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Charles Heaven & Co.
Certified Public Accountants
Waterbury, Connecticut

INDEPENDENT AUDITOR’S REPORT

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

Report on the Audit of the Financial Statements

Opinions

We have audited thc accompanying financial statements of the governmental activitics, each major fund,
and the aggregate remaining fund infonnation of Shepaug Valley Regional School Distnct #12, as of and
for the year ended June 30, 2025, and the related notes to the financial statements, which collectively
comprise Shepaug Valley Regional School District #12’s basic financial statements as listed in the table of
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund infonnation ofShepaug Valley Regional School District #12 as of June 30, 2025, and the respective
changes in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis fuìr Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United Statcs of
America and the standards applicable to financial audits contained in Goi’emnrnent Auditing Standards,
issued by the Comptroller General of the United States. Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of Shepaug Valley Regional School Distnct #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 ofManagementfor 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 free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Shepaug Valley Regional School
District #12’s ability to continue as a going concern for twelve months beyond the financial statement
date, including any currently known information that may raise substantial doubt shortly thereafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with 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 perforni 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 ofimme.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 11, budgetary comparison information 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 pan 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 prox ide 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, and schedule

of expenditures of state financial assistance, required by the State Single Audit Act are presented for

purposes of additional analysis and are not a required pan 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 the United States of America. In our opinion, the combining and individual

nonmajor fund financial statements and supplemental schedules, and the schedule of expenditures of state

financial assistance are fairly stated, in all material respects, in relation to the basic financial statements as

a whole.

Other Reporting Required by Goi’ernrnent Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 9,

2026. 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 considerinu Shepaug Valley Regional

School District #12’s internal control over financial reporting and compliance.

LIaiea Eav.e-s # Ce

CHARLES HEAVEN & CO.
Waterbury. Connecticut

February 9, 2026
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2025

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, 2025. This review considers the performance of the District as a whole,

and not as individual schools or programs. Jnfornrntion 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 revtew the financial statements and accompanying notes for an enhanced understanding of the

District’s overall performance.

The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the

Governmental Accounting Standards Board (GASB) in their Statement No. 34. Basic Financial Statements —

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

Statement No. 37, Basic Financial Statement — and Management Discussion and Analysis — for State and

Local Governments: Omnibus, an amendment to GASB Statement No. 21 and No. 34, issued in June 2001.

Presentation of certain comparative information between the current and the prior year is required.

The District serves the towns of Bridgewater, Roxburv and Washington. Connecticut and operates three

elementary schools, as well as a combined middle-high school. The elementary schools are The Buntham

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 1,2024 is as follows:

Pre-Kindergarten & Kindergarten 73 students
Elementary. Grades 1 through 5 237 students
Middle School, Grades 6 through 8 134 students
High School, Grades 9 through 12 354 students
TOTAL ENROLLMENT 798 students

The student population included 232 non-resident students: 122 Agriscience students from the seven sending

towns, 34 students from the ‘l’own of Sherman, 14 staff members’ children and 62 students from other area

towns. Overall student enrollment increased by one student from the 2023-2024 District enrollment of 797.

Financial I1ihlights

• On a government-wide basis, the District’s assets and deferred outflows of resources of $44,222,620

at June 30, 2025 exceed the sum of its liabilities and deferred inflows of resources of$1 1,799,866,

resulting in net position of $32,422,754. Of this amount. $26,084,183 was invested in capital assets,

net of its related debt. S. 3,793,391 was restricted, and $2,545,180 is unrestricted.

• On a fund basis, the District’s governmental funds report ending fund balances of $8,659,428, an
increase of 53.878.679 from last fiscal year. The total fund balance of the General Fund of

S3,329,586 represented 38% of total ffind balance.

• At the end of the current fiscal year, restricted fund balance for the General Fund was $684,108 which

has been restricted in accordance with state statutes for use in reducing member town assessments in

a subsequent fiscal year. The remainder of the fund balance in the General Fund of $2,399.01 I has
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Shepaug ‘alley Regional School District #12
Management’s Discussion and Analysis (N1D&A)

June 30, 2025

been assigned to: (I) liquidate existing commitments in place at year-end and (2) accumulate in an

Educational Reserve Fund.

• The final expenditure budget was set at $27,576,554. Actual revenues were S433,829 greater than

budgetary projections, expenditures and other financial uses were S237,705 less than budgetary

projections, resulting in a positive budgetary variance of $671,534, and an actual increase of fund

balance of $684,108.

Overview of Financial Statements

These financial statements consist of three pans: 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 information 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 parts 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 trustee 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.

Governmcnt-441dc 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 tn 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 govenurient 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 hind 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 funds to control and
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2025

manage resources for particular purposes and to show that the District is meeting legal responsibilities for
using certain revenues.

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 Junc 30, 2025 is $32,422,754 which is an increase of $7,202,319 over
prior year’s net position of $25,220,435. This increase is mainly due to revenue from: (1) final receipt of
school construction grant funds, (2) increase in participating town revenue.

The District net position is as follows:

June 30, 2025 June 30, 2024
Assets
Cash, cash equivalents, and investments S 8,685,907 $ 4,854,962
Due from State of Connecticut
Prepaid expenses 246,467 267,332
Capital assets & right-to-use leased asset, net of

accumulated depreciation 34,189,306 34,968,543
Total Assets 43,121,680 40,090,837

Total Deferred Outflows of Resources 1,100,940 960,743

Liabilities
Accounts payable and other accruals 286,601 417,961
Unearned revenue 49,356 52,420
Long-term debt 10,327,051 14,694,959
Total Liabilities 10,663,008 15,165,340

Total Deferred Inflows of Resources 1,136,858 665,805

Net Position
Invested in capital assets, net of related debt 26,084,183 22,843,543
Restricted 3,793,391 4,069,392
Unrestricted 2,545,180 (1,692,500)

Total Net Position $ 32.42L754 $ 25.220.435
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Shepaug Valley Regional School District #12

Management’s Discussion and Analysis (MD&A)

June 30, 2025

Capital Assets & Right-to-use Leased Assets

In accordance in GASB Statement No. 87, the District has recorded a right-of-use leased asset for computer

equipment for the year ended June 30, 2025. The total capitalized cost of the equipment is $191,699 net of

$63,900 of accumulated amortization to total $127,799.

The District continues to do an annual physical inventon 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.

The District’s capital assets, net of accumulated depreciation, as of June 30. 2025 totaled $34,061,507 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 Districts

capital assets is mostly attributable to depreciation expense of $1,250,621 in excess of capital asset additions,

disposals, and adjustments of S343.585. Major capital asset additions include: card readers & aiphones,

vestibule doors and wails, security windows, SVS door replacement, central office boiler replacement, chain

link fence. There were no major disposals or adjustments.

June_JQ, 2025 June 30, 2024

Land and land improvements S 152,512 S 152,512

Building, improvements, and leasehold 33,350,666 34,187,468

improvements
Furniture and equipment 558,329 62

Total Net Capital Assets

Long-Term Debt

At the end of the current fiscal year, the District had total bonded debt outstanding of $7,975,000, all of which

is backed by the full faith and credit of the District and its member towns of Bridgewater, Roxburv, and

Washington.

Other long term debt includes: (1) compensated absences & other leave benefits, (2) net OPEB liability, (3)

net pension liability, and (4) lease liability (related to leased computer equipment). The post-retirement

benefit obligation of the District is 51,516,858 on June 30, 2025. 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 Distnct’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.

Chan2es in Net Position

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

Charges for services decreased by $360,244. The decrease is mostly attributable to decreased tuition

from nonresident students and agriscience tuition.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2025

Operating grants and contributions increased by $1,109,870. The increase is mainly related to
increased AgriScience grant funds from the State of CT and increased on-behalf contributions made
by the State of CT related to the Teachers Retirement Board pension and OPEB plan.

• Capital grants and contributions increased by $5,651,997 with the final receipt of school construction
grant funds.

• Participating Town revenue increased by $944,471,as approved by the participating Towns.

• The District’s expenses predominantly related to educating and caring for students are 521,825,429 or
71% of the total expenses. This consists of instructional services, support services, and transportation
costs. This decreased by $131,603 from prior year’s total of $21,957,032. The decrease is mostly
attributable to decreased capital outlay, plant operation and maintenance, tuition - other schools, and
administrative costs greater than increased costs related to salaries and transportation.

• Employee benefits increased by $854,660 because of changes in the actuarial calculated net pension
liabilities and net OPEB liabilities. The employer pensioniOPEB expense and revenue recognized in
the financials is $4,085,092.

The following is a summary of the changes in net position for the year ended June 30, 2025 for governmental
activities of the District.

June 30, 2025 June 30, 2024
Program Revenue
Charges for Services S 1,843,626 $ 2,203,870
Operating Grants & Contributions 5,802,888 4,693,018
Capital Grants & Contributions 5,695,801 43,804
General Revenue
Participating Towns 24,540,875 23,596,404
Investment and Miscellaneous Income 197,687 154,628
Total Revenue 38,080,877 30,691,724

Program Expenses
Instructional Services 14,074,690 14,095,357
Support Services 6,345,529 6,548,153
Employee Benefits--unallocated 7,619,291 6,764,631
Transportation 1,405,210 1,313,522
Debt Service 309,653 450,819
Depreciation -. unallocated 1,124,185 1,130,812
Total Expenses 30,878,558 30,303,294

Change in Net Position 7,202,319 388,430
Net Position — Beginning of Year 25,220,435 24,832,005
Net Position — End of Year $ 32.422.754 $ 25.220.435
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Shepaug Valley Regional School District #12

Management’s Discussion and Analysis (MD&A)

June 30, 2025

Governmental Activities

The net cost of all governmental activities is $17,536,243, summarized as follows:

June 30. 2025 June 30, 2024

Instructional services S 10362.290 S 10,667,596

Supporting services 497,096 6,201,923

Employee Benefits 3,531,320 3,688,319

Transportation 1,311,699 1,223,133

Debt Service 309,653 450,819

Depreciation 1.124.185 1,130,812

Total $fl14536,243 $ 23.362.602

Financial Analysis of the District’s Funds

The financial perfonnance of the District, as reported in more detail, is retlected in its governmental funds. As

the District completed the year, its governmental funds reported a combined flind balance of $8,659,428

which compares to last year’s ending fund balance of $4,780,749. This was an increase in the fund balance of

$3,878,679.

The fund balance in the General Fund increased $1,455,508. Revenue from participating towns and

intergovernmental revenue increased more than the increase in total expenditures.

The fund balance in the Debt Service Fund increased by $82,635 with operating transfers into the Fund more

than inlerest and capital outlay costs.

The fund balance in the Capital Reserve Fund decreased 5183.993. with vestibule security and door

replacement capital outlay costs in excess of investment income.

The fund balance in the Capital Project Elementary Repair Fund increased $65,399, with operating transfers

into the Fund more than plant operation & maintenance costs.

The fund balance in the Capital Project Fund increased by $2,383,244. This is mostly related to receipt of

construction payment grant funds in excess of the payoff of the general obligation bond.

The fund balance in the Non-major Funds increased by $75,886. Most of the increase is related to: (I) receipt

of F-rate funds in the Universal Service Fund, and (2) increased student tuition in the REACH program with

REACH expenditures recorded in the General Fund.

General Fund Bud2etarv Expenditure Highlights

A schedule of the District’s original and final budget amounts compared with actual revenues and expenses

are provided in the supplemental section of the accompanying financial statements. General Fund

expenditures for the fiscal year ended June 30, 2025 total $27,338,849 or 99.13% of the budget of

$27,576,554 which is $237,705 less than budgeted. This includes transfers to other funds.

Personnel Services and Employee Benefits — At year end, these accounts are under budget by $982,280.

Salary costs were lower than budgeted as certain staffing positions remained vacant amidst prevalent staffing

shortages with per diem substitutes occupying positions regularly filled by salaried staff members.
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Shepaug Valley Regional School District #12
Management’s Discussion and Analysis (MD&A)
June 30, 2025

Additionally, the District realized demographic changes that resulted in lower than anticipated health benefit
premiums even in the face of rising healthcare premiums.

Purchased Professional & Technical Services - At year end, these accounts are under budget by $78,368.

mostly due to fluctuation in contracted pupil services.

Purchased Property Services
— At year end, these accounts are under budget by 547,63 I, mostly related to

negotiated savings in maintenance contracts.

Other Purchased Services — At year end, these accounts are under budget by $443,488, mostly related to
lower transportation costs resulting from bus driver shortages and decreases in outsourced special education

expenses.

Supplies — At year end, these accounts were under budget by S 18,855.

Property & Programs At year end, these accounts were over budget by $809,089 mostly as a result of

upgrades to the Shepaug Valley School Library Learning Commons and new classroom furniture as approved

by the Board of Education based on savings in other budget categories.

Dues & Fees / Debt & Miscellaneous — At year end, these accounts are under budget $27,703.

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 SI .281.864.

• 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

atid representatives. The list of reconrnended repairs is presented to the full Board of Education for
approval.

• The Connecticut General Statutes provide that a Regional Board of Education may transfer up to 2%
of the Boards approved budget appropriation to a reserve fund for educational expenditures. The
Board of Education voted to transfer 2% or $551,531 to this fund. The balance in the fund can be

used for educational expenditures and is included in the General Fund unassigned fund balance.

Economic Factors and Future Budgets

In the 2024-2025 school year, the District’s audit of the state-funded agriscience academy addition and

science lab renovation projects was completed. The State of Connecticut Department of Administrative

Services released the remaining grant funding for the projects and the District retired 53.500.000 in short-term

bonded debt.

At the time these financial statements were prepared and audited, the District contemplated the following

factors that could affect future financial planning:

In early 24-25, the District formed the Intermunicipal Elementary Advisory Committee comprised of Board

members, town officials and representatives, and District administrators to evaluate the elementary school

-10-



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

buildings in each town with respect to deferred maintenance and modernization. The committee work is
ongoing and the committee is expected to make recommendations to the Board of Education in 2026.

The District is finalizing a 10-year capital improvement plan to address its school buildings. The plan
contemplates bonding over the course of the plan to address necessary systems updates and required
maintenance and to comply with legislative mandates with respect to air quality.

The State of Connecticut Department of Education continues to evaluate the amount and source of funding for
ASTE centers. An increase in per pupil funding, or a shift to provide a higher percentage of state funding,
could have a positive effect on the enrollment of the Agriscience Academy and related opporunities.

Requests for Information

This financial report is made to provide our regional community, 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 and Operations,
Regional School District 12 at (860) 868-6100.
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Shepaug Valley Regional School District #12

Towns of Bridgewater, Roxbury and Washington

Statement of Net Position

June 30, 2025 Governmental
Activities

Assets:
Cash and cash equialents S 8.141370

Prepaid expenses 246.467

Noncurrent assets:

Investment 54h37

Right-to-use leased asset - net of accumulated amortization 127,790

Capital assets - net of accumulated depreciation 34.061.507

Total Assets 43,121,680

Deferred Outflows of Resources:

Differences between expected and actual experience - pension 258.895

Changes of assumptions - pension 507.492

Changes of assumptions - OPEB 334553

Total Deferred Outflows of Resources 1,100,940

Liabilities:

Accounts payable 167,090

Accrued interest 63,011

Accrued payroll, payroll taxes, and hcncftts 56,500

Unearned revenue 40,356

Noncurrent liabilities:

Due within one year 713,623

Due in more than one year 9.613.428

Total Liabilities 10,663,008

Deferred Inflows of Resources:

Net difference between projected and actual earnings on plan investments - pension 274,364

Differences between expected and actual experience - OPEB 862,494

Total Deferred Inflows of Resources 1,136,858

Net Position:

Net investment in capital assets 26.084183

Restricted

Member towns 684,108

Technology - USF fund 83.842

Scholarships 243,525

Capital non-recurring expenditures 2.228,808

Pre School 360,210

Student activities 192.808

Unrestricted 2.545,180

Total Net Position S 32,422,754

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 Funds to the Statement of Net Position

June 30, 2025

Total fund bnlances for governmental funds S 8,659,428

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 S 34.061.507

Right-to-use leased assets, net of accumulated mortization 127,799 34,189,306

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 outflow s of resources:

Differences between expected and actual experience pension S 258.895

Changes of assumptions - pension 507.492

Changes of’ assumptions - OPEB 334.553 1.100,940

Long-term liabilities and deferred inflows of resources that pertain to governmental

funds, including bonds payable and lease liabilities, 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 proiected and actual earnings on pan inestments - pensi S (274.364)

Differences between expected and actual experience - OPEB (862.494)

Net pension liability (594,218)

Accrued interest (63,011)

Bonds payable (7.975,000)

Lease liabilities (130,123)

Compensated absences and other leave benefits (110.852)

Net OPEB liability (1.516.858) (I i.526.920)

Total net position of governmental activities $ 32,422,754

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 Junc 30. 2025

Net change in fund balances-total governmental funds S 3.878.679

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 alocated over their estimated useful lites arid

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

in the current period is as follows:

Capital outlays 5 535,284

Depreciation expense (1,314,521) (779,237)

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 net position. however, issuing debt increases long-term liabilities and

does not affect the statement of activi:ics. The repayment of principal reduces the

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

[.ease principal payments reduce lease liabilities in the government-wide statements and are

not expenses of the current period. Interest expense on lease liabilitieds in reported in the

statement of activities. Fhe net effect of these differences is as follows:

Repayment of bond principal S 4,150.000

Interest on long-term debt 65.825 4.215825

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 activities (330,856)

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 5 324,991

Change in compensated absences and teniiination benefits 4,935

Change in lease liabdity (130A23)

Change in net pension liability 18.105 217,908

Change in net position of governmental activities S 7,202,319

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, 2025

Pension
Trust Fund

Assets:
Cash and cash equivalents $ 282.538
Investments 9.051.958

Total Assets 9.334.496

Net Position:
Held in trust for pension benefits 9,334.496

Total Net Position $ 9,334,496

The accompanying notes are an integral pan of these financia] statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury and Washington

Statement of Changes in Fiduciary Net Position - Fiduciary Fund

Year ended June 30, 2025

Pension
Trust Fund

Additions:
Employer contributions S 288.030

Investment income:

Net increase in the fair value of investments 72.572

Interest and dividends 226.002

Total Investment Income 898,574

Less: investment management fees 41317

Net investment income 857,257

Total Additions 1,145,287

Deductions:
Pension benefits 549,868

Change in Net Position 595,419

Nd Position - Beginning of Year 8,739.077

Net Position - End of Year S 9,334,496

The accompanying notes are an integral part of these financial statements.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roibury, and Washington
Notes to Financial Statements
June 30, 2025

Note “I” - Summary of Si2nificant 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 governmental
‘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

Goi’crnnwnt—nidc Financial Statements:

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report infonnation on all of the nonfidueiarv 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 nornially supported by par1icipatin 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: I) 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 Statcmc’nts:

Separate financial statements are provided for governmental funds, including fiduciary finds, 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 finds are aggregated and reported as nonmaior funds.
Individual find 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, 2025

Note “I” — 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 fund 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 rules 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 funds

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 of,
general long-term debt principal, interest, and related costs.

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

Capital Project Elementaty 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, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

Note “1”— Summars of Significant Accounting Pohcies (continued):

C. Measurement Focus and Basis of Accounting (continuçJ:

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

Additionally, the District reports the following fund type:

Pension Trust Fund: This accounts for the fiduciary activities of the District’s single-employer

public employee retirement system (PERS).

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

D. Assets. Liabilities. Deferred OutfiowsInflows of Resources and Net Position/Fund Balances

Cash and Cash Equivalents and Investments

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

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

The Connecticut General Statutes authorize the invesiment 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 he deposited in the State Treasurers Shorl-Temi Investment Funds
(STIFj. 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 fran; f/ic State of Conriec/iciti

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 arc considered fully collectible.

Prepa id Expenses

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

Jnterfhnd Activity

Flows of cash or goods from one fund to another without a requirement for repayment are reported as
interftind 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
front/to other funds”. These amounts are eliminated in the statement of net position.
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Shepaug ‘alley Regional School District #12
Towns of Bridgewater, Roxbury, and Vashington
Notes to Financial Statements
June 30, 2025

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

D. Assets. Liabilities. Deferred OutfiowsInfiows of Resources and Net PositiorvFund Balances

(continued):

flt;nra/ 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 histoncal cost if purchased or constructed. Donated capital assets are recorded at
fair value at the date of donation.

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

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

Qgdtion Useful l.ife
Land Not depreciated
Construction in Progress Not depreciated
Land improvements 20 years
Buildings & lmproements 20 50 years
Furniture and Equipment 5 10 years

Dcfrtied Otttflrnts and Def&red Jnf1oc:v of Resources

The 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
rcporting period. The District reports deferred outilows of resources related to pension and OPF.B,

resulting 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 OPF.B 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.

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 expenditures. In subsequent periods.

when the District has legal claim to the resource, the unearned revenues are 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, 2025

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

D. Assets. Liabilities. Deferred Outflows/Inflows of Resources and Net Positioa’Fund Balances
nued;

Long- Term Debt

In the government-wide financial statements, long-tern-i 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 governmental activities statement of
net posit ion.

General Obligation Bonds and Notes:

In the goveriment-wide financial statements, long-term debt is reported as liabilities in the
statement of nel 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, governmental 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 .4hsences

Employees accumulate, by prescribed formula, vacation, sick, and personal days for subsequent

use or for payment upon termination or retirement. The liability for compensated absences

reported in the government-wide financial statements consists of leave that has not been used that

is attributable to services already rendered, accumulates, and is more likely than not to he used for

time off or otherwise paid in cash or settled through noncash means. The liability is based on
estimates of the amount of vacation. sick and personal leave that employees will use in future

years. Actual leave amounts could differ from those estimates and those differences could be
material to the financial statements.

A liability for these amounts is reported in the governmental funds only for amounts expected to

be paid with available resources; for example, as a result of employee resignation and retirements.

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 ofa 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, 2025

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

D. Assets. Liabilities. Deferred Outflows/Inflows of Resources and Net Positioa’Fund Balances

(continued):

Net OPEB Liahilin

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 OPFB (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

Leases

The District accounts for leases in accordance with GASB Statement No. 87, Leases. Under
GASB 87. leases are recognized as right-of-use assets and lease liabilities on the statement of net
position. Right-of-use assets represent the District’s right to use leased equipment for the lease

term. Lease liabilities represent the present value of lease payments expected to be made over the

lease term. The lease term includes noncancelable periods and periods covered by options 10

extend or tenninate the lease ifthe District is reasonably certain to exercise those options. The

District uses the incremental borrowing rate to discount future lease payments to present value.

Short-tenn leases (with terms of 12 months or less) are not capitalized. Lease payments for short

term leases are recognized as expenditures in the period incurred.

Feint! Equity tiiid Net Position — Governmental Fund.c:

In the fund financial statements, fund 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 fonn (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 fund 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 find balance — remaining fund balance after amounts are set aside for other
classifications
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

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

D. Assets. Liabilities, Deferred Outflowsnlntlows of Resources and Net PositionFund Balances
(continued):

Pursuant to SectionS 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 find may not exceed 2.0% of the annual District budget for the
fiscal year. Transfers to the reserve find 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. The education expenditure fund is
included in the General Fund.

The District’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.

Fund Equity and Nut Pusition —. Governrnen!al Fronts (conünued}:

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

Net Investment in Capital Assets — This category 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
not 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 confomity with U.S. 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.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxhury, and Washington

Notes to Financial Statements
June 30, 2025

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 to 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 district meeting to present a proposed budget for the next fiscal year. Any person may

recommend the inclusion or deletion of expenditures at such time. After the public hearing, the Board

prepares an annual budget for the next fiscal year.

At the annual meeting on the first Monday in May, the Board presents a budget which includes a

statement of( I) 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 infonnation 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 thc 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 cacti member town.

The budget for the General Fund has substantially been prepared on the modified accrual basis.

Encumbrances, commitments related to unperfonried 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 fornial budget is adopted.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

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

A. Cash and Cash Equivalents

Governmental Fiduciary
Funds Funds

Deposits:
Demand Accounts S 7,743,844 $ 282,538
Certificate of Deposit 544,537

_________

Total Deposits 8,288,381 282,538

Petty Cash and Cash on Hand 1.300

Cash Equivalents:
State Short-Term Investment Fund (STIF) 396,226

Certificates of Deposits classified as investments (_5.4.4,537

Total Cash and Cash Equivalents S 8,141,370 S. 2$253.E

B. Pcaosits

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,

2025, the carrying amount of the District’s deposits was $8,570,919 and the bank balance was

$8,953,741. Of the District’s bank balance, $6,009,813 was exposed to custodial credit risk; as

follows:

Uninsured and uncollaterialized S 5,408,832

Uninsured and collatenalized held by pledging
Bank’s trust department not in the District’s name 600,98 I

Total amount subject to custodial credit risk

C. çuivalents

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, 2025, the District’s cash

equivalents amounted to 5396.226.

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) isa “2a7-Like’ pool. The fair value of the portion in the pool is the same as the value of the

pool shares.
Standard and Poor’s

State of Connecticut Short-Term Investment Fund (STIF) AA.Am
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

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

D. Investments

At June 30. 2025. the District’s investments consisted of the following:

Average Investment

Types of Investments Fair Value Credit Rating Maturity

Primary Government
Certificate of Deposit S 544j37 * 10/24/2025

Fiduciary Funds
Mutual Funds S 9,05),958 N/A N/A

* included in deposils above, therefore, insured and collateralized to the extent described above

- 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

maturities 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.

Ii. 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 I inputs are quoted prices in an active market for identical
assets: 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 recurnng 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 techniques 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, 2025, the District’s investments are measured on a recurring basis using Level I
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.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxhury, and Washington
Notes to Financial Statements
June 30, 2025

Note “4” - Interfund Transfers:

At June 30. 2025, interfund transfers consisted of the following:

Transfer from Transfer to Other Net
Other Funds Funds Transfers

Major Governmental Funds:
General Fund S --- S 1,381,864 S (1.381,864)
Debt Service Fund 1.281 ,864 I .281,864
Capital Project — Elementary Repair Fund 100,000 100.000

Total S 1,381,864 S 1,381,864 S

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, 2025, the General Fund owed the Capital Project Fund $1,016,166. Both funds are major
governmental funds. the amounts due to and from other funds were as follows:

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

Note “6” - Operating Deficiencies and Fund Deficits:

At June 30, 2025, the following individual funds had operating deficiencies and/or fund deficits, none of
which constitutes a violation of statutory provisions.

Operatint Deficiency Fund Deficit
Major Governmental Funds:

Capital Reserve Fund S 183,993 S

________

Non-Major Governmental Funds:

State and Federal Grants Fund S 4,701 5
-:

Scholarship Fund . $ 8565 5 -
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Shepaug ‘alley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

Note “7”— Capital Assets:

Capital asset activity for the year ended June 30, 2025 was as follows:

Balance Adjustments & Balance

July 1.2024 Additions Disposals Reclasses June 30. 2025

Governmental activities

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

Capital assets, being depreciated:
Buildings and leasehold

improvements 53,280,990 288,126 94,600 53,663,716

Furniture and equipment 1.071.236 43.041 ( 11.000) ( 130.628) 972,649

Total capital assets - depreciated 54,352,226 331,167 ( 11,000) ( 36,028) 54,636,365

Accumulated Depreciation:
Buildings and leasehold

improvements (19.093,522) ( 1,124.185) ( 95,343) ( 20,313,050)

Furniture and equipment ( 442,673) ( 126.436) 7,792 146.997 ( 414.320)

Total Accumulated Depreciation ( 19,536,195) ( 1,250,621) 7,792 51,654 20,727,370)

Net Capital Assets - depreciated 34,816,031 ( 919,454) ( 3,208) 15,626 33,908,995

Net Governmental Activities -

Capital Assets S 34,96R,543 S( 919,454) S( 3,208) S 15,626 S 34,061,507

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

Governmental activities:
Unallocated S 1.124.185

Instructional program 46,770

Supporting services:
Operation and maintenance of facilities 79,666

Total depreciation expense. governmental activities S ,25O621
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Note “8” - Long-Term Debt:

Long-term liability activity for the year ended June 30, 2025 is as follows:

Balance Balance Amounts Due

July 1, 2024 Additions Retirements June 30, 2025 in One Year

General Obligation Bonds $ 6,375,000 S --- S 400,000 $ 5,975,000 S 400,000

of 20 19

General Obligation Term
Loan. dated 81622 2,250,000 --- 250,000 2,000,000 250.000

General Obligation Bond.
dated 8:15/23 3.500.000 --- 3.500.000

Compensated Absences &
Other Leave Benefits 115,787 23,590 28,525 110,852

Net OPEB Liability 1,841,849 87,542 412,533 1.516,858

Net Pension Liability 612,323 1,127,181 1.145.286 594,218

Lease Liability --- 191.699 61,576 130.123 63.623

Totals $24,694,959 S 1,430,012 $ 5,797,920 S 10,327,051 $ 213,623

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

A summary of general obligation bonds and notes outstanding as of June 30. 2025 is as follows:
Balance

Date of Amt of Outstanding
Date of Issue Mwrit Interest Rate Original Issue 6/30’2025

General Obligation Bonds 4/10/2019 4/1/2040 2.125
- 5.000% S 8,250,000 $ 5,975,000

of 2019

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

General Obligation Bond.
dated 8/15t23 8/16,2023 8/15/2038 443% 3,500,000

__________

Totals S t4,20,O0O $ :2-75;0Q-0
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Note “8” - Long-Term Debt (continued):

The proceeds from the general obligation bonds finance capital projects, including: the Asriscience STEM

Academy Facilities Construction / 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 Ending June 30 Principal Interest Total

2026 S 650,000 S 219,869 S 869.869

2027 650,000 200,719 850,719

2028 650,000 185,569 835,569

2029 650,000 169,919 819,919

2030 650,000 153,769 803,769

2031-2035 2,750,000 509,894 3,259,894

2036-2040 I .975,000 180,21 7 2,155.217

Total S . 7,975,ODO S :9956 S

Note “9” — Leases

The District entered into a lease agreement for the use of computer equipment. In accordance with GASB

Statement No. 87, Leases, the District recognizes a right-of-use asset and a corresponding lease liability

for all leases with terms greater than 12 monlhs.

Right—qF Lice Assets and Lease Liabilities

As of June 30, 2025, the District reported a net right-of-use asset of$l27,799, net of $63,900 of

accumulated amortization. As of June 30, 2025, the District reported a lease liability of $130,123.

Current year amortization expense totaled $63,900.

Lease Terms and Discount Rate

The lease term is 3 years. The lease payments are fixed at $5,675 a month. The Distnct uses a discount

rate of 4.43% to calculate the present value of future lease payments.

Future Minimum Lease Pavnzents

Future minimum lease payments under non-cancelable leases are as follows:

Year Endinu June 30 Principal Interest Total

2026 S .63.623 S 4,483 S 68.106

2027 66.500 1,606 68,106

Total $ - l3Q,123 $.6Q&9 $.fl6 212
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Note “10”- Emplosees Retirement System, Non-certified Employee Plan

A. General Information about the Pension Plan

Shepaug Valley Regional School District #12 is the administrator ofa 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 fund. The plan does not issue stand-alone

financial statements. The membership of the plan consisted of the following at July I. 2025, the date

of the latest actuarial valuation:

Retirees and heneficianes currently receiving benefits 71

Vested terminated employees 8
Active employees 58

Total

The District provides all Employee retirement benefits through a single employer, noncontributorv,

defined benefit plan. Under the plan. all regular fiill-tinie and regular pan-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 the average of the five highest years’ 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 I, 2025

actuarial valuation.

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 District’s funding policy provides for periodic employer contributions at actuanalLy dcicrmined

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: PERS financial statements are prepared using the accrual basis of accounting.

Employer contributions 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.
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Note “10”- Employees Retirement System, Non-certified Employee Plan (continued):

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 long-term capital appreciation investments with some consideration

for current income. Lnvestments are primarily in equity securities and other asset classes, with growth

as the primary objective. Fixed income secunties are utilized for risk management. The following
was the asset allocation policy as of June 30, 2025:

Asset Class Target Allocation
Equities 60%
Fixed Income 37%
[‘ash 3%

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

Northern Mid Cap Index Fund S 782,11 7 8.38%
Federated Hermes Total Return Bond Fund $ 855,670 9.17%
Allspring Core Bond Fund $ 856,062 9.17%
Dodge & Cox Income Fund $ 856,523 9.18%
TCW Metwest Total Return Bond Fund $ 857,759 9.19%
Vanguard 500 Index Fund S 1.190,425 12.75%

Rate of Return: For the year ended June 30, 2025, the annual money-weighted rate of return on

pension plan investments! net of pension plan investment expense. was 10.09%. The money-weighted

rate of return expresses investment perforniance, 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, 2025 were as follows:

Total pension liability S 9,928.714
Plan fiduciary net position 9,334,496

Net pension liability (asset) S 594,218

Plan fiduciary net position as a percentage of the total pension liability 94.02%

F. Actuarial Assumptions

The tota] pension liability was determined by an actuarial valuation as of July 1,2025. using the

following actuarial assumptions, applied to all periods included in the measurement:

Inflation: 2.50%
Salary Increases: 3.00%
Investment Rate of Return: 6.00%, net of pension plan investment expense
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June 30, 2025

Note “10”- Employees Retirement System, Non-certified Employee Plan (continued):

F. Actuarial Assumptions (continued):

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
5.75% as of July 1,2024 to 5.50% as of July 1.2025.

The long-term 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 penston 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. 2025 (see the discussion of
the pension plan’s investment policy) are summarized in Ihe following table:

Long-Term Expected
Asset Class Real Rate of Return
Equities 5.70%
Fixed income 0.63%
Cash 0.00%

G. Discount Rate:

l’lie discount rate used to measure the total pension liability was 5.50%. The projections of cash
flows used to determine the discount rate assumed that the District contribution will he 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 future benefit paymenls of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was applied
10 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
5.50%. as well as what the District’s net pension liability would be ifit were calculated using a
discount rate that is 1 percentage point lower (4.50%) or I percentage point higher (6.50%) than the
current rate:

1% Decrease Current Discount 1% Increase
4.50% Rate 5.50° 6.50%

Total Pension Liability S 10,967,640 5 9,928,714 S 9.042.252
Plan Fiduciary Net Position S 9,334,496 S 9,334496 S 9.334,496
Net Pension Liability (Asset) S 1,633,144 S 594,218 S( 292,244)
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Note “10” - Employees Retirement System. Non-certified Employee Plan (continued):

1. Changes in the Net Pension Liabtlitv
Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability

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

Balances as of June 30, 2024 S 9,351,400 S 8,739,077 5 612,323

Changes for the Year:
Service cost 196,652 196,652
Interest on total pension liability 521,897 521,897
Differences between expected and

actual experience 1 73,891 I 73,891
Changes ofassumptions 234.741 234.741
Employer contributions 288,030 ( 288,030)
Net investment income 857.256 ( 857,256)
Benefit payments ( — 549.867) ( 549,867)

_______

Net changes 577,314 595.419 { 18.105)

Balances as of June 30, 2025 $ 9,928,734 $ 9,334,496 S 5942l8

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

For the year ended June 30, 2025, the District recognized pension expense of S424,404 and reported
deferred outflows of resources and deferred inflows of resources from Ihe following sources.

Deferred Outflows Deferred Inflows
of Resources of’ Resources

Differences between expected and actual experiences 5 258.895 S
Changes of assumptions 507.492
Net difference between projected and actual earnings of

plan investments

_________

274.364
5 766,387 $ 274,364

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,
2026 273,121
2027 ( 55,732)
2028 ( I ,837)
2029 50.958
2030 94,362
Thereafter 131.151

S
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Note “11” - 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 167a 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 hinds 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.ttov.

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 senice 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 creditcd service (maximum benefit is 75% of average annual salary during

the 3 years of highest salan’). In addition, amounts derived from the accumulation of 6%

contributions made prior to July I, 1989 and voluntary contributions are payable.

Early Retirement: Employees are eligible after 25 years of credited servicc 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 nonnal retirement age.

Effective July I, 1999, the reduction for individuals with 30 or more years of service is 3% per year

by which retirement precedes normal retirement date.

Mujinitan Benefit: Effective January I. 1999. Public Act 98-25? provides a minimum monthly benefit

of S 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 ofthe highest

three years of pensionable salary. as defined per the Plan, hut 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.
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Note “11”- State of Connecticut Teachers! Retirement System: Pension (continued):

B. Benefit Provisions (continued)

Pre-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 ofConnecticut: 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.

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

Plan, as contributions are required only from employees and the State.

For the year ended June 30. 2025, the amount of “on-behalf’ contributions made by the State was

S3,425,597 and is recognized in the General Fund as intergovernmental revenues and education

expenditures.

Eniplovees: 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, 2025, 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 S

State’s proportionate share of the net pension liability associated with the District S 34,753,603

The net pension liability was measured as of June 30, 2024, and the total pension liability used to

calculate the net pension liability was determined by an actuarial valuation date of June 30, 2024. At

June 30, 2025, the District has no proportionate share of the net pension liability.
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Note “11”- State of Connecticut Teachers’ Retirement System: Pension (continued):

F. Pension Liabilities. Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions (continMcJ

For the year ended June 30, 2025, the District recognized $3,986,313 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, 2024, using the
following actuarial assumptions. applied to all periods included in the measurement. The actuarial
assumptions used in the June 30. 2024 valuation were based on the results of an actuarial experience
study for the period July 1.2014- June 30. 2019.

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 PuhT-2010 Healthy Retiree Table (adjusted 105% for males and
103% for females as ages 82 and above), projected generationally with NIP-2019 for the period after
sen’ice retirement.

There was no change in benefit provisions that affected the measurement of the total pension liability
since the prior measurement date. For (he year ended June 30, 2024, no amortization was recognized
as pension expense.

Future cost-of’-living increases for teachers who retired prior to September I, 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 of6% 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 ofTRS 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 increasc is 3%, and tithe return on assets in the previous year was less than $.5°/a, 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.

-40-



Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

Note “11”- State of Conneclicut Teachers’ Retirement System: Pension (continued):

F Actuarial Assumptions (continued):

The current capital market assumptions and the target asset allocation as provided by the Treasurer’s
Office are summarized in the following table:

Taret Lonu-Term Expected
Asset Class Allocation Real Rate of Return

Global Equity 37.0% 68%
Public Credit 20% 29%
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%

0. Discount Rate

The discount rate used to measure the total pension liability was 6.90%. 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 determined rates
in future years. Based on those assumptions. the pension plan’s fiduciary net position was projected
to be available to makc 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.

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

The District’s proportionate share of the net pension liability is SO and, therefore, the change in the
discount rate would only impact the amount recorded by the State of Cormecticut.

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.
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Note “12” — 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 pros ides
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, 2025, the District has not established a trust ft4nd 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, 2025, the date of the latest actuarial
valuation:

Inactive employees or beneficiaries currently receiving benefits 7
Inactive employees entitled to but not yet receiving benefits 0
Active employees 169

Total 176

B. Authority and Fundint 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. 2025. were as follows:

Total OPEB liability S 1.516.858
Plan fiduciary net position
Net OPEB liability $1,516,858

Plan fiduciary net position as a percentage of the total OPEB liability 0%
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Note “12”— Post Retirement Benefits Plan (continued):

D. Actuarial Assumptions

Valuation Date: July I. 2025

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: 4.81%
Trend Rate: 8.00% in current year, decreasing by 0.50% per year with

an ultimate rate of 4.00%

Mortality Table: RP-2014 (adjusted) with MP-2021 mortality
improvements

Changes in A.swumptions: The municipal bond index and discount rate changed from 4.21% as of July

I, 2024 to 4.81% as of July 1. 2025.

The plan does not have credihle data on which to perfonu an experience study. As a result, a full

actuarial experience study is not applicable.

E. Sensitivity of the OPEB Liability to Chant!es in the Discount Rate and Trend Rate

The following presents the net OPEB liability of the Distnct, calculated using the discount rate of

4.8 1%, as well as what the District’s net OPEB liability would be if it were calculated using a

discount rate that is I percenlage point lower (3.81%) or I percentage point higher (5.81%) than the

current rate:
1% Decrease Current Discount Rate 1% Increase

3.81% 4.81% 5.81%

Total OPEB Liability S l,7I5094 $ 1.516.858 $1,351,984

Plan Fiduciary Net Position S S S

Net OPEB Liability $ 1,715,094 S 1,516,858 5 1,351,984

The following presents the net OPEB liability of the District, calculated using the trend rate of 8.00%,

as well as what the District’s 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:

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

Total OPEB Liability $ 1,361,730 $ 1,516,858 $ 1,698,618

Plan Fiduciary Net Position S S s

Net OPEB Liability S 1,361,730 5 1,516,858 $ 1,698,618
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Note “12” — Post Retirement Benefits Plan (continued);

F. Chanues 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, 2024 S 1.841.849 S S 1,841 849

Changes for the Year:
Service cost 10,000 10,000
Interest cost 77,542 77,542
Differences between expected and actual
experience ( 298,104) ( 298,104)

Changes of assumptions ( 114,429) ( 114,429)
Net changes ( 324,991) ( 324,991)

Balances as of June 30, 2025 S 1,516,858 $ rrr S 1,516,858

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 S S 862,494
Changes of assumptions - 334.553

_____________

S 334,553 S 862,494

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,
2026 ( 34,533)
2027 ( 34,533)
2028 ( 34,533)
2029 ( 34,533)
2030 ( 34,533)
Thereafier ( 355,276)

SC 527,941)

Note “13”- State of Connecticut Teachers’ Retirement System: Other Postemployment Benefits

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. IRS is governed by Connecticut Statute
Title 10, Chapter l67a of the Connecticut General Statutes. TRS is a cost sharing mu1tiemp1oer
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.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington

Notes to Financial Statements
June 30, 2025

Note “13” - State of Connecticut Teachers Retirement System: Other Postemployment Benefits

A. Plan Description (continued):

Teachers, principals, superintendents or supervisors engaged in service of public schools are provided

with pensions through the TRS. Chapter l67a of the State Statues grants authority 10 establish and

amend the benefit terms to the TRW 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.

Any member that is not currently participating in Medicare Pans 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 nonnal retirement age to

participate in Medicare. is not eligible for Pan A of Medicare without cost, and contributes at least

$440 per month towards coverage under a local school district plan.

Any 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 employcr. 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 are 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 b’ 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.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

Note “13”- State of Connecticut Teachers’ Retirement System: OPEB (continued):

C. Contributions (continued):

For the year ended June 30. 2025. the amount of “on-behalf” contributions made by the State was
547.961 and is recognized in the General Fund as intergovernmental revenues and education
expenditures.

Eniploi’L’es’Relirces: 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 10-1 83r of the
Connecticut General Statutes.

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

At June 30, 2025, the District reports no amounts for its proportionate share of the net OPEEB 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 OPFI3 liability that was associated with the District was
as follows:

District’s proportionate share of the net OP[EB liability $
State’s proportionate share of the net OPEB liability

associated with the District 7,129,159
Total $2.1 29,159

The net OPEB liability was measured as of June 30, 2024, and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation date of June 30, 2024. At
June 30, 2025, the District has no proportionate share of the net OPEB liability.

For the year ended June 30, 2025, the District recognized 598,779 of the collective OPEB expense as
operating contributions and related employee benefit expense in the Statement of Activities.

F. Actuarial Assumptions

The total OPEB liability was determined by an actuarial valuation as of June 30. 2024, 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
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Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

Note “13”- State of Connecticut Teachers Retirement Sstem: OPEB (continued):

F. Actuarial Assumptions (continued):

Long-term investment rate of return 3.00%, net ofOPEB plan investment expense,
including inflation

Municipal bond index rate:
Measurement date 3.93°/b
Prior measurement date 3.65%

The projected fiduciary net position is projected to be depleted in 2027.

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

including price inflation
Prior measurement date 3.93°/b, net of OPEB plan investment expense,

including price inflation

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-20 10 Healthy Retiree Table (adjusted 105% for males and

103% for females as ages 82 and above), projected generationally with MP-20l9 for the period after

ser ice retirement.

The actuarial assumptions used in the June 30. 2024 valuation were based on the results ofan

actuarial experience study for the period July 2, 20)4 - June 30, 2019.

Changes in actuanal assumptions include: the discount rate was increased from 3.64% to 3.93% 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. Further, the expected rate

of inflation and the Real Wage Growth assumption were consistent.

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 distribution analysis using the best-

estimate ranges of expected future real rates or return (expected return, net of investment expense and

intlalion) for each major asset class.

The long-term expected rate of return was determined by weighing the expected ftiture 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 future years.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Notes to Financial Statements
June 30, 2025

Note “13” - State of Connecticut Teachers’ Retirement System: OPEB (continued):

F. Actuarial Assumptions (continued):

The target asset allocation and best estimates of geometric real rates of return for each major asset

class are summarized in the following table:
Expected 10-Year

Target Geometric Real Standard
Asset Class Allocation Rate of Return Deviation

U.S. Treasuries (Cash Equivalents) 100.0% 1.26% 1.10%
Price Inflation 2.50%
Expected rate of return (rounded nearest 0.25%) 3.75%

G. Discount Rate

The discount rate used to measure the total OPEB liability was 3.93%. 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, 2024.

In addition to the actuarial methods and assumptions of the June 30, 2024 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 fund.

Based on those assumptions, the Plan’s fiduciary net position was projected to be depleted in 2027
and, as a result, the Municipal Bond Index Rate was used in the determination of the single equivalent

rate.

[I. Sensitixitv of the Net OPEB Liability to Chansies in the Health Care Cost Trend Rate and the
Discount Rate

The District’s proportionate share of the net OPEB liability is SO, and therefore, the change in the
healthcaie 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.
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington

Notes to Financial Statements
June 30, 2025

Note “13” - State of Connecticut Teachers’ Retirement System: OPEB (continued):

3. 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 “14”— 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.

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 “15”- 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 “16”— Recently Issued GASB Statement No. 103:

The Governmental Accounting Standards Board issued GASB Statement No. 103 effective for fiscal year

ending June 30, 2026. The objective of this statement is to improve key components of the financial

reporting model to enhance its effectiveness in providing information that is essential for decision-making

and assessing a government’s accountability. This statement improves the management’s discussion and

analysis, budgetary reporting. and other key components of the financial reporting model.

Note “17”— Subsequent Events:

Management has evaluated events and transactions for potential recognition or disclosure through

February 9, 2026, the date the financial statements were available to be issued.
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Shepaug Valley Regional School District #12

Towns of Bridgewater, Roxbury 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. 2025
Original and Variance itl

Final Final Budget

Budget Actual Over (Under)

Revenue:
Participating towns:

Town of Bridgewater $ 5,765,094 S 5,765,094 S

Town ofRoxbuiy 7,805,051 7,805,051

Town of Washington 11,707.577 11,707,577

Tuition - Non Resident Students 680,000 941,327 261.327

Tuition - Agriscience. Towns 431,350 640,987 209,637

State of Connecticut:

Agriscience Grant 432.725 335,790 (96925)

ASTE Operating Grant 754.767 805,573 50.807

Adult Education Grant 74 65 (9)

State Special Education 511 511

Investment Income 12,500 18.531 6.031

Miscellaneous Income --.
2,450 2.450

Total Revenue 27.589.128 28,022.957 433.829

Expenditures:
Personnel Services 16,153,048 15,807,447 (345,601)

Personnel Benefits 4,196,174 3,559,495 (636.679)

Purchased Professional & Technical Services 897.504 819,136 (78.368)

Purchased Property Services 566,250 518,619 (47,631)

Other Purchased Services 2.318,226 1,874,738 (443,488)

Supplies 1,456.046 1,437,191 (18.855)

Property & Programs 530.941 1,340.030 809.089

Dues & Fees/Debt & Miscellaneous 76,501 48,798 (27,703)

Total Expenditures 26,194,690 25,405,454 (789,236)

Other Financing Uses:

Operating Transfers Out

Debt Service Fund 1,281,864 1,28l,864

Elementary School Repair Fund 100.000 100,000

Reserve Fund for Educational Expenditures --- 551,531 551.53 I

Total Other Financing Uses 1.382,864 1,933,395 551,532

Total Expenditures and Other Financing Uses 27,576.554 27,338,849 (237,705)

Excess of Revenue over Expenditures and Other Financing Uses 12,574 684,108 671,534

Fund Balance- beginning of year 736,847 736,847

Returned to participating towns (22,574) (736,847) (724,273)

Fund Balance - end of year S --- $ 684,108 S 684,108

The accompanying notes are an integral part of these financial stateinenls
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Shepaug Valley Regional School District #12

Towns of Bridgewater, Roxbury and Washington

Notes to Required Supplementary Information

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, 2025

Basis:

The Schedule of Revenue, Expenditures, Other Financing Uses, and Changes in the Fund Balance of the General Fund Budget

and Actual (Non-GAPS 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 Budeetan 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.

statements in confirmity with accounting principles generally accepted in the United Slates of America (GAAP). as follows:

For budget purposes, State of Connecticut pension and OPEB on-behalf payments related to the Connecticut State Teachers

Retirement 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 preious 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 return 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 E*Rate discounts. The budget also excludes

noncash lease transactions related to right-to-use leased assets at lease commencement. This transaction is reported in the

governmental fund financial statements.

The state legislature established the ability to transfer to the Reserve for Educational Expenditures Fund up to 2% of

the District’s approved appropriations. During the year the Board of Education voted to transfer $551,351 to the Reserve

for Educational Expenditures Fund,
Revenues Expenditures

and Other and Other

Financing Sources jjancinc’ Uses Fund Balance

Actual - Budgetary Basis -June 30. 2025 S 28.022.957 S 27.338,849 S 684.108

Pension and OPEB on-behalf payments 3.473.558 3,473,558

Encumbrances

June 30, 2024 342,066

June 30, 2025 (1.319.294) 1.319.294

Prepaid diesel:fuel at June 30, 2024 267.332

Prepaid diesel fuel at June 30. 2025 (246.467) 246,467

Fund balance returned to participating Towns (736.847)

To gross up revenues and expenditures -

EtRate discounts 27,003 27,003

Noncash lease transaction 191,699 191,699

Reserve for Educational Expenditures . 353 (551,531) 1.079,717

Actual - GAAP - June 30. 2025 S 30,978,723 S 29.523,215 S 3329,586
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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 1ATTERS BASED ON AN AUDIT OF

FINANCLAL STATEMENTS PERFORMED IN ACCORDANCE WITh GOVERi’vMENTAUDITING
STANDARDS

Board of Education
Shepaug Valley Regional School District 412
Bridgewater, Roxbury, and Washington, Connecticut

We have audited, in accordance with the auditing standards generally accepted in the United States of

America and the standards applicable to financial audits contained in Governmem Auditing Sr.anclanls

issucd by the Comptroller General of the United States, the financial statements of the governmental

activities, each major fund, and (he aggregate remaining fund information of Shepaug Valley Regional

School District #12 as of and for the year ended June 30, 2025, 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 9. 2026.

Report on Internal Control over Financial Reporting

In planning and performing 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 opiiuon 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 de/icjenci’ in internal control exists when the design or operation of a control does not allow

management or employees, in the normal course ofperthrming their assigned functions, to prevent. or

detect and correct, misstatements, on a timely basis. A material weakness 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. Given these limitations, during our audit we did not identify any

deficiencies in internal control that we consider to be material weaknesses. However, material

weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

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.

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 effectiveness of the entity’s internal
control or on compliance. This report is an integral part ofan 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.

CHARLES HEAVEN & Co.
Waterbury, Connecticut

l:ebruar 9. 2026
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Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Summary Schedule of Prior Year Audit Findings
For the Year Ended June 30, 2025

Finding 2024-00 1 - 2024

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.

Current Status

This finding has been resolved through implementation of a formal accounting procedures manual for
student activity funds.
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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, Roxbury, and Washington. Connecticut

Report on Compliance for Each Major State Program

Opinion ott Each Major State 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 Office of Policy and Management’s Compliance
Supplement that could have a direct and material effect on each of Shepaug Valley Regional School
District #12’s major slate programs for the year ended June 30, 2025. Shepaug 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 #12 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, 2025.

Basis for 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 Goi’ern,nent
Auditing Standards 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 further 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 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 state 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 ofManagementfor 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 state programs.
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Auditor’s Responsibilitiesfor the Audit of (‘o,npliance

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 Distnct #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 maedal 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, forery.
intentional omissions. misrepresentations, or the override of internal control.

Noncompliance with the compliance requirements referred 10 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 nsks. 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 oiher
procedures as we considered necessary in the circumstances.

• obtain an understanding ofShepaug Valley Regional School District #12’s internal control over
compliance relevant to the audit in order to design audit procedures (hat are appropriate in the
circumstances and to test arid 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 defictencies and material weaknesscs 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 ofa control over
compliance does not allow management or employees, in the nonnal 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 oier 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 significant deficiency in internal control
oi’er 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 ment 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 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 fund, and the
aggregate remaining fund information of Shepaug Valley Regional School District #12, as of and for the
year ended June 30, 2025, 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 9, 2026, 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 the 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.

CkviJis ‘Hjowewi-Ce

CHARLES HEAVEN & Co.
Waterbury, Connecticut

February 9, 2026
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Shepaug Valley Regional School District #12

Schedule of Expenditures of State Financial Assistance

For the Fiscal Year Ended June 30, 2025

State Grant Program

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

Department of Education:

Talent Development I 1000-SDE64370-12552 S 1,151

Education Finance Reform I 1000-SDE64370-12653 335,790

Vocational Agriculture I I000-SDE64370-17017 805,574

Adult Education I l000-SDE64370-17030 65

Health Services I 1000-SDE64370-1 7034 2,543

Ofticc of the State Comptroller

Paraeducator Deductible Assistance Program I 1000-0SC15301-10020 10,966

Total State Financial Assistance before Exempt Programs 1,156,089

EXEMPT PROGRAMS

State Department of Education:

Special Education - Excess Cost - Student Based II 000-SDE64370-1 7047 511

Total Exempt Programs 511

Total State Financial Assistance S 1,156,600

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, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Pre.ce,,rarion

The accompanying schedule of expenditures of state financial assistance includes state grant activity of
Shepaug Valley Regional School District #12 under programs of the Slate of Connecticut for the fiscal
year ended June 30, 2025. Various departments and agencies of the Stale of Connecticut have 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 fund balance, changes in net position, or cash flows of Shepaug Valley Regional School District #12.

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

l’he 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 of Accounting

Expenditures reported on the Schedule of Expenditures of Slate Financial Assistance are presented on the
modified accrual basis of accounting. ]n accordance with Section 4-236-22 of the Regulations to the State
Single Audit Act, certain grants arc 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 column of the Schedule of Expenditures of State Financial Assistance.



Shepaug Valley Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Summary Schedule of Prior Year Findings
For the Year Ended June 30, 2025

Finding 2024-00 1 - 2024

Condition

During the audit, the District disclosed that two purchases in a student activity account under the
supenision 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.

Current Status

This finding has been resolved through implementation of a formal accounting procedures manual for
student activity funds.
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Shepaug ‘aIIey Regional School District #12
Towns of Bridgewater, Roxbury, and Washington
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2025

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 deuiciency(ies) identified?

_____

yes X none reported
Noncompliance material to financial 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- 17017 $ 805,574
Education Finance Refoni I I000-SDE64370-12653 $ 335,790

• Dollar threshold used to distinguish between
type A and type B Programs $ 300,000
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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, 2025

II. FINANCIAL STATEMENT FINDINGS

We issued our report, dated February 9. 2026. 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 compliance indicated no reportable instances of noncompliance.

Our report on internal control over financial reporting indicated no findings or questioned costs.

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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