pension
Other Post Employment Benefits
Total Deferred Outflow of Resources

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Salaries Payable
Unearned Grant Payments
Total Current Liabilities
Non Current Liabilities
Net Pension Obligation
Other Post Employment Benefits Obligation
Compensated Absences
Total Non Current Liabilities
TOTAL LIABILITIES

DEFERRED INFLOW OF RESOURCES
Pension
Other Post Employment Benefits
Total Deferred Inflow of Resources

NET POSITION
Net Investment in Capital Assets
Restricted for:
TABOR (Emergencies)
Scholarship
Preschool
Food Services
Unrestricted
TOTAL NET POSITION

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

BL

Total
Governmental Governmental
Activities Total
918,016 918,016
471,908 471,908
2,709 2,709
2,047 2,047
10,056 10,056
2,693 2,693
1,407,429 1,407,429
13,930 13,930
3,129,723 3,129,723
(1,921,353) (1,921,.353)
1,222,300 1,222,300
2,629,729 2,629,729
350,464 350,464
__ 6801 6,801
357,265 357,265
35,624 35,624
112,068 112,068
_133.831 _133.831
281,523 281,523
1,539,428 1,539,428
75,702 75,702
13,710 13.710
1,628,840 1,628,840
1,910,363 1,910,363
1,285,281 1,285,281
19,227 19,227
1,304,508 1,304,508
1,222,300 1,222,300
36,350 36,350
45,000 45,000
17,725 17,725
(1,549,252) (1,549,252)
_(227.877) _(227.877)
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BACA COUNTY SCHOOL DISTRICT RE-6

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2020
Other Total
Governmental Governmental
General Funds Funds
ASSETS:
Cash 820,691 97,325 918,016
Investments 471,908 - 471,908
Accounts Receivable 871 1,838 2,709
Accrued Interest Receivable 2,047 - 2,047
Property Taxes Receivable 10,056 - 10,056
Inventories - 2,693 2,693
Grants Receivable - - -
Due From Other Funds - - -
Total Assets 1,305,573 101,856 407
LIABILITIES:
Accounts Payable 12,530 23,094 35,624
Unearned Grant Payments 133,831 - 133,831
Accrued Salaries Payable 105,150 6,918 112,068
Due To Other Funds - - -
Total Liabilities 251,511 30,012 281,523
FUND BALANCES:
Nonspendable:
Inventories - 2,693 2,693
Restricted for:
TABOR (Emergencies) 36,350 - 36,350
Preschool - - -
Scholarships 45,000 . 45,000
Food Service - 17,725 17,725
Committed for:
Capital Outlay - 12,526 12,526
Assigned for:
Pupil Activities - 38,900 38,900
Unassigned 972,712 - 972,712
Total Fund Balances 1,054,062 71,844 1,125,906
TOTAL LIABILITIES AND FUND
BALANCES 05,573 © 101,856 1,407.429

The accompanying notes are an integral part of these financial statements.
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BACA COUNTY SCHOOL DISTRICT RE-6
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO STATEMENT OF NET POSITION
June 30, 2020

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

TOTAL FUND BALANCE - GOVERNMENTAL FUNDS 1,125,906

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. The cost of the assets is $3,143,653
and the accumulated depreciation is $1,921,353. 1,222,300

Compensated absences are not due and payable in the current period and,
therefore, not reported in the governmental funds. (13,710)

Net pension and other post employment benefits liability, along with
associated deferred flows, are not recorded at the fund level:

Net Pension Liability (1,539,428)
Net Other Post Employment Benefits Liability (75,702)
Deferred Outflows 357,265
Deferred Inflows (1,304,508)
TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES (227.877)

The accompanying notes are an integral part of these financial statements.
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BACA COUNTY SCHOOL DISTRICT RE-6
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS
For The Year Ended June 30, 2020

Other Total
Governmental Governmental
General Funds Funds
REVENUES:
Taxes 355,277 - 355,277
Intergovernmental 763,831 21,110 784,941
Interest 8,437 56 8,493
Insurance Proceeds 6,766 - 6,766
Other 75,508 37,064 112,572
Total Revenues 1,209,819 58.230 1,268,049
EXPENDITURES:
Current:
Instructional Services 606,793 - 606,793
Supporting:
Pupil 2,582 42,656 45,238
Instructional Staff 12,775 - 12,775
District Administration 199,625 = 199,625
School Administration - - -
Operations & Maintenance 156,467 - 156,467
Transportation 47,289 - 47,289
Central Support 13,079 - 13,079
Food Services - 61,670 61,670
Day Care 42,013 < 42,013
Capital Outlay - - -
Total Expenditures 1,080,623 104,326 1,184,949
REVENUES OVER (UNDER)
EXPENDITURES 129,196 (46,096) 83,100
OTHER FINANCING SOURCES (USES)
Operating Transfers In (Out) (76,352) 76,352 -
Total Other Financing
Sources (Uses) (76,352) 76,352 -
NET CHANGE IN FUND BALANCES (52,844) 30,256 83,100
FUND BALANCES, Beginning 1,001,218 41,588 1,042,806
FUND BALANCES, Ending 1,054,062 71,844 1,125,906

The accompanying notes are an integral part of these financial statements.
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BACA COUNTY SCHOOL DISTRICT RE-6
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, 2020

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

NET CHANGE IN FUND BALANCES - TOTALGOVERNMENTAL FUNDS 83,100

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, assets with an initial, individual cost of more than $5,000

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

Capital Outlays more than $5,000 -
Depreciation Expense (54.599) (54,599)

Long-Term debt for compensated absences does not use current financial
resources and are not reported on the governmental fund financial statements
but are recognized on the government-wide financial statements. 105

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

are not recorded at the fund level:

Change in net pension liability and

related deferred flows 301,299
Other Post Employment Benefits Cost 1,772 303,071
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES 331,677

The accompanying notes are an integral part of these financial statements.
-8-
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO FINANCIAL STATEMENTS
June 30, 2020

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Baca County School District RE-6 of Baca County was reorganized by a vote of qualified
electorate in 1959, under the provisions of the Colorado School Organization Act of 1957.

The District operates under an elected Board of Education with five members and provides
educational services to approximately 39 students.

The District is the lowest level of government, which is considered to be financially
accountable over all activities related to public school education in Baca County School
District RE-6. The District receives funding from local, state, and federal government
sources and must comply with the requirements of these funding source entities. The Board
of Education members are elected by the public and have decision-making authority, the
power to designate management, the ability to significantly influence operations, and
primary accountability for fiscal matters.

A. Reporting Entity

Governmental Accounting Standards board (GASB) Statement No. 14 (as amended by
Statement No. 34, No. 39 and No. 61), “The Financial Reporting Entity” (GASB No. 14)
describes the financial reporting entity as it relates to governmental accounting. According
to this Statement, the financial reporting entity consists of a) the primary government, b)
organizations for which the primary government is financially accountable, and c) other
organizations whose exclusion from the reporting entity’s financial statements would cause
those statements to be misleading or incomplete. Any organizations that can be described by
these last two items are included with the primary government in the financial statements as
component units.

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



BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30,2020

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Government-Wide and Fund Financial Statements

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

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function. Program revenues include 1) charges to
customers or appl'icants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function. Taxes and other
items not properly included among program revenues are reported instead as general
revenues.

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental fund (General Fund) and individual enterprise funds are

reported as separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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

As a general rule the effect of interfund activity has been eliminated from the government-
wide financial statements. Exceptions to this general rule are charges between the District’s
governmental and business-type activities. Elimination of these charges would distort the
direct costs and program revenues reported for the various functions concerned.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(Continued)

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

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

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

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

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

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

The proprietary fund types are accounted for on the accrual basis of accounting. Revenues
are recognized when earned and expenses are recognized when incurred. The measurement
focus in these funds is on the flow of economic resources and emphasizes the determination
of net income. All assets and all liabilities associated with their activity are included on their
statement of net position. Proprietary fund type operating statements present increases
(revenues) and decreases (expenses) in net total position.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(Continued)

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing goods and services in
connection with a proprietary fund’s ongoing operations. The principal operating revenues
of the District’s proprietary funds are charges to customers for sales and services.
Operating expenses for enterprise funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenue and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

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

D. Fund Accounting

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

e Major Governmental Funds
1. General Fund — the general operating fund of the District; used to account for all
resources that are not required legally or by sound financial management to be

accounted for in another fund.

E. Cash and Investments

Cash represents amounts on deposit with financial institutions or held by the District. The
District is allowed to invest in the following types of investments: short-term certificates of
deposit, repurchase agreements, money market deposit accounts, mutual funds, government
pools, and U.S. Treasury Obligations. The District considers all highly liquid investments
with a maturity of three months or less when purchased to be cash equivalents.

Investments are recorded at fair value in accordance with GASB Statement No. 72 Fair Value

Measurement and Application. Accordingly, the change in fair value of investments is
recognized as an increase or decrease to investment assets and investment income.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Receivables

Property taxes levied in 2019 but uncollected in 2020 are identified as property taxes
receivable. Amounts of property taxes that are not available at June 30, 2020 are recorded as
unearned revenue in the fund financial statements, and are presented net of an allowance for
uncollectible taxes. Program grants are recorded as receivables and revenues at the time
reimbursable project costs are incurred.

G. Inventories

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

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

H. Capital Assets

Capital assets, which include property, vehicles and equipment, are utilized for general

- District operations and are capitalized at actual or estimated cost. Donations of such assets

are recorded at estimated fair value at the time of donation. Capital assets are reported in
the applicable governmental or business-type activities columns in the government-wide
financial statements.

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

The monetary threshold for capitalization of assets is $5,000. The District’s capital assets are
depreciated using the straight-line method over the estimated useful lives of the fixed assets
(7-50 years). Depreciation of all capital assets is charged as an expense against their
operations. Depreciation is recorded in the year of acquisition and any remaining
depreciation is recorded in the year of disposition.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

I. Liabilities

In the government-wide financial statements, and proprietary fund types in the fund
financial statements, long term debt and other long-term obligations are reported as
liabilities in the applicable government activities, business-type activities, or proprietary
fund type statement of net position. The District records long-term debt of governmental
funds at the face value. Capital leases are serviced from property taxes and other revenues of
the General Fund and Capital Reserve Capital Projects. Fund.

J. Constitutional Amendment

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

On November 5, 1996 the registered voters approved a ballot resolution authorizing Baca
County School District RE-6 to collect, retain and expend all revenues from any source
provided that no property tax mill levy be increased or any new tax be imposed.

Except for refinancing bonded debt at a lower interest rate or adding new employees to
existing pension plans, TABOR requires advance voter approval for the creation of any
multiple-fiscal year debt or other financial obligation unless adequate present cash reserves
are pledged irrevocably and held for payments in all future years. TABOR requires local
governments to establish emergency reserves to be used for declared emergencies only.
Emergencies, as defined by TABOR, exclude economic conditions, revenue shortfalls, or
salary or fringe benefit increases. These reserves are required to be three percent or more of
fiscal year spending (excluding bonded debt service). As of June 30, 2020, the District
reserved $36,350 for this purpose.

Spending and revenue limits are determined based on the prior fiscal year’s spending
adjusted for inflation in the prior calendar year plus annual increases in funded student
enrollment. Fiscal year spending is generally defined as expenditures and reserve increases
with certain exceptions.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K. Property Taxes

Under Colorado law, all property taxes are due and payable in the year following the year
levied. The 2019 property tax calendar for Baca County was as follows:

Levy Date December 15,2019
Lien Date January 1, 2020
Tax Bills Mailed January 1, 2020
First Installment Due February 28, 2020
Second Installment Due June 15, 2020

If Paid in Full, Due April 30, 2020

L.  Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

M. GASB Statement No. 54

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

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

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

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

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



BACA COUNTY SCHOOL DISTRICT NUMBER RE-6
NOTES TO FINANCIAL STATEMENTS
June 30, 2020

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M. GASB Statement No. 54 (continued)

4. Assigned fund balance classification are intended to be used by the government for
specific purposes but do not meet the criteria to be classified as restricted or
committed.

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

Fund Balance Classification Policies and Procedures

Committed Fund Balance Policy:

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

Assigned Fund Balance Policy:

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

Order of Fund Balance Spending Policy

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

First Non-spendable fund balances are determined. Then restricted fund balances for specific

purposes are determined (not including non-spendable amounts). Then unrestricted fund
balances are determined following the order of committed, assigned, and unassigned.
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BACA COUNTY SCHOOL DISTRICT NUMBER RE-6
NOTES TO FINANCIAL STATEMENTS

June 30, 2020
NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
M. GASB Statement No. 54 (continued)
Fund Balance Classification by Fund:
Capital
Projects
Funds Special Revenue Funds Total
General Capital Food Student Governmental
Fund Reserve Service Activity Funds
Nonspendable:

Inventories - - 2,693 - 2,693
Restricted:

Emergencies 36,350 - - - 36,350

Scholarship 45,000 - - - 45,000

Preschool - - - - -

Food Service - B 17,725 - 17,725
Committed:

Capital Outlay - 12,526 - - 12,526
Assigned:

Pupil Activities - - - 38,900 38,900
Unassigned: 972,712 - - - 972,712
Total Fund Balances 1,054,062 12,526 20418 38,900 11259
N. Deferred Outflows / Inflows of Resources
In addition to assets, the statement of financial position and the balance sheet will sometimes
report a separate section for deferred outflows of resources. This separate financial statement
element, deferred outflows of resources, represents a consumption of net position that applies to
a future period(s) and so will not be recognized as an outflow of resources (expense/expenditure)
until then.

In addition to liabilities, the statement of financial position and the balance sheet will sometimes
report a separate section for deferred inflows of resources. This separate financial statement
element, deferred inflows of resources, represents an acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
NOTE?2 RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The governmental funds balance sheet includes a reconciliation between fund balances — total
governmental funds and net position — governmental activities as reported in the government-
wide statement of net position. Additionally, the governmental fund statement of revenues,
expenditures, and changes in fund balances includes a reconciliation between net change in
fund balances — total government funds and changes in net position of governmental activities as
reported in the government-wide statement of activities.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2020
NOTE 2 RECONCILIATION OF GOVERNMENT-WIDE _AND FUND  FINANCIAL
STATEMENTS (Continued)
These reconciliations detail items that require adjustment to convert from the current
resources measurement and modified accrual basis for governmental fund statements to the
economic resources measurement and full accrual basis used for government-wide
statements. However, certain items having no effect on measurement and basis were
eliminated from the government fund statements during the consolidation of governmental
activities. The items which were eliminated are as follows:
Transfers Interfund
ITtems Eliminated: In (Out) Receivables (Payables)
General Fund (76,352) -
Student Activity Fund 25,000 =
Capital Reserve Capital Projects Fund 10,000 -
Food Service Fund 41,352 - .
NOTE 3 BUDGETARY INFORMATION

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

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

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

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

3. The Superintendent is authorized to transfer budgeted amounts between categories
within any fund; however, any revisions that alter the total expenditures of any fund
must be approved by the Board of Education.

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

6. Budgets for the General, Special Revenue and Capital Projects Funds are adopted on a
basis consistent with generally accepted accounting principles (GAAP).
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 3

BUDGETARY INFORMATION (continued)

NOTE 4

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

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

CASH AND INVESTMENTS

The Colorado Public Deposit Protection Act (PDPA), requires that all units of local
government deposit cash in eligible public depositories, eligibility is determined by state
regulators. Amounts on deposit in excess of federal insurance levels must be collateralized.
The eligible collateral is determined by the PDPA. PDPA allows the institution to create a
single collateral pool for all public funds. The pool is to be maintained by another institution
or held in trust for all the uninsured public deposits as a group. The market value of the
collateral must be at least equal to the aggregate uninsured deposits.

At June 30, 2020, the District's bank balance and corresponding carrying balance were as
follows:

Carrying Bank
Balance Balance
Insured (FDIC) 500,000 500,000
Uninsured, Collateralized under the
Public Deposit Protection Act
of the State of Colorado 885,155 885,847
Cash on Hand 175 -
Cash with County Treasurer 4,594 -
Total Cash and Deposits 1,389,924 1,385,847
Recap
Cash 218,016
Investment (Certificates of Deposit) 471,908
Total Carrying Balance 1,389.924

Deposits and Certificates of Deposit with bank balance of $885,847 and a carrying balance of
$885,155 as of June 30, 2020 are uninsured, are exposed to custodial risk, and are
collateralized with securities held by the pledging financial institution.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTES  CAPITAL ASSETS

A summary of changes in capital assets is as follows:

Balance Balance
Governmental Activities July 1,2019 Additions Deletions June 30, 2020

Capital Assets Not Being
Depreciated:

Land 13,930 - - 13,930

Construction in Progress - - - -
Total Assets Not Being

Depreciated 13,930 - - 13,930
Capital Assets Being_

Depreciated:

Buildings &
Site Improvements 2,150,523 - - 2,150,523
Equipment & Vehicles 945,797 - - 945,797
Food Service Equipment 33,403 - - 33,403
Total Capital Assets Being

Depreciated 3,129,723 - - 3,129,723
Less Accumulated

Depreciation for:

Building &

Site Improvements 967,858 39,051 B 1,006,909
Equipment & Vehicles 868,159 14,660 - 882,819
Food Service Equipment 30,737 888 - 31,625

Total Accumulated
Depreciation 1,866,754 54,599 - 1,921,353
Total Capital Assets, Net 276 (54,599) - 1,222,300

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

Governmental Activities:

Instruction 39,051
Transportation 14,660
Food Service 888
Total Depreciation Expense —Governmental Activities 54.599
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 6

COMPENSATED ABSENCES PAYABLE

NOTE 7

Staff members will receive 7 days of leave per year and may accumulate up to 40 days. For
employees who have been employed by the District for 5 years and have accumulated over
30 days may have the district buy back up to 5 days. Staff will be paid $30 or %; of the
member’s pay whichever is lower when they leave the District. Staff members leaving prior
to the five years are not eligible for the buy back plan. Staff members will also be given the
opportunity to donate their days to individuals that are over the amount of days for leave
that are allowed. At June 30, 2020, the District has a liability for compensated absences
payable of $13,710.

A summary of changes in compensated absences is as follows:

Balance Balance
July 1,2019 Additions Deletions June 30, 2020

Accumulated Sick Leave 13.815 105 13,710

PENSION PLAN

Defined Benefit Pension Plan

Summary of Significant Accounting Policies

Pensions. Baca County School District RE-6 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/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.
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BACA COUNTY SCHOOL DISTRICT RE-6
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2020

NOTE 7

PENSION PLAN (Continued)

The Colorado General Assembly passed significant pension reform through Senate Bill (SB)
18-200: Concerning Modifications to the Public Employees’ Retirement Association Hybrid
Defined Benefit Plan Necessary to Eliminate with a High Probability the Unfunded Liability of
the Plan Within the Next Thirty Years. The bill was signed into law by Governor
Hickenlooper on June 4, 2018. SB 18-200 makes changes to certain benefit provisions.
Some, but not all, of these changes were in effect as of June 30, 2020.

General Information about the Pension Plan

Plan description. Eligible employees of the Baca County School District RE-6 are provided
with pensions through the SCHDTF - a cost-sharing multiple-employer defined benefit
pension plan administered by PERA. Plan benefits are specified in Title 24, Article 51 of
the Colorado Revised Statutes (C.R.S.), administrative rules set forth at § C.C.R. 1502-1,
and applicable provisions of the federal Internal Revenue Code. Colorado State law
provisions may be amended from time to time by the Colorado General Assembly. PERA
issues a publicly available comprehensive annual financial report (CAFR) that can be
obtained at www.copera.org/investments/pera-financial-reports.

Benefits provided as of December 31, 2019. PERA provides retirement, disability, and
survivor benefits. Retirement benefits are determined by the amount of service credit
earned and/or purchased, highest average salary, the benefit structure(s) under which the
member retires, the benefit option selected at retirement, and age at retirement. Retirement
eligibility is specified in tables set forth at C.R.S. § 24-51-602, 604, 1713, and 1714.

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

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

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

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

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

e  $15 times the first 10 years of service credit plus $20 times service credit over 10 years plus
a monthly amount equal to the annuitized member contribution account balance based on
life expectancy and other actuarial factors.
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In all cases the service retirement benefit is limited to 100 percent of highest average salary
and also cannot exceed the maximum benefit allowed by federal Internal Revenue Code.

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

As of December 31, 2019, benefit recipients who elect to receive a lifetime retirement benefit
are generally eligible to receive post-retirement cost-of-living adjustments, referred to as
annual increases in the C.R.S., once certain criteria are met. Pursuant to SB 18-200, the
annual increase for 2019 is 0.00 percent for all benefit recipients. Thereafter, benefit
recipients under the PERA benefit structure who began eligible employment before January
1, 2007, and all benefit recipients of the DPS benefit structure will receive an annual
increase of 1.25 percent unless adjusted by the automatic adjustment provision (AAP)
pursuant to C.R.S. § 24-51-413. Benefit recipients under the PERA benefit structure who
began eligible employment on or after January 1, 2007, will receive the lesser of an annual
increase of 1.25 percent or the average Consumer Price Index for Urban Wage Earners and
Clerical Workers for the prior calendar year, not to exceed 10 percent of PERA’s Annual
Increase Reserve (AIR) for the SCHDTF. The AAP may raise or lower the aforementioned
annual increase by up to 0.25 percent based on the parameters specified in C.R.S. § 24-51-
413.

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

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

Contribution provisions as of June 30, 2020: Eligible employees, Baca County School
District RE-6 and the State are required to contribute to the SCHDTF at a rate set by
Colorado statute. The contribution requirements for the SCHDTF are established under
C.R.S. § 24-51-401, ef seq. and § 24-51-413. Eligible employees are required to contribute
8.75 percent of their PERA-includable salary during the period of July 1, 2019 through
June 30, 2020. Employer contribution requirements are summarized in the table below.
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July 1, 2019 Through June 30, 2020
Employer Contribution Rate 10.40%
Amount of employer contribution apportioned to the Health
Care Trust Fund as specified in C.R.S. § 24-51-208(1)(f) (1.02)%
Amount apportioned to the SCHDTF 9.38%
Amortization Equalization Disbursement (AED) as specified in
C.R.S. § 24-51-411 4.50%
Supplemental Amortization Equalization Disbursement
(SAED) as specified in C.R.S. § 24-51-411 5.50%
Total employer contribution rate to the SCHDTF 19.38%

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

As specified in C.R.S. § 24-51-414, the State is required to contribute $225 million each year
to PERA starting on July 1, 2018. A portion of the direct distribution payment is allocated
to the SCHDTF based on the proportionate amount of annual payroll of the SCHDTTF to the
total annual payroll of the SCHDTF, State Division Trust Fund, Judicial Division Trust
Fund, and Denver Public Schools Division Trust Fund. A portion of the direct distribution
allocated to the SCHDTF is considered a nonemployer contribution for financial reporting

purposes.

Subsequent to the SCHDTF’s December 31, 2019, measurement date, HB20-1379 Suspend
Direct Distribution to PERA Public Employees Retirement Association for 2020-21 Fiscal
Year, was passed into law during the 2020 legislative session and signed by Governor Polis
on June 29, 2020. This bill suspends the July 1, 2020, $225 million direct distribution
allocated to the State, School, Judicial, and DPS Divisions, as required under Senate Bill 18-

200.

Employer contributions are recognized by the SCHDTF in the period in which the
compensation becomes payable to the member and the Baca County School District RE-6 is
statutorily committed to pay the contributions to the SCHDTF. Employer contributions
recognized by the SCHDTF from Baca County School District RE-6 were $116,337 for the
year ended June 30, 2020.

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

The net pension liability for the SCHDTF was measured as of December 31, 2019, and the
total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of December 31, 2018. Standard update procedures were used to roll-
forward the total pension liability to December 31, 2019. The Baca County School District
RE-6 proportion of the net pension liability was based on Baca County School District RE-6
contributions to the SCHDTF for the calendar year 2019 relative to the total contributions
of participating employers and the State as a nonemployer contributing entity.
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At June 30, 2020, the Baca County School District RE-6 reported a liability of $1,539,428 for
its proportionate share of the net pension liability that reflected a reduction for support
from the State as a nonemployer contributing entity. The amount recognized by the Baca
County School District RE-6 as its proportionate share of the net pension liability, the
related support from the State as a nonemployer contributing entity, and the total portion of
the net pension liability that was associated with Baca County School District RE-6 were as
follows:

Baca County School District RE-6 proportionate share of the net pension liability $ 1,539,428

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

contributing entity associated with the Baca County School District RE-6 $ 195,257
Total $ 1,734,685

At December 31, 2019, the Baca County School District RE-6 proportion was 0.010 percent,
which was a decrease of 0.001 from its proportion measured as of December 31, 2018.

For the year ended June 30, 2020, the Baca County School District RE-6 recognized pension
income of $301,299 and revenue of $14,789 for support from the State as a nonemployer
contributing entity. At June 30, 2020, the Baca County School District RE-6 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 83,900 -
Changes of assumptions or other inputs 43,948 (698,270)
Net difference between projected and actual earnings on
pension plan investments 164,228 (346,588)
Changes in proportion and differences between contributions
recognized and proportionate share of contributions - (240,423)
Contributions subsequent to the measurement date 58,388 N/A
Total 350,464 (1,285,281)

$58,388 reported as deferred outflows of resources related to pensions, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the
net pension liability in the year ended June 30, 2021. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Year ended June 30, 2020
2021 (533,213)
2022 (381,299
2023 (16,654)
2024 . (62,039
L 2025 - |
Thereafter -
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Actuarial assumptions. The total pension liability in the December 31, 2018 actuarial
valuation was determined using the following actuarial cost method, actuarial assumptions
and other inputs:

Actuarial cost method Entry age
Price inflation 2.40 percent
Real wage growth 1.10 percent
Wage inflation 3.50 percent
Salary increases, including wage inflation 3.50 — 9.70 percent
Long-term investment rate of return, net of pension

plan investment expenses, including price inflation 7.25 percent
Discount rate 7.25 percent

Post-retirement benefit increases:
PERA benefit structure hired prior to 1/1/07

and DPS benefit structure (automatic)* 1.25 percent compounded annually
PERA benefit structure hired after 12/31/06
(ad hoc, substantively automatic)* Financed by the Annual Increase Reserve

*For 2019, the annual increase was 0.00 percent.

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

Post-retirement non-disabled mortality assumptions were based on the RP-2014 Healthy
Annuitant Mortality Table, adjusted as follows:

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

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

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

The actuarial assumptions used in the December 31, 2018, valuation were based on the
results of the 2016 experience analysis for the periods January 1, 2012, through December
31, 2015, as well as, the October 28, 2016, actuarial assumptions workshop and were
adopted by the PERA Board during the November 18, 2016, Board meeting.

The long-term expected return on plan assets is reviewed as part of regular experience
studies prepared every four or five years for PERA. Recently, this assumption has been
reviewed more frequently. The most recent analyses were outlined in presemtations to
PERA’s Board on October 28, 2016.
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Several factors were considered in evaluating the long-term rate of return assumption for
the SCHDTF, including long-term historical data, estimates inherent in current market
data, and a log-normal distribution analysis in which best-estimate ranges of expected
future real rates of return (expected return, n