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Charles Heaven & Co.
Certified Public Accountants

Waterbury, Connecticut

[NDEPENDENT AUDITOR’S REPORT

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

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 fttnd information of Shepaug Valley Regional School District #12, as of and
for the year ended June 30. 2024, and the related notes to the financial statements, which collectively
comprise Shepaug Valley Regional School District #l2s basic financial statements as listed in the table of
contents.

In our opinion, thc financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of Shepaug Valley Regional School District #12 as of June 30, 2024, and the respcctive
changes in financial position for the year then ended in accordance with accounting principles gencrally
accepted in the United States of America -

Basis fhr Opinions

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 Goi’c’ninient 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
repoit. We are required to be independent of Sliepaug Valley Regional School District #12 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.

Responsibilities ofManagement for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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 fl-ce from material misstatement, whether due to fraud or
eiror.

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 Shepaug Valley Regional School
District #12’s ability to continue as a going concern for twelve months beyond the financial statement
date, induding any currently known information that may raise substantial doubt shortly thereafter.
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Auditor’s Responsibilitiesfor 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 generally accepted auditing
standards 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.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• 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.

• 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 Shepaug Valley Regional School District #12’s internal control.
Accordingly, no such opinion is expressed.

• 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.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Shepaug Valley Regional School District #12’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
plaimed 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 on pages 4 through 11, budgetary comparison infonnation on pages 50 through
51, supplementary pension information on pages 52, 54, 56, 57, and supplementary OPEB information on
pages 53 and 55, 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.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Shepaug Valley Regional School District #12’s basic financial statements. The accompanying
combining and individual nonmajor fund financial statements, and supplemental schedules, schedule of
expenditures of State financial assistance, required by the State Single Audit Act,, and schedule of
expenditures of Federal awards, as required by Title 2 U.S. Code ofFederal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements/br Federal Awards, 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 arid relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The 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 infonnation directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining and individual
nonmajor fund financial statements and supplemental schedules, the schedule of expenditures of State
financial assistance, and the schedule of expenditures of Federal awards, are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Governnient Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 26,
2025, on our consideration of Shepaug Valley Regional School District #12’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of Shepaug Valley Regional School District
#12’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 Shepaug Valley Regional
School District #12s internal control over financial reporting and compliance.

Q’wAea ‘N £veii

CHARLES HEAVEN & Co.
Waterbury, Connecticut

February 26, 2025
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

Introduction

This discussion and analysis of the financial performance of Shepaug Valley Regional School District #12
(the “District”) are to provide the reader a narrative review of the highlights of the financial activities of the
District for the year ended June 30, 2024. This review considers the performance of the District as a whole,
and not as individual schools or programs. Information contained in this section is explained in more detail in
the financial statements and notes to the financial statements and any accompanying material. Readers are
encouraged to review the financial statements and accompanying notes for an enhanced understanding of the
District’s overall performance.

The Management’s Discussion and Analysis (MO&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial Statements —

and Management’s Discussion and Analysis
— for State and Local Governments, issued June 1999; the GASB

Statement No. 37. Basic Financial Statement — and Management Discussion and Analysis — for State and
Local Governments: Omnibus, an amendment to GASB Statement No. 21 and No. 34, issued in June 2001.
Presentation of certain comparative information between the current and the prior year is required.

The District serves the towns of Bridgewater, Roxbury and Washington. Connecticut and operates three
elementary schools, as well as a combined middle-high school. The elementary schools are The Bumham
School located in Bridgewater, Booth Free School located in Roxbury, and Washington Primary School
located in Washington Depot. The Shepaug Valley School is the combined middle-high school for grades
sixth through twelve and is located in Washington. The Agriscience Academy at Shepaug Valley School
receives students from the towns of Bethel, Brookfield, Danbury, New Fairfield, New Milford, Newtown and
Sherman. The District’s prekindergarten program, REACH, is housed within Washington Primary School.
Student Enrollment as of October 1,2023 is as follows:

Pre-Kindergarten & Kindergarten 70 students
Elementary, Grades I through 5 226 students
Middle School, Grades 6 through 8 146 students
High School, Grades 9 through 12 355 students
TOTAL ENROLLMENT 797 students

The student population included 227 non-resident students: 109 Agriscience students from the seven sending
towns, 40 students from the Town of Sherman, 11 staff members’ children and 67 students from other area
towns. Overall student enrol]ment decreased by seven students from the 2022-2023 District enrollment of
804.

Financial ffiphli2hts

• On a government-wide basis, the District’s assets and deferred outflows of resources of $41,051,580
at June 30, 2024 exceed the sum of its liabilities and deferred inflows of resources of$15,831,145,
resulting in net position of $25,220,435. Of this amount, $22,843,543 was invested in capital assets,
net of its related debt, S4,069,392 was restricted, and -$1.692.500 is unrestricted.

• On a fund basis, the District’s governmental hinds report ending hind balances of S4,780,749, a
decrease of $70,440 from last fiscal year. The total fund balance of the General Fund ofSl,874,078
represented 39% of total fund balance.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

The final expenditure budget was set at $26,295,467. The final budget provided for the addition of
$73,449 to fund balance to finance approved appropriations. Actual revenues were $567,206 greater
than budgetary projections, expenditures and other financial uses were $96,192 less than budgetary
projections, resulting in a positive budgetary variance of $663,398, and an actual increase of fund
balance of $736,847.

Overview of Financial Statements

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

The financial statements also include notes that explain information in the statements and provide more
detailed data, followed by a section of required supplementary information that further explains and supports
the financial statements.

Government-Wide Statements

The government-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net position includes all of the District’s
assets and liabilities. All the current year’s revenues and expenses are accounted for in the statement of
activities regardless of when cash is received or paid.

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

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

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s most significant funds on
a per fund basis, rather than information regarding the District as a whole. The District uses funds to keep
track of specific sources of funding and spending for particular programs. Some funds are required to be
established by state law or by bond covenants. The Board of Education establishes other hinds to control and
manage resources for particular purposes and to show that the District is meeting legal responsibilities for
using certain revenues.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

The District has two kinds of funds, governmental funds and fiduciary funds. Governmental funds track the
basic educational and operational services of the District through the use of cash and other financial assets
that can readily be converted to cash. Fiduciary funds are funds for which the District is the trustee (or
fiduciary), for assets that belong to others. The pension trust fund is an example of a District fiduciary fund.
The District is responsible for ensuring the assets reported in these funds are used only for their intended
purposes, and by those to whom the assets belong. The pension trust fund is excluded from the District
financial statements because the assets in the fiduciary funds cannot be used to finance District operations.

Financial Analysis of the District as a Whole

The total net position of the District on June 30, 2024 is $25,220,435 which is an increase of $388,430 over
prior year’s net position of $24.832,005. This increase is mainbi due to revenue from pailicipating towns and
charges for services in the form of tuition.

The district net position is as follows:

June 30, 2024 June 30, 2023
Assets
Cash, cash equivalents, and investments $4,854,962 $5,109,831
Due from State of Connecticut 70,209
Prepaid expenses 267,332 293,702
Capital assets, net of accumulated depreciation 34,968,543 S4427
Total Assets 40,090,837 41,318,569

Total Deferred Outflow of Resources 960,743 1,391,554

Liabilities
Accounts payable and other accruals 417,961 704,680
Unearned revenue 52,420 91,880
Long-tcm debt 14,694,959 16,486,440
Total Liabilities 15,165,340 17,283,000

Total Deferred Inflow of Resources 665,805 595,118

Net Position
Invested in capital assets, net of related debt 22.843,543 22,569,827
Restricted 4,069,392 3,833,992
Unrestricted (1.692,500) (1,571,814)

Total Net Position $ 25.220.435 $ 24.832.005

alAssets

The District continues to do an annual physical inventory of assets for all facilities, the results of which are
incorporated into the accompanying financial statements. Assets are accounted for in conformance with
GASB 34, with capitalization of depreciable assets at a $10,000 threshold.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

The District’s investment in capital assets for its governmental activities as of June 30, 2024 totaled
S34.968,543 (net of accumulated depreciation), as detailed below. This investment in capital assets includes
land and land improvements, buildings and improvements, leasehold improvements, and furniture and
equipment. The net decrease in the DistricUs investment in capital assets is attributable to depreciation
expense of $1,228,512 in excess of additions of $352,228. Major additions include: finalization of the
maintenance garage, new heating coil, mini split AC. dishwasher, technical switches, Sugar Shack, and more.

June 30, 2024 June 30, 2023

Land and land improvements S 152,512 S 152,512
Building, improvements, and leasehold 34,187,468 35,187,701
improvements
Furniture and equipnient 628,563 504.614

Total Net Capital Assets $ 3&K44.827

Long-Term Debt

At the end of the current fiscal year, the District had tota] bonded debt outstanding of $12,125,000, all of
which is backed by the full faith and credit of the District and its member towns of Bridgewater, Roxbury,
and Washington.

Other long terni debt includes: (1) compensated absences & other leave benefits, (2) net OPEB liability, and
(3) net pension liability. The post-retirement benefit obligation of the District is $1,841,849 on June 30, 2024.
This calculation is based on the demographic information of certified teachers who retire under the State
Teacher Retirement system but are able to purchase medical insurance through the District’s group medical
plan. No actual cash payment is required for the actuarial computed value of the post-retirement benefit as all
premiums are paid by the retiree, with no cost to the District.

Changes in Net Position

An analysis of significant changes in activity from the prior year is as follows:

• Charges for services increased by $163,694. The increase is mostly attributable to increased tuition
income.

• Operating grants and contributions decreased by $415,466. The decrease is mainly related to
increased AgriScience and State special education grant hinds netted with decreased changes in
Teachers Retirement Board pension and OPEB contributions.

• Participating Town revenue increased by $1,803,854, as approved by the participating Towns.

• The District’s expenses predominantly related to educating and caring for students are $21,957,032 or
72% of the total expenses. This consists of instructional services, support services, and transportation
costs. This increased by $2,232,474 from prior year’s total of $19,724,558. The increase is mostly
attributable to increased costs related to: salaries, instructional programs, administrative, plant
operation & capital outlay costs.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

Employee benefits decreased by $631,829 because of changes in the actuarial calculated net pension
liabilities and net OPEB liabilities. The employer pension/OPEB expense and revenue recognized in
the financials is $3,068,612.

The following is a summary of the changes in net position for the year ended June 30, 2024 for governmental
activities of the District.

June 30. 2024 jçQ,2023
Program Revenue
Charges for Services $ 2,203,870 $ 2,040,176
Operating Grants & Contributions 4,693,018 5,108,484
Capital Grants & Contributions 43,804 10,137
Genera/ Revenue
Participating Towns 23,596,404 21,792,550
Investment and Miscellaneous Income 154,628 151,788
Total Revenue 30,691,724 29,103,135

Program Expenses
Instructional Services 14,095,357 12,827,715
Support Services 6,548,153 5,540,653
Employee Benefits — unallocated 6,764,631 7,396,460
Transportation 1.313,522 1,356,190
Debt Service 450,819 429,433
Depreciation — unallocated j,jQ$.12 1,053.263
Total Expenses 30,303,294 28,603,714

Change in Wet Position 388,430 499,421
Net Position — Beginning of Year 24.832,005 24,332.584
Net Position — End of Year

Governmental Activities

The net cost of all governmental activities is $23,362,602, summarized as follows:

June 30. 2024 June 30. 2023

Instructional services $ 10,667,596 $ 9,827,165
Supporting services 6,201,923 5,332,178
Employee Benefits 3,688,319 3,542,856
Transportation 1,223,133 1,260,022
Debt Service 450,819 429,433
Depreciation 1,130.812 1.053.263
Total S 23.362.602 S2L444.917
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

Financial Analysis of the District’s Funds

The financial performance of the District, as reported in more detail, is reflected in its governmental funds. As
the District completed the year, its governmental hinds reported a combined fund balance of $4,780,749
which compares to last year’s ending fund balance of 54,85 1,189. This was a decrease in the hind balance of
570,440.

The fund balance in the General Fund increased $79,650. Revenue from participating towns and
intergovenmiental revenue increased more than the increase in total expenditures.

The fund balance in the Debt Service Fund increased by $221,963 with operating transfers into the Fund more
than interest and capital outlay costs.

The fund balance in the Capital Reserve Fund increased $45,423, with investment income more than capital
outlay costs.

The fund balance in the Capital Project Elementary Repair Fund increased $40.35 1, with operating transfers
into the Fund more than pLant operation & maintenance costs.

The fund balance in the Capital Project Fund decreased by $500,034. This is mostly related to refinancing
and paying down 5500,000 on the general obligation bonds.

The fund balance in the Non-major Funds increased by $42,207. Most of the increase is related to increased
student tuition in the REACH program with REACH expenditures recorded in the General Fund.

General Fund Bud2etary Expenditure Highlights

A schedule of the District’s original and final budget amounts compared with actual revenues and expenses
are provided in the supplemental section of Ihe accompanying financial statements. General Fund
expenditures for the fiscal year ended June 30, 2024 total $26,295,467 or 99.63% of the budget of
$26,391,659 which is $96,192 less than budgeted. This includes the transfer of $1,344,314 to the Debt Service
Fund, transfer of $100,000 to the Elementary School Repair Fund, and a transfer of $527,833 to the Reserve
Fund for Educational Expenditures.

Personnel Services and Employee Benefits — At year end, these accounts are under budget by $752,592.
Salary costs were lower than budgeted as certain staffing positions remained vacant as staffing shortages were
prevalent with per diem substitutes occupying positions regularly filled by salaried staff members.
Additionally, the District realized less of an increase than anticipated in health benefit premiums.

Purchased Professional & Technical Services — At year end, these accounts are over budget by $1,263.

Purchased Property Services — At year end, these accounts are over budget by $133,847, mostly related to
increased building repairs/upkeep and outdoor grounds expenditures.

Other Purchased Services — At year end, these accounts are tinder budget by S 191,959, mostly related to
decreased transportation costs.

Supplies — At year end, these accounts were over budget by $261,892, mostly related to increased fuel costs.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

Property & Programs
— At year end, these accounts are underbudget by $56,098 mainly as a result of

decreased capital outlay and equipment costs.

Dues & Fees / Debt & Miscellaneous
— At year end, these accounts are under budget S20,378.

Transfers to Other Funds —

• The District transfers funds from the General Fund to the Debt Service Fund to finance general
obligation bonds. The transfer was $1,344,314.

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

• The Connecticut General Statutes provide that a Regional Board of Education may transfer up to 2%
of the Board’s approved budget appropriation to a reserve fund for educational expenditures. The
Board of Education voted to transfer 2% or $527,833 to this fund. The balance in the fund can be
used for educational expenditures and is included in the General Fund unassigned fund balance.
Previously, this 2% transfer was to the Capital Reserve Fund, per State Statutes.

Economic Factors and Future Budgets

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

The construction project for the Agriscience Academy and renovated science labs is complete. The District
finalized arid submitted all necessary materials to the state of Connecticut. In December of 2024, that state
approved the final payment of the construction grant arid the District retired 53.500,000 in debt and $500,000
in interlund loans related thereto. In January of 2025, the state finalized the audit of the science lab project,
releasing an additional 5248,249 to the District. The state has not yet started the audit of the Agriscience
Academy.

The District continues to maintain a waitlist of non-resident students seeking enrollment in our schools on a
private-pay basis. The Agriscience program also maintains a waitlist and expects to enroll 191 students for
school year 25-26. The 191 students are comprised of both resident and non-resident students from our seven
sending towns.

The Board of Education formed the Intermunicipal Elementary Advisory Conunittee comprised of Board
members, town officials and representatives, and District administrators to evaluate the elementary school
buildings in each town and make recommendations to the Board of Education on how to best proceed to
maintain the buildings in future years.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2024

Requests for Information

This financial report is made to provide our regional coimnunity, taxpayers, staff, parents, students, investors,
creditors and other interested parties with a general overview of the finances of the District, and to
demonstrate the District’s accountability for the money it receives. If you have questions about this report, or
need additional financial information, please contact the Nicole Grant, Director of Finance, Regional School
District #12 at (860) 368-6100.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxhury and Washington

Statement of Net Position
June 30, 2024 Governmental

Activities
Assets:

Cash and cash equivalents S 4,330,543
Prepaid expenses 267,332
Noncurrent assets:

Investment 524,419
Capital assets - net of accumulated depreciation 34,968,543

Total Assets 40,090,837

Deferred Outflows of Resources:
Differences between expected and actual experience - pension 142,180
Changes of assumptions - pension 340,151
Changes of assumptions - OPER 478,412

Total Deferred Outflows of Resources 960,743

Liabilities:

Accounts payable 238,780
Accrued interest 128,836
Accrued payroll. payroll taxes, and benefits 50.345
Unearned revenue 52,420

Noncurrent liabilities:

Due within one year $85,000

Due in more than one year 13.809.959

Total Liabilities 15,165,340

Deferred Inflows of Resources:

Net difference between pi-ojected and actual earnings on plan investments - pension 37,452
Differences between expected and actual experience - OPEB 628,353

Total Deferred Inflows of Resources 665,805

Net Position:

Net investment in capital assets 22,843,543

Restricted

Member towns 736,847

Technology - USF fund 48.605

Scholarships 252,091

Capital non-recurring expenditures 2,412,891

Elementary Repair Fund 301,930

Federal and State grants 4,701

PreSchool 312,327

Unrestricted (1,692,500)

Total Net Position $ 25,220,435

The accompanying notes are an integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington
Reconciliation of the Balance Sheet of Governmental Fnnds to the Statement of Net Position
June 30, 2024

Total fund balances for governmental funds $ 4,780,749

Total net position reported for governmental activities in the statement of

net position is different because:

Capital assets used in governmental funds are not financial resources and, therefore,
are not reported in the funds. Capital assets, net of accumulated depreciation. 34968,543

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

Deferred outflows of resources:
Differences between expected and actual experience - pension S 142,180
Changes of assumptions - pension 340,151
Changes of assumptions - OPEB 478,412 960,743

L.ong-term liabilities and deferred inflows of resources that pertain to governmental
funds, including bonds payable, are not due and payable in the current period and,
therefore, are not reported as fund liabilities. All liabilities - both current and long-term,
are reported in the statement of net position. Balances at year-end are:

Deferred inflows of resources:
Net difference between projected and actual earnings on plan investments - pensi S (37,452)
Differences between expected and actual experience - OPEB (628,353)

Net pension liability (612,323)
Accrued interest (128,836)
Bonds payable (12,125,000)
Compensated absences and other leave benefits (115,787)
Net OPEB liability (1.841,849) (15,489.600)

Total net position of governmental activities S 25,220,435

The accompanying notes are in integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities
Year Ended June 30, 2024

Net change in fund balances-total governmental funds S (70440)

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

Governmental funds report capital outlays as expenditures. However, in the statement

of activities. the costs of those assets are allocated over their estimated useful lives and

reported as depreciation expense. The amount by which capital outlays exceed depreciation

in the current period is as follows:

Capital outlays $ 352.228

Deprecialion expense (1,228,5]2) (876.284)

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

as other financing sources. The repayment of bond principal is reported as an expenditure.

In the statement of nel position, however, issuing debt increases long-Ierni liabilities and

does not affect the statement of activities. The repayment of principal reduces the

liability; interest expense is recognized as it accrues, regardless of when it is due.

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

related items is as follows:

Proceeds of general obligation bonds & notes $ (3,500,000)

Repayment of bond principal 4,650,000

Interest expense - general obligation bonds 45,171 1,195,171

Deferred outflows and inflows of resources resulting from changes in the components

of the pension and OPEB liabilities are amortized as a component of expenses in the

statement of aclivities (501,498)

Some (expenses) revenues reported in the statement of activities do not provide

(use) current financial resources, and therefore, are not reported in the

governmental funds:

Change in net OPEB liability $ 10,184

Change in compensated absences and termination benefits 4,078

Change in net pension liability 627,219 641,481

Change in net position of governmental activities S 388,430

The accompanying notes are in integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington
Statement of Fiduciary Net Position - Fiduciary Fund
June 30, 2024

Pension
Trust Fund

Assets:
Cash and cash equivalents $ 513,428
Investments 8,225,649

Total Assets 8,739,077

Net Position:
Held in trust for pension benefits 8,739,077

Total Net Position $ 8,739,077

The accompanying notes are an integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxhury and Washington
Statement of Changes in Fiduciary Net Position - Fiduciary Fund
Year ended June 30, 2024

Pension
Trust Fund

Additions:
Employer contributions $ 538,258
Investment income:

Net decrease in the fair value of investments 707,965
Interest and dividends 210,567

Total Investment Income 918,532
Less: Investment management fees 36,557

Net investment income 881,975
Total Additions 1,420,233

Deductions:
Pension benefits 488,055

Change in Net Position 932,178

Net Position - Beginning of Year 7,806,899

Net Position - End of Year $ 8,739,077

The accompanying notes are an integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

Note “1”- Summary of Significant Accounting Policies:

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

A. Financial Reporting Entity:

The School District constitutes an on-going entity established by an act of the state legislature that
designated the School Board of Education as the governing authority. Members of the Board of
Education are elected by the public and have responsibilities over all activities related to public
elementary and secondary school education. The Board is not included in any other govermnental
‘reporting entity” since the Board members are elected by the public and have governing authority.
Governing authority includes the power to designate management, the responsibility to significantly
influence operations, and primary accountability for fiscal matters. The Board of Education receives
local, state, and federal funding, and must therefore comply with various requirements of these
funding source entities.

The basic financial statements of Shepaug Valley Regional School District #12 include only the funds
of the District as no component units exist based on operational or financial relationships with the
District.

B. Government-wide and Fund Financial Statements

Government-wide Financial Statements:

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the District. As a general rule, the
effect of interfund activity has been eliminated from the government-wide financial statements.
Governmental activities are normally supported by participating town assessments, intergovernmental
revenues, and revenues from local sources.

The statement of activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include: 1) charges to other governments or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a particular
function. Payments from participating District Towns and other items not properly included among
program revenues are reported as general revenues.

Fund Financial Statements:

Separate financial statements are provided for governmental funds, including fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Fund financial
statements report detailed information about the District’s funds. The emphasis of fund financial
statements is on major governmental funds. Each major governmental fund is displayed in a separate
column and all remaining governmental funds are aggregated and reported as nonmajor funds.
Individual fund data for each of these nonmajor governmental funds is provided in the combining
statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

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

C. Measurement Focus and Basis of Accounting:

Government—wide Financial Statements:

The government-wide statements are prepared using the economic resources measurement focus and
the accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Revenues from the participating towns are recognized as revenues in the year for which
they are due. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider has been met. Therefore, governmental hind financial
statements include a reconciliation with brief explanations to better identify the relationship between
the government-wide statements and the statements for governmental funds.

Fund Financial Statements:

The governmental fund financial statements are reported using the current financial resources
measurement and the modified accrual basis of accounting. Revenues are recognized as soon as they
are both measurable and available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the District considers revenues to be available if they are calculated within 60 days of the end
of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, including lease liabilities, as well as
expenditures related to compensated absences, claims and judgments, and post-employment benefits
are recognized later based on specific accounting ules applicable to each, generally when payment is
due. General capital asset acquisitions, including entering into right to use asset contracts, are
reported as expenditures in governmental funds. Issuance of long-term debt and financing through
leases are reported as other financing sources.

Revenues from participating towns, tuition, and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues in the current
fiscal period. Expenditure-driven grants are recognized as revenue when the qualifying expenditures
have been incurred and all other eligibility requirements have been met, and the amount is either
received or available to be received during the period or within the availability period. All other
revenue items are considered to be measurable and available only when the cash is received by the
District.

The District reports the following major governmental hinds

General Fund: This fund is the District’s general operating fund. It accounts for all financial
resources of the District, except those accounted for in another fund.

Debt Sen’ice Fund: This fund accounts for the accumulation of resources for, and the payment o1
general long-term debt principal, interest, and related costs.

Capital Reserve Fund: This hind accounts for the revenues and expenditures relating to reserves
for capital nonrecurring items.

Capital Project Elementary Repair Fund: This fund accounts for the revenues and expenditures
relating to capital items and repairs made to the three elementary schools.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxhury, and Washington
Notes to Financial Statements
June 30, 2024

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

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

Capital Project Fund: This fund accounts for financial resources to be used for the acquisition or
construction of major capital facilities.

Additionally, the District reports the following fund type:

Pension Tnest Fund: This accounts for the fiduciary activities of the District’s single-employer
public employee retirement system (PIERS).

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide
financial statements.

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position/Fund Balances

Cash and Cash Equivalents and Investnients

The District’s cash and cash equivalents are considered lobe cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.

The Deposit of public hinds is controfled by the Connecticut General Statutes (Section 7-402).
Deposits may be placed with any “qualified public depository” as defined by statute, which has its
main place of business in the Stale of Connecticut.

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

District investments are reported at fair value.

Due from the State vi Connecticut

The amounts due from the State of Connecticut is comprised of grant driven grants with expenditures
incurred not yet reimbursed by the government. The District has not established an allowance for
estimated uncollectible accounts because the receivables are considered fully collectible.

Prepaid Expenses

Prepaid expenses include diesel and fuel costs paid in advance of next year’s expenditure.

Inteijitnd Activity

Flows of cash or goods from one fund to another without a requirement for repayment are reported as
interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental
funds. On fund financial statements, short-term interfund loans are classified as interfund “due
from/to other funds”. These amounts are eliminated in the statement of net position.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxhury, and Washington
Notes to Financial Statemenis
June 30, 2024

Note “1” - Summary of Si2nificant Accountinli Policies (continued):

D. Assets Liabilities. Deferred Outflows/Inflows of Resources and Net Position’fund Balances
(continued):

Capital Assets

Capital assets include land and land improvements, buildings and building improvements, furniture
and equipment, and construction in progress. They are reported in the government-wide statement of
net position. Capital assets are defined by the District as assets with an initial individual cost of more
than $10,000 and an estimated useful life in excess of one year- Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
fair value at the date of donation.

The costs of normal maintenance and repairs that do not add value to the asset or matenally extend the
assets lives are not capitalized. Major outlays for capital assets arid improvements are capitalized as
projects are constructed.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Description Useful Life
Land Not depreciated
Construction in Progress Not depreciated
Land improvements 20 years
Buildings & Improvcments 20 — 50 years
Furniture and Equipment 5 — 10 years

Deferred Ourjlows and Deferred In/Ions ofResources

l’he statement of financial position reports a separate section for deferred outflows of resources.
Deferred outflows of resources represent the consumption of net position that is applicable to a future
reporting period. The District reports deferred outflows of resources related to pension and OPEB.
resuhing from differences between expected and actual experience, changes in assumptions or other
inputs. These amounts are deferred and included in pension and OPEB expense in a systematic and
rational manner over a period equal to the average of the expected remaining service lives of all
employees that are provided with benefits through the plan.

The statement of financial position reports a separate section for deferred inflows of resources.
Deferred inflows of resources are an acquisition of net position that is applicable to a future reporting
period. The District reports deferred inflows of resources related to pension and OPEB. These
amounts are deferred and included in pension and OPEB expense iii a systematic arid rational manner
over a period equal to the average of the expected remaining service lives of all employees that are
provided with benefits through the plan.

Unearned Revenue

Unearned revenues arise when resources are received before the District has legal claim to them, as
when grants are received prior to the issuance of qualifying expendimres. In subsequent periods,
when the District has legal claim to the resource, the unearned revenues arc removed from the balance
sheet and revenue is recognized.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

Note “1” - Summary of Si2nificant Accounting Policies (continued):

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position/Fund Balances
(continued):

Long-Term Debt

In the government-wide financial statements, long-term debt and other long-term obligations, such as
general obligation bonds and notes, compensated absences and other leave benefits, net pension
liability, and net OPEB liability, are reported as liabilities in the govenmwntal activities statement of
net position.

General Obligation Bonds and Notes:

In the government-wide financial statements, long-tenn debt is reported as liabilities in the
statement of net position. Premiums and discounts on long-term debt are deferred and amortized
over the life of the related debt using the effective interest method. Bonds and notes payable are
reported net of the applicable bond premium or discount. Issuance costs are reported as debt
service expenditures.

In the fund financial statements, govermuental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of the debt
is reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources, while discounts are reported as other financing uses. Issuance costs are
reported as debt service expenditures.

Compensated Absences and Other Leave Benefits

Vacation benefits are accrued as a liability as the benefits are earned if the employee’s right to
receive compensation is attributable to services already rendered and it is probable that the
employer will compensate the employee for the benefits through paid time off or some other
means. Sick leave benefits are accrued as a liability using the vesting method.

The liability is based on the sick leave accumulated at June 30 by those employees who are
currently eligible to receive termination payments and those employees for whom it is probable
they will become eligible to receive termination benefits in the future. The criteria for
determining the vacation and sick leave liability is derived from Board policy, negotiated
agreements, and state laws.

Net Pension Liability

The net pension liability is measured as the portion of the actuarial present value of projected
benefits that is attributed to past periods of employee service (total pension liability), net of the
pension plan’s fiduciary net position. The pension plan’s fiduciary net position is determined
using the same valuation methods that are used by the pension plan for purposes of preparing its
statement of fiduciary net position. The net pension liability is measured as of a date
(measurement date) no earlier than the end of the employer’s prior fiscal year, consistently
applied from period to period.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

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

D. Assets, Liabilities, Deferred Outflows/frflows of Resources and Net Position/Fund Balances
(continued):

Net OPEB Liability

The net OPEB (asset) liability is measured as the portion of the present value of projected benefit
payments to be provided to current active and inactive employees that is attributed to those
employees’ past periods of service (total OPEB liability), less the amount of the OPEB plan’s
fiduciary net position. The OPEB plan’s fiduciary net position is determined using the same
valuation methods that are used by the OPEB plan for purposes of preparing its statement of
fiduciary net position. The net OPEB (asset) liability is measured as of a date (measurement date)
no earlier than the end of the employer’s prior fiscal year, consistently applied from period to
period

Fund Equity and Net Position — Governmental Funds:

In the fund financial statements, hind balances of governmental funds are classified in five separate
categories. The following classifications describe the relative strength of the spending constraints
placed on the purposes for which resources can be used.

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

• Restricted fund balance — amounts constrained to specific purposes by external parties,
constitutional provisions or enabling legislation. Restrictions may be changed or lifted only
with the consent of the resource providers.

• Committed hind balance — amounts that can be used only for specific purposes pursuant to
constraints imposed by formal budgetary action of the Board of Education as approved by
member Towns in accordance with provisions of the Connecticut General Statutes.

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

• Unassigned fund balance — remaining fund balance after amounts are set aside for other
classifications

Pursuant to Section 8 of Connecticut Public Act 24-45, for the fiscal year ending June 30, 2024, and each
fiscal year thereafter, a regional Board of Education, by a majority vote of its members, may create a
reserve fund for educational expenditures. The aggregate amount of annual and supplemental
appropriations by a District to the fund may not exceed 2.0% of the annual District budget for the fiscal
year. Transfers to the reserve fund for educational expenditures may be made from annual appropriations
included in the share of net expenses to be paid by each member town or from the estimated fiscal year
end surplus in operating funds. Such amounts are considered unassigned and may be used by the District
to supports its general operations.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

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

D. Assets. Liabilities, Deferred Outflows/Inflows of Resources and Net Position/Fund Balances
(continued):

The Distnct’s policy is to use restricted fund balance first if the expenditure meets the restricted
purpose, followed by committed, assigned, and unassigned amounts.

The District does not have a minimum fund balance policy.

Fiuid Equity and Net Position — Governmental Funds (continued):

In the government-wide financial statements, net position is classified into the following categories:

• Net Investment in Capital Assets — This calegory presents all capital assets into one

component of net position. Accumulated depreciation and the outstanding balances of debt
that are attributable to the acquisition, construction, or improvements of these assets reduces
this category. Debt issued for non-capital purchase is excluded.

• Restricted Net Position — This category presents net position restricted by external parties,
such as creditors, grantors, contributors, or laws and regulations.

• Unrestricted Net Position — This category represents the net position of the District which is
riot restricted for any project or other purpose. A deficit will require future funding.

When an expense is incurred that can be paid using either restricted or unrestricted resources (net
position), the District’s policy is to first apply the expense toward restricted resources and then toward
unrestricted resources.

F. Estimates

The preparation of financial statements in confonnity with US. generally- accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Note “2” - Stewardship. Compliance, and Accountability:

Budgetary Compliance — The General Fund

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

Before March I, the proposed budget is presented lo the Finance Committee for review. By the end of
April, the proposed budget will be reviewed and adopted by the Board of Education to be presented at the
annual public budget meeting.

Not less than two weeks before the annual meeting held pursuant to C.G.S. Section 10-47, the Board shall
hold a public distnct meeting to present a proposed budget for the next fiscal year. Any person may
reconmend the inclusion or deletion of expenditures at such time. After the public hearing, the Board
prepares an annual budget for the next fiscal year.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

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

At the annual meeting on the first Monday in May, the Board presents a budget which includes a
statement of (1) estimated receipts and expenditures for the next fiscal year, (2) estimated receipts and
expenditures for the current fiscal year, (3) estimated surplus or deficit in operating funds at the end of the
current year, (4) bonded or other debt, (5) estimated per pupil expenditure for the current and for the next
fiscal year and (6) such other information as is necessary in the opinion of the Board. Persons present and
eligible to vote under C.G.S. section 7-6 may accept or reject the proposed budget. The Board of
Education, may, in the call to the meeting, designate that the vote on the motion to adopt a budget shall be
by paper ballots at the district meeting held on the budget or by a “yes” or “no” vote on the voting
machines in each of the member towns on the day following the district meetings. After budget approval,
the Board shall estimate the net expenses to be paid by each member town.

The budget for the General Fund has substantially been prepared on the modified accrual basis.
Encumbrances, commitments related to unperformed contracts for goods or services, are recognized as a
valid and proper charge against a budget appropriation in the year in which the purchase order, contract or
other commitment is issued and, accordingly, encumbrances outstanding at year-end are reflected in the
budgetary reports as expenditures in the current year. Actual expenditures in the budgetary statement
include current encumbrances as described above. This method of accounting, for encumbrances, is
different from that utilized in the fund and governmental wide financial statements, which does not
include encumbrances as expenditures.

Budgetary Compliance — Other Governmental Funds:

No formal budget is adopted.

Note “3” — Cash and Cash Equivalents. Deposits, and Investments:

A. Cash and Cash Equivalents

Governmental Fiduciary
Funds Funds

Deposits:
Demand Accounts $ 2,903,554 $
Certificate of Deposit 524,419

________

Total Deposits 3,427,973

Petty Cash and Cash on Hand 1,300

Cash Equivalents:
Repurchase Agreements 1,047,824
State Short-Term Investment Fund (STIF) 377,865
Government Obligation --- 513,428

Total Cash Equivalents 1,425,689 513,428

Certificates of Deposits classified as investments ( 524,419)

Total Cash and Cash Equivalents $ 4.330.543 $ 513,428
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

Note “3” — Cash and Cash Equivalents, Deposits, and Investments:

B. Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits may not be
returned to it. The District does not have a deposit policy for custodial credit risk. As of June 30,
2024, the carrying amount of the District’s deposits was $3,427,973 and the bank balance was
$4,574,759. Of the District’s bank balance, $4,058,091 was exposed to custodial credit risk; as
follows:

Uninsured and uncollaterialized $ 3,652,282

Uninsured and collatenalized held by pledging
Bank’s trust department not in the District’s name 405,809

Total amount subject to custodial credit risk $ 4,il5_&,Q91

C. Cash Equivalents

Cash equivalents are short-term, highly liquid investments that are both readily convertible to known
amounts of cash and purchased within 90 days of maturity. At June 30, 2024, the District’s cash
equivalents amounted to $1,939,117.

The following table provides a summary of the District’s cash equivalents as rated by nationally
recognized statistical rating organizations. The State of Connecticut Short-Term Investment Fund
(STIF) is a “2a7-Like” pool. The fair value of the portion in the pool is thc same as the value of the
pool shares.

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

Assets held in repurchase agreement accounts of $1,047,824 were fully insured by the Federal Deposit
Insurance Corporation per an ICS deposit placement agreement with a local bank.

Wealth management money market accounts are uninsured and uncollateralized.

D. Investments

At June 30, 2024, the District’s investments consisted of the following:

Average Investment
Types of Investments Fair Value Credit Rating Maturity

Primary Government
Certificate of Deposit $ 524.4 19 * 10/25/2024

Fiduciary Funds
Mutual Funds $ 8.225.649 N/A N/A

* included in deposits above, therefore, insured and collateralized to the extent described above
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June 30, 2024

Note “3” — Cash and Cash Equivalents, Deposits, and Investments (continued):

D. Investments (continued):

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

- Interest rate risk - The District does not have a formal investment policy that limits investment
matunties as a means of managing its exposure to fair value losses arising from increasing interest
rates.

Credit risk - The District has no investment policy that would limit its investment choices due to
credit risk other than State Statutes governing investments in obligations or any State or political
subdivision or in obligations of the State of Connecticut or political subdivision. U.S. government
securities or obligations explicitly guaranteed by the U.S. government are not considered to have
credit risk exposure.

E. Fair Value Measurements

The District categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure fair values of the assets. Level 1 inputs are quoted prices in an active market for identical
asscts; Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant
unobservable inputs.

The District’s investments classified in Level I are measured on a recurring basis, using market
quotations for investments that have quoted prices in active markets.

Investments that are classified in Level 2 are measured using matrix pricing teclmiques using various
pricing vendors. Matrix pricing is used to value securities based on their relationship to benchmark
quoted prices. Fair value is defined as the quoted market value on the last trading day of the period.
These prices are obtained from various pricing sources by the custodian bank.

As of June 30, 2024, the District’s investments are measured on a recurring basis using Level 1
information (market quotations for investments that have quoted prices in active markets). The
District did not hold any investments using Level 2 or Level 3 inputs.

Note “4” - Interfund Transfers:

At June 30, 2024, interfund transfers consisted of the following:

Transfer from Transfer to Other Net
Other Funds Funds Transfers

Major Governmental Funds:
General Fund $ --- $ 1,444,314 S (1,444,314)
Debt Service Fund 1,344,314 1,344,314
Capital Project — Elementary Repair Fund 100,000 100,000

Total $ 1,444314 $ 1.444.314
$_________
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Note “4” - Interfund Transfers (continued):

Transfers are used to (1) move revenues from the fUnd the statute or budget requires to collect them to the
fund that statute or budget requires to expend them, and (2) move unrestricted revenues collected in the
general fund to finance various programs accounted for in other funds in accordance with budgetary
authorization.

Note “5” - Interfund Accounts — Due to/from Other Funds:

At June 30, 2024, the amounts due to and from other funds were as follows:

Due from Due to
Other Funds Other Funds

Major Govenmwntal Funds:

General Fund $ 1,021,816 $ 119,327
Debt Service Fund 70,917
Capital Reserve Fund 505,000
Capital Project Elementary Repair Fund 81,045
Capital Project Fund 1,455,899

Non-Major Governmental Funds:

State and Federal Grants Fund 35,384
Pre-School Restricted Fund 2,898

Total $ 1.646.143 $11,646,143

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

Note “6” - Operatin2 Deficiencies and Fund Deficits:

At June 30, 2024, the following individual funds had operating deficiencies and/or fund deficits, none of
which constitutes a violation of statutory provisions.

Operating Deficiency Fund Deficit
Major Governmental Funds:

Capital Project Fund $ 500,034 $ 1.254.221

Non-Major Governmental Funds:

State and Federal Grants Fund $ 219
$__________

Scholarship Fund $ 8.383
Universal Service Fund $ 3.225

___________
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Note “7” — Capital Assets:

Capital asset activity for the year ended June 30, 2024 was as follows:

Balance Additions Balance
July 1, 2023 and Reclasses Disposals June 30, 2024

Governmental activities

Capital assets, not being depreciated
Land and Land improvements $ 152,512 $ $ 152,512

Capital assets, being depreciated:

Buildings and leasehold improvements 53,150,411 130,579 53,280.990
Furniture and equipment 849,587 221,649

_________

1,071.236
Total capital assets, being depreciated 53.999.998 352.228 54,352,226

Accumulated Depreciation:

Buildings and leasehold improvements ( 17,962,710) ( 1,130,812) ( 19,093,522)
Furniture and equipment ( 344,973) ( 97,700)

__________

( 442,673)
Total Accumulated Depreciation ( 18,307,683) ( 1,228,512) ( 19,536,195)

Net Capital Assets, being depreciated 35,692.315 ( 876,284J

___________

34.816,031

Net Governmental Activities Capital Assets S 35.844.827 S( 876.284) S___________ S_ 34,968.543

Depreciation expense was charged to functions of the District as follows:

Governmental activities:
Unallocated S 1,130,812

Insirnctional program 48,016

Supporting services:
Operation and maintenance of facilities 49.684

Total depreciation expense, governmental activities S i,285i2
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Note “8” - Long-Term Debt:

Long-term liability activity for the year ended June 30, 2024 is as follows:

Balance Balance Amounts Due
July 1, 2023 Additions Retirements June 30, 2024 in One Year

General Obligation Bonds $ 6,775,000 $ --- $ 400,000 $ 6,375,000 $ 400,000
of 2019

General Obligation Bond
Anticipation Note, dated 4,000,000 --- 4,000,000
8/16/22

General Obligation Term
Loan, dated 8/16/22 2,500,000 250,000 2,250,000 250,000

General Obligation Bond,
dated 8/15/23 3,500,000 3,500,000 235,000

Compensated Absences &
Other Leave Benefits 119,865 21,390 25,468 115,787

Net OPEB Liability 1,852,033 86,489 96,673 1,841,849

Net Pension Liability 1,239.542 793,014 1,420,233 612,323

Totals $ 16.486,440 $ 4.400.893 $ 6,192.374 814.694,959 $_ 885.000

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

A sunm-ary of general obligation bonds and notes outstanding as of June 30, 2024 is as follows:
Balance

Date of Arnt of Outstanding
Date of Issue Maturity Interest Rate Original Issue 6/30/2024

General Obligation Bonds 4/10/2019 4/1/2040 2.125
— 5.000% $ 8,250,000 $ 6,375,000

of 2019

General Obligation Bond
Anticipation Note, dated 8/16/2022 8/15/2023 2.89% 4,000,000
8/16/22

General Obligation Term
Loan, dated 8/16/22 8/16/2022 8/15/2032 3.12% 2,500,000 2,250,000

General Obligation Bond,
dated 8/15/23 8/16/2023 8/15/2038 4.43% 3,500.000 3,500,000

Totals $_ 18,250,1100 $ 12.125.000
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Note “8” - Lon2-Term Debt (continued):

The proceeds from the general obligation bonds finance capital projects, including: the Agriscience STEM
Academy Facilities Construction I Shepaug Valley School (SVS) Science Wing Renovations Project, SVS
Roof Project, SVS Maintenance Garage.

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

Year Endiwz June 30 Principal Interest Total

2025 S 885,000 S 396.864 S 1,281 .864
2026 885,000 359,303 1,244,303
2027 885.000 329,742 1,214,742
2028 885,000 304,182 1,189,182
2029 885,000 278,122 1.163,122
2030-2034 4.175.000 976,775 5,151,775
2035-2039 3,130.000 366,981 3,496,981
2040 395.000 12,344 407,344

Total $ 12.125.000 S3,024,313 S 15,149,313

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

A. General Information about the Pension Plan

Shepaug Valley Regional School District #12 is the administrator of a single-employer public
employee retirement system (PERS) established and administered by the Board of Education for its
non-certified employees. The PERS is considered to be part of the District’s reporting entity and is
included in the District’s financial reports as a pension trust hind. The plan does not issue stand-alone
financial statements. The membership of the plan consisted of the following at July 1,2024, the date
of the latest actuarial valuation:

Retirees and beneficiaries currently receiving benefits 64
Vested terminated employees S
Active employees 52

Total 124

The District provides all Employee retirement benefits through a single employer, noncontnbutory,
defined benefit plan. Under the plan, all regular fill-lime and regular part-time nonprofessional
employees who have completed 2 years of service. All covered employees vest after 10 years of
service. The retirement benefit is 1.25% of final average compensation multiplied by the employee’s
years of credited service. Employee’s may retire and receive their benefit after attaining the age of 65.
The plan also provides reduced benefits for early retirement at age 55 and completion of 10 years of
credited service. Covered employees do not and are not required to contribute anything to the PERS.
There were no major plan changes for the July 1,2024 actuarial valuation.
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Note “11”- Employees Retirement System. Non-certified Employee Plan (continued):

B, Authority and Funding Policy:

The Board of Education has established the benefit provisions and contribution to the plan. State of
Connecticut Statutes assign the authority to establish and amend the contribution provisions to the
plan to the Board of Education.

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

Administrative costs of the plan are financed through investment earnings.

C. Summary of Significant Accounting Policies

Basis of Accounting: PFRS financial statements are prepared using the accrual basis of accounting.
Employer contnbutions are recognized as revenues in the period in which employee services are
performed. Benefit payments and refunds are payable when due and payable in accordance with the
terms of the plan.

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

D. Investments:

Investment Policy: The pension plan’s policy in regard to the allocation of invested assets is
established and may be amended by the Board of Education Finance Committee by a majority vote of
its members. It is the policy of the Board of Education to pursue an investment strategy that reduces
risk through the prudent diversification of the portfolio across a broad selection of distinct asset
classes. The policy emphasizes Iong-temi capital appreciation investments with some consideration
for current income. Investments are primarily in equity securities and other asset classes, with growth
as the primary objective. Fixed income securities are utilized for risk management. The following
was Ihe assel allocation policy as of June 30. 2024:

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

The following investments represent 5 percent or more of plan net assets:

Cash Equivalent: Federated Hernes Gov Obligation $ 512,224 5.86%
Northern Mid Cap Index Fund $ 715,898 8.19%
Dodge & Cox Income Fund $ 787,401 9.01%
Federated Hermes Total Return Bond Fund $ 788,495 9.02%
Allspring Core Bond Fund $ 788,820 9.03%
Metropolitan West Total Return Bond Fund $ 790,283 9.04%
Vanguard 500 Index Fund $ 1,067,736 12.22%
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Note “11”- Employees Retirement System, Non-certified Employee Plan (continued):

ft Investments (continued):

Rate of Return: For the year ended June 30, 2024, the annual money-weighted rate of return on
pension plan investments, net of pension plan investment expense, was 11.59%. The money-weighted
rate of return expresses investment performance, net of investment expense, adjusted for the changing
amounts actually invested.

E. Net Pension Liability of the District

The components of the net pension liability (asset) at June 30. 2024 were as follows:

Total pension liability S 9,351,400
Plan fiduciary net position 8,739,077
Net pension liability (asset) $ 612.323

Plan fiduciary net position as a percentage of the total pension liability 93.45°/s

F, Actuarial Assumptions

The total pension liability was determined by an actuarial valuation as of July I, 2024, using the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation: 2.50%
Salary Increases: 3.00%
Investment Rate of Return: 5.75%, net of pension plan investment expense

Mortality rates were based on the RP-2014 Table with MP-2021 mortality improvements.

Changes in Assumptions: The discount rate and long-term rate of return decreased by 0,25%. from
6.00% as of July 1,2023 to 5.75% as of July 1,2024.

The long-tenn expected rate of return on pension plan investments was determined using a
building-block method in which best estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighing the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rates of return for each major asset
class included in the pension plan’s target asset allocation as of June 30, 2024 (see the discussion of
the pension plan’s investment policy) are summarized in the following table:

Long-Term Expected
Asset Class Real Rate of Return
Equities 5.70%
Fixed income 0.63%
Cash 0.00%
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Note “11” - Employees Retirement System, Non-certified Employee Plan (continued):

G. Discount Rate:

The discount rate used to measure the total pension liability was 5.75%. The projections of cash
flows used to determine the discount rate assumed that the District contribution will be made at
actuarially determined contribution rates. Based on this assumption, the pension plan’s fiduciary net
position was projected to be available to make all projected thture benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was applied
to all periods of projected benefit payments to determine the total pension liability.

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

The following presents the net pension liability of the District, calculated using the discount rate of
5.75%, as well as what the District’s net pension liability would be if it were calculated using a
discount rate that is I percentage point lower (4.75%) or 1 percentage point higher (6.75%) than the
current rate:

1% Decrease Current Discount 1% Increase
4.75% Rate 5.75% 6.75%

Total Pension Liability $10,309,361 $ 9,351,400 $ 8,530,951
Plan Fiduciary Net Position $ 8,739,077 $ 8,739,077 $ 8,739,077
Net Pension Liability (Asset) $ 1,570,284 $ 612,323 $( 208,126)

I. Changes in the Net Pension Liability
Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability

(a) (b) (a)-(b)

Balances as of June 30, 2023 S 9,046.441 $ 7,806,899 $ 1,239,542

Changes for the Year:
Service cost 190,565 190,565
Interest on total pension liability 528,145 528,145
Differences between expected and

actual experience ( 142,674)
--- ( 142,674)

Changes of assumptions 216,978 --- 216,978
Employer contributions 538,258 ( 538,258)
Net investment income --- 881,975 ( 881,975)
Benefit payments ( 488.055) 1 488,055)

__________

Net changes 304,959 932,178 ( 627,219)

Balances as of June 30, 2024 $ 9351.400 $ 8.739.077 $612,323
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Note “11” - Employees Retirement System, Non-certified Employee Plan (continued):

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

For the year ended June 30, 2024, the District recognized pension expense of $482,156. At June 30,
2024, the District reported deferred outflows of resources and deferred inflows of resources from the
following sources.

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and actual experiences S 142,180 S
Changes of assumptions 340,151
Net difference between projected and actual earnings of

plan investments 37,452
S 482,331 S37,452

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

Year Ending June 30,
2025 34,502
2026 295,542
2027 ( 33,311)
2028 20,584
2029 73,381
Thereaficr 54,1 81

S 444.879

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

A. Plan Description

The Connecticut Teachers’ Retirement System (TRS) is the public pension plan offered by the State
of Connecticut to provide retirement, disability. survivorship and health insurance benefits for
Connecticut public school teachers and their beneficiaries. TRS is governed by Connecticut Statute
Title 10, Chapter l67a of the Connecticut General Statutes. TRS is a cost sharing multiemployer
pension plan administered by the Connecticut State Teachers’ Retirement Board (TRB). The State
Treasurer is responsible for investing TRS funds for the exclusive benefit of TRS members.

Teachers, principals, superintendents or supervisors engaged in service of public schools are provided
with pensions through the TRS. Chapter 167a of the State Statues grants authority to establish and
amend the benefit terms to the TRB. TRS issues a publicly available financial report that can be
obtained at www.ct.gov.
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Note “12” - State of Connecticut Teachers’ Retirement System: Pension (continued):

B. Benefit Provisions

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

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

Early Retirement: Employees are eligible afier 25 years of credited service with a minimum of 20
years of Connecticut service, or age 55 with 20 years of credited service with a minimum of 15 years
of Connecticut service. Benefit amounts are reduced by 6% per year for the first 5 years preceding
normal retirement age and 4% per year for the next 5 years preceding normal retirement age.
Effective July 1, 1999, the reduction for individuals with 30 or more years of service is 3% per year
by which retirement precedes normal retirement date.

Minimum Benefit: Effective January 1, 1999, Public Act 98-251 provides a minimum monthly benefit
of $1,200 to teachers who retire under the normal retirement provisions and who have completed at
least 25 years of full time Connecticut service at retirement.

Disability Retirement: Employees are eligible for service-related disability benefits regardless of
length of service. Five years of credited service is required to be eligible for non-service related
disability. Disability benefits are calculated as 2% per year of service times the average of the highest
three years of pensionable salary, as defined per the Plan, but not less than 15%, nor more than 50%.
In addition, disability benefits under this Plan (without regard to cost-of-living adjustments) plus an
initial award of Social Security benefits and workers’ compensation cannot exceed 75% of average
annual salary.

A Plan member who leaves service and has attained 10 years of service will be entitled to 100% of the
accrued benefit as of the date of termination of covered employment. Benefits are payable at age 60,
and early retirement reductions are based on the number of years of service the member would have
had if they had continued work until age 60.

Fre-Retirement Death Benefit: The Plan also offers a lump-sum return on contributions with interest]
on surviving spouse benefit depending on length of service.

C. Contributions

State of Connecticut: Per Connecticut General Statutes Section 10-1 83z (which reflects Public Act 79-
436 as amended), contribution requirements of active employees and the State are amended and
certified by the TRB and appropriated by the General Assembly. The contributions are actuarially
determined as an amount that, when combined with employee contributions and investment earnings,
is expected to finance the costs of the benefits earned by employees during the year, with any
additional amounts to finance any unfunded accrued liability.
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Note “12” - State of Connecticut Teachers’ Retirement System: Pension (continued):

C. Contributions (continued):

Employer (School District,): School district employers are not required to make contnbutions to the
Plan, as contributions are required only from employees and the State.

For the year ended June 30, 2024, the amount of “on-behalf’ contributions made by the State was
$3,361,264 and is recognized in the General Fund as intergovernmental revenues and education
expenditures.

Employees: Effective July 1, 1992, each teacher is required to contribute 6% of pensionable salary for
the pension benefit. Effective January 1,2018, the required contribution increased to 7% of
pensionable salary.

D. Administrative Expenses

Administrative expenses of the Plan are to be paid by the General Assembly per Section 10-1 83r of
the Connecticut General Statutes.

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

At June 30, 2024, the District reports no amounts for its proportionate share of the net pension
liability, and related deferred outflows and inflows of resources, due to the statutory requirement that
the State of Connecticut pay 100 percent of the required contribution.

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

District’s proportionate share of the net pension liability $
State’s proportionate share of the net pension liability associated with the District $ 36,226,049

The net pension liability was measured as of June 30, 2023, and the total pension liability used to
calculate the net pension liability was detennined by an actuarial valuation date of June 30, 2023. At
June 30, 2024, the District has no proportionate share of the net pension liability.

For the year ended June 30, 2024, the District recognized $3,468,434 of the collective pension
expense as operating contributions and related employee benefit expense in the Statement of
Activities for on-behalf amounts for the benefits provided by the State.

F. Actuarial Assumptions

The total pension liability was determined by an actuarial valuation as of June 30, 2023, using the
following actuarial assumptions, applied to all periods included in the measurement. The actuarial
assumptions used in the June 30, 2023 valuation were based on the results of an actuarial experience
study for the period July 1, 2014— June 30, 2019.
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Note “12” - State of Connecticut Teachers’ Retirement System: Pension (continued):

F. Actuarial Assumptions (continued):

Inflation 2.50%
Salary increases 3.00-6.50%, including inflation
Investment rate of return 6.90%, net of pension plan investment expense,

including inflation
Administrative expenses $0 assumption as expenses are paid for by

the General Assembly

Mortality rates were based on the PubT-20 10 Healthy Retiree Table (adjusted 105% for males and
103% for females as ages 82 and above), projected generationally with MP-201 9 for the period after
service retirement.

There were no changes in assumptions or benefit provisions that affected the measurement of the total
pension liability since the prior measurement date.

Future cost-of-living increases for teachers who retired prior to September 1, 1992, are made in
accordance with increases in the Consumer Price Index, with a minimum of 3% and a maximum of
5% per annum.

For teachers who were members of the TRS before July 1, 2007, and retire on or after September 1,
1992, pension benefit adjustments are made that are consistent with those provided for Social Security
benefits on January 1 of the year granted. with a maximum of 6% per annum. If the return on assets
in the previous year were less than 8.5%, the maximum increase is 1.5%. For teachers who were
members of TRS after July 1, 2007, pension benefit adjustments are made that are consistent with
those provided for Social Security benefits on January 1 of the year granted, with a maximum of 5%
per annum. If the return on assets in the previous year was less than 11.5%, the maximum increase is
3%, and if the return on assets in the previous year was less than 8.5%, the maximum increase is
1.0%. The long-term expected rate of return on pension plan investments was determined using a log
normal distribution analysis in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each major
asset class. These ranges are combined to produce the long-term expected rate of return by weighting
the expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. The current capital market assumptions and the target asset allocation as provided
by the Treasurer’s Office are summarized in the following table:

Target Long-Term Expected
Asset Class Allocation Real Rate of Return

Global Equity 37.0% 6.8%
Public Credit 2.0% 2.9%
Core Fixed Income 13.0% 0.4%
Liquidity Fund 1.0% -0.4%
Risk Mitigation 5.0% 0.1%
Private Equity 15.0% 11.2%
Private Credit 10.0% 6.1%
Real Estate 10.0% 6.2%
Infrastructure and Natural Resources 7.0% 7.7%
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Note “12”- State of Connecticut Teachers’ Retirement System: Pension (continued):

G. Discount Rate

The discount rate used to measure the total pension liability was 690%. The projection of cash flows
used to determine the discount rate assumed that plan member contributions will be made at the
current contribution rate and that State contributions will be made at the actuarially detennined rates
in future years. Based on those assumptions, the pension plan’s fiduciary net position was projected
to be available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.

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

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

I. Pension Plan Fiduciary Net Position

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

J. Other Information

Additional information is included in the required supplementary information section of the financial
statements. A schedule of contributions is not presented as the district has no obligation to contribute
to the plan.

Note “13” — Post Retirement Benefits

A. General Information about the Post Retirement Plan

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

The District currently pays for postemployment health care benefits on a pay-as-you-go basis. As of
June 30, 2024, the District has not established a trust fund to irrevocably segregate assets to fund
liability associated with the postemployment benefits, which would require the reporting of a trust
fund in accordance with GASB guidelines.

The membership of the plan consisted of the following at July 1,2024, the date of the latest actuarial
valuation:

Inactive employees or beneficiaries currently receiving benefits 8
Inactive employees entitled to but not yet receiving benefits 0
Active employees 217

Total 225
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Note “13”— Post Retirement Benefits Plan (continued):

B. Authority and Funding Policy:

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

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

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

The components of the net OPEB liability at June 30, 2024, were as follows:

Total OPEB liability $ 1,841,849
Plan fiduciary net position

__________

Net OPEB liability $ 1.841.849

Plan fiduciary net position as a percentage of the total OPEB liability 0 %

D. Actuarial Assumptions

Valuation Date: July 1, 2024
Actuarial Cost Method: Entry Age Normal
Amortization Method: Level Dollar, open
Remaining Amortization Period: 30 Years
Inflation: 2.50%
Salary Increases: N/A
Investment Rate of Return: N/A
Discount Rate: 4.21%
Trend Rate: 8.00% in current year, decreasing by 0.50% per year with

an ultimate rate of 4.00%
Mortality Table: RP-20l4 (adjusted) with MP-2021 mortality

improvements

Changes in Assumptions: The municipal bond index and discount rate changed from 4.13% as of July
1,2023 to 4.21% as of July 1,2024.

The plan does not have credible data on which to perform an experience study. As a result, a full
actuarial experience study is not applicable.
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Note “13” — Post Retirement Benefits Plan (continued):

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

The following presents the net OPEB liability of the District, calculated using the discount rate of
421%, as well as what the District’s net OPEB liability would be if it were calculated using a
discount rate that is 1 percentage point lower (3.21%) or I percentage point higher (5.21%) than the
current rate:

1% Decrease Current Discount Rate 1°/b Increase
321% 4.21% 5.21%

Total OPEB Liability $2,100,689 S 1,841,849 $ 1,628,065

Plan Fiduciary Net Position $ S $

Net OPEB Liability $2,100,689 S 1,841,849 $ 1,628,065

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

1% Decrease Current Trend Rate 1% Increase
7.00% 8.00% 9.00%

Total OPEB Liability $1,641,386 S 1,841,849 $2,078,028

Plan Fiduciary Net Position $ S $

Net OPEB Liability $ 1,641,386 S 1,841.849 $2,078,028

F. Chatmes in the Net OPEB Liability
Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability

(a) (b) (a)—(b)

Balances as of June 30, 2023 $ 1,852,033 $ $ 1,852,033

Changes for the Year:
Service cost 1 0,000 10,000
Interest cost 76,489 76,489
Differences between expected and actual
experience ( 77.765) ( 77,765)

Changes of assumptions 1 18.908) 1 18,908)
Net changes 1 10.1 84) 1 10,1 84)

Balances as of June 30, 2024 S l.841.B49 $

________

$ 1.84L.849
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Note “13” — Post Retirement Benefits Plan (continuedi:

G. OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and actual experiences $ $ 628,353
Changes of assumptions 478,412

$ 478412 $ 628.353

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

Year Ending June 30,
2025 ( 7,640)
2026 ( 7,640)
2027 ( 7,640)
2028 ( 7,640)
2029 ( 7,640)
Thereafter ( 111,741)

$( 149.941)

Note “14”- State of Connecticut Teachers’ Retirement System: Other Postemployment Benefits

A. Plan Description

The Comwcticut Teachers’ Retirement System (TRS) is the public pension plan offered by the State
of Connecticut to provide retirement, disability, survivorship and health insurance benefits for
Connecticut public school teachers and their beneficiaries. TRS is governed by Connecticut Statute
Title 10, Chapter 1 67a of the Connecticut General Statutes. TRS is a cost sharing multiemployer
pension plan administered by the Connecticut State Teachers’ Retirement Board (TRB). The State
Treasurer is responsible for investing TRS funds for the exclusive benefit of TRS members.

Teachers, principals, superintendents or supervisors engaged in service of public schools are provided
with pensions through the TRS. Chapter 1 67a of the State Statues grants authority to establish and
amend the benefit terms to the TRB. TRS issues a publicly available financial report that can be
obtained at www.ct.gov.

B. Benefit Provisions

The Plan covers retired teachers and administrators of public schools in the State who are receiving
benefits from the Plan. The Plan provides healthcare insurance benefits to eligible retirees and their
spouses. Any member that is currently receiving a retirement or disability benefit through the Plan is
eligible to participate in the healthcare portion of the Plan. Subsidized Local School District
Coverage provides a subsidy paid to members still receiving coverage through their former employer
and the TRB Sponsored Medicare Supplemental Plans provide coverage for those participating in
Medicare, but not receiving Subsidized Local School District Coverage.
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Note “14”- State of Connecticut Teachers’ Retirement System: OPEB (continued):

B. Benefit Provisions (continued):

Any member that is not currently participating in Medicare Parts A & B is eligible to continue health
care coverage with their former employer. A subsidy of up to $220 per month for a retired member
plus an additional $220 per month for a spouse enrolled in a local school district plan is provided to
the school district to first offset the retiree’s share of the cost of coverage, any remaining portion is
used to offset the District’s cost.

The subsidy amount is set by Statute. A subsidy amount of $440 per month may be paid for a retired
member, spouse or the surviving spouse of a member who has attained the normal retirement age to
participate in Medicare, is not eligible for Part A of Medicare without cost, and contributes at least
$440 per month towards coverage under a local school district plan.

Pay member that is currently participating in Medicare Parts A & B is eligible to either continue
health care coverage with their former employer, if offered, or enroll in the Plan sponsored by the
TRS. If they elect to remain in the Plan with their former employer, the same subsidies as above will
be paid to offset the cost of coverage.

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

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

C. Contributions

Per Connecticut General Statutes Section 10-1 83z (which reflects Public Act 79-436 as amended),
contribution requirements of active employees and the State of Connecticut are amended and certified
by the TRB and appropriated by the General Assembly. The State pays for one third of plan costs
through an annual appropriation in the General Fund.

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

For the year ended June 30, 2024, the amount of “on-behalf” contributions made by the State was
$45,740 and is recognized in the General Fund as intergovernmental revenues and education
expenditures.

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

D. Administrative Expenses

Administrative costs of the Plan are to be paid by the General Assembly per Section 10-183r of the
Connecticut General Statutes.

-45-



Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

Note “14”- State of Connecticut Teachers’ Retirement System: OPEB (continued):

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

At June 30, 2024, the District reports no amounts for its proportionate share of the net OPEB liability,
and related deferred outflows and inflows, due to the statutory requirement that the State pay 100% of
the required contribution.

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

District’s proportionate share of the net OPEB liability S
State’s proportionate share of the net OPEB liability

associated with the District 3.393.883
Total S 3.393.883

The net OPEB liability was measured as of June 30. 2023. and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation date of June 30, 2023. At
June 30, 2024, the District has no proportionate share of the net OPEB liability.

For the year ended June 30, 2024, the District recognized 5(399,822) of the collective OPEB expense
as operating contributions and related employee benefit expense in the Statement of Activitics.

F. Actuarial Assumptions

The total OPEB liability was determined by an actuarial valuation as of June 30, 2023, using the
following actuarial assumptions and other inputs, applied to all periods included in the measurement:

Inflation 2.50%
Real wage growth 0.50%
Wage inflation 3.00%
Salary increases 3.00-6.50%, including inflation
Long-term investment rate of return 3.00%, net of OPEB plan investment expense,

including inflation

Municipal bond index rate:
Measurement date 3.65%
Prior measurement date 3.54%

The projected fiduciary net position is projected to be depleted in 2028.

Single equivalent interest rate:
Measurement date 3.64%, net of OPEB plan investment expense,

including price inflation
Prior measurement date 3.53%, net of OPEB plan investment expense,

including price inflation
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Notes to Financial Statements
June 30, 2024

Note “14” - State of Connecticut Teachers’ Retirement System: OPELI (continued):

F. Actuarial Assumptions (continued):

Healthcare cost trend rates:
Medicare Known increases until calendar year 2024, then

general trend decreasing to an ultimate rate of
4.5% by 2031.

Mortality rates were based on the PubT-2010 Healthy Retiree Table (adjusted 105% for males and
03% for females as ages 82 and above), projected generationally with MP-20l 9 for the period after

service retirement.

The actuarial assumptions used in the June 30, 2023 valuation were based on the results of an
actuarial experience study for the period July 1, 2014 - June 30, 2019.

Changes in actuarial assumptions include: the discount rate was increased from 3.53% to 3.64% to
reflect the change in the Municipal Bond Index rate. Additionally, expected annual per capita claims
costs were updated to better reflect anticipated medical and prescription drug claim experience both
before and after the plan change that became effective on January 1, 2019.

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

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

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

pected 10-Year
Target Geometric Real Standard

Asset Class Allocation Rate of Return Deviation

U.S. Treasuries (Cash Equivalents) 100.0°/b 0.77% 1.09%
Price Inflation 2.50%
Expected rate of return (rounded nearest 0.25%) 3.25%

0. Discount Rate

The discount rate used to measure the total OPEB liability was 3.64%. The projection of cash flows
used to determine the discount rate was performed in accordance with GASB 75. The projection was
based on an actuarial valuation performed as of June 30, 2023.
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Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

Note “14” - State of Connecticut Teachers’ Retirement System: OPEB (continued):

G. Discount Rate (continued):

In addition to the actuarial methods and assumptions of the June 30, 2023 actuarial valuation, the
following actuarial methods and assumptions were used in the projection of cash flows:

• Total payroll for the initial projection year consists of the payroll of the active membership
present on the valuation date. In subsequent projection years, total payroll was assumed to
increase annual at a rate of 3.00%.

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

• Annual State contributions were assumed to be equal to the most recent five-year average of
state contributions toward the hind.

Based on those assumptions, the Plan’s fiduciary net position was projected to be depleted in 2028
and, as a result, the Municipal Bond Index Rate was used in the determination of the single equivalent
rate.

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

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

I. Plan Fiduciary Net Position

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

J. Other Information

Additional information is included in the required supplementary information section of the financial
statements. A schedule of contributions is not presented as the District has no obligation to contribute
to the plan.

Note “15” — Risk Management:

The District is exposed to various risks of loss related to Board of Education liability; torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The District generally obtains commercial insurance coverage for all risks of loss. Additionally, employee
health coverage is purchased from a commercial carrier. There have been no significant reductions in any
insurance coverage from amounts in the prior year. Settled claims have not exceeded commercial
coverage in any of the past three fiscal years. There have been no significant reductions in insurance
coverage from the prior year.
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Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2024

Note “15”— Risk Management (continued):

The District is a member of the Connecticut Interlock Risk Management Agency (CIRMA), an
unincorporated association of Connecticut local public agencies, formed by the Connecticut Conference of
Municipalities (CCM) for the purpose of establishing and administering an interlock risk management
program pursuant to the provisions of Section 7-479a et. Seq. of the Connecticut General Statutes.

Note “16” - Litigation and Contingencies:

Federal Awards and State Financial Assistance: The District participates in numerous state and federal
grant programs, which are governed by various rules and regulations of the grantor agencies. Amounts
received or receivable by the District are subject to audit and adjustment by the grantor agencies. Such
audits could lead to requests for reimbursement to the grantor agency for any expenditures disallowed
under tenns of the grant. The amount, if any. of expenditures, which may be disallowed, cannot be
determined at this time, although the District’s management believes such disallowance, if any, will be
immaterial.

Litigation: The District is a defendant in various lawsuits and the outcome of these lawsuits is not
presently determinable. In the opinion of the District attorney, the resolution of these matters will not
have a material adverse effect on the financial condition of the District.

Note “17”— Subsequent Events:

Management has evaluated events and transactions for potential recognition or disclosure through
February 26, 2025, the date the financial statements were available to be issued. Significant activity
included receiving final grant funds from the State of Connecticut regarding the Ag Stem Program Project
and using the funds to pay off the $3,500,000 General Obligation Bond on December 13, 2024.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxhury and Washington
Schedule of Revenue, Expenditures, Other Financing Uses, and Changes in Fund Balance
General Fund Budget and Actual (NON-GAAP BUDGETARY BASIS)
Year Ended June 30, 2024

Variance Witl
Original Final Final Budget
Budget Transfers Budget Actual Over (Under)

Revenue:
Participating towns:

Town of Bridgewater $ 5,727,177 $ $ 5,727,177 $ 5,727,177 S
Town of Roxhury 6,954,429 6954,429 6,954,429
Town of Washington 11,536,171 11536,171 11,536,171

State of Connecticut:
Adult education grant 63 63 74 IL
Agriscience gram 774800 774,800 790,400 15,600
State special education 13,618 13,618

Invesiment income 1,000 1,000 20,048 19,048
Agriscience town tuition income 791,468 791.468 908,329 116,861
Other tuition income 680.000 680,000 1,063,617 383,617
Miscellaneous income ... 18,451 18,451

Total Revenue 26,465.108 26,465,108 27,032,314 567,206

Expenditures:
Personnel Services 15,604,679 (2,500) 15,602,179 15,125,297 (476,882)
Personnel Benefits 4,354,012 (250,000) 4,104,012 3,828,302 (275,710)
Purchased Professional & Technical Services 716,445 5,797 722,242 723,505 1,263
Purchased Property Services 543,944 151 544,095 677,942 133,847
Other Purchased Services 2,141,689 3,127 2,144,816 1,952,857 (191,959)
Supplies 1,359,072 1.925 1,360,997 1,622,889 261,892
Property & Programs 412,890 (8.500) 404,390 348,292 (56,098)
Dues & Fees!Deht& Miscellaneous 64,614 .-. 64,614 44,236 (20,378)

Total Expenditures 25.197,345 (250.000) 24,947,345 24,323,320 (624.025)

Other Financing Uses:

Operating Transfers Out

Debt Service Fund 1,094,314 250.000 1,344,314 1,344,314

Elementary School Repair Fund 100.000 .-. 100,000 100,000

Reserve Fund for Educational Expenditure .. __. .-- 527,833 527.833

Total Other Financing Uses 1,194,314 250,000 1,444,314 1,972,147 527,833

Total Expenditures and Other

Financing Uses 26,391,659 26.391.659 26,295,467 (96,192)

Excess of Revenue over Expenditures

and Other Financing Uses 73,449 73,449 736,847 663,398

Fund Balance - beginning of year 621,373 621,373

Returned to participating towns (73,449) (73.449) (621,373) (547,924)

Fund Balance - end of year $ --. $ -.‘ $ $ 736,847 $ 736,847

The accompanying notes are an integral part orthese financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington
Notes to Required Supplementary Jnformation
Schedule of Revenue, Expenditures, Other Financing Uses, and Changes in Fund Balance
General Fund Budget and Actual (NON-GAAP BUDGETARY BASIS)
Year Ended June 30, 2024

Basis:

The Schedule of Revenue, Expenditures, Other Financing Uses, and Changes in the Fund Balance of the General Fund Budget
and Actual (Non-GAAP Budgetary Basis) presents a comparison of the original and final legally adopted budget with actual
data on a budgetary basis. The General Fund is the only fund for which a legal budget is adopted.

Reconcliation between Budgetary Basis and Generally Accepted Accounting Principles (GAAP) Basis:

Accounting principles applied for the purposes of developing data on a budgetary basis differ than those used to present financi;
slatements in confirmity with accounting principles generally accepted in the United States of America (GAAP), as follows:

For budget purposes. State of Connecticut pension and OPEB on-behalf payments related to the Connecticut State Teachers’
RetiremenL System for District teachers are not budgeted. They are reported for financial reporting (GAAP) purposes.

For budget purposes, the District employs encumbrance accounting. Encumbrances for purchases and commitments ordered
but not received are reported in the year the order is placed for budgetary purposes, but not in the year received for financial
reporting (GAAP) purposes. Similary, encumbrances for purchases and commitments ordered in the previous year, that were
received and liquidated in the current year are reported for financial statement reporting (GAAP) purposes.

For budget purposes. the District does not budget for the retum of prior year’s fund balance to the participating Towns. This is
recorded as a decrease of revenue for financial statement reporting (GAAP) purposes.

For budget purposes, the District nets some revenuses and expenditures, including special education reimbursements.

The state legislature established the ability to transfer to the Reserve for Educational Expenditures Fund up to 2% of
the Districis approved appropriations. During the year the Board of Education voted to transfer 5527,833 to the Reserve
for Educational Expenditures Fund.

Expenditures

and Other

Revenue Financing Uses Fund Balance

Actual - Budgetary Basis - June 30, 2024 S 27.032,314 $ 26,295,467 $ 736.847

Pension and OPEB on-behalf payments

as described in Notes” 12” and” 14” 3.407.004 3,407,004

Encumbrances
June 30, 2023 879.354
June 30. 2024 (342,066) 342,066
Prepaid diesel/fttel at June 30, 2023 293,701
Prepaid diesel/fuel at June 30, 2024 (267,332) 267,332

Fund balance retumed to participating Towns (621,373)

To gross up revenues and expenditures -

Special education reimbursements 36,567 36.567

Reserve for Educational Expenditures (527,833) 527,833

Actual - GAAP - June 30, 2024 $ 29,854,512 $ 29,774.862 $ 1,874,078
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Shepaug Valley Regional School District #12
Schedule ofChanges in Nd OPEB IJabilits and Related Ratios
Other Post Employment Benefits (OPEB)
l-ast Seven Fiscal Years

2024 2023 2022 2021 2020 2019 2018
Total fIrED liability:

Senice Cost S 10,000 S 10,000 5 10,000 S 0(100 S 10,000 S 10.000 S 0,000
Interest Cost 76,489 58,019 58,508 64,586 61,990 48,578 56,762
Differences between expected and actual experience (77,765) 375,402 (952,022) 23.048 355607) 187,208 (195,455)
Changes ofassunsptione (18,908) (9,947) (381,7711 158.174 665,230 256,694 51,584

Net ctsatsge in toralOPED liability (10,184) 413474 (1,265,285) 255.808 283,613 702.480 (77109)
Total OPEB liability - beginning 1,852,033 1,418,559 2683,844 2,428,036 1.044421 1,341,041 1,419,052

Total UrEa liability’ ending 1,841,849 1,852,023 1,418,559 2,683.844 2,428,036 2,044.413 1,341,943

Plan fiduciary net position:
Plait fiduciary net posilion at (nil of lie year

Net OPED Liability 5 1.341.849 S 1,852,033 5 1.418.559 S 2.683.844 S 2.428,036 S 2,044,423 S 1.341.943

Plan fiduciary nel posttion as a petcencage of tlse lola) OPEl) liability 0.00% 0.lX)’/s 0.009’. 0.00% 0.00% 0.00% 0.00%

Covered ensptoyee payroll NA NA NA NA NsA NA NA

Net OPEE Iiabiity as a percentage of covered employee pavro It NA NA NA N A N-A NA NA

Noles In Schedele

Actuarial cost meihod Entry age tionssat
Atnontzattonttsetlsed 1_esel dollar. opctt
Rettaainittg aticonization nieclsod 10 yeats
.ksset saluation method N-A
Discount rate 4.21%
Inflattoti 2.50%
Salaty increases N/A
Ittveettnettt rate of retunt N-A
Retireittetit age 65
Mortality table RP.20 14 ladjusretlt with MP-201 I nsortality impro’ etsscrsie

Trend rate 8.00% in cuasent year. decreasitso by 0.50% per year. wilts an ultimate rate of 4.00%

Changes in henefit lenna None

Changes ofassutttplions In 2024. Itt: discount rate itccteasc-d frotn 4.3% co 4.21%.

In 2023. Its discomtt rate ir.crcased from 4.09% to 4.13%.
In 2022. Itt: discounl rale increased by 1.91%. frons 2.13% (04.09% atsd the inflation rale increased by 0.25%. fruits 1 25% to 1 50%. n addition, the
ttsonalily projection scale uses )iIP.202 I mottality improvements
In 3011. stscdiscoutu rate decreased by 0.45%. from 2.66% 102.18%.

In 2020. the mona1il laNe was RP-2014 adjusted) with 81P-2020 itsottahtey improsensents and ttse discount race was 2.66%. In 2019. itse nsrtaliw table
55-ac RP1014 (adjusted) sdth XlP-20l8 nsortaltrv itnproveinetsts and ttsr discount rate was 3.13%. In 2013. the incnality table ‘sac 1(194 CAR and Ice
discouesl race was 3.62%
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Charles Heaven & Co.
Certified Public Accountants

Waterbury, Connecticut

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAUDITING
STANDARDS

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

We have audited, in accordance with the auditing standards generally acceptcd in the United States of
America and the standards applicable to financial audits contained in Government Azuliting Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of Shepaug Valley Regional
School District #12 as of and for the year ended June 30, 2024, and the related notes to the financial
statements, which collectively comprise Shepaug Valley Regional School District #12’s basic financial
statements, and have issued our report thereon dated February 26, 2025.

Report on Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the nonnal course of perfonning their assigned functions, to prevent, or
detect and correct, misstatements, on a timely basis. A material iieak-ness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We identified certain
deficiencies in internal control, described in the accompanying schedule of findings and questioned costs
as item 2024-001 that we consider to be significant deficiencies.
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Report on Compliance and Other Mailers

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

Shepaug Valley Regional School District #12’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the Shepaug Valley
Regional School District #12’s response to the finding identified in our audit and described in the
accompanying schedule of findings and questioned costs. The Shepaug Valley Regional School District
#12’s response was not subjected to the other auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on the response.

Purpose of This Report

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

C’HsoAa# Ce,cw
CHARLES HEAVEN & Co.
Waterbury, Connecticut

February 26, 2025
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Current Year Findings and Questioned Costs
For the Year Ended June 30, 2024

Finding 2024-00 1

Criteria

The District is responsible for implementing and maintaining a system of internal controls for which the
design of the system would allow management or employees, in the normal course of perming their
assigned functions, to prevent or detect and correct misstatements on a timely basis in addition to ensuring
that the assets of the District are properly safeguarded.

Condition

During the audit, the District disclosed that two purchases in a student activity account under the
supervision of a building administrator were not properly processed. There was also some confusion as to
who had check signing authority for the student activity hind.

Context

During the audit, the instances of inconsistent purchase procedures in the student activity fund were
confirmed as well as the instance of an improper signatory of a check.

Effect

A main goal of formally documenting accounting procedures in a manual is to document the system of
internal controls, checks and balances, to decrease the risk of fraud, error, misappropriation of District
assets, and potential inaccurate financial reporting.

Cause

The cause relating to the mishandled purchases and signatory authority is due to a change in personnel and
a lack of adherence to the District’s customary accounting procedures.

Repeat Finding No

Recommendations

The District should have their internal controls and related policies and procedures formally documented
in an accounting procedures manual.

Management’s Response/Views of Responsible Officials

Management agrees with this finding. A formal accounting procedures manual for student activity hinds
was documented, approved and implemented as of July 1, 2024. Revisions to the manual will be made as
needed to ensure the manual is current at all times. In addition, all student activity hinds were transitioned
to Central Office under the oversight of Business Office personnel including the Director of Finance and
Operations. This transition added two more levels of necessary approvals to all purchases and
disbursements. The transition took place effective July 1, 2024.
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Charles Heaven & Co.
Certified Public Accountants
Waterbury, Connecticut

REPORT ON COMPLIANCE FOR EACH MAJOR STATE PROGRAM; REPORT ON INTERNAL
CONTROL OVER COMPLIANCE; AND REPORT ON THE SCHEDULE OF EXPENDITURES OF

STATE FINANCIAL ASSISTANCE REQUIRED BY THE STATE SINGLE AUDIT ACT

INDEPENDENT AUDITOR’S REPORT

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

Report on Compliance for Each Major State Program

Opinion on Each Alajor State Program

We have audited Shepaug Valley Regional School District #12s compliance with the types of compliance
requirements identified as subject to audit in the Office of Policy and Management’s Cu,np/iaiice
Supplement that could have a direct and material effect on each of Shcpaug Valley Regional School
District #12’s major state programs for the year ended June 30, 2024. Shcpaug Valley Regional School
District #12’s major state programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

In our opinion, Shepaug Valley Regional School District 41 2 complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on each of its major
state programs for the year ended June 30. 2024.

Ba.si.sj’or Opinion on Each Major State Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in 03rd? men!
Auditing Stunduicls issued by the Comptroller General of the United States; and the audit requirements of
the State Single Audit Act (C.G.S Sections 4-230 to 4-236). Our responsibilities under those standards
and the State Single Audit Act are farther described in the Auditor’s Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of Shepaug Valley Regional School District #12 and to meet our other
ethical responsibilities, in accordance with relevant ethical requiremenis relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major state program. Our audit does not provide a legal detenruination of Shepaug
Valley Regional School District #12’s compliance with the compliance requirements referred to above.

Responsibilities of Managementfrr co,npliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to Shepaug
Valley Regional School District #12’s state programs.
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Auditor’s Responsibilitiesfor the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
on Shepaug Valley Regional School District #12’s compliance based on our audit. 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, Government Auditing Standards, and the State Single Audit will
always detect material noncompliance when it exists. The risk of not detecting material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

Noncompliance with the compliance requirements referred to above is considered material if there is a
substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about Shepaug Valley Regional School District #12’s
compliance with the requirements of each major state program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the State Single
Audit Act, we:

• exercise professional judgment and maintain professional skepticism throughout the audit.

• identify and assess the risks of material noncompliance, 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 Shepaug Valley Regional School District #12’s
compliance with the compliance requirements referred to above and performing such other
procedures as we considered necessary in the circumstances.

• obtain an understanding of Shepaug Valley Regional School District #12’s internal control over
compliance relevant to the audit in order to design audit procedures that are appropriate in the
circumstances and to test and report on internal control over compliance in accordance with the
State Single Audit Act, but not for the purpose of expressing an opinion on the effectiveness of
Shepaug Valley Regional School District #12’s internal control over compliance. Accordingly,
no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

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

-64-



Our consideration of internal control over compliance was for Ihe limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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

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

We have audited the financial statements of the governmental activities, each major thnd, and the
aggregate remaining fund information of Shepaug Valley Regional School District #12, as of and for the
year ended June 30, 2024, and the related notes to the financial statements, which collectively comprise
Shepaug Valley Regional School District #12’s basic financial statements. We have issued our report
thereon dated February 26, 2025, which contained unmodified opinions on those financial statements.
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements. The accompanying schedule of expenditures of state financial
assistance is presented for purposes of additional analysis as required by the State Single Audit Act and is
not a required part of the 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. The 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 (he United States of America. In our opinion,
the schedule of expenditures of state financial assistance is fairly stated in all material respects in relation
to the basic financial statements as a whole.

CAea i-vvi + Ce, Cpo
CHARLES HEAVEN & CO.
Waterbury, Connecticut

February 26, 2025
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Shepaug Valley Regional School District #12

Schedule of Expenditures of State Financial Assistance

Year Ended June 30, 2024

State Grant Program

State Grantor / Pass-Through Grantor I Program Title Core-CT Number Expenditures

Department of Education:

TalentDevelopment 11000-SDE64370-12552 $ 613
Vocational Agriculture 11 000-SDE64370- 17017 790,400

Adult Education 1 1000-SDE64370-17030 74

Health Services 1 1000-SDE64370-17034 3,123

Office of the State Comptroller

Paraeducator Deductible Assistance Program 1 1000-0SC15301-10020 7,700

Total State Financial Assistance before Exempt Programs 801,910

EXEMPT PROGRAMS

State Department of Education:

Special Education - Excess Cost - Student Based 1 1000-SDE64370-17047 50,185

Total Exempt Programs 50,185

Total State Financial Assistance $ 852,095

The accompanying notes are in integral part of this schedule.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Schedule of Expenditures of State Financial Assistance
For the Year Ended June 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis ofPresentation

The accompanying schedule of expenditures of state financial assistance includes state grant activity of
Shepaug Valley Regional School District #12 under programs of the State of Connecticut for the fiscal
year ended June 30, 2024. The State of Connecticut Department of Education provided financial
assistance through grants and other authorizations in accordance with the General Statutes of the State of
Connecticut. Because the schedule presents only a selected portion of the operations of Shepaug Valley
Regional School District #12, it is not intended and does not present the financial position, changes in
find balance, changes in net position, or cash flows of Shepaug Valley Regional School District #12.

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

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

Basis ofAccounting

Expenditures reported on the Schedule of Expenditures of State Financial Assistance are presented on the
modified accrual basis of accounting. In accordance with Section 4-236-22 of the Regulations to the State
Single Audit Act, certain grants are not dependent on expenditure activity, and accordingly, are
considered to be expended in the fiscal year of receipt. These grant program receipts are reflected in the
expenditures colunm of the Schedule of Expenditures of State Financial Assistance.

-67-



Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2024

I. SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s opinion issued: Unmodified

Internal control over financial reporting:

• Material weakness(es) identified?

______

yes X no
• Significant deficiency(ies) identified? X yes

_____

none reported
Noncompliance matenal to fmancial statements noted?

______

yes X no

State Financial Assistance

Internal control over major programs:

• Material weakness(es) identified?

______

yes X no
• Significant deficiency(ies) identified?

_____

yes X none reported

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

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

______

yes X no

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

State Grantor State Core-CT
and Program Number Expenditures

Department of Education
Vocational Agriculture 11 000-SDE64370-1 7017

• Dollar threshold used to distinguish between
type A and type B Programs $100,000
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2024

H. FINANCIAL STATEMENT FINDINGS

We issued our report, dated February 26, 2025, on internal control over financial reporting and on
compliance and other matters based on an audit of financial statements performed in accordance with
Government Auditing Standards.

Our report on internal control over financial reporting indicated significant deficiencies, as described
be low:

Finding 2024-00 1

Type of Finding

Significant Deficiency in Internal Control over Financial Reporting

Criteria

The District is responsible for implementing and maintaining a system of internal controls for which
the design of the system would allow management or employees, in the normal course of perrning
their assigned functions, to prevent or detect and correct misstatements on a timely basis in addition
to ensuring that the assets of the District are properly safeguarded.

Condition

During the audit, the District disclosed that two purchases in a student activity account under the
supervision of a building administrator were not properly processed. There was also some confusion
as to who had check signing authority for the student activity fund.

Context

During the audit, the instances of inconsistent purchase procedures in the student activity fund were
confirmed as well as the instance of an improper signatory of a check.

Effect

A main goal of formally documenting accounting procedures in a manual is to document the system
of internal controls, checks and balances, to decrease the risk of fraud, error, misappropriation of
District assets, and potential inaccurate financial reporting.

Cause

The cause relating to the mishandled purchases and signatory authority is due to a change in
personnel and a lack of adherence to the District’s customary accounting procedures.

Repeat Finding No

Recommendations

The District should have their internal controls and related policies and procedures formally
documented in an accounting procedures manual.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2024

II. FINANCIAL STATEMENT FINDINGS (continued)

Management’s Response / Views of Responsible Officials

Management agrees with this finding. A fomal accounting procedures manual for student activity
ffinds was documented, approved and implemented as of July’ 1. 2024. Revisions to the manual will
be made as needed to ensure the manual is current at al times. In addition, all student activity funds
were transitioned to Central Office under the oversight of Business Office personnel including the
Director of Finance and Operations. This transition added two more levels of necessary approvals to
all purchases and disbursements. The transition took place effective July 1, 2024.

III. STATE FINANCIAL ASSISTANCE FINDINGS AND QUESTIONED COSTS

No findings or questioned costs are reported relating to State Financial Assistance Programs.
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FEDERAL SINGLE AUDIT REPORT



Charles Heaven & Co.
Certified Public Accountants
Waterbury, Connecticut

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM: REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON THE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARIS REQUIRED BY UNIFORM GUIDANCE

Board of Education
Shepaug Valley Regional School District #12
Bridgewater, Roxburv, and Washington, Coirnect icut

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Shepaug Valley Regional School District #12’s compliance with the types of compliance
requirements identified as subject to audit in the 0MB Compliance Supplement that could have a direct
and material effect on each of Shepaug Valley Regional School District #12’s major fcderal programs for
the year ended June 30, 2024. Shepaug Valley Regional School District #12’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

In our opinion, Shepaug Valley Regional School District #12 complied, in all material respects, with the
typcs of compliance requirements referred to above that could have a direct and material effect on each of
its major federal programs for the year ended June 30, 2024.

Basis For Opinion an Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code ofFederal Regulations Part 200, LInif’orni Administrative Requirements, Cost Principles, and
Audit Requirements fbi Federal Awards (Unifom Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Audito(s Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of Shepaug Valley Regional School District #12 and to meet our
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
opinion on compliance for each major federal program. Our audit does not provide a legal determination
of Shepaug Valley Regional School District #12’s compliance with the compliance requirements referred
to above.

Responsibilities of Man agein en! for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Shepaug
Valley Regional School District #12’s federal programs.
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Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
on Shepaug Valley Regional School District #12’s compliance based on our audit. 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 generally accepted auditing standards, Government Auditing Standards, and
the Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material if there is a
substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about Shepaug Valley Regional School District #12’s
compliance with the requirements of each major federal program as a whole.

In perfonning an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, we:

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material noncompliance, 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 Shepaug Valley Regional School District #12’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

• Obtain an understanding of Shepaug Valley Regional School District #12’s internal control over
compliance relevant to the audit in order to design audit procedures that are appropriate in the
circumstances and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
Shepaug Valley Regional School Distnct #12’s internal control over compliance. Accordingly, no
such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A sign (ficant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies hi internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining find information of Shepaug Valley Regional School District #12, as of and for the
year ended June 30, 2024, and the related notes to the financial statements, which collectively comprise
the Shepaug Valley Regional School District #12’s basic financial statements. We issued our report
thereon dated February 26, 2025, which contained unmodified opinions on those financial statements.
Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for the purposes of additional analysis as required by the Umform Guidance and is 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. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the 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 schedule of expenditures of federal awards is fairly stated in all material respects in relation to the
basic financial statements as a whole.

Ckzh’. tHjccti+C&, CP&1I
CHARLES HEAVEN & CO.

February 26, 2025
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Shepaug Valley RSD #12
Schedule of Expenditures of Federal Awards
June 30, 2024

Federal Grantor/Pass-Through Grantor/Program or Cluster Title

Federal
Assistance

Listing Number
Pass-Through Entity Identifying

N umber Total Federal Expenditures

United States Department of Education
Passed Through the Stair’ of Coituecticur Department of Educatio,t:

Special Education Cluster (IDEA):
Special Education - Grants to States
Special Education - Grants to States
Specia Education - Grants to States
COVID 19- ARP - Special Education Grants

Total Special Education - Grants to States

Special Education- Preschc’M Grants
Special Education - Presch cot Grants

Iota) Special Educatton - Preschoul Grants
Total Special Education Cluster (IDEA)

Education Stablizat ion Fund:

COVID 19- Eletnentary & Secondary School Emergency Relief
Fund (ESSER)
COVID 19- ARt’ - Elementary & Secondary School Etnergency
Relief Fund (ARt’ ESSER)

Total Education Stablisation Fund

Title I Grants to Local Educational Agencies
Tite I Grants to Local Educational Agenctes

Supporting Effective Instruction State Grants

cad D. Pcdtins Vocattonal Educattoti

84. I 73
84.173

I 20612-SDE64370-20983.2024

l2060-SDE64370-209S3-2023

rotal Expenditures of Federal Awards 795,614

84.027 l2060-SDE64370-20977-2024 S 286,401
84.027 12060-SDE64370-20977-2023 239,694
84.027 I2060-SDE64370-20977-202l 10,000

84.027X 12060-SDE64370-23083-2022 24,543

560,638

13,869

12,561

26,430

587,068

84.425D I 2060-5DE64370-2957l .2021 I 6,677

84.425U I 2060-SDE64370-29636-202 I 81,764

98,44

84.010 I2060-SDE64370-20679-2023 57575

84.010 I 2060-SDE64370-20679-2022 I 8,207

84.367 l2uoo-SDE64370-20858-2023 19,630

84.048 I 2060-SDE64370-20742-2024 14,693
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Shepaug ‘alley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis ofPresentation

The accompanying schedule of expenditures of federal awards includes the federal award activity of
Shepaug Valley Regional School District #12 under programs of the federal government for the fiscal year
ended June 30, 2024. The information included in the schedule of expenditures of federal awards is
presented in accordance with the requirements of title 2 u.s. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance).

Because the schedule presents only a selected portion of the operations of Shepaug Valley Regional
School District #12, it is not intended and does not present the financial position, changes in fund balance,
changes in net position. or cash flows of Shepaug Valley Regional School District #12.

Basis ofAccounting

Expenditures reported on schedule of expenditures of federal awards are presented on the modified
accrual basis of accounting. Such expenditures are recognized following the cost principles contained in
the Uniform Guidance. Under these principles, certain types of expenditures are not allowable or are
limited as to reimbursement. Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation ot the basic linancial statements.

INDIRECT COST RECOVERY

Shepaug Valley Regional School District #12 has elected not to use the 10% de minimis indirect cost rate
provided under Section 200.414 of the Unifonri Guidance.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Federal Findings and Questioned Costs
For the Year Ended June 30, 2024

I. SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s opinion issued: Unmodified

Internal control over financial reporting:

• Material weakness(es) identified?

______

yes X no
• Significant deficiency(ies) identified? X yes

_____

none reported
Noncompliance material to financial statements noted?

______

yes X no

Federal Awards

Internal control over major programs:

• Material weakness(es) identified?

______

yes X no
• Significant deficiency(ies) identified?

_____

yes X none reported

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

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR Section 200.516(a)?

_____

yes X no

Assistance Listing Number Name of Federal Program
84.027/84.173 Special Education Cluster

• Dollar threshold used to distinguish between
type A and type B Programs $750,000

Auditee qualified as a low-risk auditee?

______

yes X no
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Federal Findings and Questioned Costs
For the Year Ended June 30, 2024

LI. FINANCIAL STATEMENT FINDINGS

We issued our report, dated February 26, 2025, on internal control over financial reporting and on
compliance and other matters based on an audit of financial statements performed in accordance with
Governrnenl Auditing Standards.

Our report on internal control over financial reporting indicated significant deficiencies, as described
below:

Finding 2024-00 1

Type of Findin2

Significant Deficiency in Internal Control over Financial Reporting

Criteria

The District is responsible for implementing and maintaining a system of internal controls for which
the design of the system would allow management or employees, in the normal course of perming
their assigned functions, to prevent or detect and correct misstatements on a timely basis in addition
to ensuring that the assets of the District are properly safeguarded.

Condition

During the audit, the District disclosed that two purchases in a student activity account under the
supervision of a building administrator were not properly processed. There was also some confusion
as to who had check signing authority for the student activity hind.

Context

During the audit, the instances of inconsistent purchase procedures in the student activity hind were
confinned as well as the instance ofan improper signatory of a check.

Effect

A main goal of formally documenting accounting procedures in a manual is to document the system
of internal controls, checks and balances, to decrease the risk of fraud, error, misappropriation of
District assets, and potential inaccurate financial reporting.

Cause

The cause relating to the mishandled purchases and signatory authority is due to a change in
personnel and a lack of adherence to the District’s customary accounting procedures.

Repeat Findin2 No

Recommendations

The District should have their internal controls and related policies and procedures formally
documented in an accounting procedures manual.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Federal Findings and Questioned Costs
For the Year Ended June 30, 2024

IL. FLNANCIAL STATEMENT FINDINGS (continued)

Management’s Response I Views of Responsible Officials

Management agrees with this finding. A formal accounting procedures manual for student activity
funds was documented, approved and implemented as of July 1, 2024. Revisions to the manual will
be made as needed to ensure the manual is current at all times. In addition, all student activity thnds
were transitioned to Central Office under the oversight of Business Office personnel including the
Director of Finance and Operations. This transition added two more levels of necessary approvals to
all purchases and disbursements. The transition took place effective July 1, 2024.

ILL. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No federal award findings or questioned costs were reported.
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