INTERNAL MONITORING REPORT
March 2, 2016
POLICY:
POLICY CATEGORY:
PERIOD MONITORED:

2.4 FINANCIAL CONDITION AND ACTIVITIES
OPERATING LIMITATIONS
July 1, 2015 – December 31, 2015

This is my monitoring report on the Board of Education’s Executive Limitation policy “Financial
Condition and Activities.” I certify that the information contained in this report is true and
complete, and it is presented in accordance with the routine monitoring report schedule. This
report will monitor the policy starting at its more detailed prohibitions and end with the global
prohibition.
Christopher Gdowski, Superintendent
February 25, 2016
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1. POLICY PROHIBITION: Shall not at any time: (a) Use any reserves other than as intended
and permitted by law; or (b) spend any discretionary reserves or allow discretionary reserves
to be less than 3% of the general fund expenditures at any time; or (c) fail to provide for
incremental growth of discretionary reserves, up to 5% of general fund expenditures, during
fiscal years that funding to the District will increase and prudent to do so; (d) fail to maintain
reasonable fund balances in other funds; and (e) fail to maintain sufficient appropriated
reserves.
INTERPRETATION (2.4.1 a.):
I interpret “(a) shall not use any reserves other than as intended and permitted by law” to mean:
The District (including charter schools) only expends restricted funds, as shown in the table
below, for purposes permitted by law throughout the identified monitoring period.
Reserves are maintained as budgeted items not yet spent.
An amount equal to 3% of the annual District
expenditures must be held in reserve unless the
Board adopts a resolution permitting expenditure of
the funds and provides security for these funds by
means of a letter of credit or by using District assets
as collateral. (TABOR reserves are not required for
federal and enterprise funds).

TABOR

Multi-year contract obligations for payment of
certified and classified employee retirement
stipends.

Contract Reserves

DATA REPORTED: Reserves are maintained for the designated purposes as shown below.
There has been no expenditure of these funds. The District’s cash and investment balance declines
significantly from July through February each fiscal year because property tax revenues are not
received until the spring.
Budgeted Restricted
Reserve Balance
7/31/2015

Restricted Reserved
Balance
12/31/2015

TABOR Reserve
Contract Reserves

$

8,722,463
10,855,000

$

8,722,463
10,855,000

Total Restricted Reserve

$

19,577,463

$

19,577,463

General Fund Cash &
Investment Balance

$

54,782,729

$

29,008,899
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Global Village
Budgeted Restricted Restricted Reserved
Reserve Balance
Balance
7/31/2015
12/31/2015

Prospect Ridge
Budgeted Restricted Restricted Reserved
Reserve Balance
Balance
7/31/2015
12/31/2015

$

164,361 $
75,000

164,361
75,000

$

229,915 $
200,005

229,915
200,005

Total Restricted Reserve $

239,361 $

239,361

$

429,920 $

429,920

General Fund Cash &
Investment Balance

754,839 $

700,198

$

2,904,959 $

3,264,879

TABOR Reserve
Contract Reserves

$

Stargate
Budgeted Restricted Restricted Reserved
Reserve Balance
Balance
7/31/2015
12/31/2015

Westgate
Budgeted Restricted Restricted Reserved
Reserve Balance
Balance
7/31/2015
12/31/2015

$

148,000 $
200,000

148,000
200,000

$

89,000 $
75,000

89,000
75,000

Total Restricted Reserve $

348,000 $

348,000

$

164,000 $

164,000

1,957,052 $

2,000,857

$

279,625 $

387,332

TABOR Reserve
Contract Reserves

General Fund Cash &
Investment Balance

$

COMPLIANCE: The District and Charter School performance complies with the standard.
INTERPRETATION (2.4.1 b./c.):
I interpret “(b) shall not spend any discretionary or allow discretionary reserves to be less than
3% of general fund expenditures at any time” to mean:
A. A sum equal to 3% of General Fund Expenditures in funds 10, 17,18 and 19, excluding
charter school transfers, will be held as discretionary reserve (Board of Education
Reserve) and shall not include funds designated as Committed, Reserved or Assigned.
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DATA REPORTED:

Actual BOE Reserve compared to Required 3% BOE Reserve
10,000,000
9,000,000
8,000,000
7,000,000
6,000,000

5,000,000
4,000,000
3,000,000
2,000,000
1,000,000
-

FY11-12 Audited

FY12-13 Audited

FY13-14 Audited

Required 3% BOE Reserve

FY14-15 Audited

FY15-16 Budget

Actual BOE Reserve

COMPLIANCE: The District’s performance does not comply with the standard. As of 12/31/15
the District has been below the required 3% Board of Education Reserve since FY12-13. In prior
years the District believed it was in compliance, but with further and more detailed review of the
fund balance allocations it has been determined that prior reports included Assigned fund balance
within the reserves described as discretionary. District staff is working on a plan to move into
compliance in future fiscal years.
I interpret “(c) shall not fail to provide incremental growth of discretionary reserves, up to 5% of
general fund expenditures during fiscal years that funding to the District will increase and be
prudent to do so” to mean:
B. Discretionary reserves shall be increased in the District’s annual budget only when i)
the District’s per pupil funding has been increased as compared to the prior fiscal year,
ii) the District is in compliance with Operating Limitations regarding expenditures for
deferred maintenance, and iii) the District is in compliance with all Ends requirements.
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DATA REPORTED:
i)

District per pupil funding in FY15-16 is budgeted at $7,115, an increase of $257 as
compared to per pupil funding in FY14-15 of $6,858.

Total Per-pupil Funding Comparison
$7,200

$7,115

$7,000

$6,858
$6,800

$6,600
$6,479
$6,400
$6,279

$6,294

FY11-12 Audited

FY12-13 Audited

$6,200

$6,000

$5,800

ii)

FY13-14 Audited

FY14-15 Audited

FY15-16 Budget

In the most recent monitoring reports submitted to the Board, the District has reported
non-compliance with Policy 2.5.2 regarding annual deferred maintenance
expenditures and non-compliance with several Ends policies regarding student
achievement.

COMPLIANCE: The District’s performance complies with the standard. Per-pupil funding has
increased but the District has reported non-compliance with policy 2.5.2 and with several Ends
policies. Accordingly, the FY15-16 budget does not allocate additional funds for growth of the
District’s discretionary reserves in the general fund because it would not be prudent to do so per
the interpretation of the policy statement.

INTERPRETATION (2.4.1 d.):
I interpret “(d) shall not fail to maintain reasonable fund balance in other funds” to mean that the
following funds, maintain reasonable fund balances:
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Insurance Reserve Fund –
 The Insurance Reserve fund has a year-end reserve which equals or exceeds the
amount held with Rocky Mountain Risk Insurance Group (Self Insurance Pool).
DATA REPORTED: The balance in the Insurance Reserve Fund as of December 30, 2015, was
$3,121,397 and the amount held with Rocky Mountain Risk Insurance Group was $1,473,355.
COMPLIANCE: The District’s performance complies with the standard. The amount held in
the District’s Insurance Reserve Fund as of December 31, 2015 exceeded the Pool amount by
$1,648,042.
Transportation Fund –
 The Transportation Fund retains funds equal to at least one month of operating
expenditures to allow for emergencies.
DATA REPORTED: As of December 31, 2015, the Transportation Fund forecasts an ending
fund balance as of June 30, 2016 of $704,345, and one month of forecasted year-end operating
expenditures (not including the 2015 Bus Lease Purchase) for the transportation program is
$778,832.
COMPLIANCE: As of December 31, 2015, it is anticipated that the District’s performance
may not comply with the standard based on the year-end forecast showing a deficit of $74,487 in
fund balance.
Interscholastic Athletic Fund –
 The Athletic Fund retains funds equal to at least one month of operating
expenditures to allow for emergencies.
DATA REPORTED: As of December 31, 2015, the Athletic Fund forecasts an ending fund
balance as of June 30, 2016 of $282,550 and one month of forecasted year-end operating
expenditures for the District athletic program is $77,416.
COMPLIANCE: As of December 31, 2015, it is anticipated that the District’s performance
will comply with the standard based on a year-end forecast showing an excess of $205,134 in
fund balance.
Bond Redemption Fund –
 Annually in December, the District will certify with Adams and Broomfield
Counties the appropriate amount of mills from net assessed property valuation
in order to meet annual debt service payments.
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DATA REPORTED: On December 9, 2015 the District certified 21.665 mills which is
anticipated to raise $44,995,546. The annual debt service payment for 2016 totals $39,020,501.
COMPLIANCE: The District’s performance complied with the standard.
Capital Reserve Fund –
 Fund balance, including COP revenue, is sufficient to complete outstanding
commitments on construction projects and large equipment purchases
permitted by law to be made from the Capital Reserve Fund.
DATA REPORTED: As of December 31, 2015 the Capital Reserve Fund has expended
$10,150,046 from a budget of $33,250,068 as identified in the following schedule.
ADAMS 12 Five S tar S chools
S tatement of Revenue/Expenditures
Capital Reserve Fund 43
as of December 31, 2015
Current
Budget/Plan

Year-to-Date
Encumbrances

Year-to-Date
Expenditures

$ 5,530,547

$

$

Available
Budget

PROJECTS

Total School-Specific Projects
Total District-Wide Projects

Total S chool and District-wide Projects

27,719,521

$ 33,250,068

$

67,173

2,515,019

$ 2,948,355

585,232

7,635,027

19,499,262

652,405

$ 10,150,046

$ 22,447,617

COMPLIANCE: The District’s performance complied with the standard.
Food Service Fund –
 The Food Service Fund retains a fund balance equal to one month, but less than
three months, of operating expenditures to allow for emergencies. This is
reasonable because statutory regulations provide that no more than three
months of operating funds may be in reserve.
DATA REPORTED: As of December 31, 2015, the Food Service Fund forecasts an ending fund
balance as of June 30, 2016 of $4,250,676. One month of forecasted year-end operating
expenditures equals $1,033,864 and three months of expenditures equal $3,101,591. The fiscal
year-end estimate projects an excess of $1,149,085 above the three month standard. The Nutrition
Services department has a plan to reduce fund balance which has been approved by the Colorado
Department of Education (CDE). The plan includes additional training for Nutrition Services staff,
purchase of equipment, and improvements in the quality of meals served to students. In addition,
the Colorado Department of Education granted the District a waiver to the increase in meal prices
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which would have otherwise been required by the Healthy, Hunger-Free Kids Act of 2010.
Maintaining meal prices at the same level is expected to reduce the balance in the Nutrition Fund
during the 2015-2016 school year given price increases for food products and materials.
COMPLIANCE: The District performance does not comply with the standard. The Nutrition
Services department has a state approved plan to reduce the excess fund balance.
BASE Fund –
 The BASE Fund retains a fund balance equal to at least one month of operating
expenditures to allow for emergencies.
DATA REPORTED: As of December 31, 2015, the BASE Fund forecasts an ending fund
balance as of June 30, 2016 of $2,338,754 and one month of forecasted year-end operating
expenditures equals $724,650.
COMPLIANCE: The District performance complies with the standard
INTERPRETATION (2.4.1 e.):
I interpret “(e) shall not fail to maintain reasonable sufficient appropriated reserves” to mean:
Reserve appropriations are reasonable when they include the entire amount necessary to
meet TABOR requirements, the entire amount necessary to pay for all encumbrances
existing as of June 30 of each fiscal year, the entire amount of discretionary reserves
established by board policy (3%), all assigned fund balance held in the general fund, a sum
not less than the amount payable to separated classified and certified staff members for
longevity stipend payment two, three, four or five, as applicable, during the fiscal year for
which the appropriation has been made, and such additional amounts set aside in the
supplemental longevity stipend reserve for contribution to longevity stipend payments due
in subsequent fiscal years.

DATA REPORTED:
Fiscal 2016 General Fund Appropriated Reserves:
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TABOR
Multi Year Commitments
CPP
Encumbrances (Open PO's)
Learning Services & Other Departments
Capital Projects
EDKP
Community Use
Board of Education Reserve (3%)
Fund Balance

FY15-16
Appropriated Fund Balance

FY15-16
Estimated Year-End Required

$

8,722,463
10,855,000
1,240,809
2,359,376
3,226,432
896,874
236,813
1,537,109

$

8,708,369
10,855,000
47,246
1,240,809
2,359,376
3,226,432
896,874
236,813
8,708,369

$

29,074,876

$

36,279,288

COMPLIANCE: The District’s performance does not comply with the standard.

2. POLICY PROHIBITION: Shall not at any time, allow unrestricted cash and equivalents to
drop below an amount necessary to meet operating expenditures over a 30-day period, except
that during normal seasonal fluctuations in property tax receipts cash balances may drop
below the 30-day threshold but shall not be less than restricted cash.
INTERPRETATION:
I interpret this to mean the District:
A. Maintains cash at the end of each monthly accounting period at an amount that exceeds
restricted cash in an amount equal to one month’s operating expenditures. Restricted cash
includes Restricted Reserves, Board of Education Reserve and Reserves as required in
other funds per 2.4.1 d.
B. Operating expenditures over a 30-day period shall be calculated by using forecasted yearend expenditures.
DATA REPORTED: The District’s combined cash balance in all funds is projected to exceed
the policy standard as of June 30, 2016. (From December to March cash balances may drop
below the 30-day threshold due to timing of property tax collections; this is not interpreted as
non-compliance). The following graph illustrates that cash balance is maintained above required
level.
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Total Cash and Investments Balances and Reserve Balances
200,000,000
180,000,000
160,000,000

140,000,000
120,000,000
100,000,000

80,000,000
60,000,000
40,000,000

20,000,000
July
2015

Aug
2015

Sept
2015

Oct
2015

Nov
2015

General Fund Restricted Reserves

Government-wide Reserves

Government-wide Average Monthly Expenditures

Combined Cash Balances

Dec
2015

General Fund Restricted Reserves include TABOR, Multi Year Commitments, CPP and Board
of Education Reserve.
Government-wide Reserves include Insurance Reserve, Transportation Fund, Athletic Fund, Bond
Redemption Fund, Capital Reserve Fund, Food Service Fund and the BASE Fund.
Government-wide Average Monthly Expenditures include Insurance Reserve, Transportation
Fund, Governmental Designate-Purpose Grants Fund, Athletic Fund, Bond Redemption Fund,
Capital Reserve Fund, Food Service Fund and the BASE Fund.
Combined Cash Balances include all funds identified above.
COMPLIANCE: The District’s performance complied with the standard.
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POLICY PROHIBITIONS: Shall not expend more operating funds than have been received in the
fiscal year to date unless both the liquidity requirement and reserve requirement above are met.

INTERPRETATION:
I interpret this to mean:
That at any time within a budget year, except when liquidity (unrestricted cash) and
reserves are maintained in accordance with this Policy 2.4, the District expenditures will
not exceed revenues in the following funds used for day-to-day activities.
DATA REPORTED: As of December 31, 2015 General Fund expenditures exceed revenues by
$13.7 million. This is reasonable as the majority of property tax revenue is received from March
to May of each year. Expenditures exceed revenue in the Bond Redemption Fund due to timing
of property tax receipts and the Food Service Fund due to timing of federal reimbursements.

7/1/2015
Fund Balance
Fund
General
39,899,000
Insurance Reserve
2,492,101
Transportation
669,158
Gov't Designated Grants
Athletic Special Revenue
414,592
Bond Redemption
53,111,796
Capital Reserve
39,485,219
Food Service
5,624,559
BASE
3,145,553
Pupil Activity-Agency Fund
4,145,994

Revenues
122,507,261
4,442,262
11,775,613
419,757
30,759,308
861,431
4,526,320
4,111,634
3,459,769

Transfers Expneditures
(33,215,405) 136,463,282
3,650,000
3,020,704
7,339,399
6,842,527
8,117,406
194,350
428,993
63,365,918
10,700,056
10,150,046
5,131,272
3,606,280
2,795,197

12/31/2015
Fund Balance
(7,272,426)
3,121,397
5,608,292
3,658,207
599,706
20,505,186
40,896,660
5,019,607
3,650,907
4,810,566

COMPLIANCE: When policy section 2.4.1(b) fund balance requirements and policy 2.4.2 cash
liquidity requirements are met, policy section 2.4.3 will be in compliance even if a deficiency is
reported. The District’s performance has not complied with section 2.4.1(b). It has complied with
section 2.4.2. Accordingly, the District’s performance does not comply with the section 2.4.3
standard.
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3. POLICY PROHIBITION: Shall not allow the organization to incur penalties in material
amounts for tax payments, other government ordered payments, or other payments, or allow
any filings that are overdue or inaccurately filed.
INTERPRETATION:
I interpret this to mean:
All payments are made without incurring late payment fees in excess of the aggregate
amount of $1,000 for any fiscal year; further, reports and other required documents are
submitted and accepted in accordance with Colorado Department of Education and Federal
timelines. This is reasonable as it represents compliance with external requirements, and
the $1,000 amount has minimal impact on operations of the District.
DATA REPORTED: As of December 31, 2015 outside counsel is still working with PERA and
the District to address PERA’s finding regarding the 2009 change permitting ALP payments to be
directed into tax deferred accounts or into salary at the direction of an administrative employee.
At this time the District is uncertain as to whether a fine will be imposed. However it will likely
be necessary for the District to self-report the prior years’ over-contributions to the IRS and pay
Medicare taxes due. Effective January 1, 2016 the ALP contributions will be placed directly into
tax deferred accounts (403(b) and 401(k)).
COMPLIANCE: The District will comply with this standard.
4. POLICY PROHIBITION: Shall not fail to aggressively pursue receivables after a
reasonable grace period.
INTERPRETATION:
I interpret this to mean:
A monthly attempt is made to collect accounts receivable that are past due by more than
thirty days.
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DATA REPORTED: As of December 31, 2015 school and departments have worked within
standard guidelines to collect on accounts receivable balances. Monthly attempts to collect unpaid
student fees are performed through consolidated billing where statements are emailed on the 20th
of each month and paper statements are mailed in November to all households with balances due.
In March of each year a paper statement is mailed to all transitioning student households with a
balance due.
COMPLIANCE: The District’s performance complies with the standard.
5. POLICY PROHIBITION: Shall not allow (a) bond funds and funding from certificates of
participation to be spent inefficiently or in any way other than intended, or (b) override funds
to be commingled with other funds or spent other than to directly achieve Ends.
INTERPRETATION (2.4.6 a):
I interpret “(a) Shall not allow bond funds and funding from certificates of participation to be spent
inefficiently or in any way other than intended” to mean:
A. Bond funds shall be spent in a manner that does not deviate from plans and
commitments presented to District voters.
B. Certificates of participation (COP) shall be spent in a manner that does not deviate from
plans and commitments approved by the Board of Education.
C. Bond and certificate of participation proceeds are spent efficiently when they meet the
following criteria:
1. District new school construction cost per student and per square foot is less than
or equal to regional cost data as published by the School Planning and
Management Journal.
2. District cost per square foot/other appropriate unit cost of construction for other
facilities is less than or equal to cost data provided by architects for the related
District construction projects.
3. Cost of services provided by District staff is less than or equal to the cost of
outsourcing the same services.
4. Projects are completed so that the start of the school year is not delayed at any
school.
DATA REPORTED:
A. The District completed all projects described in the $180 million bond approved in 2000,
the $180 million bond approved in 2004, and the $32,985,000 certificates of participation
approved in 2008 prior to the commencement of the monitoring period. Accordingly, this
monitoring report does not include expenditures data for these items.
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B. In June 2015, new certificates of participation were issued in the amount of $27,500,000
for the purpose of site improvements estimated to be complete by the winter of 2018.
C. The expenditures listed below from the June 2015 COP have been made for only
improvements within the parameters approved by the Board of Education. Efficiency
data for this monitoring period is unavailable and will be reporting in the monitoring
period as of March 31, 2016.
S tatement of Revenue/Expenditures
COP Projects
as of December 31, 2015
Current
Budget/Plan
PROJECTS
S chool S pecific:
Room C100 Cooling-Vantage Pt.
Boiler Replacement-Stukey
RTU Replacement-NGM S

$

Total S chool-S pecific Projects
District-Wide:
Equipment Services
Door Hardware Compliance
HVAC Control System
Total District-Wide Projects
Total Projects

$

Year-to-Date
Encumbrances

29,442
250,000
40,000

$

-

Year-to-Date
Expenditures

$

24,015
169,994
35,757

Available
Budget

$

5,427
80,006
4,243

319,442

-

229,766

89,676

75,000
107,500
200,000

694
119,515

68,526
18,726
8,030

6,474
88,080
72,455

382,500

120,209

95,282

167,009

701,942

$

120,209

$

325,048

$

256,685

COMPLIANCE: Expenditures from these funds shall be spent only for capital projects
permissible pursuant to the terms of the COP agreement. The District’s performance during the
monitoring period complied with the standard.
INTERPRETATION (2.4.6 b):
I interpret “(b) Shall not allow override funds to be commingled with other funds or spent other
than to directly achieve Ends” to mean:
Additional operating funds received annually by the District per voter approval in
November 1991, 2000, 2004 and 2008 shall be maintained in distinct accounts separate
from other District expenditures. All override funds shall be spent for the purposes
described in the voter-approved ballot question to achieve the Ends established by Board
policy.
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DATA REPORTED: As of December 31, 2015 the below chart accounts for the expenditure of
override funds through December 31, 2015. All expenditures have been made in accordance with
promises made to voters for use in directly supporting Board of Education Ends. However, not all
override funds have be maintained in a distinct account separate from other expenditures.
MILL LEVY FUND ACTUAL EXPENDITURES
As of December 31, 2015
1991
Instruction:
General
Pre-School
Special Education
Instructional Staff Training & Support
Operations & Maintenance
Student Transportation
Business and Other Support
Total

$ 1,359,526
307,630
600,970
431,874
$ 2,700,000

2000
$

280,441
149,756
350,898
49,254
550,000
480,198
$ 1,860,547

2004

2008

$ 1,301,243 $ 4,950,000
944
440,000
440,000
72,679
$ 2,254,866 $ 4,950,000

COMPLIANCE: The District’s performance will not comply with this standard through June
30, 2016. Proper separation of all override funds into distinct account identifiers will be
implemented to ensure compliance for FY16-17.
6.

POLICY PROHIBITION: Shall not achieve compliance with these provisions by
endangering future capacity to accomplish Ends.

INTERPRETATION:
I interpret this to mean:
Endangering future capacity means committing to multiple-year expenditures without a
reliable funding source.
DATA REPORTED: For FY15-16, General Fund revenues and expenditures are currently being
received and expended as anticipated. The District has not expended funds anticipated from third
parties prior to receipt and has not committed to multiple-year expenditures without a reliable
funding source.
COMPLIANCE: The District’s performance complied with this standard.
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7. POLICY PROHIBITION: Shall not commit revenues due to student enrollment growth to
continuing line item or program expenditures without considering needs associated with the
opening of new schools.
INTERPRETATION:
I interpret this to mean:
The annual budget plan developed by the Superintendent shall allocate adequate funds for
teaching staff, school operations, and transportation services necessary for student
enrollment growth in the District before any remaining revenues received for those new
students are allocated for expenditures to continue in future years.
DATA REPORTED: The District’s 2015-16 budget projected that the District’s funded pupil
count would grow by 444. Those anticipated revenues were only budgeted for teaching staff,
school operations, and transportation services and no funds were committed to expenditures
beyond the 2015-16 school year.
COMPLIANCE: The District’s performance complied with the standard.
8. POLICY PROHIBITION: Shall not determine borrowing levels.
INTERPRETATION:
I interpret this to mean:
Shall not approve or complete certificates of participation, bonds, multiple-year leasepurchase agreements, or similar financing transactions obligating the District for
repayment without approval by the Board of Education. This is reasonable as these types
of financing transactions represent borrowing by the District.
DATA REPORTED: The Board approved, on April 1, 2015 and May 27, 2015 capital lease
financing for the purchase of 25 buses and additional equipment in the total amount of
$2,563,515. The District entered into the bus lease on July 7, 2015. No other certificates of
participation, bonds, or multi-year lease-purchase agreements were approved or completed
during the monitoring period.
COMPLIANCE: The District’s performance complied with the standard.
9. POLICY PROHIBITION: Shall not fail to provide for an annual audit of the financial
statements of the District each fiscal year by a qualified third party and make provisions for
payment of the expenses of conducting the audit.
16

INTERPRETATION:
The Board of Education’s policy is clear and requires no further interpretation.
DATA REPORTED: An audit was completed by Clifton Larson Allen LLP for the fiscal year
ended June 30, 2015. The adopted budget included amounts necessary to pay for the audit contract.
COMPLIANCE: The District’s performance complied with the standard.
10. POLICY PROHIBITION: Shall not commit District support to, or commit District
resources, monetary or in kind, to join or support litigation initiated between third parties.
INTERPRETATION:
The Board of Education’s policy is clear and requires no further interpretation.
DATA REPORTED: The District has not entered into litigation initiated between third parties
and has not provided monetary or in kind support following the adoption of this policy provision.
COMPLIANCE: The District’s performance complied with this standard.
11. POLICY PROHIBITION: Shall not fail to undertake a full-scale competitive process for
the selection of independent auditors pursuant to the most current Government Finance
Officers Association recommendations regarding the selection of auditing services.
INTERPRETATION:
The Board of Education’s policy is clear and requires no further interpretation.
DATA REPORTED: The District undertook a full-scale competitive process for the selection of
independent auditors for the Fiscal Year 2011-2012 audit in February 2011. The Government
Finance Officers Association (GFOA) recommends that a competitive process for the selection of
independent auditors be completed every five years, and so the February 2011 process was within
the recommended timeline.
COMPLIANCE: The District’s performance complied with the standard.
12. POLICY PROHIBITION: Shall not fail to receive process or disburse funds under controls
which are insufficient to meet the Board-appointed auditor’s standards.
INTERPRETATION:
I interpret this to mean:
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The District manages money and money-related transactions using a system of internal
controls which provide for separation of duties, fraud protection, and an authorization
process providing reasonable assurance that appropriate controls exist. This is reasonable
because independent auditors review these controls on an annual basis and report their
findings to the District administration and the Board of Education.
DATA REPORTED: Funds have been managed in accordance with professionally appropriate
standards as demonstrated by the most recent independent audit for the period ending June 30,
2015, performed by CliftonLarsonAllen LLP, except for the item described below. The following
steps have been taken to correct the item of noncompliance.
Context:
Audit Finding:

In accordance with OMB Circular A-87, employees whose compensation is
funded by federal programs are required to complete applicable time reporting
documentation, either time and effort reports or semi-annual time certifications
per monthly personnel activity report which meet the specifications of the
circular. During testing, it was noted that one of the employees whose salary
was charged to the Title I grant did not have the proper time reporting
documentation.

Audit Recommendation:

The District should implement procedures to comply with OMB Circular A87. The District should ensure that semi-annual time certifications, or time and
effort reports, are completed for all employees to support the amount of salary
and related benefit costs charged to the Title I grant.

Management Response:

The District has complied with this recommendation by implementing the
following steps:
1. An agreement has been made between the Human Resource department and
the Financial Services department that will require HR to coordinate with
Finance regarding all employee change forms with a grant account code. HR
will verify with Finance that a position has been approved for the current grant
before the employee change form is processed. This will provide staff with
oversight responsibilities for Title I funds with an accurate roster of employees
to be paid with Title I funds.
2. Labor distribution reports shall be reviewed on a monthly basis by finance
staff so that any discrepancies can be addressed in a timely manner with Title
I staff.
3. The Title Coordinator will communicate with building principals at the
beginning of each year the names of any employees who are funded and paid
for from the Title I District Managed funds. The Title Coordinator will also
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explain the need for school to communicate any changes with this personnel
to the Financial Services department as soon as possible.
COMPLIANCE: The District has complied with this standard.
13. POLICY PROHIBITION: Shall not invest or hold operating, capital, bond and reserve
funds without following the “prudent investor” standard and complying with the legal
investment of public funds requirements under C.R.S. 24-75-601.1 and other applicable law.
INTERPRETATION:
I interpret this to mean:
All funds are invested in compliance with C.R.S. 24-75-601.1 and other applicable law as follows:
A. Cash is deposited in eligible depository banks subject to FDIC insurance or which
pledge collateral in accordance with the Colorado Public Deposit Protection Act
(“CPDPA”), or
B. Cash is deposited in money market funds or local government investment pools with
the highest credit rating assigned by a nationally recognized credit rating agency, or
C. Investments in securities comply with applicable Colorado law and the credit rating,
diversification and maturity restrictions as specified by the District’s investment policy,
and
D. Cash and other funds are not invested in instruments other than those permitted by
Interpretations A-C.
DATA REPORTED: As of December 31, 2015, the District maintained cash as follows:
A. Cash in the amount of $8,074,284 was deposited in eligible depository banks subject
to FDIC insurance or in institutions which pledge collateral in accordance with the
CPDPA in compliance with Interpretation A.
B. Cash totaling $26,895,167 was deposited in money market funds and in local
government investment pools totaling $41,854,147 in compliance with Interpretation
B.
C. Security investments with a market value of $40,244,752 were made in compliance
with Interpretation C.
D. Cash and securities were not invested in instruments other than those permitted in
Interpretations A-C.
COMPLIANCE: The District’s performance complied with the standard.

19

14. POLICY PROHIBITION: Shall not endanger the district’s public image or credibility,
particularly in ways that would hinder the accomplishment of its Ends.
INTERPRETATION:
I interpret this to mean:
Maintaining positive public image is measured through the compliance with 2.4 policy
prohibitions and/or the implementation of corrective actions for any non-compliance with
the 2.4 policy prohibitions.
DATA REPORTED: The District’s performance did not comply with 2.4 policy standards in the
following areas:
2.4.1 b - Discretionary Board of Education Reserve was not maintained at 3% of expenditures.
2.4.1 d – Food Service Fund maintains a fund balance higher than the standard permits.
2.4.1 e – Appropriated reserves are not sufficient to satisfy the Board’s discretionary reserve
requirement based on year-end estimates.
2.4.3 – Current year general fund expenditures exceed revenues and the deficit spending is
occurring in the absence of the 3% Board discretionary reserve.
2.4.6 b – Not all override funds have been maintained in separate distinct accounts.
COMPLIANCE: The District’s performance did not comply with the standard.
GLOBAL POLICY PROHIBITION: With respect to the actual, ongoing financial condition
and activities, the Superintendent shall not cause or allow the development of fiscal jeopardy or a
material deviation of actual expenditures from Board priorities established in Ends policies.
I interpret the condition of fiscal jeopardy to mean: entering an agreement to pay expenses when
the source of revenue to pay for those expenses has not been determined or not having cash
available to pay expenses when they are due.
I interpret a material deviation of actual expenditures from the Board’s Ends priorities to mean
that when reviewing the actual expenditures of the district, an informed person would not question
whether District Ends priorities are being addressed.
DATA REPORTED:
1. The District has not agreed to pay for expenses without an identified revenue source.
2. The District has projected adequate revenues will be in place to pay all expenses incurred
to date or due through the June 30, 2016 conclusion of the fiscal year.
3. Current year expenditures are allocated to implementation of the District’s Unified
Improvement Plan and achieving Ends.
COMPLIANCE: The District’s performance complies with the standard.
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The Board acknowledged receipt of a monitoring report as of March 2, 2016, for the period, July 1,
2015 through December 31, 2015, of the Superintendent, concerning Operating Limitations Policy
2.4 Financial Condition and Activities, and found the superintendent’s interpretations were
reasonable and supported by data that was relevant, justified and complete.
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