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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Jackson County School District No. 35
Rogue River, Oregon

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of Jackson County School District No. 35, Oregon, (the District) as of and for the year ended June
30, 2019, and the related notes to the financial statements, which collectively comprise the District'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 of
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 and each major fund of Jackson County School
District No. 35 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, other postemployment benefits schedules, pension schedules, and budgetary
comparison schedules as listed in the Table of Contents 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 management’'s discussion and analysis, other
postemployment benefit and pension schedules 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.

The general fund and special revenue fund budgetary comparison schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the 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 general fund and special revenue fund budgetary comparison
schedules are fairly stated in all material respects in relation to the basic financial statements as a whole.

Other 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 other supplementary information as listed in the
Table of Contents is presented for the purpose of additional analysis and is not a required part of the
financial statements. The schedule of expenditures of federal awards is presented for purpose of
additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also
not a required part of the basic financial statements.

The other supplementary information as listed in the Table of Contents and the schedule of expenditures
of federal awards 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 other supplementary
information as listed in the Table of Contents and the schedule of expenditures of federal awards is 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 a report dated December 19,
2019, 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. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the District’s 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.

Other Reporting Required by the State of Oregon

In accordance with Oregon State Regulations, we have also issued our report dated December 19, 2019
on our consideration of the District's compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters, including the provisions of Oregon Revised Statutes
(ORS) as specified in Oregon Administrative Rules 162-10-0000 through 162-10-0320 of the Minimum
Standards for Audits of Oregon Municipal Corporations. The purpose of that report is to describe the
scope of our testing necessary to address the required provisions of ORS, and not to provide
an opinion on compliance with such provisions.

St fdmte P, e

Stewart C. Parmele CPA, Partner
KDP Certified Public Accountants, LLP
Medford, Oregon

December 19, 2019
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

As management of Rogue River School District No. 35 (the District), we offer readers of the District's
financial statements this narrative overview and analysis of the financial activities for the fiscal year ended
June 30, 2019. We encourage readers to consider the information presented here in conjunction with the
basic financial statements and the accompanying notes to those financial statements. It should also be
noted that all amounts included in text below are rounded for ease of reading.

FINANCIAL HIGHLIGHTS

* In the government-wide statements, the assets and deferred outflows of the District exceeded its liabilities
and deferred inflows at June 30, 2019 by $4.83 million. Of this amount, $7.48 million represents the District’s
investment in capital assets, $109 thousand is restricted for debt service, $40 thousand is restricted for
scholarships, leaving a negative $2.8 million balance in unrestricted funds.

* For the fiscal year ended June 30, 2019, the District’s total net position increased by $213 thousand. In
the prior year, the District’s total net position increased by $2.07 million.

* The District has increased its total expenditures from the prior year, $12.25 million to $13.11 million. In
addition, District revenues decreased from $14.32 million to 13.33 million.

* The District's governmental funds reported combined ending fund balance of $3.25 million, a decrease of
$1.74 million in comparison to the prior year. Approximately 74 percent of this total amount, $2.5 million is
available for spending to meet ongoing commitments and obligations of the District.

* At the end of the fiscal year, fund balance for the General Fund was $1.45 million, up from $1.44 million
in the prior year, an increase of about .5 percent. Unassigned fund balance in the General Fund represented
about 13.9 percent of total General Fund expenditures, down from 14.9 percent in the prior year.
OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis are intended to serve as an introduction to the District's basic financial
statements. The District’'s basic financial statements consist of three components:

1) Government-wide financial statements
2) Fund financial statements
3) Notes to the basic financial statements

This report also contains supplementary information in addition to the basic financial statements
themselves.

Government-wide financial statements

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the District’s finances, in a manner similar to a private-sector business.
These statements include:

The Statement of Net Position. The Statement of Net Position presents information on all of the assets,
deferred outflows, liabilities and deferred inflows of the District at year end. Net position is what remains
after the liabilities and deferred inflows have been paid or otherwise satisfied. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the District is
improving or deteriorating.

B-1



JACKSON COUNTY SCHOOL DISTRICT NO. 35
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

The Statement of Activities. The Statement of Activities presents information showing how the net position
of the District changed over the year by tracking revenues, expenses and other transactions that increase
or reduce net position. All changes in net position are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

In the government-wide financial statements, the District’s activities are shown in one category:

» Governmental activities. All of the District’s basic functions are shown here, such as regular and special
education, child nutrition services, transportation, administration, and facilities acquisition and construction.
These activities are primarily financed through property taxes, Oregon’s State School Fund and other
intergovernmental revenues.

The government-wide financial statements can be found as listed in the Table of Contents of this report.

Fund financial statements

Fund financial statements. The fund financial statements provide more detailed information about the
District’s funds, focusing on its most significant or “major” funds — not the District as a whole. A fund is a
grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The District, like other state and local governments, uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of the District’s funds
are governmental funds.

Governmental funds. The governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end
of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar information
presented for governmental activities in the government-wide financial statements. By doing so, readers
may better understand the long-term impact of the government’s near-term financing decisions. Both the
governmental fund Balance Sheet and Statement of Revenues, Expenditures and Changes in Fund
Balances are reconciled to the government-wide Statements of Net Position and Activities.

The District maintains four individual governmental funds. Information is presented separately in the
governmental fund Balance Sheet and the governmental fund Statement of Revenues, Expenditures and
Changes in Fund Balances for the General, Special Revenue, Debt Service, and Capital Projects Funds,
all of which are considered to be major funds.

The basic governmental fund financial statements can be found as listed in the Table of Contents of this
report.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

Notes to the basic financial statements

Notes to the basic financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements. The notes to
the basic financial statements can be found as listed in the Table of Contents of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information displaying certain budgetary comparison schedules
and benefit schedules. Required Supplementary Information can be found as listed in the Table of Contents
of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The District’'s assets/deferred outflows exceeded liabilities/deferred inflows by $4.829 million at June 30,
2019. At June 30, 2018 District assets/deferred outflows exceeded liabilities/deferred inflows by $4.616
million. The increase in net position can be attributed to the increase in deferred outflows related to pensions
and other post-employment health care benefits.

Increase
Governmental Activities (Decrease)
(in thousands) From
June 30,2019 June 30,2018 June 30,2018
Assets:
Current assets $ 4,308 $ 6,405 $ (2,097)
Capital assets 9,820 8,205 1,615
Other assets 44 16 28
Total assets 14,172 14,626 (454)
Deferred outflows 3,712 3,105 607
Total assets and deferred outflows 17,884 17,731 153
Liabilities:
Current liabilities 837 1,192 (355)
Other liabilities 8,854 8,127 727
Long-term liabilities 2,337 2,846 (509)
Total liabilities 12,028 12,165 (137)
Deferred inflows 1,026 950 76
Total liabilities and deferred inflows 13,054 13,115 (61)
Net position:
Netinvestmentin capital assets 9,820 8,205 1,615
Restricted 148 128 20
Unrestricted (5,139) (3,717) (1,422)
Total net position $ 4,829 $ 4,616 $ 213
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

As noted previously, net position may serve over time as a useful indicator of a government’s financial
position. Net position increased by $213 thousand from the prior year.

Capital assets, which consist of the District’'s land, buildings and improvements, and vehicles and
equipment, represent about 55 percent of total assets/deferred outflows. The remaining assets consist
mainly of cash and investments, grants and property taxes receivable, prepaid expenses and deferred
outflows related to pensions and other postemployment benefits. Deferred amounts related to pensions
and other postemployment benefits of $3.71 million represent 21% of total assets and deferred outflows.

The District’'s largest liability is the net pension liability (OPERS), it represents 59 percent of the total
liabilities and deferred inflows of resources. The remaining liabilities/deferred inflows are made up of short-
term accounts payable, deposits payable, short term leases, accrued salaries and benefits and deferred
amounts related to pensions and other postemployment benefits.

A large portion of the District’s net position reflects its investment in capital assets, less any related debt
used to acquire those assets that is still outstanding. The District uses these capital assets to provide
services to students and other District residents; consequently these assets are not available for future
spending. Although the District’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources (generally property
taxes), since the capital assets themselves cannot be used to liquidate these liabilities.

Governmental activities. As previously stated, all District activities are governmental in nature, and during
the current fiscal year, the District’'s net position is increased by $213 thousand. The increase can be
primarily attributed to the increase in grants for capital projects and Oregon State School Support.

Increase
Governmental Activities (Decrease)
(in thousands) From
June 30, 2019 June 30, 2018 June 30, 2018
Rewvenues:

Program revenues:
Charges for senice $ 223 $ 97 $ 126
Operating grants and contributions 1,627 1,677 (50)
Capital grants and contributions - 1,293 (1,293)

General revenues:
Property taxes 3,952 3,777 175
State school fund - general support 7,014 7,018 4
Other federal, state and local sources 151 153 )
Earnings on investments 132 112 20
Gain (loss) on disposal of assets (85) - (85)
Miscellaneous 312 188 124
Total revenues 13,326 14,315 (989)

Expenses:

Instruction 7,462 6,890 572
Support senices 5,168 4,871 297
Enterprise and community senices 426 368 58
Facilities acquisition and construction 2 63 (61)
Interest on long-term debt 55 56 1)
Total expenses 13,113 12,248 865
Change in net position $ 213 $ 2,067 $ (1,854)
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements.

Governmental funds. The focus of the District's governmental funds is to provide information on relatively
short-term cash flow and funding for future basic services. Such information is useful in assessing the
District’'s financing requirements. In particular, fund balance may serve as a useful measure of a
government’s net resource’s available for spending at the end of a fiscal year.

At June 30, 2019, the District's governmental funds reported combined ending fund balances of $3.25
million, a decrease of $1.74 million in comparison with the prior year. About $2.5 million (77 percent) of the
ending fund balance constitutes amounts which are available for spending at the District’s discretion. About
14 percent of combined ending fund balance is restricted for capital projects ($439 thousand).

General Fund. The General Fund is the chief operating fund of the District. As of June 30, 2019, fund
balance was $1.45 million. The fund balance increased by approximately $6 thousand during the current
fiscal year. As a measure of the fund’s liquidity, it may be useful to compare total fund balance to total fund
expenditures. Unassigned fund balance of $1.45 million represents about 14 percent of total General Fund
expenditures.

Special Revenue Fund. The Special Revenue Fund had a total fund balance of $1.24 million, of which
none is unassigned. The net increase in fund balance during the current year was $288 thousand. The
Committed fund balance of $701 thousand represents amounts reserved for capital improvements, food
service, and pension reserve. The Assigned fund balance of $386 thousand represents amounts held for
school improvement.

Debt Service Fund. The Debt Service Fund had a total fund balance of $76 thousand, all of which is
restricted for the payment of debt service. The net increase in fund balance during the current year was
$22 thousand.

Capital Projects Fund. The Capital Projects Fund had a total fund balance of $481 thousand. The fund was
established during the 2018 fiscal year in connection with the issuance of general obligation debt.

CURRENT ECONOMIC FACTORS

Rogue River School District is currently seeing a trend of increased enrollment. Since 2014 the District’s
enrollment has increased by 20% with every year showing an increase over the previous year. The District
had previously been on a very negative trend for enroliment losing 43% of the student population between
2001 and 2013, every year but 2006 saw fewer students attend the school than the year before. The
increased enrollment trend can be attributed to targeted investments which have improved the District's
facilities and curriculum making the district more attractive to students who live within the district.

In addition, the District has added South Valley Academy to give students more choices within the District.
The addition of South Valley Academy has allowed the District to retain students who previously had chosen
to leave the district and attend one of the neighboring charter schools. The increased enrollment will allow
the District to improve its economies of scale and further make targeted investments to improve the District
and make the district more attractive for students to attend. The city of Rogue River only builds about 3 to
5 new homes per year so retaining the students who live with the District’'s boundaries is essential to the
long-term success of the District.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

REQUESTS FOR INFORMATION

This financial report is designed to present the user (citizens, taxpayers, investors, and creditors) with a
general overview of the District’s finances and to demonstrate the District's accountability. Questions
concerning any of the information provided in this report or requests for additional information should be
addressed to the District’'s Business Manager at 1898 E. Evans Creek Road, Rogue River, Oregon 97537.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
STATEMENT OF NET POSITION
JUNE 30, 2019

ASSETS:

Cash and investments
Receivables
Prepaid expenses
Restricted cash and investments for capital projects
Capital assets, net
Land
Buildings and improvements
Vehicles and equipment
Other post-employment asset (RHIA)

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:

Deferred outflows related to pensions (OPERS)

Deferred outflows related to pensions (early retirement stipend benefit plan)

Deferred outflows related to other post-employment benefits (single-employer defined benefit plan)
Deferred outflows related to other post-employment benefits (RHIA)

TOTAL DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES:

Accounts payable
Accrued salaries and benefits
Unearned revenue
Deposits payable
Net pension liability (OPERS)
Other post employment benefit obligation (OPEB)
Early retirement stipend pension plan obligation
Bonds Payable
Due within one year
Due in more than one year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:

Deferred inflows related to pensions (OPERS)

Deferred inflows related to pensions (early retirement stipend benefit plan)

Deferred inflows related to other post-employment benefits (single-employer defined benefit plan)
Deferred inflows related to other post-employment benefits (RHIA)

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION:

Net investment in capital assets
Restricted for debt service
Restricted for scholarships
Unrestricted

TOTAL NET POSITION

See notes to basic financial statements

Governmental
Activities

$ 3,267,835
476,659

73,253

490,577

286,801
9,496,986
35,974
43,826

14,171,911

3,476,233
37,316
177,565
20,475

3,711,589

165,374
602,892
68,536
250
7,654,860
1,035,050
164,261

539,262
1,797,790

12,028,275

982,464
617
30,519
12,200

1,025,800

7,482,709
108,578
39,681

(2,801,543)

$ 4,829,425




JACKSON COUNTY SCHOOL DISTRICT NO. 35

Functions/Programs
Governmental activities:

Instruction
Supporting services
Enterprise and community services
Facilities and acquisition
Debt service fees
Interest on long-term debt

Total governmental activities

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2019

Program Revenues

Net (Expense)

Operating Revenue and

Charges for Grants and Changes in Net
Expenses Services Contributions Position

$ 7,461,799 $ 165,821 $ 785,046 $  (6,510,933)
5,167,940 1,440 482,121 (4,684,379)
425,620 55,256 359,780 (10,584)
1,626 - - (1,626)
55,129 - - (55,129)
$ 13,112,114 $ 222516 $ 1,626,947 (11,262,651)

General revenues:

Property taxes levied for general purposes

Property taxes levied for debt service
Construction excise tax

State school fund - general support
Common school fund

Federal forest fees

Earnings on investments

Gain (loss) on disposal of assets
Miscellaneous

Total general revenues
CHANGE IN NET POSITION
NET POSITION - JULY 1, 2018

NET POSITION - JUNE 30, 2019

See notes to basic financial statements

3,376,106
575,599
47,092
7,013,914
93,702
10,136
132,221

(84,597)
311,640

11,475,813

213,162

4,616,263

$ 4829425






JACKSON COUNTY SCHOOL DISTRICT NO. 35
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2019

Special Debt Capital
General Revenue Service Projects
Fund Fund Fund Fund Total
ASSETS
Equity in pooled cash and investments $ 2,037,551 $ 1,163,247 $ 67,037 $ 490,577 $ 3,758,412
Property taxes receivable 242,792 - 41,541 - 284,333
Receivables 1,015 191,311 - - 192,326
Prepaid 32,063 - - 41,190 73,253
TOTAL ASSETS $ 2,313,421 $ 1,354,558 $ 108,578 $ 531,767 $ 4,308,324
LIABILITIES
Accounts payable $ 66,528 $ 47,760 $ - $ 51,086 $ 165,374
Accrued salaries and benefits 602,892 - - - 602,892
Deposits payable 250 - - - 250
Unearned revenue - 68,536 - - 68,536
TOTAL LIABILITIES 669,670 116,296 - 51,086 837,052
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes 193,162 - 33,049 - 226,211
TOTAL DEFERRED INFLOWS OF RESOURCES 193,162 - 33,049 - 226,211
Non-spendable 32,063 - - 41,190 73,253
Restricted:
Debt service - - 75,529 - 75,529
Scholarship - 39,681 - - 39,681
Student body - 95,674 - - 95,674
Grants - 15,629 - - 15,629
Capital projects - - - 439,491 439,491
Committed:
PERS reserve - 500,000 - - 500,000
Capital outlay - 80,059 - - 80,059
Food service - 121,323 - - 121,323
Assigned - 385,896 - - 385,896
Unassigned 1,418,526 - - - 1,418,526
Total fund balances 1,450,589 1,238,262 75,529 480,681 3,245,061
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES $ 2,313,421 % 1,354,558 $ 108,578 $ 531,767 $ 4,308,324

See notes to basic financial statements



JACKSON COUNTY SCHOOL DISTRICT NO. 35
RECONCILIATION OF GOVERNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET POSITION
JUNE 30, 2019

TOTAL FUND BALANCES $ 3,245,061

Capital assets are not financial resources and therefore are not reported in the
governmental funds:
Cost $ 18,194,168
Accumulated depreciation (8,374,407) 9,819,761

A portion of the District's property taxes are collected after year-end but are not
available soon enough to pay for the current year's operations, and therefore are
not reported as revenue in the governmental funds. 226,211

The asset associated with the District's pension (RHIA) is not
recorded in the governmental funds as it is not available currently. 43,826

The net deferred outflow/(inflow) associated with the District's pension and
other post-employment benefits is not recorded in the governmental funds
as it is not available nor payable currently. 2,685,789

Long-term liabilities not payable in the current year are not reported as
governmental fund liabilities. Interest in long-term debt is not accrued in the
governmental funds, but rather recognized as an expenditure when due.
These liabilities consist of:

Long-term debt obligations, net of premium (2,337,052)

Net pension liability (7,654,860)

Other postemployment benefits (2,035,050)

Early retirement benefits (Stipend) (164,261) (11,191,223)
TOTAL NET POSITION $ 4,829,425

See notes to basic financial statements 4



JACKSON COUNTY SCHOOL DISTRICT NO. 35

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2019

Special Debt Capital
General Revenue Service Projects
Fund Fund Fund Fund Total
REVENUES
Construction excise taxes $ - $ 47,092 $ - $ - $ 47,092
Property taxes 3,378,606 - 577,078 - 3,955,684
Basic school support 7,010,636 3,278 - - 7,013,914
Intergovernmental 219,617 1,441,793 - - 1,661,410
Charges for services 3,417 219,099 - - 222,516
Donations - 69,375 - - 69,375
Interest on investments 93,736 3,312 9,395 25,778 132,221
Miscellaneous 54,258 257,382 - - 311,640
TOTAL REVENUES 10,760,270 2,041,331 586,473 25,778 13,413,852
EXPENDITURES
Current
Instruction 5,994,146 1,154,751 - - 7,148,897
Support services 4,424,659 552,709 - - 4,977,368
Enterprise and community services - 413,077 - - 413,077
Facilities and acquisition - - - 2,080,141 2,080,141
Debt service - - 564,313 - 564,313
TOTAL EXPENDITURES 10,418,805 2,120,537 564,313 2,080,141 15,183,796
Excess (Deficiency) of
Revenues Over Expenditures 341,465 (79,206) 22,160 (2,054,363) (1,769,944)
OTHER FINANCING SOURCES (USES):
Insurance proceeds 32,060 - - - 32,060
Interfund transfers (367,500) 367,500 - - -
TOTAL OTHER FINANCING SOURCES (335,440) 367,500 - - 32,060
NET CHANGE IN FUND BALANCE 6,025 288,294 22,160 (2,054,363) (1,737,884)
FUND BALANCE, July 1, 2018 1,444,564 949,968 53,369 2,535,044 4,982,945
FUND BALANCE, June 30, 2019 $ 1,450,589 $ 1,238,262 $ 75529 $ 480,681 $ 3,245,061

See notes to basic financial statements



JACKSON COUNTY SCHOOL DISTRICT NO. 35
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2019

NET CHANGE IN FUND BALANCE $ (1,737,884)

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

Government funds report capital outlay as expenditures. However, in the
Statement of Activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
depreciation exceeded capital outlays in the current period.

Expenditures for capital assets 2,141,535

Loss on disposal of capital assets (84,597)

Less current year depreciation (442,205)

1,614,733

Repayment of principal is an expenditure in the governmental funds, but
reduces the liability in the Statement of Net Position.
Debt principal repaid 509,184

Property taxes that do not meet the measurable and available criteria are not
recognized as revenue in the current year in the governmental funds. In the
Statement of Activities property taxes are recognized as revenue when levied. (3,979)

The change in the net post employment benefit obligation (OPEB) is not recognized
in the governmental funds (including deferred outflows and inflows) 101,318

The change in the net post employment benefit obligation (OPEB) RHIA is not recognized
in the governmental funds (including deferred outflows and inflows). 24,008

Governmental funds report pension contributions as expenditures. However, in the

Statement of Activities, the cost of pension benefits earned (actuarily determined) net

of employee contributions is reported as pension expense. (OPERS and stipend

including deferred outflows and inflows) (294,218)

CHANGE IN NET POSITION $ 213,162

See notes to basic financial statements 6
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Summary of Significant Accounting Policies

The financial statements of Jackson County School District No. 35 (the District), Oregon have been prepared
in conformity with accounting principles generally accepted in the United States of America (GAAP) as applied
to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting standards. The more significant
of the District’s accounting policies are described below.

The Reporting Entity

Jackson County School District No. 35, Rogue River, Oregon, was organized under provisions of Oregon
Statutes pursuant to ORS Chapter 332 for the purpose of operating elementary and secondary schools. The
District is governed by a separately elected five-member Board of Education (Board) who approves the
administrative officials. The daily functioning of the District is under the supervision of the Superintendent. As
required by generally accepted accounting principles, all activities of the District have been included in the
basic financial statements.

The District qualifies as a primary government since it has a separately elected governing body, is a legally
separate entity, and is fiscally independent. There are various other governmental agencies and special
service districts, which provide service within the District’'s boundaries. However, the District is not financially
accountable for any of these entities, and therefore, none of them are considered component units or included
in these basic financial statements.

The more significant of the District’s accounting policies are described below.

Basis of Presentation

Government-wide Financial Statements

The Statement of Net Position and the Statement of Activities display information about the District. These
statements include the governmental financial activities of the overall District. Eliminations have been made
to minimize the double counting of internal activities. Governmental activities are financed primarily through
property taxes, intergovernmental revenues, and charges for services.

The Statement of Activities presents a comparison between direct expenses and program revenues for each
of its functions/programs. Direct expenses are those that are specifically associated with a function and,
therefore, are clearly identifiable to that function. Eliminations have been made to minimize the double
counting of internal activities in the Statement of Activities. Program revenues include: (1) charges to
students or others for tuition, fees, rentals, material, supplies or services provided, (2) operating grants and
contributions and (3) capital grants and contributions. Revenues that are not classified as program revenues,
including property taxes and state support, are presented as general revenues.

Net Position is reported as restricted when constraints placed on asset use are either externally restricted,
imposed by creditors (such as through grantors, contributors or laws) or through constitutional provisions or
enabling resolutions.

Fund Financial Statements
The fund financial statements provide information about the District's funds. Separate statements for each

fund category are presented. The emphasis of fund financial statements is on major governmental funds,
each displayed in a separate column. All the District’s funds are categorized as major funds.



JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Summary of Significant Accounting Policies (continued)

Fund Financial Statements (continued)
The District reports the following as major governmental funds:

General Fund - The General Fund is the District's primary operating fund and accounts for all revenues and
expenditures except those required to be accounted for in another fund.

Special Revenue Fund - This Special Revenue Fund accounts for revenues and expenditures of grants
restricted for specific educational purposes. Principal revenue sources are federal and state grants.

Debt Service Fund - This Debt Service Fund provides for the payment of principal and interest on general
obligation bonded debt. Principal revenue source is property taxes.

Capital Project Fund - The Capital Project Fund accounts for activities related to the acquisition,
construction, equipping and furnishing of facilities. Principal revenue sources are proceeds from the sale of
bonds, interest earnings, and capital grant funds.

Measurement Focus and Basis of Accounting

Government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows take place. Non-exchange transactions, in
which the District receives value without giving equal value in exchange, include property taxes, grants,
entitlements and donations. On the accrual basis of accounting, revenue from property taxes is recognized in
the fiscal year for which the taxes are levied. Revenue from grants, entitlements, and donations is recognized
in the fiscal year in which all eligibility requirements have been satisfied. Under terms of grant agreements,
the District funds certain programs by a combination of specific cost-reimbursement grants and general
revenues. Thus, when program expenses are incurred, and there are both restricted and unrestricted net
position available to finance the program, it is the District's policy to first apply cost-reimbursement grant
resources to such programs and then general revenues.

Governmental fund financial statements are reported using the current financial resources measurement
focus and modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The District considers all revenues reported in the governmental funds to be
available if they are collected within sixty days after year-end. Property taxes and interest are considered to
be susceptible to accrual. Expenditures are recorded when the related fund liability is incurred, except for
principal and interest on general long-term debt and claims and judgments, which are recognized as
expenditures to the extent they have matured. Capital asset acquisitions are reported as expenditures in the
governmental funds and proceeds from general long-term debt and acquisitions under capital leases are
reported as other financing sources.



JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Summary of Significant Accounting Policies (continued)

Cash, Cash Equivalents and Investments

The District’s cash and cash equivalents consist of cash on hand and demand deposits.

The District's investments, authorized under state statute, consist of the State of Oregon Treasurer’s Local
Government Investment Pool (LGIP) and certificates of deposit. Changes in the fair value of investments are
recorded as investment earnings.

The LGIP is stated at amortized cost which approximates fair value. Fair value of the LGIP is the same as the
District’s value in the pool shares. The Oregon State Treasury administers the LGIP. Itis an open-ended no-
load diversified portfolio offered to any agency, political subdivision or public corporation of the State that by
law is made the custodian of, or has control of, any fund. The LGIP is commingled with the State’s short-term
funds. In seeking to best serve local governments of Oregon, the Oregon legislature established the Oregon
Short-Term Fund Board. The purpose of the Board is to advise the Oregon State Treasury in the
management and investment options of the LGIP. The investments are regulated by the Oregon Short Term
Fund Board and approved by the Oregon Investment Council (ORS 294.805 to 294.895).

Property Taxes Receivable

Ad valorem property taxes are levied on all taxable property as of January 1 preceding the beginning of the
fiscal year. Property taxes become a lien on July 1 for personal property and real property. Property taxes
are levied on July 1. Collection dates are November 15, February 15, and May 15. Discounts are allowed if
the amount due is received by November 15 or February 15. Taxes unpaid and outstanding on May 16 are
considered delinquent.

Uncollected property taxes are recorded on the Statement of Net Position. Uncollected taxes are deemed to
be substantially collectible or recoverable through liens; therefore, no allowance for uncollectible taxes has
been established.

Accounts and Other Receivables

Accounts receivable and other receivables consist primarily of charges for services, claims for reimbursement
of costs under various federal and state grant programs and refunds of prior year expenditures.

Grants

Unreimbursed grant expenditures due from grantor agencies are reflected in the basic financial statements as
receivables and revenues. Grantrevenues are recorded at the time eligible expenditures are incurred. Grant
monies received prior to the occurrence of qualifying expenditures are recorded as unearned revenue.

Capital Assets

Capital assets are recorded at original or estimated original cost. Donated capital assets are recorded at their
estimated fair market value on the date donated. The District defines capital assets as assets with an initial
cost of more than $5,000 and an estimated life in excess of one year. Interest incurred during construction is
not capitalized. Maintenance and repairs that do not add to the value of the asset or materially extend assets'
lives are not capitalized. Capital assets are depreciated using the straight-line method over the following
useful lives:

Buildings and improvements - 10 to 40 years
Vehicles and equipment - 5to 10 years



JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Summary of Significant Accounting Policies (continued)

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Oregon Public Employees Retirement System (PERS) and additions to/deductions from PERS's fiduciary net
position have been determined on the same basis as they are reported by PERS. For this purpose, benefit
payment (including refunds of employee contributions) are recognized when due and payable in accordance
with the benefit terms. Investments are reported at fair value.

Post Employment Stipend Benefits

Eligible employees who elect early retirement are entitled to stipend payments. Such costs are recorded as
expenses in the General Fund and funded as stipend benefits become due.

Post-Employment Health Care Benefits

Eligible employees who elect early retirement are entitled to payment of group medical insurance premiums.
In the Government-wide financial statements, the District reports its liability for other post-employment
benefits consistent with established generally accepted accounting principles and to reflect an actuarially
determined liability for the present value of projected future benefits for retired and active employees. Such
costs are recorded as expenses in the Governmental Funds and funded as premiums become due.

Additionally, substantially all of the District's employees are participants in the State of Oregon Public
Employees Retirement System (OPERS) — Retirement Health Insurance Account (RHIA). Contributions to
OPERS RHIA are made on a current basis as required by the plan and are charged as expenses.

Compensated Absences

Itis the District's policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
There is no liability for unpaid accumulated sick leave since the District does not have a policy to pay any
amounts when employees separate from service with the District. All unused vacation pay is accrued when
earned in the District-wide financial statements. A liability for these amounts is reported in the governmental
funds once they have matured.

Deferred Outflows/Inflows of Resources

In addition to assets, the District will sometimes report a separate section for deferred outflows of resources.
This separate financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The District has two types of deferred outflows, both arise under the full
accrual basis of accounting that qualifies for reporting in this category: deferred amounts related to pensions
and deferred amounts related to other post-employment benefits. These amounts are reported in the
government-wide statement of net position.

The governmental funds report expense related to pension and other postemployment benefits contributions.

These amounts are deferred and recognized as an outflow of resources in the period that is actuarially
determined.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Summary of Significant Accounting Policies (continued)

Deferred Outflows/Inflows of Resources (continued)

In addition to liabilities, the District will sometimes report a separate section for deferred inflows of resources.
This separate financial statement element, deferred inflows of resources, represents an acquisition on net
position that applies to a future period and so will not be recognized as an inflow of resources (revenue) until
that time. The District has three types of deferred inflows, one which arises only under the modified accrual
basis of accounting (unavailable revenues) and two that are reported under the full accrual basis of
accounting (deferred amounts related to pensions and deferred amounts related to other post-employment
benefits). Accordingly, unavailable revenue, is reported only in the governmental funds balance sheet, and
deferred amounts related to pensions and deferred amounts related to other post-employment benefits, are
reported in the government-wide statement of net position.

Long-term Debt

The District reports long-term debt of governmental activities at face value in the Statement of Net Position.
Bond premiums and discounts are amortized over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable premium or discount. Bond issuance costs are expensed in
the period incurred.

In the fund financial statements, government fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of the debt issued, premiums and discounts
received on debt issuances, and deferred charges are reported as other financing sources and uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as other
financing uses.

Net Position/Fund Balance

In the government-wide financial statements, equity is classified as net position and displayed in three
components:

Net investment in capital assets — Consists of net capital assets reduced by outstanding balances of any
related debt obligations and deferred inflows of resources attributable to the acquisition, construction, or
improvement of those assets and increase by balances of deferred outflows of resources related to those
assets.

Restricted net position — Consists of net position with constraints placed on the use by either (1) external
groups such as creditors, grantors, contributors, or laws and regulations of other governments; or (2) law
through constitutional provisions or enabling legislation. Restricted net position is reduced by liabilities
and deferred inflows or resources related to the restricted assets.

Unrestricted net position (deficit) — Consists of all other net position that does not meet the definition of
the above two components and is available for general use by the District.

It is the District’s policy to first use restricted net position prior to the use of unrestricted net position when
expenditure is incurred for purposes for which both restricted and unrestricted net position are available.

11



JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Summary of Significant Accounting Policies (continued)

Net Position/Fund Balance (continued)

In the fund financial statements, governmental fund balance is classified in the following categories:
Non-Spendable — Includes items not immediately converted to cash, such as prepaid items and inventory.

Restricted — Includes items that are restricted by external creditors, grantors or contributors, or restricted
by legal constitutional provisions.

Committed — Includes items committed by the District's Board of Directors, by formal board action.

Assigned — Includes items assigned for specific uses, authorized by the District's Superintendent and/or
Business Manager.

Unassigned — This is the residual classification used for those balances not assigned to another category.

Budget

A budget is prepared and legally adopted for each governmental fund type on the modified accrual basis of
accounting. This budgetary basis of accounting is different than accounting principles generally accepted in
the United States of America (GAAP). The major differences between the budgetary and GAAP basis of
accounting are that capital outlay and other long-term assets, and debt principal and other long-term liabilities,
are included as budgeted expenditures in the governmental fund types. The resolution authorizing
appropriations for each fund sets the level by which expenditures cannot legally exceed appropriations.

Appropriations are established at the major function level (instruction, support services, enterprise and
community services, facilities acquisition and construction, debt service, contingency and transfers) for each
fund. The detail budget document, however, is required to contain more specific, detailed information for the
aforementioned expenditure categories. Unexpected additional resources may be added to the budget
through the use of a supplemental budget and appropriation resolution.

Supplemental budgets less than 10% of a fund'’s original budget may be adopted by the Board at a regular
meeting. A supplemental budget greater than 10% of a fund’s original budget requires hearings before the
public, publication in newspapers and approval by the Board. Original and supplemental budgets may be
modified by the use of appropriation transfers within a fund between the levels of control (major function
levels) with Board approval. Budget amounts are as originally adopted and as amended by the Board of
Directors. Appropriations lapse at the end of each fiscal year. The District did not exceed it's authorized
appropriations for the year ended June 30, 2019.

Use of Estimates

The preparation of basic financial statements, in conformity with accounting principles generally accepted in
the United States of America, requires management to make estimates and assumptions that effect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
basic financial statements and reported amounts of revenues and expenses/expenditures during the reporting
period. Actual results could differ from those estimates.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Summary of Significant Accounting Policies (continued)

New GASB Pronouncements Adopted

During the fiscal year ended June 30, 2019, the District implemented the following GASB Pronouncements:

GASB Statement No. 83, Certain Asset Retirement Obligations. Issued November 2016, this statement
addresses accounting and financial reporting for certain asset retirement obligations (AROSs). This
pronouncement had no effect on the financial statements.

GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowing and Direct
Placements. This statement was issued March 2018 to improve the information that is disclosed in notes to
government financial statements related to debt, including direct borrowings and direct placements. It also
clarifies which liabilities governments should include when disclosing information related to debt.

Future Adoption of GASB Pronouncements

The following GASB pronouncements have been issued, but are not effective as of June 30, 2019:

GASB Statement No. 84, Fiduciary Activities. Issued January 2017, this statement establishes criteria for
identifying fiduciary activities of all state and local governments. GASB 84 will be effective for the District,
fiscal year ending June 30, 2020.

GASB Statement No. 87, Leases. This statement was issued June 2017 to better meet the information needs
of financial statement users by improving accounting and financial reporting for leases by governments. and
increases the usefulness of governments' financial statements. Under this Statement, a lessee is required to
recognize a lease liability and an intangible right-to-use lease asset, and a lessor is required to recognize a
lease receivable and a deferred inflow of resources, thereby enhancing the relevance and consistency of
information about governments' leasing activities. GASB Statement No. 87 will be effective for the District for
fiscal year ending June 30, 2021.

GASB Statement No. 89, Accounting for Interest Costs Incurred Before the End of a Construction Period.
This statement was issued June 2018 to establish accounting requirements for interest cost incurred before
the end of a construction period. The objectives of the Statement are (1) to enhance the relevance and
comparability of information about capital assets and the cost of borrowing for a reporting period and (2) to
simplify accounting for interest cost incurred before the end of a construction period. GASB Statement No. 89
will be effective for the District for fiscal year ending June 30, 2021.

GASB Statement No. 90, Majority Equity Interests. Issued August 2018, the primary objective of this
statement is to improve the consistency and comparability of reporting a government's majority equity interest
in a legally separate organization; and to improve the relevance of financial statement information for certain
component units. GASB Statement No. 90 will be effective for the District for fiscal year ending June 30,
2020.

GASB Statement No. 91, Conduit Debt Obligations. The primary objectives of this Statement are to provide a
single method of reporting conduit debt obligations by issuers and eliminate diversity in practice associated
with (1) commitments extended by issuers, (2) arrangements associated with conduit debt obligations, and (3)
related note disclosures. GASB Statement No. 91 will be effective for the District for fiscal year ending June
30, 2020.

The District will implement new GASB pronouncements no later than the required effective date. The District
is currently evaluating whether or not the above listed new GASB pronouncements will have a significant
impact to the District’s financial statements.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 2 - Cash and Investments

Cash and investments are comprised of the following at June 30, 2019:

Petty cash $ 572
Carrying amount of demand deposits 371,124
Certificates of deposit 36,600
Carrying amount of investments 3,350,116
Total cash and investments $ 3,758,412

Cash and investments are shown on the basic financial statements as:

Cash and investments $ 3,267,835
Restricted cash and investments for capital projects 490,577
Total cash and investments $ 3,758,412

Deposits

The Governmental Accounting Standards Boards has adopted accounting principles generally accepted in the
United States of America (GAAP), which include standards to categorize deposits to give an indication of the
level of custodial credit risk assumed by the District at June 30, 2019. If bank deposits at year end are not
entirely insured or collateralized with securities held by the District or by its agent in the District's name, the
District must disclose the custodial credit risk that exists. Deposits with financial institutions are comprised of
bank demand deposits and certificates of deposit. For the year ended June 30, 2019, the carrying amounts of
the District deposits in various qualifying financial institutions were $407,724 and the bank balances were
$571,461. All deposits are held in the name of the District. At June 30, 2019, the District had $321,461 in
deposits that were not covered by FDIC insurance. However, the balance is covered by the State of Oregon
shared liability structure for participating bank depositories in Oregon.

Effective July 1, 2008, House Bill 2901 created a shared liability structure for participating bank depositories in
Oregon. Barring any exceptions, a qualifying bank depository is required to pledge collateral valued at least
10% of their quarter-end public fund deposits if they are well capitalized, 25% of the quarter-end public fund
deposits if they are adequately capitalized, or 110% of the quarter-end public fund deposits if they are
undercapitalized or assigned to pledge 110% by the Office of State Treasurer. In the event of a bank failure,
the entire pool of collateral pledged by all qualified Oregon public bank depositories is available to repay the
deposits of public funds of governmental entities.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a bank failure, a government’s deposits may
not be returned to it. The District does not have a formal deposit policy for custodial credit risk.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 2 - Cash and Investments (continued)

Investments

The District has invested funds in the State Treasurer's Oregon Short-term Fund Local Government
Investment Pool during fiscal year 2019. Investments in the Local Government Investment Pool (LGIP) are
included in the Oregon Short-Term Fund, which is an external investment pool that is not a 2a-7-like external
investment pool, and is not registered with the U.S. Securities and Exchange Commission as an investment
company. Fair value of the LGIP is calculated at the same value as the number of pool shares owned. The
unit of account is each share held, and the value of the position would be the fair value of the pool's share
price multiplied by the number of shares held. Investments in the Short-Term Fund are governed by ORS
294.135, Oregon Investment Council, and portfolio guidelines issued by the Oregon Short-Term Fund Board.
Investment in the LGIP is neither insured nor guaranteed by the FDIC or any other government agency.
Although the LGIP seeks to maintain the value of share investments at $1.00 per share, it is possible to lose
money by investing in the pool.

In addition, the Oregon State Treasury LGIP distributes investment income on an amortized cost basis and
participants’ equity in the pool is determined by the amount of participant deposits, adjusted for withdrawals
and distributed income. Accordingly, the adjustment to fair value would not represent an expendable increase
in the District’s cash position.

Investments in the Oregon State Treasury LGIP are made under the provisions of ORS 194.180. These
funds are held in the District's name and are not subject to collateralization requirements of ORS 295.015.
Investments are stated at amortized cost, which approximated fair value.

State of Oregon statutes restrict the types of investments in which the District may invest. Authorized
investments include obligations of the United States Government and its agencies, certain bonded obligations
of Oregon municipalities, bank repurchase agreements, bankers’ acceptances, time certificates of deposit,
certain commercial paper, and the State of Oregon Treasurer’s Local Government Investment Pool. As of
June 30, 2018, and for the year then ended, the District was in compliance with the aforementioned State of
Oregon statutes.

Credit Risk

State Statutes authorize the District to invest primarily in general obligations of the U.S. Government and its
agencies, certain bonded obligations of Oregon municipalities, bank repurchase agreements, banker’s
acceptances, certain commercial papers, and the State Treasurer’s Investment Pool, among others. The
District has no formal investment policy that further restricts its investment choices.

Concentration of Credit Risk

The District is required to provide information about the concentration of credit risk associated with its
investments in one issuer that represents 5 percent or more of the total investments, excluding investments in
external investment pools or those issued and explicitly guaranteed by the U.S. Government. The District has
no such investments.

Interest Rate Risk

The District has no formal investment policy that explicitly limits investment maturities as a means of
managing its exposure to fair value loss arising from increasing interest rates.
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 2 - Cash and Investments (continued)

Disclosures about Fair Value of Assets

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Fair value measurements must maximize
the use of observable inputs and minimize the use of unobservable inputs. There is a hierarchy of three levels
of inputs that may be used to measure fair value:

Level 1 - Unadjusted inputs using quoted prices in active markets for identical investments.
Level 2 - Other significant observable inputs other than level 1 prices, including, but are not limited to, quoted
prices for similar investments, inputs other than quoted prices that are observable for investments (such as

interest rates, prepayment speeds, credit risk, etc.) or other market corroborated inputs.

Level 3 - Significant inputs based on the best information available in the circumstances, to the extent
observable inputs are not available.

Amortized Cost

Measurement
Investments Measured Totals at Not Measured
at Fair Value: June 30, 2019 Level One Level Two Level Three at Fair Value
Local Government
Investment Pool $ 3,350,116 $ - $ - $ - $ 3,350,116
Certificates of deposit 36,600 - 36,600 - -
$ 3,386,716 $ - $ 36,600 $ - $ 3,350,116
At June 30, 2019, the District’s investments had the following maturities:
Investments Investment Maturities
Less than
1year 1-5years 6-10 years
Local Government
Investment Pool $ 3,350,116 $ 3,350,116 $ - $ -
Certificates of deposit 36,600 22,000 - 14,600
$ 3,386,716 $ 3,372,116 $ - $ 14,600
Note 3 - Receivables
At June 30, 2019, the District’s receivables are comprised of the following:
Property Taxes Grants/Other Total
General Fund $ 242,792 $ 1,015 $ 243,807
Special Revenue Fund - 191,311 191,311
Debt Senice Fund 41,541 - 41,541

$ 284,333 $ 192,326 $ 476,659
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 4 - Capital Assets

The changes in capital assets for the year ended June 30, 2019, are as follows:

Balance Transfers/ Balance
June 30, 2018 Additions Deletions June 30, 2019

Capital assets not being depreciated

Land $ 286,801 $ - $ - % 286,801

Construction in progress 788,928 - (788,928) -
Total capital assets not being depreciated 1,075,729 - (788,928) 286,801
Capital assets being depreciated

Buildings and improvements 14,942,591 2,141,535 654,355 17,738,481

Vehicles and equipment 168,886 - - 168,886
Total capital assets being depreciated 15,111,477 2,141,535 654,355 17,907,367
Less accumalated depreciation for:

Buildings and improvements (7,857,298) (434,173) 49,976 (8,241,495)

Vehicles and equipment (124,880) (8,032) - (132,912)
Total accumulated depreciation (7,982,178) (442,205) 49,976 (8,374,407)
Total capital assets (net)

Land $ 286,801 $ - $ - % 286,801

CIP 788,928 - (788,928) -

Buildings and improvements 7,085,293 1,707,362 704,331 9,496,986

Vehicles and Equipment 44,006 (8,032) - 35,974
Total capital assets (net) $ 8205028 $ 1,699,330 $ (84,597) $ 9,819,761

Depreciation expense for the fiscal year was $442,205 and was allocated to the various functions as follows:

Instruction $ 252,057
Supporting Senvices 176,882
Community Senices 13,266
Total $ 442,205
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JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 5 - Interfund Transfers

Inter-fund transfers for the year ended June 30, 2019 are as follows:

Transfers In Transfers Out
General Fund $ - $ 367,500
Special Revenue Fund 367,500 -
Total Transfers $ 367,500 $ 367,500

The District made transfers from the General Fund for the purpose of funding the maintenance expenses of
the Special Revenue Fund.

Note 6 - Leases

Operating Leases

The District leases facilities and equipment under non-cancelable operating leases. Total costs for such
leases were $32,079 for the year ended June 30, 2019. The future minimum lease payments for these leases
are as follows:

Year Ending June 30,

2020 $ 38,062
2021 30,233
2022 29,014
2023 3,120
2024 2,340

$ 102,768

Note 7 - Unavailable/Unearned Revenues

Governmental funds report deferred inflows of resources in connection with receivables that are not
considered to be available to liquidate liabilities of the current period. Amounts received in advance of the
period in which services are performed are recorded in unearned revenue. At June 30, 2019, the various
components of unavailable and unearned revenue included in the governmental funds’ Balance Sheet consist
of the following:

Unavailable Unearned Total

General Fund

Property taxes $ 193,162 $ - 3 193,162
Special Revenue Fund

Grants - 68,536 68,536
Debt Senice

Property taxes 33,049 - 33,049
Total $ 226,211 % 68,536 $ 294,747
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Note 8 - Long-Term Debt

On August 3, 2017, the District issued a $3,335,000 General Obligation Bond. The purpose of the bond is to
finance the upgrade of HVAC systems, address deferred maintenance, energy savings upgrades, and
improvements to comply with ADA requirements. The agreement contains a provision that in an event of
default, the Bank may exercise any remedy available at law, however the payments are not subject to
acceleration. In addition, while the event of default is continuing, the interest rate will increase by 1.50%.

Principal payments are due annually on June 15 for six years, ending in fiscal year 2023. Interest is fixed at
1.94% and is paid semi-annually, in June and December. For the year ended June 30, 2019, interest
charged to expense was $55,129.

The changes in bond principal for the year ended June 30, 2019 is as follows:

Outstanding Matured Outstanding
July 1, and June 30, Due in
2018 Issued Redeemed 2019 One Year
General Obligation Bonds
2017 Series (direct placement) $ 2,846,236 $ - $ (509,184) $ 2,337,052 $ 539,262

Annual debt service requirements associated with the bond are as follows:

Year Ended
June 30, Principal Interest
2020 $ 539,262 $ 45,339
2021 570,581 34,877
2022 599,985 23,808
2023 627,224 12,168

$ 2,337,052 $ 116,192

Note 9 - Post-Employment Health Care Benefits (OPEB)

The District has two separate other post-employment benefits (OPEB) plans. The District provides a single
employer defined benefit health care plan to staff that were hired before July 1, 2005 and the District
contributes to the State of Oregon’s PERS cost-sharing multiple employer defined benefit plan.

Single-Employer Defined Benefit Health Care Plan

Plan Description

The District maintains a single-employer defined benefit OPEB plan that provides explicit and implicit post-
employment health benefits to eligible retirees and their dependents.

For implicit medical benefits, the District’'s post-retirement healthcare plan was established in accordance with
Oregon Revised Statutes (ORS) 243.03, which requires that all eligible retirees and their dependents under
age 65 are allowed to receive the same health care coverage as active employees. Employees must retire
from active service while eligible for a pension benefit payable immediately under Oregon PERS. The explicit
subsidy is measured as the expected health care cost per retired dependent, less the gross premiums
charged for that coverage. The subsidy is only measured for retirees and spouses younger than age 65, at
which point such retirees and spouses typically become eligible for Medicare.
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Note 9 - Post-Employment Health Care Benefits (OPEB) (continued)

Generally, for explicit medical benefits, the program covers retirees under the following eligibility criteria:
Confidential and Administrative Employees hired before September 1, 1998 retiring with at least 8 years of
service, Certified Employees hired before April, 1 1999 and retiring with at least 15 years of service, and full-
time Classified Employees hired before July 1, 2005 and retiring with at least 20 years of service. The
coverage is paid for seven years or until Medicare eligibility, whichever comes first. No assets are
accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement 75.

Administrative and Confidential employees, as well as Certified Employees hired prior to July 1, 1995 receive
100% coverage for District-paid family medical, dental, and vision insurance. Certified Employees hired
between July 1, 1995 and April 1, 1999, are subject to the District contribution cap of $495 for employee or
$1,646 for family benefits for the fiscal year ended June 30, 2019. These caps are expected to inflate in future
years. Classified Employees received a monthly benefit of $225 toward payment of health care premiums.

For confidential employees hired prior to September 1, 1998, and retiring with at least 8 years of service, the
District will pay for term life insurance coverage in the amount the retiree was receiving prior to retirement
(generally $50,000). These benefits continue for a maximum of 7 years and will cease at age 65.

Funding Policy

The benefits from the single-employer defined benefit OPEB plan are paid by the District based on bargaining
agreement language and contributions by employees are also required. The plan is not accounted for in a
pension trust fund; therefore, designated funds are not legally restricted to pay future benefits. The benefits
from the healthcare plan established in accordance with ORS 243.303 are paid by the retired employees on a
self-pay basis and the required contribution is based on projected pay-as-you go financing requirements.
There is no obligation on the part of the District to fund these benefits in advance. The District did not
establish an irrevocable trust (or equivalent arrangement) to account for the plan. The amount paid by the
District for the benefit for the year ended June 30, 2019 was $92,441.

Employees Covered by Benefit Terms
The explicit benefit for the single-employer defined benefit OPEB plan was ceased to all employees hired

subsequent to July 1, 2005. As a result, the total plan members receiving the explicit benefit will decrease
over time. At June 30, 2019, the following employees were covered by the explicit benefit terms:

Active plan members 92
Inactive employees or beneficiaries currently receiving benefit payments 11
Spouses entitled to but not yet receiving benefit payments 3

106

Total OPEB Liability

The districts total OPEB liability of $1,035,050 was measured as of June 30, 2018, and was determined by an
actuarial valuation date as of July 1, 2017.

20



JACKSON COUNTY SCHOOL DISTRICT NO. 35
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019

Note 9 - Post-Employment Health Care Benefits (OPEB) (continued)

Actuarial Assumptions and Other Inputs

The total OPEB liability in the actuarial valuation was determined using the following actuarial assumptions
and other inputs, applied to all periods included in the measurement, unless otherwise specified:

Input

Assumption

Actuarial Cost Method
Interest Rate Utilized for Discounting
Health Care Cost Trend
General Inflation

Annual Salary Increases
Future Stipend Increases
Future Life Insurance
Mortality Rates
Withdrawal

Retirement

Excluded Employees

Past PERS Service
Future PERS Service

Future Retiree Coverage

Payment of Benefits
Lapse Rate

Spouse Age

Entry age normal, level percent of salary

3.87% for year ended 2018. Amounts reflect 20-year GO Bond Index

Between 4.00% and 6.25% annually

2.50% per year

3.50% per year

Maximum stipend amounts were notassumed to increase in future years.

Life insurance coverage amounts were notassumed to increase in future years.

RP-2014 Employee and Healthy Annuitant tables

Based upon OPERS assumption, annual rates are based on gender and duration of employment.

Based upon OPERS assumption, annual rates are based on age, Tier / OPSRP, and duration of service.
Part-time employees not eligible to participate in OPERS or not eligible for health care benefits were generally
excluded from valuation.

PERS service as of the valuation date was generally estimated based upon information provided by the District
Projected PERS service for retirement eligibility is generallyassumed to accrue at a rate of 1.0 per year until
retirement.

100% of active members eligible for District-paid health coverage are assumed to elect coverage upon
retirement until age 65. 80% of these members are also assumed to elect spouse coverage.

Stipend Benefits were assumed to be paid as cash, and therefore subject to an additional 7.65% FICA tax.
Retirees for whom the District will never pay any portion of the health care premiums are assumed to have a
5% probability of lapsing (dropping) coverage per year.

Female spouses are assumed to be two years younger than male spouses. Male spouses were assumed to
be two years older than their female spouses.

Changes in the Total OPEB Liability

OPEB Liability at June 30, 2018  $ 1,120,374
Changes for the year:

Senvice cost 45,412

Interest 38,936

Assumptions or other input (11,892)

Benefit payments (157,780)

OPEB Liability at June 30, 2019  $ 1,035,050

OPEB Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources

For the year ended June 30, 2019, the District recognized a reduction of OPEB expense of $101,318.

Deferred Inflows
of Resources

Deferred Outflows
of Resources

Difference between expected and actual experience $ - $ -
Changes of assumptions or other input - 30,519
Contributions subsequent to measurement date 177,565 -
Total $ 177,565 $ 30,519
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Note 9 - Post-Employment Health Care Benefits (OPEB) (continued)

Amounts reported as deferred outflows of resources and deferred inflows of resources (prior to post-
measurement contributions) related to OPEBs will be recognized in OPEB expense as follows:

Year Deferred
Ended Outflow/(Inflow)
June 30, of Resources
2020 $ (8,101)
2021 (8,101)
2022 (8,101)
2023 (5,134)
2024 (1,082)
Total $ (30,519)

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the District, as well as what the District’s total OPEB liability
would be if it were calculated using a discount rate that is 1% lower or 1% higher than the current discount
rate:

1% Decrease Current Discount 1% Increase
(2.87%) Rate (3.87%) (4.87%)
Total OPEB Liability $ 1,076,638 $ 1,035,050 $ 995,028

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates

The following presents the total OPEB liability of the District, as well as what the District’s total OPEB liability
would be if it were calculated using healthcare cost trend rates that are 1% lower or 1% higher than the
current healthcare cost trend rates:

1% Decrease Current Trend Rate 1% Increase

5.75% Graded 6.75% Graded 7.75% Graded

Down to 3.00% Down to 4.00% Down to 5.00%
Total OPEB Liability $ 986,229 $ 1,035,050 $ 1,089,015
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Note 9 - Post-Employment Health Care Benefits (OPEB) (continued)

Changes in Assumptions and Methods
A summary of key changes implemented since the October 15, 2015 valuation are noted below:

e Entry Age Actuarial Cost Method calculations were changed from a level dollar allocation to a level
percentage of pay allocation, where salaries were expected to increase 3.5% per year.

e Discount rates were updated to reflect the requirements of GASB 73 and 75 as well as economic
conditions as of the measurement date.

e Expected claims and premiums were updated to reflect changes in available benefits and premium
levels. Expected retiree and dependent costs were updated to reflect current health cost guidelines.

e Health care cost trend was revised to reflect recent economic conditions, and is based on a model
circulated by the Society of Actuaries.

o Retirees for whom the District will never pay any portion of the health care premiums increased to
assume a 5% (up from 4%) probability of lapsing coverage during the year.

e Mortality, retirement, and withdrawal rates were updated to reflect assumptions used in the Oregon
December 31, 2016 Actuarial Valuation.

Retirement Health Insurance Account (RHIA)

Plan Description

As a member of Oregon Public Employees Retirement System (OPERS), the District contributes to the
Retirement Health Insurance Account (RHIA) for each of its eligible employees. RHIA is a cost-sharing
multiple-employer defined benefit other post-employment benefit plan administered by OPERS. RHIA pays a
monthly contribution toward the cost of Medicare compani