March 3, 2015

|. PRELIMINARY

Shepherd called the March 3, 2015, meeting to order at 6:30 p.m.
Roll Call

The following members were present:

JulieMarie A. Shepherd, president
Cathy Wildman, vice president
Mary W. Lewis, secretary

Dan Jorgensen, treasurer

Amber Drevon, director

Eric Nelson, director

Barbara J. Yamrick, director

Also meeting with the Board of Education were:

D. Rico Munn, superintendent of schools

William Stuart, deputy superintendent

Brandon Eyre, district legal counsel

Georgia Duran, chief communication officer

Lisa Escarcega, chief accountability and research officer
Damon Smith, chief personnel officer

David Trautenberg, chief financial officer

Anthony Sturges, chief operating officer

Adrienne Bradshaw, controller

Tonia Norman, assistant to Board of Education

Pledge of Allegiance

Shepherd led the Board and audience in the pledge to the flag. She then
welcomed visitors to the meeting.

Approval of Agenda

The March 3, 2015, agenda was amended to reflect removal of three student
organization charters from the consent agenda as follows:

e |lI-G-6, Pickens, Computer Service Skills USA Chapter

e |lI-G-7, Pickens, Technical College, Construction Technology Skills USA
Chapter

e |lI-G-11, Pickens, FCCLA

These student organization charters elected not to seek approval this school
year.

Approval of Minutes

The minutes of the regular meeting of the Board of Education held on February
17, 2015, were approved as written.

Recognizing Excellence

Munn announced that this week is National School Social Work Week, a time to
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recognize our social work teammates for the important work they do. This group
helps to prevent crises and counsels individuals, families and the Aurora
community on how to cope with stress. Student success is not possible without
our social workers and we thank them for their hard work and dedication.

Yesterday was Read Across America Day, a day designed to honor Dr. Seuss
and generate enthusiasm about reading. Many schools across APS hosted a
day-long reading event for students. We thank the staff and community
members who volunteered to read to students and teach them the joy and
importance of reading.

Opportunity for Audience

Kim Reiser, club sponsor for the Distributive Education Clubs of America
(DECA), expressed that the student organization, which is currently at a number
of district high schools, provides opportunities to prepare emerging student
leaders and entrepreneurs in areas of finance, marketing, hospitality, leadership
development, and community service. She highlighted a recent project in which
a group of students prepared hygiene kits for Aurora Warms the Night, which
provides shelter and services for Aurora’s homeless. She thanked BOE
Secretary Mary Lewis, who also serves on the Aurora Warms the Night board, for
all her assistance with the project.

Reiser is the hospitality and tourism instructor at Pickens and expressed that
students compete in hospitality and tourism events and participate in skill
sessions, job shadowing and internships. She shared that students are required
to complete a 100 hour internship at a hotel and noted that the DECA chapter
has partnered with Sage Hospitality this school year.

Sir Salonis, club sponsor and Taekwondo instructor at William Smith, started the
Taekwondo program to open another window for student athletics. He shared
that Taekwondo teaches students discipline, indomitable spirit, integrity,
perseverance and respect. He highlighted two forms of competition, expression
of art and combat, and emphasized that Taekwondo is an Olympic sport.
Students will be competing and representing William Smith at the Colorado State
Championship this weekend at Hinkley. Those who qualify will attend the
National Championship in Houston, Texas in July.

Marissa Pulido, student at William Smith, has a yellow belt and shared that she
enjoys the sport.

Salma Sakiri, student at William Smith, has a green belt and indicated that
Taekwondo has increased her athletic ability and has helped her become
stronger, more open and confident.

Cipriano Loya, student at William Smith, just tested for his green belt and shared
that Taekwondo has increased his athletic ability, confidence, and overall health.

Lexi Brown, student at William Smith, has a second degree black belt and has
been participating and competing in national competitions for eight years. She
noted that Taekwondo has helped William Smith by providing students with new
experiences and curriculum for each belt level. Salonis added that curriculum
provides students with opportunities to learn Korean so they can communicate at
national championships.
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Brown provided the Board and audience with a demonstration of form and Loya
provided the Board and audience with a board breaking demonstration.

Lewis asked about the number of students in the club. Salonis shared that the
after school program averages between 20 to 28 students and meets Monday
through Thursday, 3:00 to 5:00 p.m.

Nelson asked if students continued in the Taekwondo program once they
graduated from high school. Salonis highlighted business and mentoring
opportunities for high school graduates as well as Olympic sport opportunities.
He is currently training for the 2016 Olympic team.

Drevon asked about safety equipment and gear for students. Salonis shared that
William Smith provides safety equipment and gear for students.

Anthony Larson, sponsor for the Auto Collision Skills USA Chapter, expressed
that Pickens Technical College is an awesome school. He noted that his
personal goal is to teach young people skills that will change their life. He shared
that the Skills USA Program provides district-level skill competitions for collision
refinishing in which first and second place winners compete in state and national
competitions. He emphasized that students receive a lot of exposure at
competitions and a number of company leaders want to hire students or serve on
the advisory board. He and his colleagues spend numerous hours preparing
students for the competition and shared that two students competed in the
national competition and placed sixth in the nation. He currently has 60
secondary and post-secondary students in the morning and afternoon program.
He invited Board members to stop by and visit one of the sessions.

John Holmes, sponsor for the Electronics Skills USA Chapter, teaches general
electronics, digital electronics and mobile apps. He has a number of
postsecondary students in his program, but very few secondary students. He
shared that secondary students could potentially earn 1.5 math credits through
general electronics and believes it would benefit students by providing hands-on
experience and an introduction to calculus. He noted that students with truancy
problems or students who have not done well in traditional math classes have
excelled in the program. He asked the Board to assist in communicating benefits
of the program to high school students.

Kelly Powers, advisor for the Future Business Leaders of America (FBLA),
indicated that students participate in community service, food drives, and work
closely with the Colfax Community Network. He shared that students attend
regional, state and national conferences, noting that four students will participate
in the state leadership conference this year. He expressed that the program
helps students bond and become leaders and hopes to keep it going.

Shirleen Woods, sponsor for the Nail Technician Skills USA Chapter, shared that
this is her first year and noted that staff members have been helpful and students
are very excited. She expressed that students participated in toy and food drives
and are bonding together to support one another in their new leadership role.

Woods shared that students took part in an in-house competition based on the
state board test and did a phenomenal job. She noted that they also had an
opportunity to work on resumes during the competition and participated in a
building-wide interview competition in which one of her nail techs took first place.
She shared that students are learning relevant work that fits into the curriculum,
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and is planning to team with Kelly to host a silent auction and barbeque
fundraiser.

Tom Laing, sponsor for the Motorcycle Service Skills USA Chapter, thanked the
APS Board for their service throughout the years. He attended Lyn Knoll, South
and graduated from Aurora Central, and has been teaching in APS since 2000.
He noted that Skills USA provides students with opportunities to compete in
competitions and contests that help them shine and show off what they have
learned. He highlighted the professional development component associated
with Skills USA that allows instructors to teach 21st century skills, including
resume writing and other soft skills related to job retention. He shared that 17
students will be participating in a state competition this year, and have designed
a business plan for a motorcycle dealership. He added that students will also
have opportunities to demonstrate job skills and believes one student could
potentially win the state competition and the national competition.

Linda Bullock, sponsor for the Gay-Straight Alliance club at William Smith, and
Jason Harrison, sponsor for both the Social Justice and Poetry clubs at William
Smith, were present to answer questions.

Lewis asked about the average number of students in the Gay-Straight Alliance
club, Social Justice club and Poetry club. Bullock shared that the Gay-Straight
Alliance club averages around 10 to 15 students. Harrison shared that the Social
Justice club averages around 15 to 20 students. The Poetry club averages a
little less.

Michael Townsend, sponsor for the Precision Machining Skills USA Chapter, was
the State Advisor of the Year. He accompanies a number of students to the
national competition in Kansas each year and is hoping to get additional
assistance with students at state and national competitions. He wished everyone
had an opportunity to attend a Skills USA competition, noting that it is a life
changing experience for some students. He shared that students participating in
competitions often receive job offers and cited an example in which one of his
students received a job offer from an aerospace company in Houston.

Shepherd thanked sponsors and expressed that the Board would be taking
action on student organization charters later in the evening.

[I. INFORMATIONAL REPORTS

Superintendent’s Report

Munn provided the Board with a list of sessions from the recent AASA National
Conference, School Superintendents Association. He had an opportunity to
speak to a number of leaders regarding turnaround efforts and attended sessions
that highlighted online Naviance products that might benefit APS. Board
members will direct questions around sessions to Munn.

Leadership Team Report
Policy Governance Audit Report
Peter Doan, internal auditor, and Suzie Bubar, internal audit technician, provided

an overview of the Policy Governance — Executive Limitations report for second
quarter of the 2014-15 school year. The report was revised based on Board
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feedback to encompass individual policy ratings. The district is meeting policy
requirements in all areas. Two items were listed as “marginally meeting” policy
requirements, including Executive Limitation 3.1-2 and Executive Limitations 3.3-
2.

Drevon thanked internal audit staff for revising the report. She asked how COP
payments factored into debt burden ratios within the Policy Governance Audit
Report. Bradshaw explained that the debt burden ratio relates to the bond
redemption fund. She will provide the Board with additional information
regarding COP payments as it relates to the budget.

The Policy Governance — Executive Limitations, second quarter report, is
appended to the March 3 minutes.

2015-16 Construction Calendar

Carrie Clark, principal of the Edna and John W. Mosley P-8, and Anthony
Sturges, chief operating officer, provided the Board with an overview of the 2015-
16 construction calendar for the new school. The last day of school was
extended by a week and a half. The school day was also extended by 40
minutes.

Drevon noticed that the construction calendar did not include a fall break. Clark
shared that two days were added to the Thanksgiving break to give students and
staff a full week.

Drevon asked if construction of the new P-8 would be completed by August
2015. Sturges shared that construction is expected to be completed in August,
but wants to ensure a smooth start to the school year in case of unexpected
construction delays.

Shepherd asked about the communication process for the construction calendar.
Clark plans to review the proposed calendar and bell schedule with families at a
community meeting next week and a community meeting in May. She also plans
to mail the calendar and bell schedule to families once it is approved.

Shepherd asked about bell schedule time lines. Clark shared that the schedule
as is follows:

e 8:30to 3:55 p.m. - Monday, Tuesday, Thursday and Friday
e 9:451t0 3:55 p.m. — Wednesday

Sturges noted that start and end times are staggered for all four school sites
located on the APS community campus.

Lewis asked about the status of the proposed road to Sixth Avenue. Sturges
shared that discussions are ongoing with Buckley Air Force Base, but hopes to
have the road open by the start of school.

The Edna and John W. Mosley P-8 2015-16 construction calendar is appended
to the March 3 Board minutes.

This item will be included on the March 17 consent agenda for action.
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Community Corps Pilot Program

The Board received an overview of the Community Corps Pilot Program, which
the Board approved as a pilot for the 2014-15 school year. Stuart noted that the
Board received a midyear formative report regarding the implementation of the
pilot program, which highlights work of community corps liaisons to increase
community engagement in schools and decrease non-academic work burdens on
licensed staff.

Debi Hunter-Holen, community engagement advocate; Jessica Dengah, teacher
at Dalton; Chris Geddes, parent at Dalton; and Tobi Braddock, Jason Braddock,
and Alejandro Chavez, community corps liaisons at Dalton, were present to
engage with the Board.

Lewis asked if community corps liaisons were replacing para educators. Hunter-
Holen worked with principals to better determine the description for community
corps liaisons, noting that part of their job is to recruit volunteers to decrease
non-academic work burdens on licensed staff.

Wildman asked for additional clarification regarding duty assignments for
community corps liaisons. Hunter-Holen replied that duties are determined by
the school and the community corps liaison job description guidelines. Dengah
noted that volunteers assist with grading and preparation, which allows additional
opportunities for small group student instruction or projects.

Tobi Braddock shared that community corps liaisons coordinate parent volunteer
efforts at Dalton and provide assistance to staff as needed. She indicated that
the team consists of one full-time and two part-time staff members with
approximately 926 hours of service collectively. She shared that parent
volunteers have surpassed community corps liaison team hours, 1,283, which
has provided more than 2,200 hours of additional student contact time and
planning opportunities for teachers. She noted that fellow teammate, Alejandro
Chavez, has reached out to Spanish-speaking parents regarding volunteer
efforts and shared that the team has established relationships with parents and
teachers, which has helped bridge the gap in communication and other areas.
She expressed that liaisons and volunteers have assumed student supervision
work before school, after school and during lunch, and are getting more
volunteers to assist teachers with non-instructional classroom duties. She added
that the team utilizes Facebook to help parents understand the impact teachers
are having on students and to thank all of the parent volunteers.

Geddes has been able to assist liaisons with the school carnival, dances,
lunchroom duties, grading, and coverage for para educators. She also helps out
in the library, adding that she loves volunteering at Dalton and attributes the
success of the program to community corps liaisons.

Yamrick asked about incentives for parent volunteers, processes to recruit parent
volunteers, background checks for volunteers and expectations of family liaisons.
Hunter-Holen shared that school sites that have family liaisons work with
community corps liaisons to recruit volunteers. She expressed that volunteers
are subject to background checks and a volunteer handbook has been
developed to assist community corps liaisons with volunteer procedures. Tobi
Braddock noted that community corps liaisons met with numerous parents during
Back-to-School Night, and indicated that a church meets at Dalton and many
members have volunteered. She added that parent volunteers are featured in
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the newsletter and the team provides small gifts of appreciation periodically.

Lewis asked about the background of community corps liaisons and if para
educators had opportunities to apply for liaison positions. Tobi Braddock is the
past president of the Dalton PTSO and shared that liaisons started out as parent
volunteers. She noted that Jason Braddock’s strengths are technology and
photography and Chavez is a district interpreter. Hunter-Holen shared that
community corps liaisons receive a straight hourly salary. Smith added that
health and district benefits are not included with the position.

Lewis asked about the recruitment process for community corp liaisons. Hunter-
Holen shared that principals recruit liaisons based on familiarity and connection
to the school site. Lewis is the Board representative for the Classified
Employees Council and noted that many para educators are performing these
types of duties.

Shepherd would be interested in reviewing climate survey data to determine if
supports provided by community corps liaisons and parent volunteers are making
a difference in instructional building climate.

Munn asked AEA President Amy Nichols if feedback had been received from
instructional staff related to additional supports. Nichols stressed that additional
assistance and supports from classified staff and parent volunteers are always
valued by district teachers.

Shepherd thanked staff and presenters for providing information to the Board.
Regulation LBD-R, Charter School

Eyre shared that Regulation LBD-R, Charter Schools, was revised to reflect the
spring cycle charter school application process.

Lewis requested that language be revised within the regulation to better clarify
the charter school start date.

Yamrick noted that authorization had been previously granted to charter
applicants that submitted applications in the spring. Eyre has communicated
information to charter applicants and shared that they had no objections to
moving forward with the application process and fully expect to have
requirements included within their application. He emphasized that it should not
be a complication for this cycle.

This item will be included on the March 17 consent agenda for action.

University of Virginia Turnaround School Leadership Program Partnership
Update

Youngquist provided the Board with an update of the status and planning for the
University of Virginia School Turnaround Program, Partnership for Leadership in
Education, with the district, Colorado Department of Education (CDE), and the
West Comprehensive Center. He shared that the Partnership for Leadership in
Education program will allow district and school leaders to work with innovative
leaders in business and education around turnaround strategies and efforts. He
expressed that the focus of implementation will center on Learning Community P,
Hinkley High School and feeder schools, and P-20 Director for Learning
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Community P, Andre Wright, will lead the initiative. He indicated that seven
principals will take part in interviews for the leadership program and
approximately three to four schools will be involved in the program.

Youngquist shared that the district is reviewing the CDE turnaround leadership
network and supports for possible implementation at some district schools. He
noted that the statewide network of turnaround school leaders learn from each
other while visiting school sites and shared that the program is fully funded by
CDE. He highlighted another school leadership turnaround program, Relay
Graduate School Education Turnaround Leadership Development Program,
which is a two year program primarily focused on instructional leadership based
on effective teacher observation and feedback.

Wildman asked about schools in Learning Community P. Youngquist highlighted
schools represented in Learning Community P, including Hinkley, East, Clyde
Miller, Altura, Elkhart, Laredo, Sable, Sixth Avenue, Vaughn, and Laredo Child
Development Center. He shared that school leaders at Hinkley, East and Elkhart
will engage in the Partnership for Leadership in Education program and training.

Lewis asked if additional school leaders or learning community directors would
be recruited for the CDE turnaround leadership network. Youngquist shared that
selected principals and site-based learning directors would be recruited for the
program.

Escéarcega will provide the Board with additional information regarding student
interim assessment points.

Drevon asked about the selection process of Hinkley and feeder schools for the
Partnership for Leadership in Education program. Youngquist noted that
Learning Community P is one of the most impacted communities in terms of
student achievement and risk factors. He added that Andre Wright, P-20 Director
for Learning Community P, has a background in turnaround leadership work at
his former district. He indicated that Learning Community A is also a highly
impacted community and options and interventions are being reviewed. He
added that the Public Education and Business Coalition will provide mentors and
coaches to better support new teachers in Learning Community A.

Drevon asked about costs associated with the Partnership for Leadership in
Education program. Youngquist shared that CDE will cover half the cost of the
training and schools patrticipating in the program will pay for training of school
leaders.

The Colorado Department of Education and University of Virginia School
Turnaround Program Partnership Update presentation is appended to the March
3 minutes.

School Leader Selection

Myla Shepherd, director of Human Resources, and Damon Smith, chief
personnel officer, highlighted the new selection process for principals, including
the application screening, phone screening, half-day performance assessment
and principal pool for successful candidates. Screenings are conducted by P-20
Learning Directors, HR directors, Division of Equity in Learning Directors and
some site principals. Once candidates have been included in the pool, they can
be considered for district leadership positions. A school advisory committee is
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then convened and the P-20 Learning Director will facilitate both a staff meeting
and a community meeting. The school advisory committee will consist of the site
P-20 Learning Director, the site HR director, two licensed staff members, one
classified staff member, two parents, and one or two secondary students if
applicable. The P-20 Learning Director will select up to six candidates from the
pool for the school advisory committee to interview and recommend two to three
candidates to move forward. Selected finalists will participate in learning walks,
community forums, and site visits. Two finalists will be recommended for
interviews with the Superintendent and the Chief Academic Officer. The
Superintendent will make the final decision.

The assistant principal selection process will include an application screening
with five questions related to equity in leadership and proven success, a half-day
performance assessment and inclusion in the assistant principal pool for
successful candidates. P-20 Learning Directors and HR Directors will facilitate
meet and greet sessions with candidates. The Learning Community Director and
the Principal will screen and select candidates for interviews with school-based
committees. The Principal and Learning Community Director will make the final
decision.

Jorgensen asked how the new leadership selection process compared with
selection processes used by other districts. M. Shepherd replied that Denver
and Jefferson County have a similar multi-level screening process, but some
districts accept applications and conduct site-based screenings.

Jorgensen asked how the multi-level screening process would impact the overall
candidate pool. Smith replied that the multi-level screening process is becoming
the more common practice for selection of school leaders across metro Denver.
He noted that HR consulted with metro districts and reviewed national models,
but acknowledged that it could dissuade some potential candidates.

Lewis asked if feedback would be provided to candidates when an application is
not considered. M. Shepherd replied that feedback is captured for candidates on
guality standards and exercises that demonstrate quality standards. She added
that feedback is collected and provided to internal candidates as part of the
process and external candidates seeking additional feedback.

Nelson asked if a professional development program was in place to prepare
internal candidates for the new selection process. Youngquist replied that
leadership development and selection is based on a set of quality standards
provided by the state and noted that the district is recreating developmental
systems through an ongoing partnership with the University of Denver where
many school and district leaders have taken part in leadership and licensure
programs. He shared that the University of Denver has committed to redesigning
curriculum to align with quality standards that are specific and most effective for
district leaders. He noted that new screening processes for principals and
assistant principals relate to quality standards that determine leadership
effectiveness.

Yamrick asked for additional details regarding the half-day performance
assessment. Smith will meet with Yamrick to discuss the process.

Yamrick asked about the number of candidates in the current principal pool. M.

Shepherd shared that nine candidates have been screened through the half-day
performance assessment and one candidate is currently in the pool. Smith

10203



March 3, 2015

shared that there are currently three principal vacancies in APS.

President Shepherd thanked staff for providing information to the Board. She
asked that the Board continue to be updated regarding the new multi-level
screening process.

The 2015 Principal and Assistant Principal Selection Process presentation is
appended to the March 3 Board minutes.

. CONSENT AGENDA

Yamrick moved and Nelson seconded to approve the following items on the
amended consent agenda as presented:

e Expenditure Summary and Financial Report as of December 31, 2014
e Personnel
e Student Organization Charter—William Smith, Gay-Straight Alliance

e Student Organization Charter—William Smith, Poetry Club

e Student Organization Charter—William Smith, Social Justice Club

e Student Organization Charter—William Smith, Storm TKD

e Student Organization Charter—Pickens, Auto Collision Skills USA Chapter
e Student Organization Charter—Pickens, DECA

e Student Organization Charter—Pickens, Electronic Skills USA Chapter

e Student Organization Charter—Pickens, FBLA

e Student Organization Charter—Pickens, Precision Machining Skills USA

Chapter

e Student Organization Charter—Pickens, Motorcycle Service Skills USA
Chapter

e Student Organization Charter—Pickens, Nail Technician Skills USA
Chapter

e Application for Committee Appointment—LRFAC

Lewis asked for additional clarification regarding the project coordinator for the
Welcome/Newcomer Center. Munn shared that Silvia Tamminen is the new
project coordinator for the educational department within the
Welcome/Newcomer Center.

Smith congratulated 15 retirees listed on the March 3 consent agenda for a total
of 300 years of service to the district.

Roll Call: Drevon, Jorgensen, Lewis, Nelson, Shepherd, Wildman, Yamrick #8342
Approved on a vote of 7-0

V. BOARD WORK

Ends Conversation

Standing Committee Report
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Lewis provided the Board with a presentation from the Colorado Fiscal Institute
that was highlighted at the recent Colorado Association of School Boards Winter
Legislative Conference.

Lewis shared that a member of America’s Promise requested that information
from the U.S. Department of State regarding human trafficking in schools be
forwarded to the Board for review.

Wildman is a director for the Aurora Mental Health Center board and noted that
the spring benefit luncheon is scheduled on Friday, May 1, at the Radisson Hotel.
She encouraged everyone to attend.

Wildman expressed that Grand Design is presenting a civil rights story
production featuring 29 individuals, including Edna Mosley. The presentation is
scheduled March 27 through March 29. Tickets are $25.

Drevon shared that District Accountability Advisory Committee members were
presented with an overview of the AGATE Program and services available for
gifted and talented students.

Yamrick highlighted conversations from the recent Colorado Preschool Program
meeting, including separation of early childhood education and daycare;
clarification and accreditation for early childhood education partners;
qualifications and specifications for early childhood education instructors; and
possible funding from the Colorado legislature.

Open Dialogue

Jorgensen requested that the Board include more opportunities in future
meetings to dialogue with teachers and students.

Lewis asked that district staff provide more communication related to potential
math credit opportunities for high school students through instructional
coursework at Pickens Technical College.

Lewis requested that the Board be provided with feedback from teachers,
students and technology staff regarding PARCC assessments at a future
meeting.

Wildman requested that teachers be encouraged to complete the TELL survey
on March 9. Youngquist noted that P-20 Learning Directors are contacting
principals of schools in which 75 percent of instructional staff have not
responded.

Wildman asked when graduation requirements would be presented to the Board.
Youngquist shared that the Board would receive an update in April or May.

Yamrick asked for clarification regarding the mid-year Superintendent evaluation.
Shepherd will provide the Board with feedback related to the Superintendent
evaluation tool.

Yamrick asked when the Board would have an opportunity to discuss the Board

budget for the 2015-16 school year. Shepherd, Jorgensen and Norman will meet
to discuss next year’s budget prior to presenting to the Board.
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Drevon acknowledged the wonderful student artwork of planes from first graders
at Aurora Frontier in honor of Board appreciation month.

Munn shared that the Board would receive implementation work related to the
APS 2020 Strategic Plan prior to the March 17 work session.

Lewis asked about classified and administrative and professional/technical
surveys. Escarcega replied that information will be presented to the Board at the
April workshop.

Policy Perception Checklist

Did the Board receive information at tonight's meeting that requires a policy
change?

The Board did not receive information that required a policy change.

Did the Board receive information at tonight's meeting that requires additional
information or monitoring?

Additional information will be provided to the Board.

Board Self-Monitoring

Shepherd noted that good presentations were shared at tonight's meeting. She
thanked staff for providing the Board with information ahead of time so the Board

could better prepare and ask appropriate questions.

V. CONCLUDING ITEMS

Next meeting date
The next meeting of the Board of Education will be held on March 17, 2015, at
6:00 p.m. in the Dr. Edward and Mrs. Patricia Lord Boardroom of Educational
Services Center 4.

Adjournment

The regular meeting of the Board of Education adjourned at 9:31 p.m.

President

ATTEST
Secretary
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Policy Governance — Executive Limitations
2014-2015 Fiscal Year
2"? Quarter Report

Executive Summary

BACKGROUND

Aurora Public Schools is governed by a seven member Board of Education elected by voters to
set policy for, and provide governance and oversight of, the Adams-Arapahoe 28J School
District. As part of their governance and oversight responsibilities, the Board of Education
adopted a policy governance model. This model describes the board governance process,
board-superintendent relationship, executive limitations and District goals.

The purpose of the Policy Governance system includes:

Clarifying the purpose, job and role of the Board. Believing it acts on behalf of those who
legally and morally "own" the District, the Board primarily owes its loyalty and attention to
them.

Distinguishing between what the Board should accomplish from what the Superintendent
should accomplish-even though the Board is accountable for all that the Superintendent
and District does or does not do.

Helping staff and community better understand the role of the Board and the
Superintendent, making it clearer about when the Board should become involved in
District operations, and how the staff and community can help and influence the Board in
carrying out its job.

Evaluating Superintendent and District performance simultaneously, simply, rigorously
and reasonably according to previously stated expectations of the Board as a whole.
Establishing and measuring Superintendent and District performance standards for key
stakeholders, including staff, students and parents.

Helping the community better express its values and seeing them used by the Board and
District, especially from an ownership perspective about what benefits should be created
in the lives of which groups of students, and the priorities, trade-offs and costs of those
benefits for those students, but also from an ownership perspective about any other
community values concerning District performance.

The Board of Education has assigned the Office of Internal Audit the responsibility to evaluate if
the District is in compliance with the Executive Limitations section of Policy Governance. In
accordance with the Monitoring Calendar, The Office of Internal Audit has completed its review
of the District for the second quarter of the 2014-2015 fiscal year.
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Policy Governance — Executive Limitations
2014-2015 Fiscal Year
2"? Quarter Report

PURPOSE

The purpose of the Office of Internal Audit is to provide independent and objective reviews and
assessments of the District’s activities, operations, financial systems and internal controls. We
seek to assist management in investigating fraud, promoting operational effectiveness and
efficiency for department and programs, ensuring that adequate safeguards exist over district
assets, and ensuring adherence to District policies and procedures. The Office of Internal Audit
accomplishes this mission by carrying out an annual audit plan that utilizes a combination of
rotation and risk analysis to review areas of operation.

SCOPE

This review consists of the Treatment of Students, Parents/Guardians and Community
Members, Financial Conditions and Activity, and Asset Protection sections of the Executive
Limitations category for Policy Governance. The period of review is the second quarter of the
2014-2015 fiscal year (October 1, 2014 — December 31, 2014).

AUDIT OBJECTIVES

The objective of the audit was to ensure compliance with the Executive Limitations category of
Policy Governance for the following policies:

3.1 — Treatment of Students, Parents/Guardians and Community Members
The Superintendent shall not cause or allow the District to:
2. Use any method of collecting, reviewing, transmitting, or storing student or family
information that fails to protect against improper access to the material elicited.

3.3 - Financial Conditions and Activity
The Superintendent shall not cause or allow the District to:

1. Expend more funds in any fund than have been received in the fiscal year to date
unless the debt, reserve and liquidity guidelines below are met.

2. Indebt or obligate the organization in an amount greater than can be repaid by
certain, otherwise unencumbered revenues by the end of the fiscal year. For any
fund, have inadequate reserves, use any reserve other than intended or use any
Board-designated reserves.

» For the general fund, allow reserves to be less than 4% of its annual revenues
unless approved by the Board.

3. Incur a financially illiquid condition.
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Conduct inter-fund shifting in amounts greater than can be restored to a condition of
discrete fund balances by certain, otherwise unencumbered revenues within each
fiscal year.

Receive, acquire, encumber, improve or dispose of real property. Maintenance and
replacement of building components are permitted improvements.

Sell any significant portion of the organization’s assets.

Achieve compliance with these provisions by endangering future capacity to achieve
District Goals.

The Superintendent shall cause the District to:

8.
9.

Settle payroll, accounts and debts in a timely manner.
Make tax payments and other government ordered payments and filings timely and
accurately.

10. Aggressively pursue receivables after a reasonable grace period.
11. Establish prudent reserves for contingent obligations.

3.6 — Asset Protection
The Superintendent shall not cause or allow the District to:

1.

Inadequately insure board members, staff, and the organization itself against theft,

casualty and liability losses.

Permit inbounded or uninsured personnel access to funds or the organization or

affiliated entities. Very small cash funds are excluded from this requirement.

Allow intellectual property, information and files to be exposed to loss or significant

damage.

Unnecessarily expose the organization, its Board or staff to claims of liability.

Make any purchase or financial commitment:

= wherein normally prudent protection has not been given against conflict of
interest;

= of more than a minimal amount without having obtained comparative prices and
quality (except for long term service contracts entered into with Superintendent
approval);

= of a significant amount without a stringent method of assuring a favorable
balance of long term quality and cost;

= over $750,000, excluding insurance premiums and approved capital projects.

Orders may not be split to avoid these requirements.

Receive, process or disburse funds under controls which are sufficient to meet the

Board-appointed auditor’s standards.

Invest or hold operating or capital funds in insecure instruments, including uninsured

accounts and securities with less than the highest safety of principal, or in non-

interest-bearing accounts except where necessary to facilitate ease in operational

transactions.
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9. Compromise the independence of the Board's audit or other external monitoring or
advice. Engaging audit or monitoring parties already chosen by the Board as
consultants or advisors to the Superintendent or organization is unacceptable.

12. Create or purchase any affiliate or subsidiary.

UPDATES TO REPORT

The Office of Internal Audit has updated the grading rubric for Policy Governance. The
District will no longer receive an overall rating based on the number of violations.
Instead, each policy will receive a rating based on an evaluation criteria and the level of
compliance.

Ratings for Policy

There are no concerns with this policy.
Internal Audit believes that the District is
adhering to this policy.

District meets policy requirements

There are minor concerns that District
administration may or may not be aware of.
District administration has developed or is
developing an action plan to address the
issues.

There are major concerns that District
administration may or may not be aware of.
Violation of this policy may be adversely
affecting the District.

District does not meet policy requirements

X Mv X - NIy 4 whay”

Peter V. Doan

Internal Auditor
pvdoan@aps.k12.co.us
303-365-5815 x28915
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Results
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Policy Number

Policy Reviewed

Use any method of collecting, reviewing,
transmitting, or storing student or family
information that fails to protect against
improper access to the material elicited.

Conclusion

Comments

The District does not have documented IT security
policies and procedures including but not limited to
programs, applications, etc. The IT Department is
working to formalize these policies and procedures.

Expend more funds in any fund than
have been received in the fiscal year to
date unless the debt, reserve and
liquidity guidelines below are met.

District meets

policy
requirements

Indebt or obligate the organization in an
amount greater than can be repaid by
certain, otherwise unencumbered
revenues by the end of the fiscal year.
For any fund, have inadequate reserves,
use any reserve other than intended or
use any Board-designated reserves.

e For the general fund, allow
reserves to be less than 4% of
its annual revenues unless
approved by the Board.

There is a warning indicator for the Debt Burden
Ratio (DBR) in the Fiscal Health Analysis
Information Report from the Colorado Office of the
State Auditor. The District is aware and has an
action plan to address it.

NOTE: We included this indicator from the 1%
Quarter report due to the new rating system.

Incur a financially illiquid condition.

District meets

policy
requirements

3.1-2
33-1
33-2
3.3-3
3.3-4

Conduct inter-fund shifting in amounts
greater than can be restored to a
condition of discrete fund balances by
certain, otherwise unencumbered
revenues within each fiscal year.

District meets

policy
requirements
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Receive, acquire, encumber, improve or
dispose of real property. Maintenance

District meets

3.3-5 and replacement of building components p_ol|cy ¢
are permitted improvements. requirements
- . District meets
33-6 Sell any significant portion of the olic
’ organization’s assets. P y
requirements
Achieve  compliance  with  these The District is in the process of defining District
3.3-7 provisions by endangering future N/A Goals. As a result, there were no indicators or
capacity to achieve District Goals. metrics to review.
. District meets
33_8 Settle payroll, accounts and debts in a olic
’ timely manner. P y
requirements
Make tax payments and other | District meets
3.3-9 government ordered payments and policy
filings timely and accurately. requirements
: . District meets
3.3-10 Aggressively pursue receivables after a policy
’ reasonable grace period. .
requirements
. District meets
3.3-11 Establish prudent reserves  for olic
' contingent obligations. P y
requirements
Inadequately insure board members, | District meets
3.6-1 staff and the organization itself against policy
theft, casualty, and liability losses. requirements
Permit  inbounded or  uninsured o
personnel access to funds or the | District meets
3.6-2 organization or affiliated entities. Very policy

small cash funds are excluded from this
requirement.

requirements

[10]




Policy Governance — Executive Limitations
2014-2015 Fiscal Year
2"? Quarter Report

Allow intellectual property, information | District meets
3.6-4 and files to be exposed to loss or policy
significant damage. requirements

) L District meets
Unnecessarily expose the organization,

36-5 its Board or staff to claims of liability. p.O“Cy
requirements
Make any purchase or financial
commitment:
e wherein normally prudent
protection has not been given
against conflict of interest;
e of more than a minimal amount
without having obtained
comparative prices and quality
(except for long term service District meets
contracts entered into with .
3.6-6 policy

Superintendent approval);

e of a significant amount without a
stringent method of assuring a
favorable balance of long term
quality and cost;

e over $750,000, excluding
insurance premiums and
approved capital projects.

Orders may not be split to avoid these
requirements.

requirements
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Receive, process or disburse funds
under controls which are sufficient to

meet the Board-appointed auditor’s p_ollcy
standards. requirements

District meets
36-7

Invest or hold operating or capital funds

in insecure instruments, including

uninsured accounts and securities with | District meets
3.6-8 less than the highest safety of principal, policy

or in non-interest-bearing accounts requirements

except where necessary to facilitate

ease in operational transactions.

Compromise the independence of the

Board’'s audit or other external

monitoring or advice. Engaging audit or | District meets
3.6-9 monitoring parties already chosen by the policy

Board as consultants or advisors to the requirements

Superintendent or organization is

unacceptable.
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District meets

policy
requirements

Create or purchase any affiliate or

3.6-12 subsidiary.
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Areas of Review
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AREAS OF REVIEW

This section includes the areas that Internal Audit reviewed and any findings related to those
areas.

Treatment of Students, Parents/Guardians & Community Members

Review of IT Security Protocols

Findings: The District has IT security policies and procedures including but not limited to
programs, applications, etc., but are undocumented.

Associated Policies:

e Use any method of collecting, reviewing, transmitting, or storing student or family
information that fails to protect against improper access to the material elicited.

Audit Results:

During our interview with the IT Department, we learned that while IT regularly review user
access rights for District programs, applications, and network access on a regular schedule,
there are no formalized processes. The IT Department is working to document and formalize
their policies and procedures with an estimated completion date of spring 2015.

Site Audits - Records Access Review

Findings: There were no findings in this area.
Associated Policies:

e Use any method of collecting, reviewing, transmitting, or storing student or family
information that fails to protect against improper access to the material elicited.

Audit Results:
During our site audits, we include a records access review of student and family information if

that information is stored at the site. There were no findings in this area in each of our audits.
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Financial Conditions and Activity

Spending Rate Analysis

Finding: There were no findings in this area.
Associated Policies:

e Expend more funds in any fund than have been received in the fiscal year to date unless
the debt, reserve and liquidity guidelines below are met.

e Indebt or obligate the organization in an amount greater than can be repaid by certain,
otherwise unencumbered revenues by the end of the fiscal year. For any fund, have
inadequate reserves, use any reserve other than intended or use any Board-designated
reserves.

o0 For the general fund, allow reserves to be less than 4% of its annual revenues
unless approved by the Board.

e Incur a financially illiquid condition.

e Conduct inter-fund shifting in amounts greater than can be restored to a condition of
discrete fund balances by certain, other unencumbered revenues within each fiscal year.

Audit Results:

e following forecast data was obtained from the - uarter Financial Statements.
The following f d btained f he 2014-2015 1* Q Fi ial S

Spending
Type of Fund
Rate %
General Fund 88.6%
Aurora Academy Charter School 77.4%
Lotus School for Excellence Charter School 95.2%
Global Village Academy Charter School 85.7%

Vanguard Classical Charter School (West Campus) 112.4%

Vanguard Classical Charter School (East Campus) 56.0%
AXL Charter School 82.0%
Athletic Fund 55.9%
Bond Redemption Fund 0.0%
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Type of Fund Spending
Rate %
Building Fund 21.3%
Capital Reserve Fund 9.9%
Colorado Preschool Fund 68.6%
Grants Fund 63.8%
Medicaid Fund 30.0%
Pickens Post-Secondary Fund 65.0%
Risk-Related Activity Fund 35.1%
Special Programs Fund 50.2%
Nutrition Services Fund 92.2%
Print Services Fund 116.2%
Pupil Activity - Agency Fund 48.6%

The District’'s spending rate percentage is calculated by taking the year to date expenditures,
dividing it by the current number of months in the fiscal year, multiplied by 12 months, and
dividing that number by the budgeted expenditures.

There were two funds that were over the 100% spending rate in the 1% Quarter: Vanguard
Classical Charter School (West Campus) and Print Services Fund. Since this is not a year-end report, the
District must provide a sufficient explanation for any funds with a spending rate over 100% to avoid a
negative mark in this area. The District has provided the following explanations for the two funds below:

Vanguard Classical Charter School (West Campus):

¢ There was a change in accounting for the nutrition services fund. As a result, Vanguard
had about $56,000 of built-up fund balance that the District had asked to spend down as
soon as possible.

e |tis a planned overspending to spend down the nutrition services fund balance.

e Since this information was not available during the budget process for 2014-2015, the
overspending was not built into their budget.

o The readopted budget will have the planned overspending and should reduce their
spending rate.
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Print Services Fund:

e The increased spending rate is due to planned purchases of print supplies.
o Itis expected that the rate will moderate as the school year progresses.

We believed that the explanations provided by the District were satisfactory. The Office of
Internal Audit will continue to monitor these funds and follow up if it is expected that the
spending rate will exceed 100% by year-end.
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Fund Balance Reserve Ratio

Finding: There were no findings in this area.

Associated Policies:

e Indebt or obligate the organization in an amount greater than can be repaid by certain,
otherwise unencumbered revenues by the end of the fiscal year. For any fund, have
inadequate reserves, use any reserve other than intended or use any Board-designated
reserves.

0 For the general fund, allow reserves to be less than 4% of its annual revenues
unless approved by the Board.

e Establish prudent reserves for contingent obligations.

Audit Results: The following data to perform the calculations was obtained from the 2014-2015
1% Quarter Financial Statements and the 2014-2015 Adopted Budget.

Budgeted vs Required BOE Policy Reserves

TABOR Emergency Resene 9,729,767 3.21%
Contingency - BOE Policy Resene 3,000,000 0.99%
Contingency - Operating Reserve 1,224,274 0.40%
Total Reserves Budgeted $ 13,954,041 4.60%
Budgeted Net Revenues $ 303,163,590
BOE Policy Requirement Percentage 4.00%
Total Required Resenes $ 12,126,544
Total Budgeted Reserves 13,954,041
Over/(Under) Target Requirement for BOE Policy Reserve 1,827,497 13.10%

Fund Balance Reserve Ratio

Ending Fund Balance As Of September 30, 2014 34,417,467
Total Required Resenrves 12,126,544
Ending Fund Balance/Reserve Ratio (Must be greater than 1.00) 2.84

The Fund Balance Reserve Ratio is calculated as the year to date ending fund balance divided
by the total required reserves. The District’s fund balance/reserve ratio for the 1% quarter is 2.84.

If the ratio is above 1.00, the District is in compliance with the policy by having funds available
for the reserve in that quarter.
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Quick Ratio Calculation

Findings: There were no findings in this area.
Associated Policies:

¢ Indebt or obligate the organization in an amount greater than can be repaid by certain,
otherwise unencumbered revenues by the end of the fiscal year. For any fund, have
inadequate reserves, use any reserve other than intended or use any Board-designated
reserves.
o0 For the general fund, allow reserves to be less than 4% of its annual revenues
unless approved by the Board.
e Incur a financially illiquid condition.

Audit Results:

The quick ratio is an indicator of the District's short-term liquidity. It measures the District's
ability to meet its short-term obligations with its most liquid assets. This number should be
greater than 1.00. The following data to perform the calculations was obtained from the 2014-
2015 1% Quarter Financial Statements.

Total Governmental Funds

Pooled Cash and Investments 121,550,464
Accounts Receivable 1,146,331
Accounts Receivable - Grants 4,978,986
Taxes Receivable 751,618
Accounts Payable 3,834,660
Provision for Future Claims 212,228
Quick Ratio 31.73

General Fund

Pooled Cash and Investments 32,822,130
Accounts Receivable 1,146,331
Taxes Receivable 751,618
Accounts Payable 3,655,719
Quick Ratio 9.50
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Fiscal Health Analysis of Colorado School Districts from State Auditors

Findings: There is a warning indicator for the Debt Burden Ratio (DBR) in the Fiscal Health
Analysis Information Report from the Colorado Office of the State Auditor.

Associated Policies:

¢ Expend more funds in any fund than have been received in the fiscal year to date unless
the debt, reserve and liquidity guidelines below are met.

¢ Indebt or obligate the organization in an amount greater than can be repaid by certain,
otherwise unencumbered revenues by the end of the fiscal year. For any fund, have
inadequate reserves, use any reserve other than intended or use any Board-designated
reserves.

o0 For the general fund, allow reserves to be less than 4% of its annual revenues
unless approved by the Board.
e Incur afinancially illiquid condition.

Audit Results:

NOTE: We included this indicator from the 1st Quarter report due to the new rating system. It
will be highlighted until the Colorado Office of the State Auditor releases next year's report

The State Auditor's Fiscal Health Analysis of Colorado School Districts for the fiscal years
ending 2011, 2012, and 2013 was released in July 2014. The Local Government Division of the
Office of the State Auditor developed a set of financial indicators by which to assess the
financial health of Colorado School Districts.

The Fiscal Health Analysis uses five ratios to assess school districts’ financial health. These
ratios include the Asset Sufficiency Ratio (ASR), Debt Burden Ratio (DBR), Operating Reserve
Ratio (ORR), Operating Margin Ratio (OMR), and Change in Fund Balance Ratio (CFBR). More
information about the ratios can be found in Appendix A of this report.

Our District’s ratios have been provided in the following table:

ASR Ratio DBR Ratio ORR Ratio OMR Ratio CFBR Ratio

2011 2.17 0.80 0.1063 0.01 0.08
2012 2.35 0.81 0.1286 0.02 0.18
2013 2.62 0.79 0.1517 0.03 0.24
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Out of the five ratios, the District was below the benchmark for the DBR Ratio due to having a
DBR Ratio of less than 1.0 for all 3 years. This indicates that the District’s annual debt service
expenditure is higher than the annual revenue of the fund supporting the debt. The Division of
Finance has been aware of this. Due to the large balance in the Bond Redemption Fund, the
District planned to draw down the fund balance until it was at a sufficient level. During this draw
down, the District kept the Mill Levy as low as possible, which reduced the revenue the District
received in the Bond Redemption Fund. In the past two years, the District has been increasing
the mills in the Bond Redemption Fund to restore the DBR ratio. In December 2012, the District
increased the mill levy from 15 mills to 16.25 mills in the Bond Redemption Fund for the tax year
2013. In December 2013, it was again increased to 20 mills for the tax year 2014. The Division
of Finance anticipates that the DBR Ratio will be above 1.00 in next year’s report.
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Interfund Borrowing

Findings: There were no findings in this area.
Associated Policies:
e Conduct inter-fund shifting in amounts greater than can be restored to a condition of
discrete fund balances by certain, otherwise unencumbered revenues within each fiscal

year.

Audit Results: The following data to perform the calculations was obtained from the 2014-2015
1% Quarter Financial Statements.

Interfund Borrowing: Interfund Borrowing:
Receivable Payable

General Fund 4,119,623 -
Grants Fund - 4,119,623
Total 4,119,623 4,119,623
Grants Fund
Cash + Cash Equiv + AR

Pooled Cash and Investments -

Accounts Receivable -

Accounts Receivable - Grants 4,978,986
Total Cash + Cash Equiv + AR 4,978,986
Current Liabilities
Accounts Payable 97,241
Interfund Borrowing: Payable 4,119,623
Deferred Revenue Grants 50
Total Current Liabilities 4,216,914
Quick Ratio 1.18
Ratio of Cash/Receivables
over Interfund Payables 1.21
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Review of Assets

Findings: There were no findings in this area.

Associated Policies:

¢ Receive, acquire, encumber, improve or dispose of real property. Maintenance and
replacement of building components are permitted improvements.
e Sell any significant portion of the organization’s assets

Audit Results:

We reviewed Land and Building & Improvements in Fund 80. There were two items that were

listed in which we requested an explanation.

Fund 80 Bldgs & Imp Date Status

2648DARTMOUTH 6/30/2014 Retired

Fund 80 Land Date Status

DAYBREAK1 - 190 11/8/2013 Retired

[24]

Explanation
Created an asset that was duplicated.
Retired entry was to fix duplication.

Explanation

Approval from Board of Education
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Payroll, Accounts Payable and Long-Term Debt Review

Findings: There were no findings in this area.
Associated Policies:

¢ Indebt or obligate the organization in an amount greater than can be repaid by certain,
otherwise unencumbered revenues by the end of the fiscal year. For any fund, have
inadequate reserves, use any reserve other than intended or use any Board-designated
reserves.
o0 For the general fund, allow reserves to be less than 4% of its annual revenues
unless approved by the Board.
e Settle payroll, accounts, and debts in a timely manner.

Audit Results:

Payroll Withholding Federal and State Variance
Federal/State Tax Variance

Month Payroll Date Date Wired (in days)
September 9/30/2014 9/30/2014 0
October 10/31/2014 10/31/2014 0
November 11/26/2014 11/26/2014 0
December 12/19/2014 12/19/2014 0

Payroll Withholding City Variance

Variance

Month Payroll Date OPT Check Mailed (in days)
September 9/30/2014 9/30/2014 0
October 10/31/2014 10/30/2014 -1
November 11/26/2014 12/2/2014 6
December 12/19/2014 12/19/2014 0

The number of days between the payroll date and the date that the federal/state tax has been
wired or OPT check has been mailed must be under 15 days for the District to pass this
indicator.

We met with the Senior Accountant to review the Invoice Aging Report for September through

December. All invoices over 90 days had a sufficient explanation that was provided by
Accounting.
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Tax Payment and Filing Dates Review

Finding: There were no findings in this area.

Associated Policies:

e Make tax payments and other government ordered payments and filings timely and
accurately.

Audit Results:

Notification of Tax Payments and Filings

Amount (if
Date Description Action Taken Applicable)

9/30/2014 September Federal Taxes Filed

9/30/2014 September State Taxes Filed

9/30/2014 September Federal Taxes Wired S 2,543,735.57
9/30/2014 September State Taxes Wired S 619,768.00
9/30/2014 September Occupational Privilege Tax Check Mailed S 10,300.00
10/16/2014 941 Quarterly Federal Tax Return (3rd Quarter) Mailed

10/30/2014 October Occupational Privilege Tax Check Mailed S 10,488.00
10/31/2014 October Federal Taxes Wired S 2,473,204.41
10/31/2014 October State Taxes Wired S 602,976.00
10/31/2014 October Federal Taxes Filed

10/31/2014 October State Taxes Filed

11/26/2014 November Federal Taxes Wired S 2,403,969.85
11/26/2014 November State Taxes Wired S 588,816.00
11/26/2014 November Federal Taxes Filed

11/26/2014 November State Taxes Filed

12/2/2014 November Occupational Privilege Tax Check Mailed S 10,572.00
12/19/2014 December Federal Taxes Wired S 2,291,793.15
12/19/2014 December State Taxes Wired S 582,953.00
12/19/2014 December Federal Taxes Filed

12/19/2014 December State Taxes Filed

12/19/2014 December Occupational Privilege Tax Check Mailed S 10,376.00
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Receivables Review

Findings: There were no findings in this area.
Associated Policies:

e Aggressively pursue receivables after a reasonable grace period.
Audit Results:

We reviewed the District's receivables between September and December. Information was
provided from Accounting regarding any extended receivables.

CTA Claim

e The District is expecting to collect $1,229,742.00 from the State of Colorado. The
payment schedule is established by the state.
o January 2015 — Expected $614,871
o April 2015 - Expected $307,436
0 June 2015 — Expected $304,436

Perkins Secondary Grant

e The District is expecting to collect $329,333 from the State of Colorado. Payments are
received as requests are submitted.
o First payment of $100,689 is expected in the 3 quarter.

Perkins Post-Secondary Grant

e The District is expecting to collect $250,234 from the State of Colorado. Payments are
received as requests are submitted.
o First payment of $15,827 is expected in the 3" quarter.

E-Rate Reimbursement

e The District is expecting to collect $1,012,333.00 from various internet providers.
0 Received $621,949.67
o Providers:
» Eagle Net $46,246.49
= Comcast $43,372.58
» Verizon $144,145.97
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= Century Link $388,184.63
o Balance is expected in the 3™ quarter

AXL Charter School

e The District is expecting to collect $254,000.00 from AXL Charter School.
o0 Payments are being made monthly.

Jamaica

e The District is expecting to collect $86,497.36 from Jamaica Cottage.
o Payment is expected in the 4™ quarter.
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Asset Protection

Insurance Review

Findings: There were no findings in this area.
Associated Policies:

¢ Inadequately insure board members, staff, and the organization itself against theft,
casualty and liability loss.

e Permit inbounded or uninsured personnel access to funds or the organization or
affiliated entities. Very small cash funds are excluded from this requirement.

e Allow intellectual property, information and files to be exposed to loss or significant
damage.

e Invest or hold operating or capital funds in insecure instruments, including uninsured
accounts and securities with less than the highest safety of principal, or in non-interest-
bearing accounts except where necessary to facilitate ease in operational transactions.

Audit Results:
We pulled the insurance policies from Risk Management to verify effective coverage dates.
Excess Loss Self Insurance Pool

o Effective July 1, 2014 to July 1, 2015
¢ Insured includes Board of Education and all employees of the school district.
o Coverage includes bodily injury, personal injury, advertising injury, or property damage.
0 Property damage includes loss of data and cost of recovery, including paper
record loss.

Travelers

o Effective July 1, 2014 to July 1, 2015
e Coverage includes crime.
o Crime includes any crimes against the District (e.g. libel, slander, copyright
infringement, employee crime)
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o Effective July 1, 2014 to June 30, 2015.
e Coverage includes cyber risk.
0 Cyber risk includes breach of data or loss of personal information; third party
coverage.

The interim risk manager believes that the District has adequate coverage. In addition, the
District can increase their coverage at any time if extra coverage is needed.

We also verified insurance coverage for any vendors that handle District funds.
Armored Knights

o Effective July 26, 2014 to July 26, 2015
U.S. Bank

e Listed as a Public Deposit Protection Act (PDPA) eligible depository.
e Active with the Federal Deposit Insurance Corporation (FDIC #6548).
0 FDIC Unigue Number (UNINUM): 4383
0 FDIC Certificate Number: 6548
0 Federal Reserve ID (RSSD-ID): 504713
0 Federal Reserve ID for Bank Holding Company (RSSDHCR): 1119794
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Site Audits — Funds Access Review

Findings: There were no findings in this area.
Associated Policies:

e Permit inbounded or uninsured personnel access to funds or the organization or
affiliated entities. Very small cash funds are excluded from this requirement.

Audit Results:
During our site audits, we include a funds access review to determine if only authorized

personnel have access to funds, excluding small cash funds. There were no findings in this area
in each of our audits.

Continuity of Operation Plan (COOP)

Findings: There were no findings in this area.
Associated Policies:

e Allow intellectual property, information and files to be exposed to loss or significant
damage.

Audit Results:

The District has a Continuity of Operation Plan (COOP) in place which establishes policy and
guidance to ensure that the District provide, for as long as possible, the essential service of
educating their students. The COOP includes scenarios for loss or significant damage to
information and files. We verified that it has been reviewed and updated for the 2014-2015 year.
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Preventative Programs

Findings: There were no findings in this area.
Associated Policies:
e Unnecessarily expose the organization, its Board or staff to claims of liability.
Audit Results:
The District currently has the following programs in place to reduce claims of liability:

e Background checks and fingerprinting during the hiring process

¢ Pre-employment evaluation for Nutrition Services

¢ Identification cards and sign in/out sheets at schools and support sites

¢ On-going safety trainings

e Ergonomic evaluations

e SAMBA (Monthly updates of state motor vehicle department records for all fleet drivers)

In addition, there are quarterly safety meetings in which concerns and new programs to reduce
liability are discussed.
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Purchasing Audit

Finding: There were no findings in this area.
Associated Policies:

¢ Make any purchase of financial commitment:

o0 wherein normally prudent protection has not been given against conflict of
interest;

o of more than a minimal amount without having obtained comparative prices and
guality (except for long term service contracts entered into the Superintendent
approval);

o of a significant amount without a stringent method of assuring a favorable
balance of long term quality and cost; and

o0 over $750,000, excluding insurance premiums and approved capital projects.

Orders may not be split to avoid these requirements.
e Create or purchase any affiliate or subsidiary.

Audit Results:
We reviewed the Purchasing Activity Register from September through December.
Purchases Over $750,000:

e PO 171176 amount is $1,516,116.00
0 Joint School Districts Workers Comp Self Insurance Pool. Exempt from Board of
Education approval.

Selected A Sample of 8 Purchases Over $50,000:

e PO 170168: Software maintenance and support
e PO 170183: Charter school grant payment

e PO 171392: Bid #2566-14

e PO 172086: Exempt — Tuition

o PO 172725: Exempt — Tuition

e PO 172836: Bid #2547-14 and 2548-14

e PO 172839: Bid #2539-14

e PO 172890: Exempt — Benefits
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We did not find any instances in which the District created or purchased an affiliate or
subsidiary.

Board-Appointed Auditors

Findings: There were no findings in this area.
Associated Policies:

o Receive process or disburse funds under controls which are insufficient to meet the
Board-appointed auditor’s standards.

o Compromise the independence of the Board’'s audit or other external monitoring or
advice. Engaging audit or monitoring parties already chosen by the Board as consultants
or advisers to the Superintendent or organization is unacceptable.

Audit Results:

All invoices provided by the external auditors were paid in a timely manner. We did not detect
any instances in which the external auditors’ independence was compromised.
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District Investments

Findings: There were no findings in this area.
Associated Policies:

e Invest or hold operating or capital funds in insecure instruments, including uninsured
accounts and securities with less than the highest safety of principal, or in non-interest
bearing accounts except where necessary to facilitate ease in operational transactions.

Audit Results:

The District does not have any investments for this quarter.
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Appendix A
Excerpt of Fiscal Health Analysis Report

Financial Ratios and Indicators
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FINANCIAL RATIOS AND
INDICATORS

DEVELOPMENT AND DESCRIPTION OF
THE FISCAL HEALTH ANALYSIS

The Division’s Fiscal Health Analysis is composed of a set of
financial indicators by which to assess the financial health of
Colorado school districts. The Division developed these financial
health ratios by researching school district analyses conducted by
other states, state agencies, and public accounting firms. These
ratios, when tracked over time, offer trend information that can
warn of potential financial deterioration in a particular school
district. The Fiscal Health Analysis uses a three-year period to

evaluate trends.
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The Fiscal Health Analysis focuses on the areas of highest risk for
school districts. Accordingly, the analysis focuses primarily on each
school district’s general fund, because this fund accounts for state
funding and local property tax revenue received and expended for
operations and discretionary items. The analysis also focuses on the
school districts’ debt and includes any fund balance deficits. For the
purpose of this analysis, we excluded proprietary funds, such as the
school lunch program, because school districts can usually address

deficits in these funds through increases in charges.

The Fiscal Health Analysis uses five ratios to assess school districts’
financial health. Following are general descriptions of the five ratios,
together with the associated benchmarks that are indicators of
potential financial stress when evaluated over a three-year period.
Appendix A contains further information on each ratio, financial
indicators, and benchmarks.

RATIO 1: ASSET SUFFICIENCY RATIO
(ASR)

What will this ratio tell me?

This ratio looks at the portion of general fund total assets to total
liabilities of the general fund. It shows how much coverage a school
district has over its current liabilities and provides a good indication as
to whether the school district has the ability to pay its bills in the short

term.
What will a trend in this ratio tell me?

An ASR that is trending downward indicates that a school district has
decreasing assets, increasing liabilities, or both. This could be due to a
timing issue, meaning the school district has incurred more liabilities at

the end of the financial period, resulting in increased liabilities as of



the balance sheet date. Alternatively, it could mean that the school
district has paid off more liabilities at the end of the year, decreasing
its assets as of the balance sheet date.

Where do 1 find the information?

The information for this ratio comes from the general fund in the
governmental funds balance sheet. If the school district has deferred
outflows, they should be included with the total assets. If the school
district has deferred inflows, they should be included with the total
liabilities.

How do I calculate the ratio?
To calculate this ratio, divide the general fund total assets and deferred

outflows by the general fund total liabilities and deferred inflows. The
ratio is calculated each year and compared to the benchmark criteria

to see if a school district meets or misses the benchmark.

ASR FORMULA
GENERAL FUND TOTAL ASSETS + DEFERRED OUTFLOWS

GENERAL FUND TOTAL LIABILITIES + DEFERRED INFLOWS

What is the benchmark?

The numeric benchmark for this ratio is 1.0. When a school district
has an ASR of 1.0, it means that it has exactly enough cash available
to pay off its current liabilities. An ASR of less than 1.0 means that the
school district does not have enough cash to pay off current liabilities.

FINANCIAL INDICATOR CRITERIA
CONTINUOUS DECLINE IN ASR FROM YEAR ONE TO YEAR THREE,
WITH YEAR THREE LESS THAN 1.0

ASR LESS THAN 1.0 ALL 3 YEARS
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This ratio has two different criteria. First, the ratio should not
consistently decrease over time. Second, it should not consistently
remain below 1.0. A decreasing ratio may mean a school district could
be facing liquidity problems.

For analysis purposes, a school district is below the benchmark when
there are consistent decreases in the ratio with the last year less than
1.0 or all 3 years less than 1.0.

EXAMPLE TREND DATA
RATIO YEAR ONE: 3.12
RATIO YEAR TWO: 2.09
RATIO YEAR THREE: 0.98

BELOW BENCHMARK? YES

What questions should 1 consider if my school district is below the
benchmark?

Does the school district have consistent decreases in the ratio over
time?

Does the school district have trouble paying debts as they become due?
Is the school district incurring more liabilities?

Are more liabilities coming due faster than cash is coming in to pay
them?

Is the school district below the benchmark due to timing issues? For
example, does the school district have significant cash flows in the
early part of the year, after the balance sheet date?

Is the school district’s cash flow structure sufficient to continue paying
liabilities as they become due?



RATIO 2: DEBT BURDEN RATIO (DBR)

What will this ratio tell me?

The ratio indicates whether the school district’s annual revenue will
cover its annual debt payments, including principal and interest. The
DBR is a very important way to assess a school district’s ability to
continue to meet its debt service payments. This ratio shows the
relationship between a school district’s revenue, or debt-paying
capacity, and its required debt payment.

What will a trend in this ratio tell me?

If the DBR shrinks every year, it might be a sign that the school
district’s debt payment is becoming more burdensome, and concerning.
This ratio can also provide other insights into how a school district is
paying off its debt. In general, if a school district pays its debt service
with revenues outside the general fund revenue in one year, and then
uses general funds the next year, the DBR will fluctuate significantly.
This becomes important if a school district has been paying its debt
service with other revenue, not reported in the general fund, and then
it begins to use general fund revenue. This could be a sign that the
revenue stream the school district intended to use to pay off its debt

might not be sufficient.
Where do 1 find the information?

To find the total governmental revenue of funds paying debt service,
add up all the revenue from any governmental fund with debt service
expenditures. Then, examine transfers into any funds paying debt
service, and add the revenue from the fund that is the source of the
transfer into that fund. Total governmental debt payments are the sum
of all debt service payments reported in all governmental funds.
Additionally, this information could be located in a few different

places within the audit report. Aside from the statement of revenues,
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expenditures, and changes in fund balance, the information could be in
the long-term debt note or in a schedule of long-term debt. Sometimes
it is necessary to dig deeper into the financial statements by examining
the combining statements to determine specifically which non-major
fund made debt service payments or transferred money into a fund
that did pay debt service.

How do I calculate the ratio?

To calculate this ratio, divide the total governmental revenue of funds
that pay debt service by the total governmental fund debt service
payments, including principal and interest. The ratio is calculated each
year and compared to the benchmark criteria to see if a school district
meets or misses the benchmark.

DBR FORMULA
TOTAL GOVERNMENTAL REVENUE OF FUND(S) PAYING DEBT

TOTAL GOVERNMENTAL DEBT PAYMENTS

What is the benchmark?

A DBR of 1.0 would indicate that annual debt service expenditures
equals the annual revenue of the fund supporting the debt.

FINANCIAL INDICATOR CRITERIA
CONTINUOUS DECLINE IN DBR FROM YEAR ONE TO YEAR THREE,
WITH YEAR THREE LESS THAN 1.0

—OR—
DBR LESS THAN 1.0 ALL 3 YEARS




This ratio has a two-part criteria and both must apply. The first part
of the criteria is that the ratio should remain constant or increase.
When the ratio is consistently less than 1.0, it means that the school
district does not have the appropriate amount of revenue in funds
making debt service payments. The second part of the criteria is
whether the ratio is less than 1.0 in the third year. A school district
with a DBR of 1.0 has just enough revenue in its funds with debt
service payments to pay those debt service expenditures. A DBR of less
than 1.0 means that a school district does not have enough revenue in
its funds paying debt service to cover those debt service expenditures

and it must use fund balance to make up the difference.

In our analysis, a school district is below the benchmark when it has a
consistently decreasing DBR with the most recent year’s ratio less than
1.0 or all 3 years less than 1.0.

EXAMPLE TREND DATA
RATIO YEAR ONE: 2.13
RATIO YEAR TWO: 1.04
RATIO YEAR THREE: 0.89

BELOW BENCHMARK? YES

What questions should 1 consider if my school district is below the
benchmark?

Does this ratio indicate that the school district does not have the
ability to pay its future debt service expenditures?

Is the ratio consistently decreasing because the school district has
decreasing revenue available to make consistent debt service payments?
Does the school district have plans to change the situation that is

causing the consistently decreasing DBR ratio?
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RATIO 3: OPERATING RESERVE RATIO
(ORR)

What will this ratio tell me?

The ORR indicates whether the school district’s general fund balance
reserve is sufficient to cover future expenditures. Specifically, this ratio
shows the amount of fund balance a school district has to pay its
expenditures. The ratio provides information based on the assumption
that future expenditures will resemble past expenditures. This means
that a school district with a high ORR should have sufficient reserves
to pay for its future expenditures, if things remain consistent in the
future. This ratio also provides insight into how long a school district

could operate if it were unable to collect any revenue.
What will a trend in this ratio tell me?

If the ORR decreases over time, it means the school district has either
increasing expenditures or has less fund balance to cover its
expenditures. There are many reasons that a school district might be
decreasing its available fund balance, so even 3 years of consistent
decline may not automatically mean there is a problem. Regardless of
the actual results of calculating this ratio, the school district should
evaluate the trend to determine the sufficiency of its reserves. The key
to this ratio is that management is aware of the changes and they are

intentional or planned.
Where do 1 find the information?

The information necessary to calculate the ORR is located on the
governmental funds balance sheet, specifically in the general fund.
Total general fund balance includes nonspendable, restricted,
committed, assigned and unassigned. Expenditure information is

located on the governmental funds statement of revenues,



expenditures, and changes in fund balance. General fund total
expenditures (net of transfers) are the total expenditures for the
general fund, and add transfers out and subtract transfers in.

How do I calculate the ratio?

To calculate this ratio, divide general fund balance by general fund
total expenditures (net of transfers). The ratio is calculated each year
and compared to the benchmark criteria to see if a school district
meets or misses the benchmark.

ORR FOrRMULA
FUND BALANCE OF THE GENERAL FUND

GENERAL FUND TOTAL EXPENDITURES (NET OF TRANSFERS)

What is the benchmark?

The benchmark for ORR is general fund balance of no less than one
week of regular current general fund expenditures, or a ratio of 0.0192
(1/52, or one week).

FINANCIAL INDICATOR CRITERIA
CONTINUOUS DECLINE IN ORR FROM YEAR ONE TO YEAR THREE,
WITH YEAR THREE LESS THAN 0.0192

—OR—
ORR LESS THAN 0.0192 ALL 3 YEARS

The ORR has two different criteria. First, a school district with an
ORR of 0.0192 can pay for one week of expenditures in the event of a
total loss of revenue inflows. A school district would be below the
benchmark if it has consistent decreases in the ratio, with the most
recent year less than 0.0192. This means that either expenditures are
increasing or fund balance is decreasing to the point where the school
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district can no longer pay for one week of expenditures. The second
part of the criteria is whether a school district has less than one week

of reserves in all 3 years.

For our purposes, a school district is below the benchmark if it has

consistent decreases in the ratio with the most current year’s ORR less
than 0.0192, or all 3 years are less than 0.0192.

EXAMPLE TREND DATA
RATIO YEAR ONE: 0.0519
RATIO YEAR TWO: 0.0327

RATIO YEAR THREE: 0.0164

BELOW BENCHMARK? YES

What questions should 1 consider if my school district is below the

benchmark?

Will the school district have a problem paying its future expenditures?
Does the school district understand the circumstances that resulted in a
consistently decreasing ORR and was it planned?

Do consistent decreases in the ratio mean that expenditures are
increasing or fund balance is decreasing, or both?

RATIO 4: OPERATING MARGIN RATIO
(OMR)

What will this ratio tell me?

The OMR is a traditional financial performance indicator that private
and public entities use for analysis. The OMR looks at revenues and
expenditures in the general fund. The ratio indicates the amount added

to the school district’s reserves for every $1 generated in revenue.



In general, a school district that has sustainable operations will have
more operating revenue than expenditures at any given time. There are
numerous reasons why a school district would have more expenditures
than revenues for a given year, but if the school district continually has
more expenditures than revenue, it might be financing its expenditures
with long-term debt or fund balance, which is not a sustainable

operational model.
What will a trend in this ratio tell mes

First, the OMR will tend to change consistently over time. It is possible
that a school district will have a negative OMR one year if there are
one time capital expenditures, and a positive OMR the next. However,
if a school district has a consistently negative OMR, it could indicate
structural problems in the school district’s operating decisions, or
generally poor economic conditions. A consistent decrease in the
OMR, or an OMR consistently less than zero is not sustainable in the
long term because eventually a school district will run out of fund
balance to cover the difference. Consistent increases in this ratio could
indicate that a school district has a generally improving economic
environment, or that it has made operating decisions that have created

more sustainable operations.
Where do 1 find the information?

The information for this ratio is located on the governmental funds
statement of revenues, expenditures, and changes in fund balance.
General fund total revenue is the total revenues for the general fund.
General fund total expenditures (net of transfers), are the total
expenditures for the fund, adding any transfers out and subtracting

any transfers in.
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How do I calculate the ratio?

To calculate this ratio, subtract total general fund expenditures, net of
transfers, from general fund total revenue. Divide that result by general
fund total revenue. The ratio is calculated each year and compared to
the benchmark criteria to see if a school district meets or misses the
benchmark.

OMR FORMULA
GENERAL FUND TOTAL REVENUE — (GENERAL FUND TOTAL
EXPENDITURES, NET OF TRANSFERS)

GENERAL FUND TOTAL REVENUE

An OMR of 0.01 would indicate that $.01 would result in net income
for every $1 produced in gross revenue.

The benchmark for the OMR is zero. An OMR of zero means that a
government has equal revenue and expenditures. An OMR greater
than zero is positive and indicates that the government has more
revenue than expenditures. An OMR of less than zero means that the
government has more expenditures than revenues.

FINANCIAL INDICATOR CRITERIA
DECREASE IN OMR FROM YEAR ONE TO YEAR THREE, WITH YEAR
THREE LESS THAN ZERO

—OR—
OMR LESS THAN ZERO IN ALL 3 YEARS

The OMR has a two part criteria. First, the OMR can fluctuate based
on the district’s budget decisions, but should not consistently decrease
over time. Second, it should not consistently be below zero.



For our analysis, a school district is below the benchmark if it has
consistently decreasing OMR with the most recent year less than zero,

or a negative OMR for all 3 years under analysis.

EXAMPLE TREND DATA
RATIO YEAR ONE: 0.11
RATIO YEAR TWO: 0.05
RATIO YEAR THREE: -0.04

BELOW BENCHMARK? YES

What questions should 1 consider if my school district is below the
benchmark?

Is the school district aware that it has a consistently negative OMR?
Does this ratio indicate that the school district is spending too much
money?

Does the decrease in OMR indicate planned reductions in fund
balance?

Are there one-time capital expenditures that led to the decrease in
OMR?

What is causing the OMR to be consistently less than zero and can the
school district fix this issue?

Is the consistent decrease due to a timing issue?

RATIO 5: CHANGE IN FUND BALANCE
RATIO (CFBR)

What will this ratio tell me?

The CFBR indicates whether the school district’s fund balance in its
general fund is increasing or decreasing. This ratio could show that a

school district needs to adjust its revenue and expense structure in

=~
O

MOLIdNY ILV.LS OAVIOTOO IHL 40 1MOdTd



(o)
(e)

FISCAL HEALTH ANALYSIS OF COLORADO SCHOOL DISTRICTS - JULY 2014

order to remain solvent over time. This ratio subtracts the prior year
general fund balance from the current year general fund balance; then
divides that amount by the prior year general fund balance. This ratio
reviews for a potential concern of declining fund balance and
highlights when a school district’s general fund balance has reached

the lowest point in four years.

This ratio shows the change in a school district’s general fund balance,
as a whole, over time. The CFBR goes beyond a traditional operating
margin analysis and encompasses all sources and uses of resources for

the general fund.
What will a trend in this ratio tell me?

A consistently decreasing CFBR over time could provide an indication
that general fund activities are not sustainable without potential

changes.

A school district should ascertain why the general fund balance has
declined to avoid a deficit and should determine how to return the
general fund to operating sustainability.

Where do 1 find the information?

The information for this ratio is located on the governmental funds
statement of revenues, expenditures, and changes in fund balance.
Current year fund balance of the general fund is located on generally
the last line of the statement. Prior year or beginning fund balance of
the general fund is located on the same statement, generally just above

the current year ending value.
How do I calculate the ratio?

To calculate this ratio, subtract the prior year general fund balance

from the current year general fund balance; then divide that amount by



the prior year general fund balance. The ratio is calculated each year
and compared to the benchmark criteria to see if a school district
meets or misses the benchmark.

CFBR FORMULA
CURRENT YEAR FUND BALANCE OF THE GENERAL FUND — PRIOR YEAR
FUND BALANCE

PRIOR YEAR GENERAL FUND BALANCE

What is the benchmark?

The benchmark for the CFBR is zero. A CFBR of zero would indicate
that the fund balance has not changed from the prior year.

FINANCIAL INDICATOR CRITERIA
DECREASE IN CFBR FROM YEAR ONE TO THREE, WITH YEAR THREE
FUND BALANCE LESS THAN YEAR ONE BEGINNING FUND BALANCE

—QOR—
CFBR LESS THAN ZERO FOR ALL 3 YEARS

The CFBR has a two part criteria. The CFBR is similar to OMR in
that a consistently declining or negative CFBR is not a sustainable
operating model. Eventually, remaining fund balance will run out to
cover the deficiency.

For our purposes, a school district is below the benchmark if it has
consistent decreases in the ratio and with year three fund balance less
than year one beginning fund balance, or a ratio of less than zero for
all 3 years, and with the most recent year’s fund balance less than zero.
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EXAMPLE TREND DATA
RATIO YEAR ONE: 0.10
RATIO YEAR TWO: 0.02

RATIO YEAR THREE: -0.15

BELOW BENCHMARK? YES

What questions should 1 consider if my school district misses the
benchmark?

Do changes in this ratio indicate that the school district is spending too
much?

What does the school district plan to do to reverse this trend?

Should the school district maintain more or less reserves?
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