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Letter of Transmittal

Sandra Mutchler, C.P.A., SFO
Chief Operating Officer
sandra.mutchler@eagleschools.net

November 13, 2018

Members of the Eagle County Schools Community
Members of the Board of Education

Dr. Carlos Ramirez, Superintendent of Schools
Eagle County School District RE50J

Eagle Colorado

It is our pleasure to submit the Comprehensive Annual Financial Report of the Eagle County Schools
for the fiscal year ended June 30, 2018.

State law requires that all local governments publish within six months of the close of each fiscal year
a complete set of financial statements presented in conformity with generally accepted accounting
principles and audited in accordance with generally accepted auditing standards by a firm of licensed
certified public accountants. This report is being formally submitted to the board of education in
fulfillment of those requirements.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal controls that it has
established for this purpose. Because the cost of internal controls should not exceed anticipated
benefits, the objective is to provide reasonable, rather than absolute assurance that the financial
statements are free of any material misstatements.

The 2018 Comprehensive Annual Financial Report (CAFR) presentation is in compliance with the
governmental financial reporting model established by the Governmental Accounting Standards Board
(GASB) Statement No. 34 titled Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments. Accounting and financial reporting for state and local
governments previously focused on funds to demonstrate fiscal accountability. The GASB Statement
No. 34 reporting model parallels private sector reporting by consolidating fund-based presentations
into government-wide financial statements designed to ensure and demonstrate fiscal and operational
accountability.

McMahan and Associated, LLC, Certified Public Accountants, have issued an unmodified (“clean”)
opinion on the Eagle County Schools financial statements for the year ended June 30, 2018. The
independent auditors’ report is located at the front of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditors’ report
and provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complements this letter of transmittal and should be read in conjunction with it.



Profile of the District

Eagle County Schools (“the district”) is a public school district, organized and existing under the School
District Organization Act of 1965, Article 30, Title 22, and Colorado Revised Statutes.

The district was formed in 1958 when 16 independent districts were consolidated into a countywide
district encompassing the 1,694 square miles of Eagle County, Colorado. The district is located in
western Colorado and in the central Rocky Mountains. Eagle County Schools is empowered to levy a
property tax of both real and personal properties located within its boundaries.

A seven-member board of education elected by the citizens of Eagle County governs the district. Policy-
making and legislative authority are vested in the Board of Education. The Board is responsible, among
other things, for adopting policies, appointing committees, adopting the budget, and hiring the
Superintendent. The Superintendent is responsible for carrying on the policies and regulations of the
Board, for overseeing the day-to-day operations of the district and for hiring principals and
administrators. The Board is elected on a non-partisan basis at large. Board members serve four year
staggered terms, with four or three board members elected every two years. Board members are term-
limited at two terms.

Serving Pre-K through 12th grade students from Vail to Dotsero, including Bond and McCoy, Eagle
County Schools is an innovative district comprised of 900+ professionals engaging nearly 7,000
students. Our student population is diverse in both demographics and economic background. With
31.4% of students being English Language Learners compared with the state average of 14.2% we are
also uniquely positioned to evolve into a dual language district with bilingual graduates supporting our
vision of international competitiveness. While geographically positioned near affluent communities like
Vail and Beaver Creek, 41% of our students qualify for free and reduced lunch. Our schools and
students are supported by active PTA’s, local non-profit foundations, youth services-focused
organizations, and a variety of private-public partnerships and individual philanthropists.

Our vision is to prepare all of our students to be internationally competitive graduates, who will be
successful in their careers or college experience and contribute to their communities in positive and
effective ways. The district benchmarks international top performing schools to model practices that
lead to success for all students. We believe that the only way to improve learning outcomes for students
is through better instruction. Consequently, we focus our efforts on an instructional core of educators,
learners, and standards. All actions, initiatives, and efforts are viewed through this lens with the
expectation that they must shape on of these tenets to be effective.

The district provides a full and challenging range of educational programs and services authorized by
Colorado State Statute including basic kindergarten through grade twelve education in elementary,
middle and high schools, special education for exceptional students, gifted and talented, career and
technical education, English Language Learner programs, Dual-Language, International
Baccalaureate, Expeditionary Learning and numerous other educational and support programs. In
addition, the district offers preschool programs through its Early Childhood Education program.

One charter school, Eagle County Charter Academy, is included as a discretely presented component
unit of Eagle County Schools for the 2017-18 CAFR.

Letter of Transmittal



Letter of Transmittal

Budget Process

The Board of Education is required by state law to adopt an initial budget no later than June 30 of the
preceding the next fiscal year. The annual budget serves as the foundation of the district’s financial
planning and control. The budget is prepared by the fund, program/department and object. State law
allows the Board of Education to adjust the initial budget based upon updated revenues and
expenditures through January 31 of the current fiscal year.

Changes to the budget following adoption by the Board of Education are authorized under Policy DBJ,
which allows the transfer of funds between accounts with the approval of the Superintendent or
designee.

Economic Conditions and Outlook
National and International

This summary of the national economic conditions is derived from information posted on the
Congressional Budget Office (CBO) website at https://www.cbo.gov/ . Specific documents sited are An
Overview of The 2018 Budget and Economic Outlook, An Update to the Economic Outlook: 2018 to
2028.

In 2018, real gross domestic product (GDP) is projected to grow by 3.1 percent. In 2019, the pace of
GDP is expected to slow to 2.4 percent as growth in business and government purchases slows. From
2023 to 2028, real GDP is projected to grow by 1.7 percent each year when some of the major provisions
of the 2017 tax act are scheduled to expire.

Economic growth is expected through the rest of 2018 and 2019 creating excess demand in the
economy. Growth in actual output leads to continued lower unemployment rates and higher income,
but also creates demand for goods, services and labor that exceeds the economy’s long-run capacity
to supply them. By 2022, the excess demand in the economy is expected to disappear.

Projected federal debt held by the public over the next 30 years would grow sharply, reaching
unprecedented levels if current laws generally remain unchanged. Total spending is projected to
outpace growth in total revenues which would result in larger budget deficits and an increase in federal
debt. The CBO projects the percentage of debt to the GDP may exceed 150% by 2048. Federal
spending is projected to grow from 21 percent of GDP today to 29 percent in 2048.

Increases in federal outlays that result from the Bipartisan Budget Act of 2018 and the consolidated
Appropriates Act of 2018 add to the existing excess demand and inflationary pressures in the near term.
The increase in federal outlays will result in higher interest rates and greater federal borrowing. Demand
for goods and services exceeds the amount that the economy can sustainably supply and is projected
to drive the growth in the price index for personal consumption expenditures. Spending would increase,
as a percentage of GDP, for interest on the government’s debt, the major health care programs and
Social Security.

If current laws generally remained unchanged, federal revenues would also increase, from 16.6 percent
of GDP in 2018 to 19.8 percent in 2048. In total, deficits would rise from 3.9 percent of GDP in 2018 to
9.56 percent in 2048 as spending outpaces revenues.



CBO expects the Federal Reserve to continue increasing the federal funds rate through 2021 to
eliminate excess demand in the economy. The federal funds rate is the interest rate that financial
institutions charge each other for overnight loans of their monetary reserves.

In addition to an increase in the federal funds rate, the CBO projects that the interest rates on Treasury
securities will also rise. The CBO projects that by 2021 the 10-Year Treasury Note will near 4%, up from
a near term low of 1.37% in July of 2016.

Colorado

The Colorado Outlook — September 2018 report by the Office of State Planning and Budgeting (OSPB),
presents the OSPB forecasts for Colorado economic and demographic indicators, including
employment and unemployment, inflation, wages and income, population and migration. A summary of
this information is presented here. The full report can be found at https://www.coorado.gov. Colorado’s
economic growth accelerated in the first half of 2018. Wage growth has risen above inflation in recent
months and Colorado’s employment growth has been robust and widespread across all industries and
most regions. Oil and gas production has recovered from the mid-decade downturn but with lower levels
of employment. Business formation is strong. However, slower labor force growth and tight housing
market conditions are expected to limit growth in the later years of the forecast.

Colorado’s strong economy is driving accelerated job growth across the state. All job industries are
currently experiencing job growth, with most experiencing faster growth than a year ago. Mining and
logging grew at the fastest rate in the last 12 months while Professional and Business Services added
the most jobs.

The Leeds Business Confidence Index, published by the University of Colorado at Boulder’s Leeds
School of Business, measures business expectations for the two upcoming quarters. Positive
expectations for Colorado’s economic growth have declined slightly in recent quarters, but remains
firmly optimistic. Employment and personal income growth combined with real GDP expansion have
contributed to the confidence seen in 2018. This confidence has been tempered in more recent quarters
by concerns regarding labor shortages, affordable housing and U.S. trade policy. When expectations
for the economy are positive, businesses are more likely to hire and invest, which in turn facilitates
economic growth. The recent trend in the index suggests that economic growth will likely remain positive
in Colorado in the near term.

New business filings with the Colorado Secretary of State’s office grew 8.1 percent in the first half of
2018 compared to the same period a year earlier. Increased levels of business formation indicate an
optimism in the stability and growth of the economy. Business formation is also an important indicator
of future job growth, since most new jobs are created by new businesses.

Stronger beef and grain prices have boosted agriculture in the first half of 2018, but drought and tariffs
threaten continued growth. Colorado’s rural economies, as measured by Colorado’s Rural Mainstreet
Index published by Creighton University, have experienced improving economic conditions since the
beginning of 2018. Colorado oil production is at record highs, driven by stable oil prices, new drilling
techniques, and more efficient operations. The oil industry employment remains nearly 20 percent
below previous highs. Improved drilling techniques have reduced the time required to drill a well by
more than 50 percent since 2014, allowing producers to remain profitable at lower price levels but also
resulting in lower demand for labor.
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Manufacturing growth has slowed, but industry expectations remain strong. Strong global economic
growth and stable oil and gas prices have driven solid growth in regional manufacturing activity over
the last two years. Tariffs, especially those on steel and aluminum, are contributing to rising input costs
which is reducing manufacturer profit margins. Expectations for future manufacturing activity and hiring
remain strong.

Colorado wage and salary growth is expected to increase at a slightly faster pace in 2018 compared
with 2017, rising 5.8 percent. Wage and salary growth for Colorado is expected to moderate to 5.2
percent in 2019 and 2020.

Colorado housing permits are projected to increase 15.2 percent to 48,300 in 2018 driven by the
continued demand for new housing construction. Housing permit growth is expected to level off in 2019
and 2020, growing 2.21 and 3.8 percent, respectively.

After a strong 14.1 percent increase in Fiscal Year (FY) 17-18, General Fund revenue is forecast to
increase at a more moderate rate of 5.6 percent in FY 18-19. General Fund revenues are projected to
increase at a rate of 5.9 percent in FY 19-20 with continued economic growth. The General Fund
reserve is estimated to be a preliminary $556.3 million above the required statutory reserve amount of
6.5 percent of appropriations in FY 17-18. Senate Bill 18-276 increased the reserve requirement to 7.25
percent beginning in FY 18-19. The General Fund reserve is projected to be $212.7 million above the
higher required reserve amount under this forecast and FY 18-19’s budgeted expenditures.

Local

The following information has been obtained from Eagle County Comprehensive Annual Financial
Report as of December 31, 2017 which can be found at:

https://www.eaglecounty.us/Finance/Documents/Eagle County Colorado 2017 CAFR FINAL /

The economy in Eagle County continues to be dominated by the ski industry, real estate, and other
tourism-related businesses. Vail and Beaver Creek ski areas, operated by Vail Resorts, are two of the
most popular winter destination ski resorts in the U.S. The 2016/2017 ski season saw a 2.8% decrease
in Vail and Beaver Creek skier days. County sales tax receipts increased by approximately 1.1% in
2017.

The County is home to premier golf courses designed by Arnold Palmer, Greg Norman, Robert Trent
Jones, Jr. and Tom Fazio, among others. Golf rounds played on the County’s golf courses decreased
.2%. The Eagle-Vail golf course had the largest decrease, but was offset by a significant increase from
the Vail Golf Course, which was under construction during 2016.

Unemployment rates have decreased significantly and are continuing to improve. After reaching a peak
average of 9.6% in 2010, annual average rates declined steadily to 2.8% in 2016 and 2.3% in 2017.

The Eagle County Regional Airport reported a total of 159,234 enplanements in 2017, a 3.3% decrease
from 2016. This decrease was primarily attributable to a decrease in tourist activities, particularly skier
traffic. Airlines providing air service are: American, Delta, United, and Air Canada. The airlines provide
seasonal non-stop flights from the following major cities: Atlanta, Chicago, Dallas, Denver, Houston,
Los Angeles, Miami, Newark, New York, Salt Lake City, San Francisco, Toronto, and Washington D.C.



In addition to world-class skiing and snowboarding at Vail and Beaver Creek, tourists visiting the
County’s scenic, historical and summer recreational areas make a significant contribution to the
County’s economy. Summer recreational activities in the County include rafting, kayaking, paddle
boarding, horseback riding, camping, ghost town exploration, backpacking, mountain climbing,
mountain biking, and tennis. In addition, fishing and big game hunting for deer and elk are also large
contributors to our economy. The Flat Tops wilderness area outside of Dotsero is home to North
America’s largest elk herd.

Along with Vail Resorts, Inc., some of the larger organizations that employ Eagle County residents
include Eagle County School District, Vail Health, Eagle County Government, the Sonnenalp Resort,
and the Westin Riverfront Resort.

2017 Eagle County real estate ended the year with $2,272,442,571 in total dollar volume representing
2,150 transactions. Average sales price county wide was $1,066,076, the median sales price, county
wide was $530,000. Average sales price for residential real estate increased by 11.4% from $970,184
in 2016 to $1,081,027 in 2017, while median sales price for residential real estate increased slightly by
1.7% from $585,000 in 2016 to $595,000 in 2017.

Led by the Eagle County Housing and Development Authority (“ECHDA”), several additional County-
sponsored affordable housing initiatives continually strive to address the critical need for affordable
housing. These programs incorporate several local, state and federal funding sources to provide
programs including HUD-subsidized complexes Riverview and Lake Creek Village Apartments), down
payment assistance program (“DPA”), affordable senior housing (Golden Eagle and Seniors on
Broadway Apartments) and Castle Peak Senior Life and Rehabilitation. Castle Peak Senior Life and
Rehabilitation was developed jointly between Eagle County Housing and Development Authority and
Augustana Care LLC, the owner and operator of the facility.

In 1996, Eagle County voters approved an additional %2 percent sales tax for the creation of Eagle
County Regional Transportation Authority (“ECO Transit/Trails”) to provide a transportation system
throughout Eagle County. The system consists primarily of bus transport; however, its mission also
includes providing trails and other enhancements to transportation in Eagle County. Ridership on ECO
Transit busses increased from 921,000 in 2016 to 986,000 in 2017.

Long-term Financial Planning

The primary revenue sources for the District are based on the current provisions of the Colorado Public
School Finance Act of 1994, as amended yearly. Funding provided under this Act, which is from local
property taxes, specific ownership taxes from vehicle registration, and state equalization, was
approximately 50% of the District's Government wide general revenues for fiscal year 2017-2018. The
District received $7,941.77 per pupil FTE as per pupil revenue (PPR) for FY18. This compares to $8,434
for FY19, an increase of $489.
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Although Colorado’s economic growth is one of the top in the nation, portions of the state statutes are
in conflict. These conflicts have the potential to cause issues with the state’s budget, including funding
to school districts. Because of the “Great Recession”, the State of Colorado’s ability to increase
revenues and provide additional funding to school districts is limited due to Colorado Revised Statute
X (the TABOR amendment). In contrast to that, Amendment 23 guarantees per pupil funding for school
districts will increase by at least the cost of inflation. Combining those two statutes with the requirement
of increased Medicaid coverage and necessary increases to higher education, transportation, and
public safety cause significant issues with the State of Colorado’s budget. It is unknown at this time how
these conflicts will be resolved and the impact to school district funding.

In addition, the assessed property value revisions required by the 1982 Gallagher Amendment have
continued to limit increases in the residential assessed values used to levy taxes for the District, even
though actual property values for most residential properties are higher. This amendment requires that
the residential property share of the total assessed value in the state be stabilized at approximately
45% of the total.

However, by fixing the residential percentage share of property tax collections, an increasing portion of
the taxes levied continues to be shifted to the commercial and nonresidential property owners. The
most recent adjustment to the residential rate was to set the rate to 7.20%. The Colorado Legislative
staff project the residential assessed valuation rate to decrease from 7.20% to 6.11% in future years.
The resulting effect on the District and State may potentially impact per-pupil revenue.

For the 2018-19 fiscal year, the legislature increased base per pupil funding by 3.4% for K-12 public
education as well as provided additional dollars for statewide student growth and a minimal reduction
to the Budget Stabilization Factor. The Budget Stabilization Factor reduction to statewide total program
funding as calculated in the School Finance Act is now $672M, or 8.7%. For Eagle County Schools, the
budget stabilization factor is $5.2M for the 2018-19 fiscal year and $60M cumulative since 2010-11.
While many expect this funding reduction should reflect a “new normal” for K-12 public education, many
community leaders and advocacy groups are pushing to restore funding to prerecession levels and
provide resources necessary to address student achievement.

Policy DB requires Eagle County Schools to maintain a fiscal year-end fund balance as an operating
reserve in the General Fund as a beneficial and sound financial management practice. The Board of
Education assigns to the Superintendent or designee the responsibility of accumulating and maintaining
a General Fund, fund balance amounting to 10% of the district’s current fiscal year adopted budget or
$10,000,000, whichever is greater at fiscal year-end, as an operating reserve. This amount will include
the emergency reserve required by Article X, Section 20 of the Colorado Constitution (Taxpayer’s Bill
of Rights).

The 10% year-end operating reserve will be used only for an unexpected loss of revenue or an
extraordinary expenditure. Expenditures from the operating reserve shall be reported to the board.

The policy restricts the district from using one-time money for ongoing expenditures. This ensures
programs are sustained with ongoing revenue. In addition, current policy specifies the amount to be
held as a contingency reserve.



Following the requirements of this policy means the district will have to make annual budget adjustments
so that new expenditures do not exceed new revenues and a moderate level of reserves is maintained.
Because the district has in the past funded necessary programs with fixed revenue provided by override
funds, the cost of these programs will eventually exceed the fixed revenue stream. Using the policy now
means the district can make smaller adjustments over time rather than making dramatic cuts when the
cost of programs has outgrown revenue sources.

At June 30, 2018, the district is in compliance with these fund balance requirements.

Historical information on district enrollment can be found in Table 17 of the Statistical Section of this
document.

Information on all district facilities and property can be found in Table 19 of the Statistical Section of this
document.

Major Initiatives

Eagle County Schools is a remarkable school district with a history of innovation, courage, and success.
We have been a leader in efforts to revolutionize educator support systems, teacher leadership
opportunities, individual accountability, and compensation packages. We have amazing and award-
winning schools which have been recognized by the State of Colorado, the U.S. Department of
Education, the Bill and Melinda Gates Foundation, and U.S. News & World Report.

Unparalleled Altitude, a working plan, was authored by Dr. Jason Glass, Superintendent in October of
2013. This was the beginning of the district focusing on clarity, coherence and compassion followed by
the Board of Education adopting an updated vision, mission, values, strategies and tactics September
2014. We believe in the power of this community and in the talent and passion of the individuals who
are part of Eagle County Schools.

Mission: We teach the children of Eagle County to have creative and active minds, compassion for
others, enthusiasm for lifelong learning, and the courage to act on their dreams.

Vision: Prepare all of our students to be global-ready graduates, who will be successful in their careers
or college experience and contribute to their communities in positive and effective ways.

Values: Aligned with our strategic direction, our values describe what we want to communicate about
ourselves. We strive to bring these values to life in all that we do.

Engaged Learners
Inspired Professionals
A Sense of Adventure

A Caring Community

A Commitment to Equity

Although the current state funding plan for K-12 education creates a challenging environment within
which operations must continue the district is committed to the course our learning community is taking
in 2017-18 as we work toward the mission, vision and tactics at both the district and school levels.
These strategies and values reflect the districts determination to stop nothing short of “world-class”
quality.
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Bond and Mill Levy Program

In November 2016, voters approved a ballot measure authorizing the district to issue $144 million in
general obligation debt to fund the capital projects identified in the Facilities Master Plan. The bond
enables significant facility upgrades to ensure our community schools meet the needs of our growing
student population. Bonds were sold for $131,770,000 and generated $22,332,115 in premium. As of
June 30, 2018, there is $44.1M of proceeds left to spend.

The district votes also approved an $8 million mill levy override. The override will adjust annually along
with the Denver-Boulder CPI (Consumer Price Index). The override is being used to attract and retain
quality staff, restore staffing and programs, support instructional technology, expand early childhood
education, provide instructional books/materials as well as, upgrade maintenance and transportation
equipment and operations. To provide a high level of accountability and transparency in the
implementation of the Mill Levy Program, the board of education has appointed a 3A Citizens'
Committee that will offer independent review of the projects. The Committee is comprised of voluntary
representatives of the Eagle County School District community.

Awards

Eagle Valley High School ranks in the top 10% of the nation for career and college readiness, according
to US News and World Reports. The district has had three Principals of the Year in Colorado, one
Superintendent of the Year, and one English Language Learner Director of the Year. Our schools have
been recognized as National Blue Ribbon Schools, John Irwin Schools of Excellence and with the
Governor’s Distinguished Improvement Award from the Colorado Department of Education.

The Association of School Business Officials International (ASBO) awarded a Certificate of Excellence
in Financial Reporting and the Government Finance Officers Association (GFOA) of the United States
and Canada awarded a Cert