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Charles Heaven & Co.
Certified Public Accountants
Waterbury, Connecticut

A

INDEPENDENT AUDITORS' REPORT

Board of Education
Shepaug Valley Regional School District #12
Bridgewater, Roxbury and Washington, Connecticut

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Shepaug Valley Regional School District #12, as of and
for the year ended June 30, 201 9, and the related notes to the financial statements, which collectively
comprise Shepaug Valley Regional School District #12's basic financial statements as listed in the table of
contents,

Management's Responsibility for the Financial Statements

Shepaug Valley Regional School District #12's management is responsible for the preparation and fair
presentation of these financial statements in accordance with accounting principles generally accepted in the
United States of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

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 and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

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

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of Shepaug Valley Regional School District #12, as of June 30, 2019, and the respective

changes in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 4 through 11, budgetary comparison information on page 49,
supplementary pension information on pages 50. 52, 54, 55, and supplementary OPEB information on
pages 51 and 53, be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Shepaug Valley Regional School District #12's basic financial statements. The combining and
individual nonmajor fund financial statements, supplemental schedules, and schedule of expenditures of
state financial assistance (as required by the State Single Audit Act), are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 20,
2019, on our consideration of Shepaug Valley Regional School District #12's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Shepaug Valley Regional School District #12's internal control over financial reporting and compliance.

co

December 20, 2019



Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Introduction

This discussion and analysis of the financial performance of Shepaug Valley Regional School District #12 (the
“District”) are to provide the reader a narrative review of the highlights of the financial activities of the District
for the year ended June 30, 2019. This review considers the performance of the District as a whole, and not as
individual schools or programs. Information contained in this section is explained in more detail in the financial
statements and notes to the financial statements and any accompanying material. Readers are encouraged to

review the financial statements and accompanying notes for an enhanced understanding of the District's overall
performance.

The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments, issued June 1999; the GASB
Statement No. 37, Basic Financial Statement — and Management Discussion and Analysis — for State and Local
Governments: Omnibus, an amendment to GASB Statement No. 21 and No. 34, issued in June 2001. Presentation
of certain comparative information between the current and the prior year is required.

The District serves the towns of Bridgewater, Roxbury and Washington, Connecticut and operates three
elementary schools, as well as a combined middle-high school. The elementary schools are The Burnham School
located in Bridgewater, Booth Free School located in Roxbury, and Washington Primary School located in
Washington Depot. The Shepaug Valley School is the combined middle-high school for grades sixth through
twelve and is located in Washington. The District’s prekindergarten program, REACH, is housed within
Washington Primary School. Student Enroliment as of October 1, 2018 is as follows:

Pre-Kindergarten 41 students
Elementary, Grades 1 through 5 223 students
Middle School, Grades 6 through 8 158 students
High School, Grades 9 through 12 260 students
TOTAL ENROLLMENT 682 students

The student population included 82 non-resident students, 27 students from the Town of Sherman, 14 staff

members’ children and 41 students from other area towns. Overall student enrollment decreased by six students
below the 2017-2018 District enrollment of 688.



Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Financial Highlights
Overall gross revenues of $21,367,005 exceeded net expenditures of $15,327,617 by $6,039,388.

Long-term debt obligations as of June 30, 2019 increased to $14,947,190, compared to the June 30, 2018 debt
obligations of $2,281,380. The increase of $12,665,810 is the result of the District obtaining general obligation
bonds and notes of $21,250,000, while retiring debt of $9,450,000.

The total net position of the District on June 30, 2019 is $8,809,559 which is an increase of $6,039,388 over the
prior year restated net position of $2,770,171. This increase is in large part due to grant funds received from the
State of Connecticut toward the ongoing construction costs of the renovated science labs and new agriscience
buildings, as well as increased tuition revenue and higher investment proceeds.

The District continues to do an annual physical inventory of assets for all facilities, the results of which are
incorporated into the accompanying financial statements. Assets are accounted for in conformance with GASB
34, with capitalization of depreciable assets at a $5,000 threshold.

The post-retirement benefit obligation of the District is $2,044,423 on June 30th. This calculation is based on the
demographic information of certified teachers who retire under the State Teacher Retirement system but are able
to purchase medical insurance through the District’s group medical plan. No actual cash payment is required for

the actuarial computed value of the post-retirement benefit as all premiums are paid by the retiree, with no cost to
the District.

Overview of Financial Statements

This Annual Report consists of three parts: Management’s Discussion and Analysis (this section), audited
financial statements, and required supplementary information. The financial statements are comprised of two
kinds of statements that present financial information from different perspectives. Government-wide financial
statements provide both short and long-term information about the District’s overall financial position. Fund
financial statements focus on reporting individual parts of District operations in more detail. Fund financial
statements are further separated into governmental fund statements and fiduciary fund statements. Governmental
fund statements demonstrate how general government services are financed in the short term as well as what
remains for future spending. Fiduciary fund statements provide information with respect to finances for which the
District acts as a trustee or agent for the benefit of others to whom the resources belong.

The financial statements also include notes that explain information in the statements and provide more detailed

data, followed by a section of required supplementary information that further explains and supports the financial
statements.



Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Government-Wide Statements

The government-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net position includes all of the District’s

assets and liabilities. All of the current year’s revenues and expenses are accounted for in the statement of
activities regardless of when cash is received or paid.

The government-wide statements report the District’s net position and how they have changed. Net position, the
difference between the assets and deferred outflows of resources over liabilities and deferred inflows of resources,
is one of the ways to measure the District’s financial health or position. Over time, increases or decreases in the
District’s net position are an indicator of whether its financial health is improving or deteriorating, respectively.
To assess the overall health of the District, consideration should be given to non-financial factors such as changes

in enroliment, changes in the property tax base, changes in program funding by the Federal and State
governments, and the condition of facilities.

The government-wide financial statements of the District include government activities. Most of the District’s
basic services are included here, such as regular education, food service, maintenance and general administration.
Local revenue funding along with federal and state grants finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s most significant funds on a
per fund basis, rather than information regarding the District as a whole. The District uses funds to keep track of
specific sources of funding and spending for particular programs. Some funds are required to be established by
state law or by bond covenants. The Board of Education establishes other funds to control and manage money for
particular purposes and to show that the District is meeting legal responsibilities for using certain revenues.

The District has two kinds of funds, governmental funds and fiduciary funds. Governmental funds track the basic
educational and operational services of the District through the use of cash and other financial assets that can
readily be converted to cash. Fiduciary funds are funds for which the District is the trustee (or fiduciary), for
assets that belong to others. A student activity accounts is an example of a District fiduciary fund. The District is
responsible for ensuring the assets reported in these funds are used only for their intended purposes, and by those
to whom the assets belong. The District’s fiduciary activities are reported in a separate statement of fiduciary net
position and statement of changes in fiduciary net position or statement of changes in assets and liabilities, when

applicable. These activities are excluded from the District financial statements because the assets in the fiduciary
funds cannot be used to finance District operations.



Shepaug Valley Regional School District #12

Management’s Discussion and Analysis (MD&A)

June 30, 2019

Financial Analysis of the District as a Whole

Assets
Cash and Investments

Prepaid expenses and accounts receivable
Inventories

Due from State of Connecticut

Capital Assets, Net of Accumulated Depreciation
Total Assets

Total Deferred Outflow of Resources

Liabilities
Accounts Payable
Deferred Revenue
Long-Term Debt
Total Liabilities

Total Deferred Inflow of Resources

Net Position

Invested in Capital Assets, Net of Related Debt
Restricted

Unrestricted

Total Net Position

June 30, 2019

$10,331,595
55,529
16,606
7,297
16,209,257
$26,620,284

916,085

3,693,855
58,601
14,947,190
$18,699,646

27,164

3,959,257
1,907,979
2,942,323

§8.809,559

June 30, 201 8*

$2,824,920
115,590
10,485
10,732
2,854,606
$5,816,333

475,155

1,009,383
26,566
2,281,380
$3,317,329

203,988

2,404,606

1,853,603
(1,488,038)
$2,770,171

* prior year capital assets were restated due to capitalized construction in progress costs. See Note “17” for more detail.



Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Changes in Net Position

The following is a summary of the changes in net position for the year ended June 30% for governmental activities
of the District. The District’s total revenue is $32,203,606.

Capital grants and contributions increased by $4,930,116 as a result of state grant revenues received in the Capital
Project Fund.

Other General Fund Revenues were higher than expected by $296,514. The increase is attributable to an increase
in investment income of $7,312 due to higher than planned investment interest rates, and an increase in District
tuition income of approximately $275,000 more than the anticipated income of $340,116 for total tuition income

of approximately $616,000. This increase in tuition is due to additional non-resident students enrolling in the
District.

The total cost of all programs and services was $26,164,218.

The District’s expenses predominantly related to educating and caring for students are $17,598,442 or 67.3% of
the total expenditures. Debt service of $46,136, unallocated depreciation of $266,912 and employee benefits
totaling $8,252,728 accounted for the remaining expenses. Due to State of Connecticut Teachers Retirement

System and Other Post Employment Benefit (“OPEB”) liabilities, net cost of employee benefits to the District is
$3,492,808.

June 30, 2019 June 30, 2018*
Program Revenue
Charges for Services $ 777,555 $ 683,299
Operating Grants & Contributions 5,128,930 3,983,051
Capital Grants & Contributions 4,930,116 --
General Revenue
Participating Towns 21,118,781 21,098,144
Investment and Miscellaneous Income 248,224 154,729
Total Revenue 32,203,606 25,919,223
Program Expenses
Instruction 11,199,829 12,259,300
Supporting Services 4,964,984 4,095,615
Employee Benefits - unallocated 8,252,728 6,651,616
Transportation 1,205,418 1,269,117
School Lunch Services 228,211 228,280
Debt Service 46,136 11,025
Depreciation — unallocated 266912 224,900
Total Expenses 26,164,218 24,739,853
Change in Net Position 6,039,388 1,179,370
Net Position — Beginning of Year 2,770,171 1,590,801
Net Position — End of Year $8,809,559 $2,770,171

*3s restated, shown for comparison purposes



Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Governmental Activities

The net cost of all governmental activities is $15,327,617, summarized as follows:

June 30, 2019 June 30, 2018*
Instruction $10,435,087 $11,520,907
Supporting services (148,410) ** 3,960,247
Employee Benefits 3,492,808 3,063,069
Transportation 1,205,418 1,269,117
School Lunch Services 29,666 24,238
Debt Service 46,136 11,025
Depreciation 266,912 224,900
Total $15,327,617 $20,073,503

*as restated, shown for comparison purposes

**grant revenue funds related to the agriscience construction project are captured in this category and account for the
unusual variance at June 30, 2019

Financial Analysis of the District’s Funds

The financial performance of the District as a whole is reflected in its governmental funds. As the District
completed the year, its governmental funds reported a combined fund balance of $6,745,252 which compares to
last year's ending fund balance of $1,929,426. This was an increase in the fund balance of $4,815,826. This is a
result of a higher General Fund and Capital Project Fund balances.

General Fund Budgetary Expenditure Highlights

A schedule of the District’s original and final budget amounts compared with actual revenues and expenses are
provided in the supplemental section of the audited financial report. General Fund expenditures for the fiscal year
ended June 30, 2019 total $21,652,860 or 99.3% of the budget which is $158,547 less than budgeted. This is in
line with estimates and compares favorably with last year. This includes the transfer to the Reserve for Capital
and Non-Recurring Fund of $218,114 as well as the payment to the Elementary School Repair Fund of $100,000.



Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Notable Variances

Personnel Services and Employee Benefits — At year end, these accounts are under budget by $315,870. Certified
staff costs and employee benefits were lower than budgeted, offset to an extent due to classified staff costs being

higher than budgeted. Costs of personnel services are being closely monitored in response to declining
enrollment.

Purchased Professional, Technical, and Property Services — At year end, these accounts are over budget by
$343,432. The overage is these accounts is attributable to the cost of replacement of the tennis courts at Shepaug

Valley which is an encumbered project pending completion, and also to improvements made to the sound and
lighting systems in the theater and auditorium.

Other Purchased Services — At year end, these accounts are under budget by $634,048. The District costs for out
of district placement for special education children were less than anticipated. The transportation budget was also

favorable as a result of consolidation of regular transportation routes and the changes in special education
placements.

Supplies — At year end, these accounts are under budget by $31,722. Savings were realized from consortium bids
for supplies and utilities.

Property & Program Changes — At year end, these accounts are over budget by $71,270. Technology and
instructional equipment costs were the major drivers in this area as the District made progress adhering to the
technology replacement schedule after some years of deferment.

Debt Service & Miscellaneous — At year end, these accounts are over budget by $180,602. The Board agreed to
fund the riding ring which is an integral part of the agriscience project, should state funding be insufficient for this
Board selected and approved alternate to the construction project. The funds to support the Board obligation are
encumbered pending completion of the project.

Transfers to Other Funds — The Connecticut General Statutes provide that a regional board of education may
transfer up to 1% of the board’s approved budget appropriation to a Capital Reserve Fund. The Board of
Education for the District voted to transfer 1% or $218,114 to this fund for future capital or non-recurring
expenditures. This fund balance can be carried forward each year. Expenditures from the fund are subject to
Board of Education approval. The balance at the end of the year is $852,118.

The District continues to lease the three elementary schools from the member towns with an annual appropriation
from the General Fund of a $100,000 payment into the Elementary Repair Fund. The purpose of this fund is to
make mutually agreed upon repairs to the elementary schools based upon the recommendations of a committee
comprised of town officials and Board of Education members and representatives. The list of recommended
repairs is presented to the full Board of Education for approval.

A summary of interfund transfers follows:

-10-



Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Transfers From Transfer To
Other Funds Other Funds
Major Governmental Funds:

General Fund $ - $ 787,464
Debt Service Fund 469,350 150,000
Capital Project Fund 150,000 -
Capital Reserve Fund 218,114 ==
Elementary Repair Fund 100,000 —
$ 937,464 $ 937,464

Economic Factors and Future Budgets

At the time these financial statements were prepared and audited, the District contemplated the following factors
that could affect future financial planning:

It is anticipated that necessary repairs to District facilities will need to be presented for approval at referendum. If
approved, the District will seek bond financing to complete the projects.

Discussions of full state funding for tuition to agricultural education programs like the new Shepaug Agriscience
program are ongoing. As currently structured, the sending towns of Brookfield, Danbury, New Fairfield, New
Milford, Newtown and Sherman pay a portion of the tuition for the students of their towns to attend the Shepaug
Agriscience program. If the State assumes responsibility for full payment of the tuition, the expectation is that
Shepaug Agriscience may see a significant increase in enrollment.

During the 2019 legislative session, a bill was passed to increase the allowable 1% transfer to capital reserve
funds to 2%. This increase did not apply to regional school districts, we believe as an oversight. Leaders of
regional school districts are appealing to local legislators to take corrective action to allow regional districts to
transfer up to 2% of budget appropriations into their capital reserve funds.

The District will launch a marketing campaign both within our region and to surrounding towns to showcase the
unique opportunities available for students and their families in an effort to bolster enrollment. The District is
proud to offer our new Agriscience program, welcoming its first class of 46 students from six sending towns
together with District students in the 2019-2020 school year. In addition, the District will continue to grow the
Shepaug Valley Partnership, which provides 18-21 year old learners the opportunity to continue their education

and learn valuable life skills. Started in 2018-2019 with 2 students from our District, the program now hosts two
additional students from sending Districts.

Questions?
This financial report is made to provide our regional community, taxpayers, staff, parents, students, investors,
creditors and other interested parties with a general overview of the finances of the District, and to demonstrate
the District’s accountability for the money it receives. If you have questions about this report, or need additional

financial information, please contact the Business Office of Shepaug Valley Regional School District #12 at
(860)868-6100.

-11-



Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington
Statement of Net Position

June 30,2019
Governmental
Activities
Assets:
Cash and cash equivalents $ 10,331,595
Prepaid Expenses 45,232
Inventory 16,606
Accounts receivable 10,297
Due from State of Connecticut 7,297
Capital assets - net 16,209,257
Total Assets 26,620,284
Deferred Outflows of Resources:
Differences between expected and actual experience related to pension 128,205
Changes of assumptions related to pension 304,006
Differences between expected and actual experience related to OPEB 194,502
Changes of assumptions related to OPEB 289,372
Total Deferred Outflows of Resources 916,085
Liabilities:
Accounts payable 3,103,083
Accrued interest 86,681
Accrued payroll, payroll taxes, and benefits 504,091
Unearned revenue 58,601
Noncurrent liabilities:
Due within one year 4,325,000
Due in more than one year 10,622,190
Total Liabilities 18,699,646
Deferred Inflows of Resources:
Net difference between projected and actual earnings on
plan investments related to pension 27,164
Net Position:
Net investment in capital assets 3,959,257
Restricted
Member towns 455,061
Technology - USF fund 65,915
Scholarships 292,074
Capital non-recurring expenditures 852,118
Elementary Repair Fund 126,445
Federal and State grants 4,920
Pre School 111,446
Unrestricted 2,942,323
Total Net Position $ 8,809,559

The accompanying notes are an integral part of these financial statements.
-12-
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington

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

June 30, 2019

Total fund balances for governmental funds

Total net position reported for governmental activities in the statement of
net position is different because:

Capital assets used in governmental funds are not financial resources and
therefore are not reported in the funds. Capital assets, net of $16,297,977
accumulated depreciation.

Other long-term assets and deferred outflows of resources are not available to
pay for current period expenditures, and therefore, are unavailable in the funds:

Deferred outflows of resources:
Differences between expected and actual experience related to pension
Changes of assumptions related to pension
Differences between expected and actual experience related to OPEB
Changes of assumptions related to OPEB

Long-term liabilities and deferred inflows of resources that pertain to governmental
funds, including bonds payable. are not due and payable in the current period and,

therefore, are not reported as fund liabilities. All liabilities - both current and long-term,

are reported in the statement of net position. Balances at year-end are:

Deferred inflows of resources:
Net difference between projected and actual earnings on plan investments
Accrued interest
Bonds payable
Net OPEB liability
Early retirement payable and other compensated absences
Net pension liability

Total net position of governmental activities

$

128,205
304,006
194,502

289,372

(27,164)
(86,681)
(12.250,000)
(2,044,423)
(125,440)

(527,327)

$

$

6,745.252

16,209,257

916.085

(15.061,035)

8,809,559

The accompanying notes are in integral part of these financial statements.
-15-
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Shepaug Valley Regional School District #12

Towns of Bridgewater, Roxbury and Washington

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities

Year Ended June 30, 2019

Net change in fund balances-total governmental funds $ 4,815,826
Amounts reported for governmental activities in the statement of activities are different because

Governmental funds reported capital outlays as expenditures. However, in the
statement of activities, assets with an initial, individual cost of more than $5,000
are capitalized and the cost is allocated over their estimated useful life and
reported as depreciation expense. This is the difference between capital outlays
and depreciation in the current period.

Capital outlays $ 13,636,282
Depreciation expense (281,631) 13,354,651

The governmental funds report bond proceeds and related issuance costs and premiums

as other financing sources. The repayment of bond principal is reported as an expenditure.
In the statement of net position, however, issuing debt increases long-term liablities and
does not affect the statement of activities. The repayment of principal reduces the
liability; interest expense is recognized as it accrued, regardless of when it is due.

The net effect of these differences in the treatment of general obligation bonds and

related items is as follows:

Proceeds of general obligation bonds & notes $ (21,250,000)
Repayment of bond principal 9,450,000
Interest expense - general obligation bonds (83,033) (11,883,033)

Some (expenses) revenues reported in the statement of activities do not provide
(use) current financial resources, and therefore, are not reported in the
governmental funds:

Change in deferred outflows of resources

Differences between expected and actual experience related to pension $ 128,205
Changes of assumptions related to pension (122,516)
Differences between expected and actual experience related to OPEB 194,502
Changes of assumptions related to OPEB 240,739
Change in deferred inflows of resources
Differences between expected and actual experience related to pension 10,653
Net difference between projected and actual earnings on plan investments
related to pension (18,102)
Differences between expected and actual experience related to OPEB 184,273
Change in net OPEB liability (702,480)
Change in compensated absences and termination benefits (2,342)
Change in net pension liability (160,988) (248,056)
Change in net position of governmental activities $ 6,039,388

The accompanying notes are in integral part of these financial statements.
-17-



Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington
Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2019
Agency Fund
Pension Student
Trust Fund Activities
Assets:
Cash and cash equivalents $ 178,958 130,545
Investments 6,741,889 ---
Total Assets 6,920,847 130,545
Liabilities and Net Position:
Liabilities:
Due to student groups --- 130,545
Total Liabilities 130,545
Net Position:
Held in trust for pension benefits $ 6,920,847 .-

The accompanying notes are an integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington
Statement of Changes in Fiduciary Net Position
Fiduciary Fund - Pension Trust Fund

Year ended June 30, 2019
Fiduciary Fund
Pension Trust
Fund
Additions:
Employer contributions $ 205,511
Investment income:
Net increase in the fair value of investments 273,977
Interest and dividends 148,050
Gross investment income 422,027
Less: Investment expense 29,040
Net investment income 392,987
Total Additions 598,498
Deductions:
Pension benefits 319,835
Change in Net Position 278,663
Net position held in trust for pension benefits:
Beginning of year 6,642,184
End of year $ 6,920,847

The accompanying notes are an integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “1” — Summary of Significant Accounting Policies:

A. Basis of Presentation

The accompanying financial statements have been prepared in accordance with generally accepted
accounting principles (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing governmental
accounting and financial reporting principles.

Management's Discussion & Analysis - provides introductory information on basic financial
statements and an analytical overview of the district's financial activities.

Government-wide financial statements - consist of a statement of net position and a statement of
activities, which are prepared on the accrual basis of accounting. These statements distinguish
between governmental activities and business-type activities and exclude fiduciary (employee
retirement system and agency funds). Capital assets and long-term obligations (general obligation
bonds, compensated absences, etc.) are included along with current assets and liabilities.

Fund Financial statements - provide information about the district's governmental and fiduciary
funds. These statements emphasize major fund activity and, depending on the fund type, utilize
different basis of accounting. Governmental funds focus on sources, uses, and balances of current
financial resources and often have budgetary orientation, and therefore use a modified accrual basis
of accounting utilizing encumbrance accounting. Fiduciary funds focus on net position and changes
in net position, and include assets held in a trustee (Pension Trust Fund) or agency (Student
Activity Funds) and utilize the accrual basis of accounting.

Required supplementary information - in addition to the MD&A. budgetary comparison schedules
are presented for the General Fund, which is the only fund with a legally adopted budget. The
original budget for revenues and expenditures and the final adjusted budget are presented in
comparison with the actual final budgetary revenues and expenditures (including encumbrances).
The Pension Trust Fund presents additional schedules as required by GASB 67, 68, and 73, and the
OPEB plan presents additional schedules as required by GASB 75.

B. Reporting Entity:

The school system constitutes an on-going entity established by an act of the state legislature that
designated the school board of education as the governing authority. Members of the school board of
education are elected by the public and have responsibilities over all activities related to public
elementary and secondary school education. The board of education receives local, state, and federal
funding, and must therefore comply with various requirements of these funding source entities.
However, the board is not included in any other governmental "reporting entity" as defined in Section
2100, Codification of Governmental Accounting and Financial Standards, since the board of education
members are elected by the public and have governing authority. Governing authority includes the

power to designate management, the responsibility to significantly influence operations, and primary
accountability for fiscal matters.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “1” — Summary of Significant Accounting Policies (continued):

B. Reporting Entity (continued):

For financial reporting purposes, the District's financial statements include all funds and accounts over
which the District exercises oversight responsibility in accordance with the criteria set forth in
Governmental Accounting Standards Board (GASB) Statement No. 14. Oversight responsibility was
determined on the basis of financial independence, selection of governing authority, designation of
management, ability to significantly influence operations, accountability for fiscal matters and scope of

public services. Based on the aforementioned criteria Shepaug Valley Regional School District #12 has
no component units.

C. Government-wide and Fund Financial Statements:

Government-wide Financial Statements -The statement of net position and the statement of activities
display information about the school district as a whole. These statements include the financial
activities of the primary government, except for fiduciary funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the governmental activities of the district. Direct
expenses are those that are specifically associated with a service, program or department and therefore
clearly identifiable to a particular function. Program revenues include amounts paid by the recipient of
goods or services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. All revenues not classified as program
revenues are presented as general revenues of the district.

Fund Financial Statements- Fund financial statements report detailed information about the District.
Their focus is on major funds rather than reporting funds by type. Each major governmental fund is
presented in a separate column, and all nonmajor funds are aggregated into one column. Fiduciary
funds are reported by fund type. A description of the various fund financial statements follows:

Governmental-Funds:

General Fund — This fund is the general operating fund of the District and provides the

accounting for budgeted revenue and expenditures applicable to the direct operation of the school
system.

Special Revenue Funds — These funds account for revenue that is restricted as to its use under
specific provisions of law.

Capital Project Funds — These funds account for financial resources to be used for the acquisition
or construction of major capital facilities, which are not financed by Proprietary and Trust Funds.

Debt Service Fund — This fund accounts for the accumulation of resources for, and the payment
of general long-term debt principal, interest, and related costs.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “1” — Summary of Significant Accounting Policies (continued):

C. Government-wide and Fund Financia) Statements (continued):

Fiduciary Funds:

Trust and Agency Funds — These funds account for assets held for the District in a trustee or
custodial capacity. Agency funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations.

Pension Trust Fund — This fund accounts for the activities of the District’s single-employer public
employee retirement system (PERS).

D. Measurement Focus and Basis of Accounting:

Measurement Focus:

Government-wide Statements

The government-wide statements are prepared using the economic resources measurement focus.
Eliminations have been made to minimize the double counting of internal activities. This is the same
approach used in the preparation of proprietary fund financial statements, which differs from the
manner in which governmental fund financial statements are prepared. Governmental fund financial
statements therefore include a reconciliation with brief explanations to better identify the relationship
between the government-wide statements and the statements for governmental funds.

Fund Financial Statements

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities generally
are included on the balance sheet. Operating statements of these funds present increases (i.e., revenues

and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current
assets.

Basis of Accounting:

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Government-wide financial statements are prepared
using the accrual basis of accounting. The fund financial statements are prepared using either modified
accrual for governmental funds or accrual basis for proprietary and fiduciary funds.

Revenues, Exchange and Non-exchange Transactions

Revenue resulting from exchange transactions is recorded on the accrual basis when the exchange takes
place. On a modified accrual basis, revenues are recognized in the accounting period when they become
both measurable and available. Available means collectible within the current period or soon enough

thereafter to be used to pay liabilities of the current fiscal year. The available period of the District is
sixty days after year end.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “1” — Summary of Significant Accounting Policies (continued):

D. Measurement Focus and Basis of Accounting (continued):

Nonexchange transactions, in which the District receives value without directly giving equal value in
return, include contributions by member towns, grants, entitlements and donations. On an accrual basis,
revenue from member towns is recognized in the fiscal year for which the amounts are due.

Revenue from grants, entitlements and donations is recognized in the fiscal year in which all eligibility
requirements have been met. On the modified accrual basis, revenue from nonexchange transactions
must also be available before it can be recognized.

In applying the susceptible to accrual concept under the modified accrual basis, the following revenue
sources are deemed both measurable and available: contributions by member towns, investment
earnings, tuition, grants and student fees.

Expenditures/Expenses

On the accrual basis of accounting, expenses are recorded at the time they are incurred. The
measurement focus of governmental fund accounting is on flow of current financial resources.
Expenditures are generally recognized in the accounting period in which the related fund liability is
incurred except for (1) principal and interest on general long-term debt, which is recorded when due,
and (2) the costs of accumulated unpaid vacation and sick leave. which are reported as fund liabilities in

the period in which they will be liquidated with available financial resources rather than in the period
earned by employees.

E. Fund Equity and Net Position — Governmental Funds:

Beginning with fiscal year 2011, the District implemented GASB Statement 54, "Fund Balance
Reporting and Governmental Fund Type Definitions". This Statement provides more clearly defined
fund balance categories to make the nature and extent of the constraints placed on a government's fund
balance more transparent. The following classifications describe the relative strength of the spending
constraints placed on the purposes for which resources can be used.

e Nonspendable fund balance - amounts that are not in a spendable form (such as inventory) or
are required to be maintained intact. legally or contractually.

e Restricted fund balance - amounts constrained to specific purposes by external parties,
constitutional provisions or enabling legislation.

e Committed fund balance - amounts constrained to specific purposes by the government itself,
using its highest level of decision-making authority, the Board of Education.

e Assigned fund balance - amounts the government intends to use for a specific purpose, but are
neither restricted nor committed, as authorized by the Board of Education.

e Unassigned fund balance - amounts that are available for any purpose.

F. Deposits and Investments:

The Deposit of public funds is controlled by the Connecticut General Statutes (Section 7-402). Deposits
may be placed with any "qualified public depository” as defined by statute, which has its main place of
business in the State of Connecticut.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “1” — Summary of Significant Accounting Policies (continued):

F. Deposits and Investments (continued):

The District's cash and cash equivalents are comprised of cash on hand, demand deposits, and all other
highly liquid, short-term investments with original maturities of three months or less.

The Connecticut General Statutes authorize the investment of funds in the obligations of the United
States, or may be invested in any state or other tax-exempt political subdivision under certain
conditions. Funds may also be deposited in the State Treasurer's Short-Term Investment Funds (STIF).
The provisions of the statutes, regarding the investments of municipal pension funds, do not specify
permitted investments. Therefore, investments of such funds are generally controlled by the laws
applicable to fiduciaries and the provisions of the applicable pension plan.

District investments are reported at fair value.

G. Inventories:

Inventories are valued at cost using the first-in/first-out (FIFO) method, except for USDA donated
commodities, which are valued at market value. The cost of governmental fund type inventories, are

recorded as expenditures when consumed rather than when purchased. Inventories are comprised of
food products for the School Cafeteria Fund.

H. Prepayments:

Certain prepayments to vendors provide benefits in future accounting periods and therefore are
recorded as prepayments on both government-wide and fund financial statements.

1. Capital Assets and Depreciation:

General capital assets are reported in the government-wide statement of net assets but are not reported
in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair market values as of the date
received. The District follows the policy of not capitalizing assets with a cost of less than $5,000 and a
useful life of less than 1 year. The District does not possess any infrastructure.

All reported capital assets, with the exception of land, are depreciated. Improvements are depreciated

over the remaining useful lives of the related capital assets. Depreciation is computed using the straight-
line method over the following useful lives:

Description Useful Life
Land Not depreciated
Construction in Progress Not depreciated
Land Improvements 20 years
Building & Improvements 20 — 50 years
Furniture & Equipment 5 — 10 years
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30,2019

Note “1” — Summary of Significant Accounting Policies (continued):

J.

Deferred Outflows and Deferred Inflows of Resources:

The statement of financial position reports a separate section for deferred outflows of resources.
Deferred outflows of resources represent the consumption of net position that is applicable to a future
reporting period. Additionally, the statement of financial position reports a separate section for deferred

inflows of resources. Deferred inflows of resources are an acquisition of net position that is applicable
to a future reporting period.

The District reports deferred outflows and deferred inflows of resources related to pension and OPEB.

Interfund Activity

Flows of cash or goods from one fund to another without a requirement for repayment are reported as
interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental
funds and after nonoperating revenues/expenses in proprietary funds.

On fund financial statements, short-term interfund loans are classified as interfund "due from/to other
funds". These amounts are eliminated in the statement of net position.

Compensated Absences

Vacation benefits are accrued as a liability as the benefits are earned if the employee's right to receive
compensation is attributable to services already rendered and it is probable that the employer will
compensate the employee for the benefits through paid time off or some other means. Sick leave
benefits are accrued as a liability using the vesting method. The liability is based on the sick leave
accumulated at June 30 by those employees who are currently eligible to receive termination payments
and those employees for whom it is probable they will become eligible to receive termination benefits
in the future. The criteria for determining the vacation and sick leave liability is derived from Board
policy, negotiated agreements, and state laws.

The entire compensated absence liability is reported on the government-wide financial statements. For
governmental fund financial statements, the amount of accumulated vacation and sick leave of
employees has been recorded as a current liability to the extent that the amounts are expected to be paid
using expendable available financial resources. The balance of the liability is not recorded.

. Accrued Liabilities and Long-term Debt

All accrued liabilities and long-term debt are reported in the government-wide financial statements. For
governmental fund financial statements, the accrued liabilities are generally reported as a governmental
fund liability if due for payment as of the balance sheet date regardless of whether they will be
liquidated with current financial resources. However, claims and judgments and compensated absences
paid from governmental funds are reported as a liability in the fund financial statements only for the
portion expected to be financed from expendable available financial resources. Long-term debt paid
from governmental funds is not recognized as a liability in the fund financial statements until due.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “1” — Summary of Significant Accounting Policies (continued):

N. Restricted Resources

When an expense is incurred that can be paid using either restricted or unrestricted resources, the
District's policy is to first apply the expense toward restricted resources and then toward unrestricted
resources. In governmental funds, the District's policy is to first apply the expenditure toward restricted
fund balance and then to other, less-restricted classifications - committed and then assigned fund
balances before using unassigned balances.

Note "2" - Stewardship, Compliance, and Accountabilig' :

On or before the last Friday in December of each year all cost centers submit requests for appropriations to
the Regional School Board Central Office administration so that the general fund budget may be prepared.

Before March 1, the proposed budget is presented to the finance committee for review. By the end of April,

the proposed budget will be reviewed and adopted by the Regional Board of Education to be presented at
the annual public budget meeting.

Not less than two weeks before the annual meeting held pursuant to C.G.S. Section 10-47, the board shall
hold a public district meeting to present a proposed budget for the next fiscal year. Any person may
recommend the inclusion or deletion of expenditures at such time. After the public hearing, the board
prepares an annual budget for the next fiscal year. At the annual meeting on the first Monday in May, the
board presents a budget which includes a statement of (1) estimated receipts and expenditures for the next
fiscal year, (2) estimated receipts and expenditures for the current fiscal year, (3) estimated surplus or
deficit in operating funds at the end of the current year, (4) bonded or other debt, (5) estimated per pupil
expenditure for the current and for the next fiscal year and (6) such other information as is necessary in the
opinion of the board. Persons present and eligible to vote under C.G.S. section 7-6 may accept or reject the
proposed budget. The regional board of education may, in the call to the meeting, designate that the vote on
the motion to adopt a budget shall be by paper ballots at the district meeting held on the budget or by a
"yes" or "no" vote on the voting machines in each of the member towns on the day following the district

meetings. After budget approval, the board shall estimate the net expenses to be paid by each member
town.

The budget for the general fund has substantially been prepared on the modified accrual basis.
Encumbrances, commitments related to unperformed contracts for goods or services, are recognized as a
valid and proper charge against a budget appropriation in the year in which the purchase order, contract or
other commitment is issued and, accordingly, encumbrances outstanding at year-end are reflected in the
budgetary reports as expenditures in the current year. Actual expenditures in the budgetary statement
include current encumbrances as described above. This method of accounting, for encumbrances, is
different from that utilized in the balance sheet and statement of revenue and expenditures (GAAP basis).
Encumbrances on a GAAP basis are not expenditures but are included in unassigned fund balance.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note "2" - Stewardship, Compliance, and Accountability (continued):

A reconciliation of general fund revenue, expenditures, and fund balance between the accounting treatment

for encumbrances and other items, as required by GAAP and legal requirements, is as follows:

General Fund

Expenditures
and Other

Revenue Financing Uses  Fund Balance
Budgetary Statement - June 30, 2019 $22,107,921 $21,652,860 $455,061
Encumbrances - June 30, 2018 --- 28,437 -
Encumbrances - June 30, 2019 (696,321) 696,321
Fund balance returned to participating towns is a
decrease of revenue for GAAP purposes (351,744) --- ---
Payments made on the District's behalf
as described in Notes "12" and "16" 4,759,920 4,759,920 ---
Balance (GAAP) Balance Sheet and Statement
of Revenue and Expenditures - June 30, 2019 $26,516,097 $25,744,896 $1,151,382
Note "3" — Budgetary Compliance — Special Revenue Fund:
No formal budget is adopted.
Note “4” — Cash, Deposits, and Investments:
A. Cash and Cash Equivalents:
Governmental Fiduciary
Funds Funds
Deposits:
Demand accounts $ 9,993,643 $ 309,503
Cash Equivalents:
State short-term investment fund (STIF) 337,952 ---
Total Cash and Cash Equivalents $ 10,331,595 $ 309,503
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Note “4” — Cash, Deposits, and Investments (continued):
B. Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits may not be
returned to it. The District does not have a deposit policy for custodial credit risk. As of June 30, 2019,
the carrying amount of the District’s deposits was $9,993,643 and the bank balance was $12,686,433.
Of the District’s bank balance, $12.186.433 was exposed to custodial credit risk, as follows:

Uninsured and uncollateralized $ 10,985,685
Uninsured and collateralized held by pledging

Bank’s trust department, not in the District’s name 1,200,748
Total amount subject to custodial credit risk $_12,186.433

C. Cash Equivalents

Cash equivalents are short-term, highly liquid investments that are both readily convertible to known
amounts of cash and purchased within 90 days of maturity. At June 30, 2019, the District’s cash
equivalents amounted to $337,952. The following table provides a summary of the District’s cash
equivalents, as rated by national recognized statistical rating organizations. The pools all have
maturities of less than one year.

Standard

and Poor’s
State of Connecticut Short-Term Investment Fund (STIF) AAAmM

D. Investments

At June 30, 2019, the District’s investments, consisted of the following:

Average Investment
Types of Investments Fair Value Credit Rating Maturity
Fiduciary Funds
Mutual Funds $_6,741,889 N/A N/A

e Ratings by Standard & Poor's are provided where applicable to indicate the associated
credit risk. N/A indicates not applicable.

o Interest rate risk - The District does not have a formal investment policy that limits

investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.

o Credit risk - The District has no investment policy that would limit its investment choices
due to credit risk other than State Statutes governing investments in obligations or any State
or political subdivision or in obligations of the State of Connecticut or political subdivision.
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Note “4” — Cash, Deposits, and Investments (continued):

E. Fair Value Measurements

The District categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure fair values of the assets. Level 1 inputs are quoted prices in an active market for identical

assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant
unobservable inputs.

The District's investments that are classified in Level 1 are measured on a recurring basis, using market
quotations for investments that have quoted prices in active markets. Investments that are classified in
Level 2 are measured using matrix pricing techniques using various pricing vendors. Matrix pricing is
used to value securities based on their relationship to benchmark quoted prices. Fair value is defined as
the quoted market value on the last trading day of the period. These prices are obtained from various
pricing sources by the custodian bank.

As of June 30, 2019, the District's investments are measured on a recurring basis using Level 1
information (market quotations for investments that have quoted prices in active markets). The District

does not hold any investments on June 30, 2019 whose fair value was determined using Level 2 or
Level 3 inputs.

Note “5” — Receivables and Due from the State of Connecticut:

Receivables and amounts due from State of Connecticut at June 30, 2019 consisted of various fees, interest
and intergovernmental grants and entitlements. All receivables are considered collectible in full based on
prior years' experience and the stable condition of State programs.

Note “6” — Interfund Accounts — Due to/from Other Funds:

At June 30, 2019, the amounts due to and from other funds were as follows:

Due from Due to
Other Funds Other Funds
Major Governmental Funds:
General Fund $ 634,773 $ 42,529
Debt Service Fund -—- 150,000
Capital Project Elementary Repair Fund 12,380 --
Capital Project Fund 150,319 344,156
Non-Major Governmental Funds:
Cateferia Fund - 64,595
State and Federal Grant Fund - 221,907
Universal Service Fund -— 4,115
Pre-School Restricted Fund 29,830 ---
Total $ 827302 $ 827,302
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Note “6” — Interfund Accounts — Due to/from Other Funds (continued):

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

Note “7” — Interfund Accounts — Transfers:

Interfund transfers for the year ended June 30, 2019, consisted of the following:

Transfers From Transfer To Net
Other Funds Other Funds Transfers
Major Governmental Funds:

General Fund $ --- $ 787,464 $ (787,464)
Debt Service Fund 469,350 150,000 319,350
Capital Project Fund 150,000 --- 150,000
Capital Reserve Fund 218,114 --- 218,114
Elementary Repair Fund 100,000 -—- 100,000

$ 937,464 $ 937,464 $ ---

Transfers are used to move (1) revenues from the fund the statute or budget requires to collect them to the
fund that the statue or budget requires to expend them, and (2) move unrestricted revenues collected in the

general fund to finance various programs accounted for in other funds, in accordance with budgetary
authorization.

Note “8” — Operating Deficiencies and Fund Deficits:

At June 30, 2019, the following individual funds had operating deficiencies and/or fund deficits, none of
which constitutes a violation of statutory provisions.

Operating Fund
Deficiency Deficits
Debt Service Fund $ 128,908 3 ---
Capital Reserve Fund 3 99,584 3 ---
School Cafeteria Fund $ 29,666 $ 16,675
Scholarship Fund $ 14,402 $ -—-
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Note “9” — Capital Assets:

Capital asset activity for the year ended June 30, 2019, was as follows:

Balance
July 1, 2018, Balance
Governmental Activities: as restated Increases Decreases  June 30, 2019
Capital Assets, not being depreciated
Land and Land Improvements $ 152,512 $ --- $ --- $ 152,512
Construction in Progress - AgScience Project * 1,284,926 13,596,600 --- 14,881,526
Total Capital Assets, not being depreciated 1,437,438 13,596,600 --- 15,034,038
Capital Assets, being depreciated
Buildings and improvements 12,200,592 --- -—- 12,200,592
Leasehold improvements 3,577,381 -- -— 3,577,381
Furniture and equipment 1,664,234 39,682 (8,693) 1,695,223
Total Capital Assets, being depreciated 17,442,207 39,682 (8,693) 17,473,196
Accumulated Depreciation
Buildings and improvements (10,864,602) (237,027) --- (11,101,629)
Leasehold improvements (3,577,381) --- --- (3,577,381)
Furniture and equipment (1,583,056) (44,604) 8,693 (1,618,967)
Total Accumulated Depreciation (16,025,039) (281,631) 8,693 (16,297,977)
Total Capital Assets, being depreciated, net 1,417,168 (241,949) -— 1,175,219
Governmental Activities Capital Assets, net $ 2,854,606 $13,354,651 - $16,209,257

Depreciation expense, at June 30, 2019, was charged to functions of the District as follows:

Governmental Activities:

Unallocated $ 266,912
Supporting Services:

District administration 4,852

Operation and maintenance of facilities 9,867

$ 281,631

* Beginning of the year governmental activities, capital assets, increased by $1,284,926 due to capitalized

construction in progress — AgScience Project costs not included in the prior year. See Note “17” for more
information.
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Note “10” — Long-Term Debt:

Long-term liability activity for the year ended June 30, 2019 is as follows:

Balance Balance Due Within
July 1, 2018 Additions Reductions June 30, 2019 One Year
General Obligation Loan of 2012 $ 450,000 $ - $ 450,000 $ --- $ ---
General Obligation Bonds of 2019 - 8,250,000 -- 8,250,000 325,000
General Obligation Bond

Anticipation Notes of 2019 --- 13,000,000 9,000,000 4,000,000 4,000,000
Compensated Absences &

Other Leave Benefits 123,098 19,170 16,828 125,440 -—-
Net OPEB Liability 1,341,943 702,480 2,044,423 ---
Net Pension Liability 366,339 179,160 18,172 527,327 ---

Totals $ 2,281,380 $ 22,150,810 $ 9,485,000 $ 14,947,190 $ 4,325,000

Compensated absences and other leave benefits includes vested or accumulated severance and sick leave.

A summary of general obligation bonds and notes outstanding as of June 30, 2019 is as follows:

Date of
Issue

General Obligation Loan of 2012 2012
General Obligation Bonds of 2019 4/10/2019

General Obligation Bond
Anticipation Note of 2019 4/10/2019

General Obligation Bond
Aanticipation Note of 2019 7/24/2018

Totals

Balance

Date of Amt of Outstanding

Maturity Interest Rate Original Issue 6/30/2019
2019 2.150% 2,500,000
4/1/2040 2.125% - 5.000% 8,250,000 8,250,000
4/9/2020 2.750% 4,000,000 4,000,000
4/10/2019 2.750% 9,000,000 -
$ 23,750,000 12,250,000

The proceeds from the general obligation bonds and notes will be used to finance renovation and
construction related to the District’s Agriscience STEM Academy and Science Wing.
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Note “10” — Long-Term Debt (continued):

The following is a summary of the District’s aggregate debt service requirements:

Year Ending June 30 Principal Interest Total
2020 $ 4,325,000 § 382,994 $ 4,707,994
2021 350,000 263,744 613,744
2022 400,000 246,244 646,244
2023 400,000 226,244 626,244
2024 400,000 206,244 606,244
2025-2029 2,000,000 790,719 2,790,719
2030-2034 2,000,000 534,719 2,534,719
2035-2040 2,375,000 251,963 2,626,963
Total $ 12,250,000 5 2,902,871 $ 15,152,871

Note “11” — Employees Retirement System, Non-certified Employee Plan:

A. General Information about the Pension Plan

Shepaug Valley Regional School District #12 is the administrator of a single-employer public employee
retirement system (PERS) established and administered by the Board of Education for its non-certified
employees. The PERS is considered to be part of the District's reporting entity and is included in the
District's financial reports as a pension trust fund. The plan does not issue stand-alone financial

statements. The membership of the plan consisted of the following at July 1, 2019, the date of the latest
actuarial valuation:

Inactive employees or beneficiaries currently receiving benefits 46
Inactive employees entitled to but not yet receiving benefits 7
Active employees 69

Total 122

The District provides all Employee retirement benefits through a single employer, noncontributory,
defined benefit plan. Under the plan, all regular full-time and regular part-time nonprofessional
employees who have completed 2 years of service and have attained the age of 25 are covered. All
covered employees vest after 10 years of service. The retirement benefit is 1.25% of final average
compensation multiplied by the employee's years of credited service. Employee's may retire and receive
their benefit after attaining the age of 65. The plan also provides reduced benefits for early retirement at
age 55 and completion of 10 years of credited service. Covered employees do not and are not required

to contribute anything to the PERS. There were no major plan changes for the July 1, 2019 actuarial
valuation.
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Note “11” — Employees Retirement System, Non-certified Employee Plan (continued):

B.

Authority and Funding Policy:

The Board of Education has established the benefit provisions and contribution to the plan. The Board
is also authorized to make changes to the plan provisions through the budgetary process.

The District’s funding policy provides for periodic employer contributions at actuarially determined
rates that are sufficient to accumulate the assets to pay benefits when due.

Summary of Significant Accounting Policies:

Basis of Accounting: PERS financial statements are prepared using the accrual basis of accounting.
Employer contributions are recognized as revenues in the period in which employee services are

performed. Benefit payments and refunds are payable when due and payable in accordance with the
terms of the plan.

Method Used to Value Investments: All assets are valued at fair value. Fair value, provided by the
custodian, is a market quotation as of year-end. Funds are invested in fixed income and equity securities
through a trust agreement with the custodian, Wells Fargo. Investment income is recognized as earned.

Investments:

Investment Policy: The pension plan's policy in regard to the allocation of invested assets is established
and may be amended by the Board of Education Finance Committee by a majority vote of its members.
It is the policy of the Board of Education to pursue an investment strategy that reduces risk through the
prudent diversification of the portfolio across a broad selection of distinct asset classes. The policy
emphasizes long-term capital appreciation investments with some consideration for current income.
Investments are primarily in equity securities and other asset classes, with growth as the primary
objective. Fixed income securities are utilized for risk management. The following was the asset
allocation policy as of June 30, 2019:

Asset Class Target Allocation
Equities 60%
Fixed Income 37%
Cash 3%

The following investments represent S percent or more of plan net assets:

Vanguard 500 Index Fund § 878,141 12.69%
Federated Total Return Bond Fund 5 641,091 9.26%
Metropolitan West Total Return Bond Fund $ 640,915 9.26%
Wells Fargo Core Bond Fund $ 640,454 9.25%
Dodge & Cox Income Fund $ 637,191 9.21%
Northern Mid Cap Index Fund $ 582,563 8.42%

Rate of Return: For the year ended June 30, 2019, the annual money-weighted rate of return on pension
plan investments, net of pension plan investment expense, was 5.91%. The money-weighted rate of

return expresses investment performance, net of investment expense, adjusted for the changing amounts
actually invested.
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Note “11” — Emplovees Retirement System, Non-certified Employee Plan (continued):

E. Net Pension Liability of the District:

The components of the net pension liability at June 30, 2019, were as follows:

Total pension liability $ 7,448,174
Plan fiduciary net position 6.920,847
Net pension liability $ 527,327
Plan fiduciary net position as a percentage of the total pension liability 92.92%

F. Actuarial Assumptions:

The total pension liability was determined by an actuarial valuation as of July 1, 2019, using the
following actuarial assumptions, applied to all period included in the measurement:

Inflation: 2.25%
Salary Increases: 3.50%
Investment Rate of Return: 6.75%, net of pension plan investment expense

Mortality rates were based on the RP-2014 Table with MP-2018 mortality improvements.

Changes in Assumptions: The municipal bond index changed from 2.98% in the July 1,2018 actuarial
valuation to 2.79% for the July 1, 2019 actuarial valuation. In addition, the mortality table was updated
from the RP-2014 Table with MP-2017 mortality improvements to the RP-2014 Table with MP-2018
mortality improvements.

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best estimate ranges of expected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of return by weighing the expected future
real rates of return by the target asset allocation percentage and by adding expected inflation. Best
estimates of arithmetic real rates of return for each major asset class included in the pension plan's
target asset allocation as of June 30, 2019 (see the discussion of the pension plan's investment policy)
are summarized in the following table:

Long-Term Expected

Asset Cl Real Rate of Return
Equities 5.70%
Fixed Income 0.63%
Cash 0.00%
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Note “11” — Employees Retirement System, Non-certified Employee Plan (continued):
G. Discount Rate:

The discount rate used to measure the total pension liability was 6.75%. The projections of cash flows
used to determine the discount rate assumed that the District contribution will be made at actuarially
determined contribution rates. Based on this assumption, the pension plan's fiduciary net position was
projected to be available to make all projected future benefit payments of current plan 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.

H. Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the District, calculated using the discount rate of

6.75%, as well as what the District’s net pension liability would be if it were calculated using a discount

rate that is 1 percentage point lower (5.75%) or 1 percentage point higher (7.75%) than the current rate:
1% Decrease

Current Discount Rate 1% Increase

5.75% 6.75% 1.75%
Total Pension Liability § 8,235,141 $ 7,448,174 $ 6,776,028
Plan Fiduciary Net Position $ 6,920,847 $ 6,920,847 $ 6,920,847
Net Pension Liability (Asset) $ 1,314,294 $ 527,327 $( 144,819)

I. Changes in the Net Pension Liability

Increase (Decrease) Net Position

Total Pension Plan Fiduciary Liability
Liability Net Position (Asset)
(a) (b) (a) - (b)
Balances as of June 30, 2018 $ 7,008,523 $ 6,642,184 $ 366,339
Changes for the Year:
Service cost 153,015 - 153,015
Interest on total pension liability 462,281 - 462,281
Differences between expected and
actual experience 162,362 -—- 162,362
Changes of assumptions (18,172) - (18,172)
Employer contributions -— 205,511 (205,511)
Net investment income - 392,987 (392,987)
Benefit payments (319,835) (319,835) -—-
Net changes 439,651 278,663 160,988
Balances as of June 30, 2019 $ 7,448,174 $ 6,920,847 $ 527327
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Note “11” — Emplovyees Retirement System, Non-certified Employee Plan (continued):

J.  Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to

Pensions
Deferred Qutflows Deferred Inflows

of Resources of Resources
Differences between expected and actual experience $ 128,205 $ -
Changes of assumptions 304.006 ---

Net difference between projected and actual earnings
on plan investments ——- 27,164
$ 432.211 $ 27,164

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year Ending June 30 Principal
2020 $ 146,913
2021 72.607
2022 86.621
2023 52,370
2024 31.862
Thereafter 14,674
Total $ 405,047

Note “12” — State of Connecticut Teachers’ Retirement System: Pension

A. General Information about the Pension Plan:

Teachers, principals, superintendents or supervisors engaged in service of public schools are provided
with pensions through the Connecticut State Teachers’ Retirement System. a cost sharing multi-
employer defined benefit pension plan administered by the Teachers' Retirement Board.

Chapter 167a of the State Statutes grants authority to establish and amend the benefit terms to the

Teachers Retirement Board. The Teachers Retirement Board issues a publicly available financial report
that can be obtained at www ct.gov.
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Note “12” — State of Connecticut Teachers’ Retirement System: Pension

B. Summary of Significant Accounting Policies:

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pension, and pension expense, information about the fiduciary net position of the
Teachers Retirement System have been determined on the same basis as they are reported by the
Connecticut Teachers Retirement System. 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.

C. Benefit Provisions:

The plan provides retirement, disability, and death benefits. Employees are eligible to retire at age 60
with 20 years of credited service in Connecticut. or 35 years of credited service including at least 25
years of service in Connecticut.

Normal Retirement: Retirement benefits for the employees are calculated as 2% of the average annual
salary times the years of credited service (maximum benefit is 75% of average annual salary during the
3 years of highest salary). In addition, amounts derived from the accumulation of 6% contributions
made prior to July 1, 1989 and voluntary contributions are payable.

Early Retirement. Employees are eligible after 25 years of credited service including 20 years of
Connecticut service, or age 55 with 20 years of credited service including 15 years of Connecticut
service with reduced benefit amounts.

Disability Retirement: Employees are eligible for service-related disability benefits regardless of length
of service. Five years of credited service is required for nonservice-related disability eligibility.
Disability benefits are calculated as 2% of average annual salary times credited service to date of
disability. but not less than 15% of average annual salary. nor more than 50% of average annual salary.

D. Contributions:

State of Connecticut: Per Connecticut General Statutes Section 10- 183z (which reflects Public Act 79-
436 as amended), contribution requirements of active employees and the State of Connecticut are
amended and certified by the State Teachers' Retirement Board and appropriated by the General
Assembly. The contributions are actuarially determined as an amount that, when combined with
employee contributions and investment earnings, is expected to finance the costs of the benefits earned
by employees during that year, with any additional amounts to finance unfunded accrued liability.

Employer (School District): School district employers are not required to make contributions to the
plan.

Employees: Effective July 1, 1992, each teacher is required to contribute 6% of pensionable salary for

the pension benefit. Effective January 1, 2018, the required contribution increased to 7% of pensionable
salary.
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Note “12” — State of Connecticut Teachers’ Retirement System: Pension (continued):

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

At June 30, 2019, the District reports no amounts for its proportionate share of the net pension liability,
deferred outflows of resources, and deferred inflows of resources, due to the statutory requirement that
the State of Connecticut pay 100 percent of the required contribution.

The amount recognized by the District as its proportionate share of the net pension liability, the related
state support, and the total portion of the net pension liability that was associated with the District were

as follows:

District’s proportionate share of the net pension liability $ ---

State's proportionate share of the net pension liability associated with the District 26,645,180
Total $.26,645.180

The net pension liability was measured as of June 30, 2018, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation date of June 30, 2018. At
June 30, 2019, the District has no proportionate share of the net pension liability.

For the year ended June 30, 2019, the District recognized pension expense and revenue of $2,990,451
for on-behalf amounts for the benefits provided by the State.

F. Actuarial Assumptions:

The total pension liability in the June 30. 2018 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.75%
Salary increases 3.25-6.50%, including inflation
Investment rate of return 8.00%, net of pension plan investment expense, including inflation

Mortality rates were based on the RPH-2014 White Collar table with employee and annuitant rates
blended from ages 50 to 80, projected to the year 2020 using the BB improvement scale.

The actuarial assumptions used in the June 30, 2018 actuarial valuation were based on the results of an
actuarial experience study for the period July 1, 2010 to June 30, 2015.

For teachers who retired prior to September 1, 1992, pension benefit adjustments are made in

accordance with increases in the Consumer Price Index, with a minimum of 3% and a maximum of 5%
per annum.

For teachers who were members of the Teachers' Retirement System before July 1, 2007 and retire on
or after September 1, 1992, pension benefit adjustments are made that are consistent with those
provided for Social Security benefits on January I of the year granted, with a maximum of 6% per
annum. If the return on assets in the previous year was less than 8.5%, the maximum increase is 1.5%.
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Note “12” — State of Connecticut Teachers’ Retirement System: Pension (continued):

F. Actuarial Assumptions (continued):

For teachers who were members of the Teachers' Retirement System after July 1, 2007, pension benefit
adjustments are made that are consistent with those provide for Social Security benefits on January 1 of
the year granted, with a maximum of 5% per annum. If the return on assets in the previous year was less
than 11.5%, the maximum increase is 3%, and if the return on the assets in the previous year was less
than 8.5%, the maximum increase is 1.0%.

The 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
returns, net of pension plan investment expense and inflation) are developed for each major asset class.
These ranges are 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 by adding expected inflation.
Best estimates of arithmetic real rates of return for each major asset class included in the plan's target
asset allocation are summarized in the following table.

Long-Term

Target Expected Real
Asset Class Allocation Rate of Return
Large cap U.S. equities 21.0% 5.8%
Developed non-U.S. equities 18.0% 6.6%
Emerging markets (non-U.S.) 9.0% 8.3%
Real estate 7.0% 5.1%
Private equity 11.0% 7.6%
Alternative investments 8.0% 4.1%
Core fixed income 7.0% 1.3%
High yield bonds 5.0% 3.9%
Emerging market bond 5.0% 3.7%
Inflation linked bond fund 3.0% 1.0%
Cash 6.0% 0.4%

Total _100.0%

G. Discount Rate:

The discount rate used to measure the total pension liability was 8.00%. The projection of cash flows
used to determine the discount rate assumed that plan member contributions will be made at the current
contribution rate and that the State contributions will be made at rates equal to the difference between
actuarially determined contribution rates and the member rate. Based on those assumptions, the pension
plan's fiduciary net position was projected to be available to make all projected future benefit payments
of current plan 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.

H. Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The District’s proportionate share of the net pension liability is $0, and therefore, the change in the
discount rate would only impact the amount recorded by the State.
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Note “12” — State of Connecticut Teachers’ Retirement System: Pension (continued):

[. Pension Plan Fiduciary Net Position

Detailed information about the pension plan's fiduciary net position is available in the separately
issued financial statements available at www.ct.gov.

J.  Other Information

Additional information is included in the required supplementary information section of the

financial statements. A schedule of contributions is not presented as the District has no obligation
to contribute to the plan.

Note “13” — Risk Management and Unpaid Claims Liabilities:

The District is exposed to various risks of loss. related to torts; theft of, damage to, and distribution of
assets; errors and omissions; injuries to employees: and natural disasters. The District maintains commercial
insurance coverage for all risks of loss, including workers' compensation insurance.

Additionally, employee health coverage is purchased from a commercial carrier.

Note “14” — Commitments and Contingencies:

Litigation: It is the opinion of the school district ofticials that there are no material or substantial claims
against the district, which will be finally determined so as to result in a judgment or judgments against
the district, which would materially affect its financial position.

Grant Programs: The District participates in numerous state and federal grant programs, which are
governed by various rules and regulations of the grantor agencies. Costs charged to the respective
grant programs are subject to audit and adjustment by the grantor agencies: therefore, to the extent that
the District has not complied with the rules and regulations governing the grants, refunds of any
money received may be required and the collectability of any related receivable at June 30, 2019 may
be impaired. In the opinion of the District, there are no significant contingent liabilities relating to
compliance with the rules and regulations governing the respective grants; therefore, no provision has
been recorded in the accompanying combined financial statements for such contingencies.

Note “15” — Post Retirement Benefits:

A. General Information about the Post Retirement Plan:

Shepaug Valley Regional School District #12 has a single-employer defined benefit plan that
provides post-retirement benefits, including medical and life insurance benefits, to eligible retirees
and their spouses. The post-retirement plan does not issue stand-alone financial statements.

The District currently pays for postemployment health care benefits on a pay-as-you-go basis. As
of June 30, 2019, the District has not established a trust fund to irrevocably segregate assets to

fund liability associated with the postemployment benefits, which would require the reporting of a
trust fund in accordance with GASB guidelines.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “15” — Post Retirement Benefits (continued):

A. General Information about the Post Retirement Plan (continued):

The membership of the plan consisted of the following at July 1. 2019, the date of the latest actuarial

valuation:
Inactive employees or beneficiaries currently receiving benefits 11
Inactive employees entitled to but not yet receiving benefits 0
Active employees 191
Total 202

B. Authority and Funding Policy:

The Board of Education has established the benefit provisions and contribution to the plan. The
contribution requirements of plan members and the District are established and may be amended by the
District. The District determines the required contribution using the Entry Age Normal Method. The
Board is also authorized to make changes to the plan provisions through the budgetary process.

The District has not established a trust fund to irrevocably segregate assets to fund the liability associated
with post-employment benefits in accordance with GASB guidelines. Although a trust fund may not be
established in the future to exclusively control the funding and reporting of post- employment beireiits,
the District anticipates a commitment to fund normal costs as well as long-term approach for the
amortization of the actuarial accrued liability. The goal is to absorb. within the budgetary process, the
annual OPEB cost of benefits and to segregate the needed resources.

C. Net Other Post Employment Benefit (OPEB) Liabiliry of the District:

The components of the net OPEB liability at June 30, 2019, were as follows:

Total OPEB liability $ 2,044,423
Plan fiduciary net position -
Net OPEB liability $_2.044,423
Plan fiduciary net position as a percentage of the total OPEB liability 0%

D. Actuarial Assumptions:

Valuation Date July 1,2019

Actuarial Cost Method Entry Age Normal

Amortization Method Level Dollar, open

Remaining Amortization Period 30 Years

Inflation 2.25%

Salary Increases N/A

Investment Rate of Return N/A

Discount Rate 3.13%

Trend Rate 8.00% in current year, decreasing by 0.50% per year with an
ultimate rate of 4.00%

Mortality Table RP-2014 (adjusted) with MP-2018 mortality improvements
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30,2019

Note “15” — Post Retirement Benefits (continued):

D. Actuarial Assumptions (continued):

Changes in Assumptions: The discount rate decreased from 3.62% to 3.13% and the mortality table was
updated from the 1994 GAR to RP-2014 (adjusted) with MP-2018 mortality improvements.

The plan does not have credible data on which to perform an experience study. As a result, a full actuarial
study is not applicable.

E. Sensitivity of the OPEB Liability to Changes in the Discount Rate and Trend Rate:

The following presents the net OPEB liability of the District, calculated using the discount rate of 3.13%,
as well as what the District’s net OPEB liability would be if it were calculated using a discount rate that
is 1 percentage point lower (2.13%) or 1 percentage point higher (4.13%) than the current rate:

1% Decrease Current Discount Rate 1% Increase

2.13% 3.13% 4.13%
Total OPEB Liability $2,390,314 $ 2,044,423 $ 1,764,264
Plan Fiduciary Net Position $ - $ -- $ ---
Net OPEB Liability $2.390.314 $ 2,044,423 $ 1,764,264

The following presents the net OPERB liability of the District. calculated using the trend rate of 8.00%. as
well as what the District’s net OPEB liability would be if it were calculated using a trend rate that is 1
percentage point lower (7.00%) or 1 percentage point higher (9.00%) than the current rate:

1% Decrease Current Discount Rate 1% Increase

7.00% 8.00% 9.00%
Total OPEB Liability $ 1,784,690 $ 2,044,423 $ 2,355,225
Plan Fiduciary Net Position $ $ $ ---
Net OPEB Liability $ 1,784,690 $ 2,044,423 $2.355.225

F. Changes in the Net OPEB Liability:

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability
(a) (b) (@) - (b)
Balances as of June 30, 2018 $ 1341943 $ --- $ 1,341,943
Changes for the Year:
Service cost 10,000 - 10,000
Interest cost 48,578 --- 48,578
Differences between expected and
actual experience 387,208 --- 387,208
Changes of assumptions 256,694 -—- 256,694
Net changes 702,480 --- 702,480
Balances as of June 30, 2019 $ 2044423 $ --- $ 2,044,423
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30,2019

Note “15” — Post Retirement Benefits (continued):

G. OPEB Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources Related to
OPEB:

Deferred Qutflows Deferred Inflows
of Resources of Resources
Differences between expected and actual experience $ 194,502 $ ---
Changes of assumptions 289,372 ---
$ 483,874 3 ---

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
will be recognized in OPEB expense as follows:

Year Ending June 30 Principal
2020 $ 24,388
2021 24,388
2022 24,388
2023 24,388
2024 24.388
Thereafter 361,934
Total $ 483,874

Note “16” — State of Connecticut Teachers’ Retirement System: Other Postemployment Benefits:

A. General Information about the Other Postemployment Benefits (OPEB) Plan:

Teachers, principals, superintendents or supervisors engaged in service of public schools are
provided with benefits, including retiree health insurance, through the Connecticut Teachers'
Retirement System (TRS) - a cost sharing multiemployer defined benefit pension plan
administered by the TRB. Chapter 167a of the State Statutes grants authority to establish and
amend the benefit terms to the Teachers Retirement Board (TRB). The TRB issues a publicly
available financial report that can be obtained at www.ct.gov.

B. Summary of Significant Accounting Policies:

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows
of resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
TRS have been determined on the same basis as they are reported by the Connecticut Teachers
Retirement System. 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.

-44-



Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “16” — State of Connecticut Teachers’ Retirement System: OPEB (continued):

C. Benefit Provision

The Plan covers retired teachers and administrators of public schools in the State who are receiving
benefits from the Plan. The Plan provides healthcare insurance benefits to eligible retirees and their
spouses. Any member that is currently receiving a retirement or disability benefit through the Plan is
eligible to participate in the healthcare portion of the Plan. Subsidized Local School District Coverage
provides a subsidy paid to members still receiving coverage through their former employer and the

TRB Sponsored Medicare Supplemental Plans provide coverage for those participating in Medicare, but
not receiving Subsidized Local School District Coverage.

Any member that is not currently participating in Medicare Parts A & B is eligible to continue heaith
care coverage with their former employer. A subsidy of up to $110 per month for a retired member plus
an additional $110 per month for a spouse enrolled in a local school district plan is provided to the
school district to first offset the retiree's share of the cost of coverage, any remaining portion is used to
offset the district's cost. The subsidy amount is set by statute, and has not increased since July of 1996.
A subsidy amount of $220 per month may be paid for a retired member, spouse or the surviving spouse
of a member who has attained the normal retirement age to participate in Medicare, is not eligible for

Part A of Medicare without cost, and contributes at least $220 per month towards coverage under a
local school district plan.

Any member that is currently participating in Medicare Parts A & B is eligible to either continue health
care coverage with their former employer, if offered, or enroll in the plan sponsored by the System. If

they elect to remain in the plan with their former employer, the same subsidies as above will be paid to
offset the cost of coverage.

If a member participating in Medicare Parts A & B so elects, they may enroll in one of the CTRB
Sponsored Medicare Supplemental Plans. Active members, retirees, and the State pay equally toward
the costs of the basic coverage (medical and prescription drug benefits).

Employees are eligible to retire at age 60 with 20 years of credited service in Connecticut, or 35 years
of credited service including at least 25 years of service in Connecticut.

D. Contributions & Administrative Expenses

Per Connecticut General Statutes Section 10-183z (which reflects Public Act 79-436 as amended),
contribution requirements of active employees and the State of Connecticut are amended and certified
by the TRB and appropriated by the General Assembly. The State pays for one third of plan costs
through an annual appropriation in the General Fund.

Employer (School District): School district employers are not required to make contributions to the
plan.

Employees/Retirees: The cost of providing benefits is financed on a pay-as-you-go basis as follows:
active teachers' pay for one third of the Plan costs through a contribution of 1.25% of their pensionable
salaries, and retired teachers pay for one third of the Plan costs through monthly premiums, which helps
reduce the cost of health insurance for eligible retired members and dependents.

Administrative costs of the Plan are to be paid by the General Assembly per Section 10-183r of the
Connecticut General Statutes.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30,2019

Note “16” — State of Connecticut Teachers’ Resirement System: OPEB (continued):

E. OPEB Liabilities. OPEB Expense, and Deferred Qutflows of Resources and Deferred Inflows of
Resources Related to OPEB:

At June 30, 2019, the District reports no amounts for its proportionate share of the net OPEB liability,

and related deferred outflows and inflows, due 1o the statutory requirement that the State pay 106% of
the required contribution.

The amount recognized by the District as its proportionate share of the net OPEB liability, the related
state support, and the total portion of the net OPES liability that was associated with the District were

as follows:

District’s proportionate share of the net OPEB liability $ ---

State’s proportionate share of the net OPEB liability associated with the District 5,326,526
Total $_5.326,526

The net OPEB liability was measured as of June 30, 2018, and the total OPEB liability used to calculate
the net OPEB liability was determined by an actuarial valuation date of June 30, 2018. At June 30,
2019, the District has no proportionate share of the net OPEB liability.

For the year ended June 30, 2019, the District recognized OPEB expense and revenue of $1,769,469 for
on-behalf amounts for the benefits provided by the State.

F. Actuarial Assumptions:

The total OPEB liability was determined by an actuarial valuation as of June 30, 2018 using the
following actuarial assumptions and other inputs, applied to all period included in the measurement.

Inflation 2.75%
Real wage growth 0.50%
Wage inflation 3.25%
Salary increases 3.25-6.50%, including inflation

Long-term investment rate of return ~ 3.00%, net of OPEB plan investment expense, including inflation

Municipal bond index rate:
Measurement date 3.87%
Prior measurement date 3.56%

Single equivalent interest rate:

Measurement date 3.87%, net of OPEB plan investment expense, including price
inflation

Prior measurement date 3.56%, net of OPEB plan investment expense, including price
inflation

Healthcare cost trend rates:

Pre-Medicare 5.95% for 2018 decreasing to an ultimate rate of 4.75% by 2025
Medicare 5.00% for 2018 decreasing to an ultimate rate of 4.75% by 2025
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
June 30, 2019

Note “16” — State of Connecticut Teachers’ Retirement System: OPEB (continued):

F. Actuarial Assumptions (continued).

Mortality rates were based on the RPH-2014 White Collar table with employee and annuitant rates
blended from ages 50 to 80, projected to thz year 2020 using the BB improvement scale.

The long-term expected rate of return on plan assets is reviewed as part of the GASB 75 valuation
process. Several factors are considered in cvaluating the long-term rate of return assumption, including
the Plan's current asset allocations and a log-normal distribution analysis using the best- estimate ranges
of expected future real rates of return (expected return, net of investment expense and inflation) for
each major asset class.

The long-term expected rate of return was determined by weighing the expected future real rates of
return by the target asset allocation percentage and then adding expected inflation. The assumption is
not expected to change absent a significant change in the asset allocation, a change in the inflation
assumption, or a fundamental change in the market that alters expected returns in future years.

The target asset allocation and best estimates of geometric real rates of return for each major asset class
are summarized in the following table:

Expected 10-Year

Target Geometric Real Standard
Asset Class Allocation Rate of Return Deviation
U.S. Treasuries (Cash Equivalents) 100.0% 0.27% 2.74%
Price Inflation 2.75%
Expected Rate of Return (rounded nearest 0.25%) 3.00%

Changes in Assumptions. The expected rate of return on assets was changed from 2.75% to 3.00% to
reflect the anticipated return on cash and other high-quality short-term fixed income investments. In
addition, the discount rate was increased from 3.56% to 3.87% to reflect the change in the Municipal
Bond Index rate. Lastly, changes were also made to the assumed per capita health care claim costs,
long-term health care cost trend rates, the percentage of retired members who are not currently
participating in the Plan but are expect to elect coverage in the future, the percentage of participating
retirees who are expected to enroll in the Medicare Supplement Plan and the Medicare Advantage Plan,
the post-disablement mortality table, which was updated to extend the period of projected mortality
improvements from 2017 to 2020, and the percentage of deferred vested members who will become
ineligible for future health care benefits.

G. Discount Rate:

The discount rate used to measure the total OPEB liability was 3.87%. The projection of cash flows
used to determine the discount rate was performed in accordance with GASB 75. The projection’s
basis was an actuarial valuation performed as of June 30, 2018.
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Shepaug Valley Regional School District #12

Towns of Bridgewater, Roxbury, and Washington

June 30, 2019

Note “16” — State of Connecticut Teachers’ Retirement System: OPEB (continued):

G. Discount Rate (continued):

In addition to the actuarial methods and assumptions of the June 30, 2018 actuarial valuation, the
following actuarial methods and assumptions were used in the projection of cash flows:

o Total payroll for the initial projection year consists of the payroll of the active membership
present on the valuation date. In subsequent projection years, total payroll was assumed to
increase annual at a rate of 3.25%.

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

e No future employer contributions were assumed to be made.

Based on those assumptions, the plan's fiduciary net position was projected to be depleted in 2019 and,
as a result, the Municipal Bond Index Rate was used in the determination of the single equivalent rate.

H. Sensitivity of the Net OPEB Liability to Changes in the Health Care Cost Trend Rate and the Discount
Rate:

The District’s proportionate share of the net OPEB liability is $0, and therefore, the change in the
discount rate would only impact the amount recorded by the State of Connecticut.

I. Plan Fiduciary Net Position:

Detailed information about the plan’s fiduciary net position is available in the separately issued
financial statements available at www.ct.gov.

J. Other Information:

Additional information is included in the required supplementary information section of the financial

statements. A schedule of contributions is not presented as the District has no obligation to contribute
to the plan.

Note “17” — Restated Net Position at July 1, 2018:

Net position at July 1, 2018 increased by $1,284,926 due to capitalized construction in progress costs
related to the AgScience Project.

Change in
Net Position Net Position
July 1, 2018, as originally reported $ 1,485,245 $ (105,556)
Capitalized construction in progress costs 1,284,926 1,284,926
July 1, 2018, as restated $ 2,770,171 $ 1,179,370
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington

Statement Of Revenue, Expenditures And Changes In Fund Balances

Budget and Actual (NON-GAAP BUDGETARY BASIS)
General Fund

Year Ended June 30, 2019
Original Variarce
and Final Over
Budget Actual (Under)
Revenue:
Participating towns :

Town of Bridgewater 3,851,812 § 3,851,812 § -

Town of Roxbury 7,776,624 7,776,624 ---

Town of Washington 9,842,089 9,842,089 -
State of Connecticut:

Adult education grant 66 53 (13)
Investment income 700 8,012 7,312
Tuition income 340,116 615,491 275,375
Miscellaneous income --- 13,840 13,840

Total Revenue 21,811,407 22,107,921 266,514
Expenditures:
Personnel Services - Salaries 12,521,720 12,418,206 103,514
Employee benefits 3,446,864 3,234,508 212,356
Purchased Professicnal & Technical Services 752,215 806,562 (54.347)
Purchased Property Services 423,725 712,810 (285.085)
Other Purchased Services 2,501,638 1,867,590 634,048
Supplies 1,156,283 1,124,561 31,722
Property & Program Changes 245,598 316,868 {71.270)
Debt Service & Miscellaneous 203,689 384,291 (180.602)
Total Expenditures 21,251,732 20,865,396 386,336
Expenditures Transferred from Budget:
Debt Service Fund 459,675 469,350 (9,675)
Reserve Fund for Capital and Non-recurring expenditures --- 218,114 (218,114)
Elementary School Repair Fund 100,000 100,000 ---
Total Expenditures and Transfers 21,811,407 21,652,860 158,547
Excess of Revenue over Expenditures and Transfers --- 455,061 455,061
Fund Balance - beginning of year --- 351,744 351,744
Returned to participating towns - (351,744) (351,744)
Fund Balance - end of year $ - 3 455,061 § 455,061

The accompanying notes are an integral part of these financial statements.
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Shepaug Valley Regional School District #12
Schedule of the District's Propertionaie Share of the Net OPEB Liability
State of Connecticut Teachers' Retirement System

Last Two Fiscal Years

2019 2018
District's proportion of the net OPEB liability 0.00% 0.00%
District's proportionate share of the net OPEB liability $ - $ -
State's porportionate share of the net OPEB liability
associated with the District 5,326,526 7,238,690

Total

3 5,326,526 % 7,238,690

District's covered-employee payroll s N/A $ N/A
District's proportionate share of the net OPEB liability

as a percentage of its covered-employee payroll 0.00% 0.00%
Plan fiduciary net position as a percentage of the total OPEB liability 1.49% 1.79%

Notes to Schedule

Actuarial cost method
Amortization method
Remaining amortization method
Asset valuation method
Investment rate of return

Changes in benefit terms

Changes of assumptions

Entry age

Level percent of payroll

30 years, open

Market value of assets

3.00%, net of investment-related expense including price inflation

Effective July 1, 2018, Medicare Advantage Plan was added to available options, changing the base plan
to the Medicare Advantage Plan for the purposes of determining retiree subsidies and/or cost sharing
amounts, and introduced a two-year waiting period for re-enrollment in a System-sponsored Plan for
those who cancel their coverage or choose not to enroll after the effective date.

The expected rate of return on assets was changed from 2.75% to 3.00% to reflect the anticipated return
on cash and other high quality short term fixed income investments.

The discount rate was increased from 3.56% to 3.87% to reflect the change in the Municipal Bond Index
rate.

Changes were also made to the assumed per capita claims costs, the assumed age related percentage
increases in expected annual per capita health care claim costs, long-term health care cost trend rates, the
percentage of retired members who are not currently participating in the Plan but are expected to elect
coverage in the future, the percentage of participating retirees who are expected to enroll in the Medicare
Supplement Plan and the Medicare Advantage Plan, the post-disablement mortality table, which was
updated to extend the period of projected mortality improvements from 2017 to 2020, and the percentage
of deferred vested members who will become ineligible for future health care benefits.

District's covered-employee payroll Not applicable since 0% proportionate share of the net OPEB liability
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Shepaug Valley Regional School District #12

Schedule of Changes in Net OPEB Liability and Related Ratios
Other Post Employment Benefits (OPEB)

Last Two Fiscal Years

2019 2018
Total OPEB liability:

Service Cost $ 16,000 $ 10,600

Interest Cost 48,578 56.762

Differences between expected and actual experience 387,208 (195.455)

Changes of assumptions 256,694 51.584

Net change in total OPEB liability 702,480 (77,109)

Total OPEB liability - beginning 1,341,943 1,419,052

Total OPEB liability - ending 2,044,423 1,341,943
Plan fiduciary net position:

Plan fiduciary net position at end of the year - -
Net OPEB Liability $ 2,044,423 % 1,341,943
Plan fiduciary net position as a percentage of the total OPEB liability 0.00% 0.00%
Covered employee payroll N/A N/A
Net OPEB liability as a percentage of covered employce payroll N/A N/A
Notes to Schedule

Actuarial cost method Entry age

Amortization method Level dollar, open

Remaining amortization method 30 years

Asset valuation method N/A

Discount rate 4.00%

Inflation 2.25%

Salary increases N/A

Investment rate of return N/A

Retirement age 65

Mortality table RP-2014 (adjusted) with MP-2018 mortality improvements (previously, 1994 GAR)

Trend rate 8.00% in current year, decreasing by 0.50% per year, with an ultimate rate of 4.00%

Changes in benefit terms None

The discount rate decreased from 3.62% to 3.13% and the mortality table was

Changes of assumptions updated from 1994 GAR to RP-2014 (adjusted) with MP-2018 mortality

improvements.
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Shepaug Valley Regional School District #12

Towns of Bridgewater, Roxbury and Washington

Statement of Changes in Assets and Liabilities
All Agency Funds - Student Activities Fund
June 30, 2019

Balance Balance
July 1, 2018 Additions Deductions June 30, 2019
Assets:
Cash $ 117,361 191,133 177,949 130,545
Total Assets $ 117,361 191,133 177,949 136,545
Liabilities:
Due to Student Groups
High School $ 87,225 143,365 131,412 99,178
Middle School 9,989 15,555 14,529 11.015
Burnham School 4,622 2,443 2,105 4960
Booth Free School 7,088 10,576 10,093 7571
Washington Primary 8,437 19,194 19,810 7,821
Total Liabilities $ 117,361 191,133 177,949 130,545
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Charles Heaven & Co.
Certified Public Accountants
Waterbury, Connecticut
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Board of Education
Shepaug Valley Regional School District #12
Bridgewater, Roxbury and Washington, Connecticut

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of Shepaug Valley Regional
School District #12 as of and for the year ended June 30, 2019, and the related notes to the financial
statements, which collectively comprise Shepaug Valley Regional School District #12's basic financial
statements, and have issued our report thereon dated December 20, 2019,

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Shepaug Valley Regional
School District #12's internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Shepaug
Valley Regional School District #12's internal control. Accordingly, we do not express an opinion on the
effectiveness of Shepaug Valley Regional School District #12's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity's
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less

severe than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Shepaug Valley Regional School District #12's
financial statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which cou!d have a
direct and material effect on the determination of financial statement amounts. However. providing an
opinion on compliance with those provisions was not 2n objective of our audit. and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Shepaug Valley Regional School District #12's internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

'/
/O;C//, (o v
/ :
CHARLES HEAVEN & CO.

December 20. 2019
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Charles Heaven & Co.
Certified Public Accountants
Waterbury, Connecticut
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REPORT ON COMPLIANCE FOR EACH MAJOR STATE PROGRAM; REPORT ON INTERNAL
CONTROL OVER COMPLJANCE; AND REPORT ON THE SCHEDULE OF EXPENDITURES OF
STATE FINANCIAL ASSISTANCE REQUIRED BY THE STATE SINGLE AUDIT ACT

INDEPENDENT AUDITOR'S REPORT

Board of Education
Shepaug Valley Regional School District #12
Bridgewater, Roxbury, and Washington, Connecticut

Report on Compliance for Each Major State Program

We have audited the Shepaug Valley Regional School District #12's compliance with the types of
compliance requirements described in the Office of Policy and Management's Compliance Supplement that
could have a direct and material effect on each of the Shepaug Valley Regional School District #12's major
state programs for the year ended June 30, 2019. The Shepaug Valley Regional School District #12's major
state programs are identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Shepaug Valley Regional School
District #12's major state programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the State Single Audit Act (C.G.S.
Sections 4-230 to 4-236). Those standards and the State Single Audit Act require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major state program
occurred. An audit includes examining, on a test basis, evidence about the Shepaug Valley Regional School

District #12's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major state

program. However, our audit does not provide a legal determination on the Shepaug Valley Regional
School District #12's compliance
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Opinion on Each Major State Program

In our opinion, the Shepaug Valley Regional School District #12, complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material effect on each
of its major state programs for the year ended June 30, 2019.

Report on Internal Control over Compliance

Management of the Shepaug Valley Regional School District #12, is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance requirements referred
to above. In planning and performing our audit of compliance, we considered the Shepaug Valley Regional
School District #12’s internal control over compliance with the types of requirements that could have a
direct and material effect on each major state program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on compliance for each major
state program and to test and report on internal control over compliance in accordance with the State Single
Audit Act, but not for the purpose of expressing an opinion on the effectiveness of internal control over

compliance. Accordingly, we do not express an opinion on the effectiveness of the Shepaug Valley
Regional School District #12's internal control over compliance.

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

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

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

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

-62-



Report on Schedule of Expenditures of State Financial Assistance Required by the State Single Audit
Act

We have audited the financial statements of the Shepaug Valley Regional School District #12, as of and for
the year ended June 30, 2019 and have issued our report thereon dated December 20, 2019, which contained
an unmodified opinion on those financial statements. Our audit was conducted for the purpose of forming
an opinion on the financial statements as a whole. The accompanying schedule of expenditures cf state
financial assistance is presented for purposes of additional analysis as required by the State Single Audit
Act and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used
to prepare the financial statements. The information has been subjected to the auditing procedures applied
in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the

schedule of expenditures of state financial assistance is fairly stated in all material respects in relation to the
financial statements as a whole.

]
/R

CHARLES HEAVEN & CO.
December 20, 2019
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Shepaug Valley Regional School District #12
Schedule of Expenditures of State Financial Assistance

Year Ended June 30,2019
State Grant Program
State Grantor / Pass-Through Grantor / Program Title Core-CT Number Expenditures
State Department of Education:
Talent Development 11000-SDE64370-12552 $ 1,818
Child Nutrition State Matching Grant 11000-SDE64370-16211 1,226
Adult Education 11000-SDE64370-17030 53
Health Services 11000-SDE64370-17034 2,574
Total State Financial Assistance before Exempt Programs 5,671
EXEMPT PROGRAMS
State Department of Education:
Special Education - Excess Cost - Student Based 11000-SDE64370-17047 1,737
Department of Administrative Services:
School Contruction - Prinicipal SDE 13010-DAS27635-40901 4,930,116
Total Exempt Programs 4,931,853
Total State Financial Assistance $ 4,937,524

The accompanying notes are in integral part of this schedule.
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Shepaug Valley Regional School District #12
Notes to Schedule of Expenditures of State Financial Assistance
For the Year Ended June 30, 2019

The accompanying schedule of expenditures of state financial assistance includes state grant activity of the
Shepaug Valley Regional School District #12, under programs of the State of Connecticut for the fiscal year
ended June 30, 2019. The State of Connecticut Department of Education and Department of Administrative
Services have provided financial assistance to the Shepaug Valley Regional School District #12 through
grants and other authorizations in accordance with the General Statutes of the State of Connecticut. These
financial assistance programs fund children's education, transportation, school lunch, school building
renovations and construction and other programs.

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Shepaug Valley Regional School District #12 conform to accounting
principles generally accepted in the United States of America as applicable to governments.

The information in the Schedule of Expenditures of State Financial Assistance is presented based upon
regulations established by the State ot Connecticut, Office of Policy and Management.

Basis of Accounting

The expenditures reported on the Schedule of Expenditures of State Financial Assistance are reported on the
modified accrual basis of accounting. In accordance with Section 4-236-22 of the Regulations to the State
Single Audit Act, certain grants are not dependent on expenditure activity, and accordingly, are considered
to be expended in the fiscal year of receipt. These grant program receipts are reflected in the expenditures
column of the Schedule of Expenditures of State Financial Assistance.
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Shepaug Valley Regional School District #12
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2019
I. SUMMARY OF AUDITOR’S RESULTS
Financial Statements
Type of auditor’s opinion issued: Unmodified

Internal control over financial reporting:

e Material weakness(es) identified?
¢ Significant deficiency(ies) identified?

Noncompliance material to financial
statements noted

State Financial Assistance
Internal control over inajor programs:

e Material weakness(es) identified?
¢ Significant deficiency(ies) identified?

Yes
Yes

Yes

Yes
Yes

Type of auditor’s opinion issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with Section 4-236-24 of
the Regulations to the State Single Audit Act?

Yes

e The following schedule reflects the major programs included in the audit:

State Grantor State Core-CT
and Program Number
State Department of Education
Health Services 11000-SDE64370-17034

Child Nutrition State Matching Grant 11000-SDE64370-16211

e Dollar threshold used to distinguish between
Type A and Type B Programs
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Expenditures

$_2,574
$__1.226

$.100,000

No
None
Reported

No

No
None
Reported



Shepaug Valley Regional School District #12
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2019

II. FINANCIAL STATEMENT FINDINGS

No matters were reported.

We issued our report, dated December 20, 2019, on internal control over financial reporting and on
compliance and other matters based on an audit of financial statements performed in accordance with

Government Auditing Standards. No matters were reported in the report on internal contro] over
financial reporting.

IIL. STATE FINANCIAL ASSISTANCE FINDINGS AND QUESTIONED COSTS

No matters were reported.
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