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2021-2022 Board of Directors

Elizabeth Bonbright, President
Elected in 2021 Elected in 2021

|

£

Korey Strozier, Vic President

Term expires in November 2023 Term expires in November 2023

Enrique Leon
Elected in 2021
Term expires in November 2027

Lisa Keating Chelsea McElroy
Elected in 2019 Elected in 2021
Term expires in November 2025 Term expires in November 2027

On April 22, 2021, Dr. Joshua J. Garcia began the leadership role as superintendent-elect
(interim) and on July 1, 2021, he became the Superintendent for the Tacoma School District.

Dr. Garcia's previous experiences included Assistant Superintendent, Executive Director,
High School Principal, Assistant Principal, Athletic Director, and teacher. Dr. Garcia received
his doctorate degree from Seattle University and his undergraduate degree from Washington
State University. He is an ASCD International Outstanding Young Educator and Emerging
Leader recipient, a Washington State STEM Entrepreneur Award recipient, and was
recognized as an Education Week 2015 Leaders to Learn From.
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June 14, 2022

Board of Directors
Tacoma Public Schools
601 South 8th Street
Tacoma, WA 98405

Directors and Citizens of the Tacoma School District:

We are pleased to present the Annual Comprehensive Financial Report of the Tacoma School District for the fiscal year ended
August 31, 2022. We believe this report presents comprehensive information about the scope and character of the district's fiscal
activities and accomplishments during 2021-22. We feel the report illustrates the efforts of the administration to attain the financial
goals established by the Board of Directors.

The Accounting Services staff of the district's Finance Department prepared this report. The accuracy of the data presented,
including all disclosures and the completeness and fairness of the presentation, are the responsibility of the district. We believe
the information, as presented, is accurate in all material aspects, that it is presented in a manner designed to set forth fairly, in all
material respects, the financial position and results of operations of the district as measured and reported by the financial activity
of its various funds, and all disclosures necessary to enable the reader to gain an adequate understanding of the district's financial
affairs have been included.

Generally Accepted Accounting Principles (GAAP) requires management to provide a narrative introduction, overview, and analysis
to accompany the basic financial statements in the form of Management's Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The district's MD&A can be found
immediately following the report of the independent auditors.

REPORTING ENTITY

The Annual Financial Comprehensive Report includes all the funds of the school district. The district is an independent reporting
entity clearly within the criteria in the codification of Governmental Accounting and Financial Standards, Section 2100.

The district is a non-profit municipal corporation organized pursuant to the Revised Code of Washington. The elected five-member
school hoard is the official policy making body that gives general policy guidance to the appointed administrative staff. The
administrative staff is responsible for the daily operations of the district.

ECONOMIC CONDITION AND OUTLOOK

The district is located in Pierce County in the central Puget Sound region of Washington State. Pierce County is home to the City
of Tacoma, the most racially diverse city in the state with a vibrancy to match diverse industries ranging from aerospace to
healthcare. The City of Tacoma, located on Puget Sound, encompasses approximately 50.1 square miles of land, and over 12
square miles of waterfront. Tacoma has many parks, including Point Defiance Park with a world-class zoo and aquarium, the
Tacoma Dome hosts sports and entertainment activities, and Cheney Stadium is home to a professional AAA baseball team.

Tacoma has one of the state’s highest densities of art and history museums, and people of all ages enjoy numerous museums
such as the LeMay Car Museum, Washington State Historical Museum, Children's Museum of Tacoma, the Tacoma Art Museum,
and the Museum of Glass. The city supports a fine library system, musical entertainment, and many local events. The greater
Tacoma area is also home to three universities: the University of Puget Sound, Pacific Lutheran University, and the University of
Washington-Tacoma.

601 South 8th Street | PO Box 1357 | Tacoma, WA 98401-1357
EVERY STUDENT. EVERY DAY.
4



Tacoma-Pierce County boasts a diversified economy. The deep-water Port of Tacoma is home to one of the top 10 container ports
in the U.S. handling about $46B in international trade. The port is a major center for bulk, breakbulk and automobiles cargoes.
Tech and tech startups have seen a massive growth in jobs over the last few years with the University of Washington Tacoma
training some of the best tech and computer science experts in the country. Tacoma-Pierce County is also home to several major
healthcare companies in an industry that is experiencing significant growth.

Federal and local governments are the principal employers in Pierce County and include Joint Base Lewis-McChord and the State
of Washington. Major employers from the private sector, such as MultiCare and CHI Franciscan Health, Safeway & Albertsons,
Fred Meyer, Amazon, Boeing and Costco add to the local economy. The population for Tacoma-Pierce County continues to grow
and has seen a steady increase over the past ten years.

With the end of COVID-19-related economic stimulus packages in 2021, the Pierce County Economic Index (PCEI) is expected to
end its run of twelve consecutive years of growth in 2022 with an annual index estimated to have fallen 1.5 percent. The PCEl is
forecast to rise 1.6 percent in 2023.

THE SCHOOL DISTRICT

The district offers a full range of school programs and services established by state statute. These include preschool, basic
elementary grades K-5, middle school grades 6-8, high school grades 9-12, career and technical education programs, special
education, English Language Learner programs, and numerous innovative educational programs. The district also provides
transportation and nutrition services.

The district had 36 elementary schools, 11 middle schools, 5 comprehensive high schools, 3 magnet high schools and 11
alternative learning sites operating during the 2021-22 school year. The district has over 5,000 employees and is the fifth largest
employer in the Tacoma-Pierce County area.

MAJOR INITIATIVES

The superintendent and board developed five strategic initiatives to guide the district:

Academic Excellence
We will support all students to perform at or above grade level and eliminate group disparities.

Partnerships
We will fully engage our parents, community, and staff in the education of our children.

Early Learning
We will focus on early assessment and intervention at the Pre-K through third grade levels to ensure early academic success.

Health & Safety
We will create and maintain safe learning environments that promote excellent academic achievement.

Operations
We will focus on effective and efficient business practices to ensure student academic success.

The district's 2020-2025 Strategic Plan is the result of our belief that all students achieve their full potential by participation in an
educational experience that is relevant, challenging, and individualized, an experience that shares such common values as equity,
cultural understanding, accountability and leadership and was designed based on the overarching goals of achievement,
innovation, instruction, collaboration, early learning, and safety for all students in all schools.

Through this Strategic Plan the Tacoma School district will gain:
e Aroadmap that drives district initiatives
Educational programs and philosophy rooted in the district's core values
A laser-like focus on students meeting/exceeding academic standards
System accountability for meeting the academic needs of all students
Parent and community partnerships to meet the social, emotional, and academic needs of children
Annual budgets that reflect the district's prioritized goals and objectives



Progress will be checked against the following measurable outcomes; grade-level benchmarks by groups, achievement gaps
among ethnic and economic groups, graduation rates, drop-out rates, enrollment in advanced coursework, parent/‘community
participation and effectiveness of academic programs.

The teachers and staff have set very strong expectations for themselves and they are working diligently to meet the educational
needs of every child. The district is committed to increasing efforts to engage the community and parents in meeting the Strategic
Plan.

Graduation Rates

Student graduation rates are a focus for the district. Efforts to pursue a more comprehensive and aligned system to get more
students to the finish line continues. The calculation begins with 9t grade students and tracks them for four years until their
expected graduation date at the end of their senior year. For the class graduating in 2022, Tacoma’s graduation rate was 90
percent, an increase from the prior year and well above the district's goal of 85 percent.

Cohort Graduation Rates

Class Tacoma State Average
2022 90.0% 82.0%
2021 88.0% 83.0%
2020 89.9% 82.9%
2019 89.8% 80.9%
2018 89.3% 80.9%

Source: Office of Superintendent of Public Instruction (OSPI) Report Card.

State Achievement Measurement

Washington state utilizes two assessment tools to assess student progress. It uses the Smarter Balanced Assessment for English
language arts (ELA) and mathematics and the Washington Comprehensive Assessment of Science (WCAS) for Science. The
following is data through the 2021-22 school year found on the OSPI Report Card.

Percent of Tacoma School District Students Meeting Standards for 2021-22

Grade Level | English Language Arts | Math | Science
3rd Grade 42.7% 39.6%
4th Grade 42.3% 35.0%
5th Grade 47.9% 30.1% 43.5%
6th Grade 34.4% 22.4%
7th Grade 40.9% 23.5%
8th Grade 38.4% 18.3% 31.1%
10th Grade 47.9% 19.9%
11th Grade 30.2%

Tacoma School District's Test Scores as Compared to State-Wide Average Results for 2021-22

Grade Level | English Language Arts | Math | Science
3rd Grade -4.7% -9.5%
4th Grade -6.6% -10.5%
5th Grade -3.7% -7.9% -6.5%
6th Grade -9.5% -11.8%
7th Grade -10.1% -11.9%
8th Grade -10.8% -13.8% -8.9%
10th Grade -14.3% -10.9%
11th Grade -8.3%




Student Demographics
The percentage of students enrolled by October 1, 2021 and identified as low income is 56.1 percent, higher than the 47.4 percent
statewide average.

Percentage of Students Identified as Low Income

| 2018 | 2019 | 2020 | 2021 | 2021
Tacoma 615% | 60.1% | 634% | 56.0% | 56.1%
State-Wide Average 47.1% 46.2% 46.0% 47.6% 47.4%

Source: Office of Superintendent of Public Instruction Report Card

In the 2021-22 school year all students, regardless of income status, received free breakfast and lunch. This is a result of a federal
school meal funding option that allows school districts with high eligibility for free- and reduced-price meals to provide free meals
to all students.

Enroliment
The district, by student enroliment, is the fourth largest district in the State of Washington. Each student’s enrollment is converted
to a full time equivalent (FTE) based on the number of hours in a course of study.

FTE is determined as follows:
Kindergarten: 20 hours per week, or 4 hours per school day
Primary (Grades 1-3) 20 hours per week, or 4 hours per school day
Elementary (Grades 4-6) 25 hours per week, or 5 hours per school day
Secondary (Grades 7-12) 25 hours per week, or 5 hours per school day

The district's annual average FTE enrollment in 2021-22 was 27,103 students as compared to 27,123 from the prior year.
Enroliment increased from 2020-21 by 21 FTE students.

The increases and/or (decreases) are as follows:

Elementary Schools (grades K-5) (696)
Middle Schools (grades 6-8) (621)
High Schools (grades 9-12) (235)
Running Start/Open Doors 1531

Total (21)

Projected enrollments for fiscal year 2022-23 and 2023-24 are shown below.

FULL TIME EQUIVALENT (FTE) ENROLLMENT

Actual and Projected (p) Annual Average Enrollment
Grade 2019 2020 2021 2022 2023 (p) 2024 (p)
Total K-5 13,603 13,449 12,349 11,653 12,251 12,276
Total 6-8 6,582 6,747 6,523 5,903 5,754 5,687
Total 9-12 7,377 7,419 7,553 7,319 8,389 8,373
Other 671 761 698 2,228 487 486
TOTAL K-12 28,233 28,376 27,123 27,103 26,881 26,822

Source: Demographer, W. Les Kendrick, Ph.D., and OSPI P-223 Report

Construction Projects
The district continues to evaluate and assess its facilities through its 30-year master plan. Enrollment projections and demographic
studies impact decisions on school properties.

In early 2020 Tacoma voters passed a $535 million Construction Bond that supports the replacement or renovation of 8 aging
schools. New roofs and boilers, safety upgrades, energy management systems and ADA improvements to improve accessibility
are all part of this construction bond. From the school replacements to the upgrades and improvements, almost every school is
being touched by the bond to create the best possible teaching and learning environments for all students in every neighborhood.



For the Future

The district has embraced a whole child initiative to meet student social and emotional needs as well as academics and has
partnered with the University of Washington Tacoma’s Center for Strong Schools to promote positive relationships between adults
and students. These relationships are based on shared expectations for behavior, with a goal of reducing classroom disruptions,
suspensions, and expulsions as well as keeping students engaged and in school.

To align with the district’s core strategic values, especially equity and quality instruction for everyone, a six-year Technology Levy
Renewal was proposed and passed in February 2018, effective February 2019. This levy was created to expand equitable access
to technology in every neighborhood school and ensure that all Tacoma students receive the same opportunities and higher-quality
education. The levy was also established to help parents and teachers and allow for an improved online portal to monitor student’s
academic progress and attendance.

In February 2020, Governor Inslee declared a state of emergency in response to the spread of a deadly new virus. On April 6,
2020, the Governor closed all public and private K-12 school buildings throughout the remainder of the 2019-20 school year. The
school district, however, continued to operate, educating students using continuous learning models. The 2021-22 school year
saw a return to full in-person instruction. A remote option was still available for students who chose to attend in this manner.

OnJuly 1, 2021 Dr. Joshua J. Garcia became the next superintendent of Tacoma Public Schools. Dr. Garcia’s previous experiences
included Assistant Superintendent, Executive Director, High School Principal, Assistant Principal, Athletic Director, and teacher.
Dr. Garcia received his doctorate degree from Seattle University and his undergraduate degree from Washington State University.
He is an ASCD International Outstanding Young Educator and Emerging Leader recipient, a Washington State STEM Entrepreneur
Award recipient, and was recognized as an Education Week 2015 Leaders to Learn From.

FINANCIAL INFORMATION

Accounting System and Budgetary Control

In developing and evaluating the district's accounting system, consideration is given to the adequacy of internal accounting controls.
Internal accounting controls are designed to provide reasonable, but not absolute, assurance regarding: (1) the safeguarding of
assets against loss from unauthorized use or disposition; and (2) the reliability of financial records for preparing financial statements
and maintaining accountability for assets. The concept of reasonable assurance recognizes that: (1) the cost of a control should
not exceed the benefits likely to be derived; and (2) the evaluation of costs and benefits requires estimates and judgments by
management.

All internal control evaluations occur within the above framework. We believe that the district's internal accounting controls
adequately safeguard assets and provide reasonable assurance of accurate recording of financial transactions.

The district's Director of Audit periodically reviews, reports on, and recommends improvements to the internal controls in all
operational and financial areas of the district. This position reports to the Superintendent and is advised by the Citizen’s Finance
and Audit Committee (CFAC) of the Board of Directors. The CFAC is organized as a permanent citizen's committee with members
who are experts in finance and internal controls. The primary responsibilities of the committee involve assisting the board in carrying
out its responsibilities related to the district's financial planning policies, internal control and financial reporting practices. During
fiscal year 2021-2022, the CFAC included two members of the board, the Superintendent, and five citizens. Throughout the year,
the committee meets with the district's Director of Audit and financial management to discuss the results of the examinations,
evaluations of the district's internal controls, and the overall quality of the district's financial reporting. The Director of Audit meets
privately with the committee at least annually.

As a recipient of federal and state financial assistance, the district is required to undergo a single audit in conformity with the
provisions of the Single Audit Act of 1984, as amended in 1996. The U.S. Office of Management and Budget Uniform Guidance
2.CFR.200 requirements are effective with audit years beginning after December 26, 2014. The Washington State Auditor's Office
performs the annual audit of the district in compliance with the Single Audit Act.

The Board of Directors adopts budgets for all governmental funds. The district maintains an encumbrance accounting system as
one technique of accomplishing budgetary control. The reserve for encumbrances is updated annually at the end of each fiscal
year and budgetary control is maintained at the program and building level by the encumbrance of estimated purchase orders.
The individual Budget Responsibility Center and Program managers within the district maintain control of their discretionary
budgets. Discretionary costs include non-regular salaries (extra help and overtime), supplies and materials, contracted or
purchased services, travel, and equipment purchases.



A more detailed discussion of the district's accounting policies can be found under the Summary of Significant Accounting Policies
in the Notes to the Financial Statements.

INDEPENDENT AUDIT

Washington State law requires an annual audit of the financial records, and transactions of all districts to be performed by the
Office of State Auditor. The scope of the audit concentrated on the following areas:

1. Management Section: Report on compliance with laws and regulations and report on internal control structure.

2. Financial Section: Report on financial statements in accordance with Generally Accepted Accounting Principles (GAAP).

3. Single Audit Section (OMB Uniform Guidance): Report on financial statements, internal control, compliance, audit findings,
and guestionable costs.

These requirements have been complied with and the auditor's opinion has been included in this report.

CERTIFICATES OF ACHIEVEMENT

The district participates in the Certificate of Achievement Program with the Government Finance Officers Association (GFOA) and
the Association of School Business Officials (ASBO). In order to be awarded a Certificate of Achievement, a governmental unit
must publish an easily readable and efficiently organized annual comprehensive financial report, whose contents conform to
program standards. Such reports must satisfy both generally accepted accounting principles and applicable legal requirements.

Last year, the Association of School Business Officials (ASBO) and the Government Finance Officers Association (GFOA) awarded
the district, for the 31st consecutive year, a Certificate of Achievement for Excellence in Financial Reporting. Copies of the financial
reporting awards are included in the ACFR. The district will be applying to GFOA and ASBO for the 2021-22 fiscal year to determine
its eligibility for another certificate.
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Office of the Washington State Auditor
Pat McCarthy

INDEPENDENT AUDITOR’S REPORT ON THE AUDIT OF THE

FINANCIAL STATEMENTS

Board of Directors
Tacoma School District No. 10
Tacoma, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of Tacoma School District No. 10 as of and for the year
then ended August 31, 2022, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the financial section of our report.

In our opinion, the accompanying 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 Tacoma School District No. 10, as of August 31, 2022, and the
respective changes in financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the District and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Matters of Emphasis

As discussed in Note 1 to the financial statements, in 2022, the District adopted new accounting
guidance, Governmental Accounting Standards Board Statement No. 87, Leases. Our opinion is not
modified with respect to this matter.
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Responsibilities of Management 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, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the District’s ability to continue
as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

Performing an audit in accordance with GAAS and Government Auditing Standards includes the
following responsibilities:

o Exercise professional judgment and maintain professional skepticism throughout the audit;

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements;

e Obtain an understanding of internal control relevant to the audit 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 District’s internal control. Accordingly, no such opinion is
expressed;

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements;

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the District’s ability to continue as a going concern for a
reasonable period of time; and
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o Communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary information as listed in the financial section of our
report be presented to supplement the basic financial statements. Such information is the responsibility
of management and, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The Comparative Balances Sheets and Budget to
Actual Schedules are presented for purposes of additional analysis and are not a required part of the basic
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 basic financial
statements. This information has been subjected to auditing procedures applied in the audit of the
Compasic 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 information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

Other Information

The other information comprises the Introductory and Statistical Sections but does not include the basic
financial statements and our auditor’s report thereon. Management is responsible for the other
information included in the financial statements. Our opinions on the basic financial statements do not
cover the other information, and we do not express an opinion or provide any assurance thereon.

In connection with the audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
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basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we will also issue our report dated June 12, 2023,
on our consideration of the District’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. That report will be issued under separate cover in the District’s Single Audit Report. 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 the District’s internal control over financial
reporting and compliance.

Sincerely,

Cﬁﬁﬁ?

Pat McCarthy, State Auditor
Olympia, WA
June 12, 2023
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Tacoma School District's financial performance provides an overview of the district's financial activities for the fiscal
year ended August 31, 2022. We encourage readers to consider the information presented here in conjunction with additional information presented
in the financial statements and notes to the financial statements.

FINANCIAL HIGHLIGHTS

e The district’s total net position for governmental activities as of August 31, 2022, was $469.5M, an increase of $19.4M from 2020-21.

e During the year, the district had revenues of $603M and expenses of $583.9M incurred for all governmental activities, resulting in a
corresponding increase in the district’s net position by $19.4M.

e The district's governmental funds reported a combined ending fund balance of $509.7M; a decrease of $91M from the prior year. The general
fund’s total fund balance was $44M; a decrease of $11.7M from the previous year. Approximately $35M is available for spending at the district's
discretion (assigned and unassigned fund balance - not including Unassigned for Minimum Fund Balance Policy).

e The district utilized the remaining $31.5M in Coronavirus Response and Relief Supplemental Appropriations (CRRSA) also known as ESSER
Il Funds and $16.4M in new Elementary and Secondary School Emergency Relief (ESSER I1I-ARP) funds, to help safely reopen and sustain
the safe operation of schools and address the impact of the coronavirus pandemic on students.

e The district is reporting $14M in net pension assets as two of the four employee pension plans (TERS 2/3 and SERS 2/3) are currently fully
funded.

USING THE ANNUAL COMPREHENSIVE FINANCIAL REPORT

This report consists of three parts: an introductory section, a financial section, and a statistical section. The financial section contains the independent
auditor's report, management’s discussion and analysis, the basic financial statements, and related notes to the financial statements.

The basic financial statements consist of a series of statements that present different views of the district:

o The first two statements (statement of net position and statement of activities) are district-wide financial statements that provide both short-term
and long-term information about the district's overall financial status as a whole.

o The governmental fund financial statements focus on individual parts of the district and report the district's operations in more detail than the
district-wide statements. These governmental fund statements tell how basic services such as regular and special education were financed in
the short-term as well as what remains for future spending.

o The remaining statements provide financial information about activities for which the district acts solely as a trustee for the benefit of those outside
of the district.

The financial statements also include notes that explain some of the information in the statements and provide more detailed data. The statements
are followed by a section of required supplementary information that further explains and supports the financial statements with a comparison of fund
activity to the district’s budget for the year, the OPEB schedule of funding progress, the district's proportional share of the net pension liability or asset,
and the district’s schedule of pension contributions.

REPORTING THE DISTRICT AS A WHOLE

The Statement of Net Position and the Statement of Activities

Our analysis of the district as a whole begins in the government-wide financial statement section. Is the district as a whole better or worse as a result
of the year's financial activities? The statement of net position and the statement of activities report information about the district as a whole and about
its activities in a way that helps answer this question. The financial statements of the district present an increase in financial position from the prior
year as reflected in the statement of net position.

These statements include all assets, deferred outflows, liabilities, and deferred inflows using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the current year's revenues and expenses are taken into account regardless of when cash
was received or paid.

These statements report the district’s net position and changes in them. The district's net position (the difference between assets/deferred outflows
and liabilities/deferred inflows) may be viewed as one way to measure the district’s financial health, or financial position. Over time, increases or
decreases in the district’s net position are one indicator of whether its financial health is improving or deteriorating. One should consider other non-
financial factors however, such as changes in the district's property tax base and the student enrollment to assess the overall health of the district.

In the statement of net position and the statement of activities, governmental activities are presented. The district's basic services, including the
general, associated student body, debt service, and capital projects funds are reported here.

REPORTING THE DISTRICT’S MOST SIGNIFICANT FUNDS

Fund Financial Statements
Governmental funds - Presented in the Governmental Fund Financial Statement section of this report, focus on how money flows into and out of
those funds and the balances left at year end that are available for spending. These funds are reported using the modified accrual basis of accounting,
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which measures cash and all other financial assets that can readily be converted to cash. The governmental fund statements provide a detailed short-
term view of the district's general education and support operations and the basic services it provides. Governmental fund information helps determine
whether there are more or fewer financial resources that can be spent in the near future to finance the district's programs. We describe the relationship
(or differences) between governmental activities (reported in the Statement of Net Position and the Statement of Activities) and governmental funds in
the reconciliations on Schedule 3A and Schedule 4A of the basic financial statements and in Note 10 of the notes to the financial statements.

Fiduciary Funds — These funds consist of private purpose trust funds which the district must use for the benefit of individuals, private organizations,
scholarships, and other specific private purposes. The district is responsible for ensuring the assets reported in these funds are used for their intended
purpose. Fiduciary fund activities are excluded from the district’s financial statements as a whole because the district is not able to use these assets
to finance its

operations.

THE DISTRICT AS A WHOLE
Government-Wide Financial Statements

Net position may serve as a useful indicator of a government’s financial position. The Tacoma School District's assets and deferred outflows exceeded
liabilities and deferred inflows by $469.5M at the end of the fiscal year, August 31, 2022.

The district reported a total deferred outflow of resources of $133M as of August, 31 2022 compared to $94.4M the prior year. Deferred inflows of
resources, on the other hand, decreased by $115M, or 57%. This decrease was due primarily to changes in two of the district's four fully funded
pension funds.

The ratio of liabilities and deferred inflows of resources to assets and deferred outflows of resources is 76 percent. The value of the district's capital
assets (i.e. land, buildings, and equipment) net of depreciation was $1,165.4M. The net investment in capital assets is the historical cost of capital
assets, net of accumulated depreciation, plus capital-related deferred outflows of resources, less capital related borrowing (bonded debt incurred to
acquire the capital assets), accounts and retainage payables, and deferred inflows of resources related to capital assets. This value represents the
largest portion of net position at $536.3M. The substantial investment in capital assets represents the district's history of building and modernizing its
schools in accordance with its long-term mission of providing academic excellence in safe and healthy facilities. These assets are not available for
future spending and the debt associated with these assets will be paid from levied property taxes (authorized by the voters in 2013 and 2020).

Total liabilities of $1,408.1M have increased as compared to the prior year by approximately $36.9M. The increase in liabilities is primarily due to
outstanding invoices for construction projects.

Restricted net position total of $157.4M are resources subject to external restrictions on how they may be used. They consist of funds that have
constraints imposed by law through enabling legislation (Capital, Transportation Vehicle, and ASB Funds), externally imposed debt covenants (Debt
Service Fund), externally imposed pension assets, and external contractual impositions of grantors and regulations of other governments upon state
and federal grant funds (Carryover Restricted Revenues for Education and Operations).

The unrestricted portion of net position is any portion not already classified as either net investment in capital assets or restricted. The unrestricted
portion represents resources that may be considered available to finance normal district government activities without external constraints imposed by
law though constitutional provisions or enabling legislation, laws and regulations of other governments; or constraints established by debt covenants.
It is possible for a negative unrestricted net position to exist where liabilities, deferred inflows of resources, net investment in capital assets, and other
restricted portions exceed assets and deferred inflows of resources.

Tacoma School District's Net Position
Governmental Activities - As of August 31

2022 2021 Changes
ASSETS & DEFERRED OUTFLOWS OF RESOURCES
Current and Other Assets $ 652,190,172 $ 712,363,978 $ (60,173,806)
Net Leased Assets 434,462 - 434,462
Net Pension Assets 14,038,837 111,983,417 (97,944,580)
Capital Assets 1,165,359,351 1,105,136,496 60,222,855
Total Assets 1,832,022,823 1,929,483,891 (97,461,069)
Total Deferred Outflows 132,943,393 94,410,826 38,532,566
LIABILITIES & DEFERRED INFLOWS OF RESOURCES
Long-Term Liabilities 1,282,061,549 1,281,026,347 (1,035,202
Other Liabilities 126,059,915 90,204,238 (35,855,677)
Total Liabilities 1,408,121,464 1,371,230,585 (36,890,879)
Total Deferred Inflows 87,347,781 202,583,775 115,235,994
NET POSITION
Net Investment in Capital Assets 536,282,784 551,375,017 (15,092,233)
Restricted 157,420,428 114,357,360 43,063,069
Unrestricted (224,206,243) (215,652,019) (8,554,224)
TOTAL NET POSITION 3 469,496,970 3 450,080,357 $ 19,416,612
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Governmental Activities
The 2021-22 revenues of $603.3M exceeded expenses by $16.5M resulting in an increase in net position. Total revenues increased by $38.5M, and
overall expenses increased by $96M. Increases in revenues due to COVID grants contributed to the increase in net position.

Revenue increases were evident in programs, operating grants and contributions (increase of $17M) and general revenues and property taxes
(increase of $12.8M). Increases in operating grants and contributions are due to COVID assistance funds for the safe opening and operation of schools.

Increases in program expenses appeared across the district but were most evident in regular instruction ($45M) and support services ($24.8M) as the
district reopened the doors for in-person learning. The districtwide increases included in-person staffing assignments, supplies, travel, and contractual
services including transportation and utilities.
Governmental Activities Changes in Net Position
Primary Government - As of August 31

2022 2021 Changes
REVENUES
Program Revenues:
Charges for Services $ 7,999,953 $ 4,576,021 $ 3423931
Operating Grants and Contributions 173,440,756 159,391,254 14,049,502
Capital Grants and Contributions 8,895,001 765,227 8,129,774
General Revenues:
Property Taxes 163,962,425 158,890,034 5,072,391
Interest and Investment Earnings 3,052,998 577,421 2,475,577
Unallocated Revenues 245,955,474 240,640,066 5,315,408
TOTAL REVENUES 603,306,607 564,840,023 38,466,584
PROGRAM EXPENSES:
Regular Instruction 297,808,968 255,633,043 42,175,925
Federal Special Purpose Funding 23,340,725 20,892,884 2,447,840
Special Instruction 63,240,672 56,353,373 6,887,299
Career & Technical Instruction 19,482,358 14,970,200 4,512,158
Compensatory Instruction 48,408,247 39,461,524 8,946,722
Other Instructional Programs 2,635,766 2,767,595 (131,829)
Community Services 6,035,034 4,478,345 1,556,688
Support Services 95,891,454 71,059,065 24,832,389
Extracurricular Activities 987,108 264,449 722,659
Debt Payment 26,059,663 21,163,605 4,896,058
Liquidation of Internal Service Fund Assets - 3,641,152 (3,641,152)
TOTAL EXPENSES 583,889,994 490,685,237 93,204,757
INCREASE (DECREASE) IN NET POSITION 19,416,612 74,154,786 (54,738,174)
NET POSITION - 9/1 450,080,358 375,875,869 74,204,488
Cumulative Effect of Accounting Change - 49,702 (49,702)
NET POSITION - 8/31 $ 469,496,970 $ 450,080,358 $ 19,416,612

The following table presents the cost of each of the district’s largest programs — regular instruction, special instruction, career & technical instruction,
compensatory instruction, other instructional programs, and support services - as well as each program’s net cost (total cost less revenues generated
by the activities). The Net Cost of Services column shows the financial impact by each of these functions.

Governmental Activities Total Cost of Services Net Cost of Services
2021-22 2020-21 2021-22 2020-21

Regular Instruction $ 297,808,968 $ 255,633,043 $ (295,208,134) $ (247,880,205)
Federal Special Purpose Funding 23,340,725 20,892,884 7,891,924 4,101,783
Special Instruction 63,240,672 56,353,373 (11,052,908) (7,767,786)
Career & Tech Instruction 19,482,358 14,970,200 149,430 1,564,567
Compensatory Instruction 48,408,247 39,461,524 (1,577,438) 4,495,636
Other Instructional Programs 2,635,766 2,767,595 299,490 (219,529)
Community Services 6,035,034 4,478,345 (3,002,181) (2,714,196)
Support Services 95,891,454 71,059,065 (65,082,210) (52,627,227)
Extracurricular Activities 98