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Certified Public Accountants

42 Waterbury, Connecticut

INDEPENDENT AUDITORS' REPORT

Board of Education
Nonnewaug Regional School District #14
Bethlehem and Woodbury, 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 Nonnewaug Regional School District 214, as of and for the year
ended June 30, 2019, and the related notes to the financial statements. which collectively comprise
Nonnewaug Regional School District #14's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

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 Nonnewaug Regional School District #14, 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 and budgetary comparison information on Pages 4 through 9 the budgetary
comparison schedule on page 49, and supplementary pension information on pages 50 through 53 and
supplementary OPEB information on Pages 54 and 55, 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 sutficient 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 Nonnewaug Regional School District #14's basic financial statements. The combining and
individual nonmajor fund financial statements, and supplemental schedules 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 February 13, 2020,
on our consideration of Nonnewaug Regional School District #14's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Nonnewaug Regional School District #14's
internal control over financial reporting and compliance.

Clady theeed Co

February 13, 2020



Nonnewaug Regional School District #14
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Introduction

Our discussion and analysis of Nonnewaug Regional School District #14 (District) financial performance
provides the reader an overall narrative review of the School District's financial activities for the year ended
June 30, 2019. The intent of this discussion and analysis is to look at the district performance as a whole;
however, readers should also review the notes to the financial statements to enhance their understanding of
the district's performance. Information contained in this section is explained by the more detailed
information contained elsewhere in the financial statements, notes to the financial statements and
accompanying material.

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. Certain comparative information between the current and the prior year is required to be presented.

Financial Highlights

The following are some of the financial highlights for the June 30, 2019 fiscal year.

- Total net position is $19,179,462. This is an increase of $9,943,989 over the prior year net position of
$9,235,473.

- Overall net expenditures of $20,471,574 were less than gross revenue of $30,415,563 by $9,943,989.

- Long-term debt obligations as of June 30, 2019 were $42,567,741, which compares to the June 30,
2018 debt obligations of $32,259,174; an increase of $10,308,567 primarily due to a Bond
Anticipation Note directly related to the Nonnewaug High School Renovation Project.

- Pension Plan fiduciary net position as a percentage of the total pension liability was 85.45% as of June
30, 2019, this is the same as prior year.

- Capital Assets increased $29,081,249 due in large part to the high school building renovation in
progress.

- The District’s compliance with GASB 75, Post Retirement Benefit Obligations, is $9,686,693 at June
30™, Although no actual cash payments will be needed for meeting the actuarial computed value of
the post retirement benefit, this calculation is based upon certified teachers who retire under the State
Teacher Retirement system but are able to purchase medical insurance through the District’s group
medical plan. 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), the basic
financial statements, and required supplementary information. The three sections together provide a
comprehensive overview of the District. The basic financial statements are comprised of two kinds of
statements that present financial information from different perspectives:

- Government-wide financial statements, which comprise the first two statements, provide both short-
term and long-term information about the entity’s overall financial position.
- Fund financial statements focus on reporting the individual parts of the District operations in more
detail. The fund financial statements comprise the remaining statements.
o Governmental funds statements tell how general government services were financed in the
short term as well as what remains for future spending.
o Fiduciary fund statements provide information about the financial relationships in which the
District acts solely as a trustee or agent for the benefit of others, to whom the resources belong.
4-



Nonnewaug Regional School District #14
Management’s Discussion and Analysis (MD&A)
June 30, 2019

The financial statements also include notes that explain some of the information in the statements and
provide more detailed data. The basic financial statements are followed by a section of required

supplementary information that further explains and supports the financial statements.

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

The two government-wide statements report the District’s net assets and how they have changed. Net assets,
the difference between the assets and liabilities, is one way to measure the District’s financial health or
position,

- Over time, increases or decreases in the District’s net assets are an indicator of whether its financial
health is improving or deteriorating, respectively.

- To assess the overall health of the District, one needs to consider additional non-financial factors such
as changes in enrollment, changes in program funding by the Federal and State governments, and
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 and 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,
not the District as a whole. Funds are accounting devises that the District uses to keep track of specific
sources of funding and spending for particular programs. Some funds are required to be established by state
Jaw and by bond covenants. The Board of Education establishes other funds to control and manage money
for particular purposes or to show that the District is meeting legal responsibilities for using certain revenues.
The District has two kinds of funds:

- Governmental funds — Most of the District’s basic services are included in governmental funds, which
generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in
and out and (2) the General Fund balance left at year-end that are available for distribution to the
member towns to offset future property tax increases. Consequently, the governmental funds
statements provide a detailed short-term view that helps you determine whether there are more or
fewer financial resources that can be spent in the near future to finance the District’s programs.
Because this information does not encompass the additional long-term focus of the government-wide
statements, we provide additional information at the bottom of the government funds statements that
explains the relationship (or differences) between them.




Nonnewaug Regional School District #14
Management’s Discussion and Analysis (MD&A)
June 30, 2019

- Fiduciary funds — The District is the trustee, or fiduciary, for assets that belong to others; for the

District, the student body activities fund is an agency 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. All of the District’s fiduciary activities are reported in a separate statement of fiduciary

net assets and a statement of changes in fiduciary net assets. We exclude these activities from the
district-wide financial statements because the District cannot use the assets to finance its operations.

Financial Analysis of the Entity as a Whole

Net Assets

The District’s combined net position was $19,179,462 at June 30, 2019.

Assets
Cash and cash equivalents
Receivable - miscellaneous fees
Inventory
Due from State of Connecticut
Capital Assets, Net of
Accumulated Depreciation
Total Assets

Total Deferred Outflows of Resources

Liabilities
Accounts Payable & Accrued Expenses
Accrued interest

Unearned Revenue
Long-Term Debt
Total Liabilities

Total Deferred Inflows of Resources

Net Position
Invested in Capital Assets, Net
of Related Debt
Restricted
Unrestricted
Total Net Position

Total
Governmental
Activities

Balance

Balance

June 30,2019 June 30, 2018

$ 3,507,096 $ 16,606,005
99,341 123,304
4,393 3,580
1,558,709 440,061
58.248.635 29,167,386

$ 63,418,174 § 46,340,336
$_ 2321035 $ 94.849
$ 2,320,918 §$ 3,721,038
996,527 537,854
182,394 80,445
42,567,741 32,259,174
$_45,656,034 $36,598,511
$_ 492,167 $_601.201
$ 28,248,635 § 28,464,244
2,106,212 5,228,392

(11,175,385)

(24,457.163)

$ 19,179,462 $_9,235473



Nonnewaug Regional School District #14
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Changes in Net Position

The District’s total revenues were $54,410,040. A summary of the changes in net assets follows. Other
General Fund Revenues were more or less than expected as follows:

The total cost of all programs and services was $44,466,051. The District’s expenses are predominately
related to educating and caring for students and were $29,439,670 or 66.83% of the total. Operations and
maintenance of the facilities (plant services), general administrative, debt service, ancillary services and
unallocated items accounted for the remaining expenses.

The following is a summary of the net increase/(decrease) in the assets of the District.
Changes in Net Assets

For the Year Ended
Governmental Activities

Revenues
Program Revenues:

June 30, 2019

June 30, 2018

Charges for Services $ 2,427,452 $ 2,511,438
Operating Grants & Contributions 11,256,300 8,184,533
Capital Grants & Contributions 10,310,725 260,571
General Revenues
Participating towns 30.260,637 30,407,851
Local Revenues 154,926 71,600
Total Revenues $ 54,410,040 $41,435,993
Program Expenses
Instruction $ 18,005,150 $ 17,806,143
Instruction — Supporting Services 1,757,163 1,385,313
General Administration 2,610,610 2,707,239
Plant Services 2,799,494 2,847,452
Transportation 1,986,793 1,965,414
School Lunch Services 761,775 721,992
Debt Service 984,890 391,603
Depreciation - unallocated 410,643 942,843
Capital Outlay - unallocated 845,902 297,604
Employee benefits - unallocated 14,303,631 11,560,549
Total Expenses $ 44,466,051 $ 40,626,152
Increase/(Decrease) in Net Assets $ 9,943,989 $ 809,941
Net Position — Beginning of Year $_9.235473 $_8.425.632
Net Position — End of Year $19,179,462 $_9.235473



Nonnewaug Regional School District #14
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Governmental Activities

The net cost of all governmental activities this year was $20,471,574.

The following is a summary of the net cost of governmental activities.

Net Cost of Services

2019
Instructional services $ 13,253,657
Instruction — supporting services 1,757,163
General Administration 2.610.610
Plant Services 2,799.494
Transportation 1,986,793
School Lunch Services 23,394
Debt Service 984,890
Depreciation 410,643
Capital outlay (9,245,791)
Employee benefits 5.890,721
Total $ 20471574

Financial Analysis of the District’s Funds

2018

$ 13,668,323
1,385,313
2,707,239
2,847,452
1,965,414
( 4,129)
391,603
942,843
297,604
5,467,948

$_ 29669,610

The financial performance of the District as a whole is reflected in its governmental funds as well. As the
District completed the year, its governmental funds reported a combined fund balance of $2,666,227 which
compares to last year's ending fund balance of $13,031,392. This was a decrease in the fund balance of

$10,365,165.

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 totaled $33,639,342 and was $349,287 less than the approved budget.

Salaries — certified — Favorable to budget by $708,385

Supplies and Materials — Favorable to budget by $107,342.

Employee Benefits - Favorable to budget by $34,048.

Purchased Services — Unfavorable to the budget by $44,539

Capital Qutlay — Unfavorable to the budget by $118,509. Building Improvements



Nonnewaug Regional School District #14
Management’s Discussion and Analysis (MD&A)
June 30, 2019

Transfers to other funds — The state legislature established the ability to transfer to a capital reserve fund up
to 1% of its approved appropriation. The Board of education again voted to transfer to this fund $319,659 for
future capital or non-recurring expenditures. This fund can be carried forward each year and is subject to
Board of Education approval for expenditures made from it and the balance at the end of the year is
$1,407,017. Transfer to the Renovation project was to cover interest due on short term financing.

A summary of interfund transfers follows:

Transfers Received Transfers To

Major Funds: From Other Funds Other Funds
General Fund $ --- $ 1,064,229
Capital Reserve Fund 319,659 ---
High School Renovation Fund 725,722 -
Food Service 18,848 ---
$_ 1,064,229 $ 1,064,229

Economic Factors and Next Year’s Budgets and Rates

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

- The Towns of Woodbury and Bethlehem continue to be concerned with the effect the current
economic climate may have on their ability to generate revenue while holding taxes steady. The First
Selectman from each town has raised concerns about increases in town budgets and the likely
decreases in state funding and possible exposure to fund a significant portion of the annual
contribution to the CT Teachers Retirement System formerly funded by CT State Government.

- The uncertainty of state funding may well have an impact on the financial operations of the District.
The State of Connecticut is again reviewing changes to their biennial budget that which may impact

funding to local schools and towns.

Contacting the District’s Financial Management

This financial report is designated to provide our citizens, taxpayers, parents, participants, investors and
creditors with a general overview of the District’s finances and to demonstrate the District’s accountability
for the money it receives. If you have questions about this report, or need additional financial information,
contact the business office of Nonnewaug Regional School District #14.

9.



Nonnewaug Regional School District #14

Towns of Bethlehem and Woodbury
Statement of Net Position

June 30, 2019
Governmental
Activities
Assets: $
Cash and cash equivalents 3,507,096
Receivable - miscellaneous fees 99,341
Inventory 4,393
Due from State of Connecticut 1,558,709
Non Current Assets:
Capital assets - net 58,248,635
Total Assets 63,418,174
Deferred Outflows of Resources:
Deferred pension/OPEB related items 2,321,035
Liabilities:
Accounts payable 2,226,677
Accrued expenses 94,241
Accrued interest 996,527
Unearned revenue 182,394
Non Current Liabilities:
Due within one year 18,815,772
Due in more than one year 23,751,969
Total Liabilities 46,067,580
Deferred Inflows of Resources:
Deferred pension/OPEB related items 492,167
Net Position:
Investment in capital assets, net of related debt 28,248,635
Restricted for:
Special accounts 124,890
Food service 7,487
Nonnewaug H.S. renovation (890,190)
Debt service 38,143
Other post-employment benefits 1,418,865
Reserve for Specific Capital Improvements 1,407,017

Unrestricted
Total Net Position

(11,175,385)

$ 19,179,462

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



|——|

‘sjuswalels jeroueuly asay) jo bed eiSoul ue ase saou JutAuedwodde sy

9r°6L161 $ Suipua - uontsod JoN
ELV'SET6 SuruwiBaq - uomisod JaN
686°€Y6°6 uonisod 1au ut auey)
£9S'SIH0€ $9NUSASI [esauad [e10]

vLY LTI SNOJUB[[IVSIN
T80°LT SJUDUNSIAUL UO STUILIRD PIILISIIUN)
09 1€€°L woaya[yIog JO umo],
£€0°676'CT AIngpoop Jo umo|,

:sumo) Sunedionie
1SANUIAII [BIIUIN)

(PLS'LLY0D) STL'OIE 01 $ 00€9ST'LI $ TSHLIV'T $ 1S0'99b'vy  § JOLISIP [00YDS [BJO,
(12L'068°S) - 016CIH'S - 1€9°€0E' vl pajeoo[eun - syijauaq a3ko[dug
16L°S¥T'6 £69°160°01 - - 206°'sH8 pajedofjeun - Aepno [ende)
(€v9°01%) - - - er90lP pajedo[eun - uonersaida(
(068°786) - - - 068‘v86 patesojjeun - asuadxa Jsa1o)u]
(P65 - L69°L6] $89°0¥S SLL'19L $OOIAIRS Youn| JOOYO§
(€6L°986°1) - - - €6L986'1 uoneyodsuel |
(rot'66L°0) - - - Y61 66LT $a1I[108) JO doUBUUTEW pUE UonRIdd)
(019°019°7) - - - 019°019°C SANBISIUILIPY
(€91°LSLT) - - - €91°LSL Jjels [euononysu]
:s201AJ9s Suioddng
(Ls9'esTEl) $ zeo'6lt $ €69°S¥9°C $ 89L°988°L $ 0S1°600°81 $ SIOIAISS [BUOLONSU]
:SAN}IAIIOR [RIUIUILIIA0S)
SAIAIY suonnqIIuo) suonnqLyuo) SADIAIIS sasuadxy suonoun,j
[EIUIWUIIA0N) puE s)uein pue sjueic 10} sadaey)
[elol, ende) dupetadQ
uonIsod 1N SINUIARY WeI301]
ul sdguey)
PUE INUIARY 6107 ‘0€ dung papuy Jedx
(3asuadxq) 19N SINIANIY JO JUIWI)E)S

AINQPOOAA puUE WIYIYIIY JO SUMOJ,
P1# 12LSI(] [00YdS [BU0IZY SnemduuoN



IN—I

“SJUSIIEIS [BIOURUN} 383y Jo Led [esSaiul ue ale sajou Sutuedwodde sy,

S09°L¥O°L $ €8¥'voL $ LIOLOF'L § S9T°TSO1 ¢ or8‘coLE $ saduejeq puny pue
SauIIqEr] (B0
LTT'999T 0TS0LI LIO°LOY'] (061°068) 088°8L6°1 sauejeq puny [ejo]
(185°L2¢) p6ST (061°068) 510095 paugisseu)
068‘PT1 068vT1 - --- - sanianoe [eroadg
EP1°8E €v1°8¢ - - - 291A138 193(J
SO8‘8IY 1 --- - - CO8‘ 81t 1 $)jouaq JuswaIndI-isod 1Yo

:10} panuwo))
- - - SUMO) JOqUIDJA

L10°LOV'1 - LIO°LOY'] == - Surumnoaiuou pue [ende)
:10J PANOLISAY

€68y €68t - - - SOLIOJUDAU]
:a[qepuadsuonN

:soueeg punyj

8LEISE'Y £96°€79 - SSHIre'l 096'P18°1 sapIqel] (8oL
p6£ I8l v6€ T8I - - - SNUBARL palieauf)
- -— - -- —-- [1oiKed paruooy
990°8L8‘1 170" 1¥€ - - STO'LES'L spunj Jaygjo o} ang
- --- - -- - 1S2I2)UI PanIOdy
176 - - - 1716 s1yeusq uoneuruid) juawkojdury
LLY9TT'T 825001 - SSHTve'l $69°€81 31qeded s)unoddy
$ $ $ $ $ ‘sapIqery
S09°LPO‘L $ €8b'v6L § LIO'LOV'I § S9T'TSO°'L $ 0¥8‘coL'E $ $198SY [810],
1+€°66 Ty'8e - - 616'09 S[QEAID31 SJUNOJIIY
60L°8SS‘1 698°¢1S - b8 EEL 000°11¢€ nonIUUOT) JO IS WOl an(g
990°8L8"I $T9°CS1 LIO'LOY' I STY'8IE - Spunj Iayjo wokj sn(g
£6€°'Y €6€'Y - A1ojuaug
960°L0S°E CLI'SY - - 126°1TH°€ sjuaeAInbd yseo pue yse)
$ $ $ $ $ :1$)aSSY
spun spun,j spudworoxdug uoneAUN| [BI3UID)
[BIUWIUIIAOCY) [BIUIWILIIA0N) fende)) snyadg [90Y9S Y3IH 61027 ‘0c dunp
el RETTiTy} 10§ IAIISIY y3foaq rende) spun,] [E}UIUIUIIA0N)
spun,j Iolep] 1994 dduejeyq

AInqpooA\ pue wayd|ylag Jo SUMO [,
p1# 19LuSI(J [00YydS [euol3ay Snemouunoy



Nonnewaug Regional School District #14

Towns of Bethlehem and Woodbury

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

June 30, 2019

Total fund balances for governmental funds $ 2,666,227

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 $17,257,524 accumulated depreciation 58,248,635

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 inflows/outflows related to pension/OPEB 1,828,868

Long-term liabilities 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:

Net pension liability S (879,032)

Bond Anticipation Note payable (30,000,000)

Accrued interest payable (996,527)

Net OPEB Liability (9,686,963)

Leases payable (805,099)

Early retirement payable and other compensated absences (1,196,647) (43,564,268)
Total net position of governmental activities $ 19,179,462

The accompanying notes are an integral part of these financial statements.
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Nonnewaug Regional School District #14

Towns of Bethlehem and Woodbury

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

Year End June 30, 2019

Net change in fund balances-total governmental funds $ (10,365,165)
Amounts reported for governmental activities in the statement of activities are different because:

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

Capital outlays 29,491,892

Depreciation expense (410,643)

29,081,249

The governmental funds report bond proceeds as financing sources, while repayment of bond

principal is reported as an expenditure. In the statement of net position, however, issuing debt increases
long-term liabilities and does not affect the statement of activities and repayment of principal reduces
the liability. Also, governmental funds report the effect of issuance costs and premiums when debt

is first issued, whereas these amounts are deferred and amortized in the statement of activities, however,
interest expense is recognized as it accrues, 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:

Bond proceeds (30,387,202)
Repayment of bonds and capital leases 22,509,108

Interest expense - Bond anticipation note, leases (411,546)
Capital lease proceeds (412,068)

(8,701,708)

In the statement of activities, certain operating expenses - compensated absences (vested days) . special
termination benefits (early retirement) and pension liability - are measured by the amounts

earned during the year. In the governmental funds, however, expenditures for these items are
measured by the amount of financial resources used (essentially, the amounts actually paid). During
this year the net difference is as followes:

Compensated absences and termination benefits 374,023

Net OPEB Liability (738,499)

Net pension liability 294,089
Change in net position of governmental activities $ 9,943,989

The accompanying notes are an integral part of these financial statements.
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Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2019
Pension Trust Private Purpose Agency
Fund Trust Fund Fund
Assets
Cash and cash equivalents - 464,384 279,515
Investments 5,164,313 --- ---
Total Assets 5,164,313 464,384 279,515
Liabilities and Net Position:
Liabilities:
Due to student groups --- - 279,515
Net Position:
Held in trust for pension benefits and scholarships 5,164,313 464,384 -

The accompanying notes are an integral part of these financial statements.
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Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Statement of Changes in Fiduciary Net Position

Year Ended June 30, 2019
Pension Trust Private Purpose
Fund Trust Fund
Additions: $ $
Contributions --- 70,043
Investment income 163,794 5,025
Appreciation in market value 170,248 ---
Employer contributions 350,000 ---
Total additions 684,042 75,068
Deductions:
Pension benefits 263,167 -
Administrative costs 29,053 -
Scholarships --- 53,150
Total deductions 292,220 53,150
Net change 391,822 21,918
Net Position held in Trust for Pension
Benefits and Scholarships:
Beginning of Year 4,772,491 442 466
End of Year $ 5,164,313 $ 464,384

The accompanying notes are an integral part of these financial statements.
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Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Notes to Financial Statements

Note “1” - Summary of Significant Accounting Policies:

A. Basis of Presentation:

The accompanying financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (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 starements — 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 and Private Purpose Trust Funds) 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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Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Notes to Financial Statements

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

For financial reporting purposes, the District's financial statements include all funds and account
groups 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 Nonnewaug Regional School District #14 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, or
donor’s intentions. State and Federal Grant Fund, a special revenue fund, accounts for state and
federal grants programs which are governed by various rules and regulations of the grantor agencies.
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Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Notes to Financial Statements

Note “1’" - Summary of Significant Accounting Policies: (continued)

Capital Projects Fund:

Capital Projects 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:

The debt service fund is used to account for the accumulation of resources for, and the payment
of, general long-term debt principal, interest, and related costs.

Fiduciary Funds:

Trust and Agency Funds:

Accounts 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 Funds:

Accounts for the activities of the District's single-employer public employee retirement system
(PERS).

Private Purpose Trust Funds:

Accounts for scholarship funds held in trust for the benefit of individuals.

D. Measurement Focus and Basis of Accounting:

Measurement Focus:

Government-wide Statements

The government-wide statements are prepared using the economic resources measurement focus. This
is the same approach used in the preparation of proprietary fund financial statements but 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.



Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Notes to Financial Statements

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

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 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.

Nonexchange transactions, in which the District receives value without directly giving equal value in
return, include contributions by member towns, grants, entitiements 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 mcasurable 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 Assets — 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.
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Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Notes to Financial Statements

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

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

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

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

- 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.

- 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.

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 Fund (STIF). The provisions of the statutes
regarding the investments of municipal pension funds does not specify permitted investments. Therefore
investments of such funds is 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 payments 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.
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Nonnewaug Regional School District #14
Towns of Bethlehem and Woodbury
Notes to Financial Statements

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

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
Buildings & Improvements 20 — 50 years
Furniture and Equipment 5 - 10 years

J. 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 assets.

K. Compensated Absences

Vacation benefits are accrued as a liability as the benefits are earned if the employee’s right to receive
compensation are attributable to services already rendered and it is probable that the employer will
compensate the employees 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.
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