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Policy Number Policy Reviewed Conclusion Comments
Expend more f_unds_ inany fund than District meets
33_1 have been received in the fiscal year to policy
date unless the debt, reserve and .
liquidity guidelines below are met. 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. The District did not receive any warning indicators in
For any fund, have inadequate reserves, | District meets | the 2015 Fiscal Health Analysis Information Report
3.3-2 use any reserve other than intended or policy from the Colorado Office of the State Auditor. As a
use any Board-designated reserves. requirements result, the rating has been increased for this policy.
e For the general fund, allow
reserves to be less than 4% of
its annual revenues unless
approved by the Board.
District meets
3.3-3 Incur a financially illiquid condition. policy
requirements
Conduct inter-fund shifting in amounts
greater than can be restored to a | District meets
3.3-4 condition of discrete fund balances by policy
certain, otherwise unencumbered requirements
revenues within each fiscal year.
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.
33_8 Settle payroll, accounts and debts in a Dlstrlclt_meets
= timely manner. poticy
requirements
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Make tax payments and other | District meets
3.3-9 government ordered payments and policy
filings timely and accurately. requirements

: , District meets
Aggressively pursue receivables after a

3.3-10 reasonable grace period. p_ol|cy
requirements
33-11 Establish ~ prudent  reserves  for D|st:)|(():|ti(r:r;/eets
’ contingent obligations. .
requirements
Make any purchase or financial
commitment:
e 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 dterr'n serwptﬁ District meets
36-6 contracts entere into  wit 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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Change his or her own compensation

and benefits, except as his or her District meets

3.7-1 benefits are consistent with a package p_ollcy
for all other employees. requirements
Promise or imply permanent or District meets
3.7-2 guaranteed employment. p_ollcy
requirements
Establish current compensation and
benefits which materially deviate from
the geographic or professional market District meets
37-3 for the skils employed. Create policy

obligations over a longer term than
revenues can be safely projected, in no
event longer than one year and in all
events subject to losses in revenue.

requirements
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3.7-4

3.7-5

Enter into agreements for services
(“AFS”) with retired employees that
exceed $50.00 per hour or $400.00 per
day; and, whether hourly or daily, no
retired employee may earn more than
$44,000.00 pursuant to one or more
AFS will be “cost neutral” for the District
for all PERA retiree employees making
$40.00 or more per hour or $320.00 or
more per diem. Accordingly, $40.00 or
greater hourly and $320.00 or greater
per diem rates will be adjusted in order
to compensate for the District's
employer contribution obligation for
PERA retirees on AFS.
Establish or change pension or other
benefits so as to cause unpredictable or
inequitable situations, including those
that
= incur unfunded liabilities;
= provide less than some basic
level of benefits to all full time
employees, though differential
benefits to encourage longevity
and District Goals performance
are not prohibited;
= permit employee to lose benefits
already accrued;

= treat domestic partners of
employees  differently  from
spouses.

District meets

policy
requirements

[12]

While there were two agreements for services that
violated the policy, the percentage of violations was
minimal when compared with the number of
agreements for the year. For transparency
purposes, we have disclosed the two agreements
and have lowered the rating for this policy.
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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.

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:

The following forecast data was obtained from the 2014-2015 2™ Quarter Financial Statements.

Spending
Type of Fund
Rate %
General Fund 89.7%
Aurora Academy Charter School 93.4%
Lotus School for Excellence Charter School 104.7%
Global Village Academy Charter School 76.9%

Vanguard Classical Charter School (West Campus) 110.2%
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Type of Fund Spending

Rate %
Vanguard Classical Charter School (East Campus) 88.0%
AXL Charter School 97.8%
Athletic Fund 81.9%
Bond Redemption Fund 82.6%
Building Fund 38.2%
Capital Reserve Fund 47.7%
Colorado Preschool Fund 75.6%
Grants Fund 66.4%
Medicaid Fund 38.6%
Pickens Post-Secondary Fund 52.8%
Risk-Related Activity Fund 107.0%
Special Programs Fund 49.5%
Nutrition Services Fund 97.7%
Print Services Fund 96.7%
Pupil Activity - Agency Fund 70.6%

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 three areas that were over the 100 percent spending rate in the 2" Quarter: Lotus
School for Excellence Charter School, Vanguard Classical Charter School (West Campus) and
Risk-Related Activity 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 three areas below:

Lotus School for Excellence Charter School

e Renovation projects increased the spending rate over the 100 percent.
e In January 2015, the school submitted a readopted budget increase of $126,000. The
new budget is expected to reduce the spending rate by two percent.
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o The District expects the spending rate to continue to decrease as the school year
progresses.

Vanguard Classical Charter School (West Campus):

e With any interim reporting, there are management estimates incorporated into the
numbers (Nutrition Services for example), and could be contributing to the over-spent
rate, through that period of time.

e The spending rate has been over 100 percent for two quarters. Vanguard West's 2™
quarter spending rate decreased slightly to 110.2 percent when compared to 1% quarter
spending rate of 112.4 percent.

e The school did not submit a readopted budget in January 2015.

o District staff will continue to monitor the school’s spending rate of 110.2 percent. It is
expected that the rate will moderate as the year progresses.

Risk-Related Activity Fund

e The spending rate of 107 percent is a result of $381,400 in unreimbursed expenditures
related to the September 2013 flood.

¢ Risk Management is working with FEMA to obtain a reimbursement. It is expected that
FEMA or the state will reimburse some or all of the expenditures.

¢ Without the FEMA expenditures, the adjusted spending rate is 91.2 percent.

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.

o0 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
2" Quarter Financial Statements and the 2014-2015 Re-Adopted Budget.

Budgeted vs Required BOE Policy Reserves (Updated from Re-Adopted Budget)

TABOR Emergency Resene 9,868,619 3.18%
Contingency - BOE Policy Resenve 3,000,000 0.97%
Contingency - Operating Resene 6,811,507 2.19%
Total Reserves Budgeted $ 19,680,126 6.33%
Budgeted Net Revenues $ 310,799,884
BOE Policy Requirement Percentage 4.00%
Total Required Reserves $ 12,431,995
Total Budgeted Resenes 19,680,126
Over/(Under) Target Requirement for BOE Policy Reserve 7,248,131 36.83%

Fund Balance Reserve Ratio

Ending Fund Balance As Of December 31, 2014 62,449,292
Total Required Resenes 12,431,995
Ending Fund Balance/Reserve Ratio (Must be greater than 1.00) 5.02

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 2™ quarter is
5.02. 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:

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.

¢ 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 2" Quarter Financial Statements.

Total Governmental Funds

Pooled Cash and Investments 79,825,702
Accounts Receivable 501,881
Accounts Receivable - Grants 5,078,582
Taxes Receivable 775,987
Accounts Payable 3,343,186
Provision for Future Claims 212,228
Quick Ratio 24.24
General Fund

Pooled Cash and Investments 20,123,581
Accounts Receivable 501,881
Taxes Receivable 734,373
Accounts Payable 3,060,311
Quick Ratio 6.98
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Fiscal Health Analysis of Colorado School Districts from State Auditors

Findings: There were no findings in this area.
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 a financially illiquid condition.

Audit Results:

The State Auditor’'s Fiscal Health Analysis of Colorado School Districts for the fiscal years
ending 2012, 2013, and 2014 was released in May 2015. 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

2012 2.35 0.81 0.13 0.02 0.18
2013 2.62 0.79 0.15 0.03 0.24
2014 2.58 1.04 0.15 0.01 0.04

The District has improved its DBR Ratio to exceed 1.00 and did not receive a warning indicator
from the Office of the State Auditor this year.
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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
2" Quarter Financial Statements.
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Interfund Borrowing: Interfund Borrowing:
Receivable Payable

General Fund 6,336,610 -
Grants Fund - 4,219,125
Nutrition Services (Proprietary Fund) - 2,117,485
Total 6,336,610 6,336,610
Grants Fund
Cash + Cash Equiv + AR

Pooled Cash and Investments -

Accounts Receivable -

Accounts Receivable - Grants 5,078,582
Total Cash + Cash Equiv + AR 5,078,582
Current Liabilities
Accounts Payable 63,849
Interfund Borrowing: Payable 4,219,125
Deferred Revenue Grants 50
Total Current Liabilities 4,283,024
Quick Ratio 1.19
Ratio of Cash/Receivables over
Interfund Payables 1.20
Nutrition Services
Cash + Cash Equiv + AR

Pooled Cash and Investments -

Accounts Receivable - Other 56,556

Accounts Receivable - Grants 5,572,838
Total Cash + Cash Equiv + AR 5,629,394
Current Liabilities
Accounts Payable 1,005,578
Interfund Borrowing: Payable 2,117,485
Deferred Revenue Grants 162,826
Total Current Liabilities 3,285,889
Quick Ratio 1.71
Ratio of Cash/Receivables over
Interfund Payables 2.66
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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)
January 1/30/2015 1/30/2015 0
February 2/27/2015 2/27/2015 0
March 3/31/2015 3/31/2015 0

0

Payroll Withholding City Variance

Variance

Month Payroll Date OPT Check Mailed (in days)
January 1/30/2015 1/30/2015 0
February 2/27/2015 3/3/2015 4
March 3/31/2015 3/31/2015 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 January through
March. 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:

Date
1/28/2015
1/30/2015
1/30/2015
1/30/2015
1/30/2015
1/30/2015
2/27/2015
2/27/2015
2/27/2015
2/27/2015
3/3/2015
3/31/2015
3/31/2015
3/31/2015
3/31/2015
3/31/2015

Notification of Tax Payments and Filings

Description
941 Quarterly Federal Tax Return (4th Quarter)
January City of Aurora Occupational Privilege Tax
January Federal Withholding Taxes
January State Withholding Taxes
January Federal Withholding Taxes
January State Withholding Taxes
February Federal Withholding Taxes
February State Withholding Taxes
February Federal Withholding Taxes
February State Withholding Taxes
February City of Aurora Occupational Privilege Tax
March State Withholding Taxes
March Federal Withholding Taxes
March State Withholding Taxes
March Federal Withholding Taxes
March City of Aurora Occupational Privilege Tax

[23]

Action Taken
Mailed
Check Mailed
Filed
Filed
Wired
Wired
Wired
Wired
Filed
Filed
Check Mailed
Wired
Wired
Filed
Filed
Check Mailed

Amount (if
Applicable)

10,424.00

2,320,456.66
567,075.00
2,395,974.05
588,711.00

10,650.00
576,254.00
2,341,904.14

10,612.00



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

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 January and March. Information was provided
from Accounting regarding any extended receivables.

CTA Claim

e The District is expecting to collect $614,782 from the State of Colorado by the end of the
year. The payment schedule is established by the state.
o April 2015 — Expected $307,391
0 June 2015 — Expected $307,391

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 Second payment of $158,936 is expected in the 4™ 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 Second payment of $147,418 is expected in the 4™ quarter.

AXL Charter School

e The District has deferred AXL's fees for the 2014-2015 year in the approximate amount
of $380,000. $50,000 of the $380,000 comes from the promissory note in the 2013-2014
year. As part of AXL's contract, it is expected that the District will receive this deferral in
fees over the course of the next three fiscal years (2015-2018) by authorizing APS to
withhold equal mothly installments from AXL's monthly funding.
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Asset Protection

Purchasing Audit

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

o 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
quality (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

o 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 174488 amount is $758,058.00
o Joint School Districts Workers Comp Self Insurance Pool. Exempt from Board of
Education approval.

Selected A Sample of 18 Purchases Over $50,000:

e PO 174103: Bid #2582-15

e PO 174247: Exempt — Instructional Material
e PO 174273: Exempt — Professional Services
e PO 174500: Bid #2579-14

e PO 174930: Exempt — Instructional Materials
e PO 174956: Exempt — Benefits
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PO 175034:
PO 175081
PO 175129:
PO 175313:
PO 175433:
PO 175623:
PO 175799:
PO 176177:
PO 176179:
PO 176263:
PO 176452:
PO 176957:

RFP from Jeffco #22797
Exempt — Professional Services
Bid through MAPO

Exempt — Instructional Material
Exempt — Professional Services
Exempt — Professional Services
Exempt — Phone Services

RFP #2511-13

RFP #2511-13

Exempt - Tuition

Three competitive quotes obtained.
Exempt - Benefits

We did not find any instances in which the District created or purchased an affiliate or
subsidiary.
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Compensation and Benefits

HR System Access

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

e Change his or her own compensation and benefits, except as his or her benefits are
consistent with a package for all other employees.

Audit Results:
We reviewed the list of individuals that have access to the compensation and benefits systems

provided by Human Resources. Only individuals that are currently working in Human Resources
have access to the system.
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Hiring Process Review

Finding: There were no findings in this area.
Associated Policies:
e Promise or imply permanent or guaranteed employment.
Audit Results:
Internal Audit interviewed the Chief Personnel Officer.

1. Human Resources requires an interview of two people minimum.

2. Once interviews are complete, the department or school provides a recommendation for
who they want to hire.

3. Human Resources reviews the recommended individual. Paperwork submitted by the
individual is reviewed to ensure that he or she is qualified for the position.

4. Licensed positions must go through the Teacher Insight Screen.

5. If the recommended individual fails one of these checks, HR will inform the department
or school to revisit their applicants and provide another recommendation.

There were no situations in which Human Resources is aware of in which an individual was
promised or implied permanent or guaranteed employment for the 2014-2015 school year.
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Oehm Consulting Services (OCS) Report Review

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

e Establish current compensation and benefits which materially deviate from the
geographic or professional market for the skills employed. Create obligations over a long
term than revenues can be safely projected, in no event longer than one year and in all
events subject to losses in revenue.

Audit Results:

Four positions were identified by the OCS Report as being out of range by over 5% for three
consecutive studies. The position and results are provided.

e Clerk, Department Human Resources
0 The position has been reclassified to Employment Office, Assistant.
e Assistant, Substitute Office
o0 There will not be any changes to this position. The range was updated in 2012-
2013.
e Risk Manager
o0 Currently being reviewed by the Division of Finance.
e Deputy Superintendent
o0 Position has been phased out.
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Agreement for Services (AFS) for Active Retirees Review

Finding: While there were two agreements for services that violated the policy, the percentage
of violations was minimal when compared with the number of agreements for the year. For
transparency purposes, we have disclosed the two agreements and have lowered the rating for
this policy. The rating for this policy is now at “District marginally meets policy
requirements”.

Associated Policies:

e Enter into agreements for services ("AFS") with retired employees that exceed $50.00
per hour or $400.00 per day; and, whether hourly or daily, no retired employee may earn
more than $44,000.00 pursuant to one or more AFS will be "cost neutral" for the District
for all PERA retiree employees making $40.00 or more per hour or $320.00 or more per
diem. Accordingly, $40.00 or greater hourly and $320.00 or greater per diem rates will
be adjusted in order to compensate for the District's employer contribution obligation for
PERA retirees on AFS.

Audit Results:
Internal Audit reviewed the Active Retiree Rates report from Human Resources (HR). All rates

above $40.00 per hour or $320.00 per diem required an explanation from HR.

Agreement for Services # Payment / Rate Explanation

Exceptional Student Services was unable to find a
qualified individual to serve as a Speech Language
Pathologist, a position identified nationally as a
hard to fill position. Hiring an individual from a
placement agency would have cost APS more than

30141 $473.66/Per Diem |entering into the AFS. Without the AFS, APS would
not have had a full-time Speech Language
Pathologist to serve at Rangeview High School,
resulting in a failure to provide services and non-
compliance with student IEPs or would have paid a
higher per diem rate to a temporary agency.

33393 $50.00/Hour Overlooked by Chief Personnel Officer

[30]



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

PERA Contribution Rates

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

e Establish or change pension or other benefits so as to cause unpredictable or
inequitable situations, including those that

o incur unfunded liabilities;

o0 provide less than some basic level of benefits to all full time employees, though
differential benefits to encourage longevity and District Goals performance are
not prohibited;

0 permit any employee to lose benefits already accrued; and

0 treat domestic partners of employees differently from spouses.

Audit Results:

The total contribution percentage for the 2015-2016 calendar year is 18.35%. The rates are
established by Colorado PERA.

Statutory Total
Employer Contribution %
Start Date Contribution AED SAED for Year
Jan 2010 10.15% 2.20% 1.50% 13.85%
Jan 2011 10.15% 2.60% 2.00% 14.75%
Jan 2012 10.15% 3.00% 2.50% 15.65%
Jan 2013 10.15% 3.40% 3.00% 16.55%
Jan 2014 10.15% 3.80% 3.50% 17.45%
Jan 2015 10.15% 4.20% 4.00% 18.35%
Jan 2016 10.15% 4.50% 4.50% 19.15%
Jan 2017 10.15% 4.50% 5.00% 19.65%
Jan 2018 10.15% 4.50% 5.50% 20.15%

Internal Audit reviewed the calculation and selected a sample of contribution report summaries
to verify that the District is in compliance with Colorado PERA. There were no issues in this
area.
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Pension and Benefits Review

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

e Establish or change pension or other benefits so as to cause unpredictable or
inequitable situations, including those that

o incur unfunded liabilities;

o0 provide less than some basic level of benefits to all full time employees, though
differential benefits to encourage longevity and District Goals performance are
not prohibited;

0 permit any employee to lose benefits already accrued; and

0 treat domestic partners of employees differently from spouses.

Audit Results:

PERA and benefits are budgeted and tracked by object code 0200 for each department or
school. The District maintains reserves to cover any unexpected costs exceeding the budget.

All employees have access to the APS online benefits system. Open enrollment occurs in May
2015 if employees need to update their medical insurance provider, medical and/or dental
insurance coverage status, or initiate or change a Medical Flexible Spending and/or Dependent
Care Flexible Spending Account.

At the time of review, there are no benefits provided to any full-time employees that are more
than the basic level of benefits. Any additional compensation above the base rate is tracked

through an Agreement for Services process.

Adjustments to vacation and sick hours can only be completed by Human Resources personnel
and must require approval from a supervisor and include appropriate documentation.

Enroliment forms for benefits include an option for domestic partners.
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Appendix A
Excerpt of Fiscal Health Analysis Report

Financial Ratios and Indicators
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CHAPTER 2

FINANCIAL RATIOS,
INDICATORS & 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 fiscal
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, when compared with a standard benchmark. The Fiscal

Health Analysis uses a 3-year period to evaluate trends.
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FISCAL HEALTH ANALYSIS OF COLORADO SCHOOL DISTRICTS - MAY 2015

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 3-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 shows how much coverage a school district’s general fund
total assets 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.

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 total assets to
cover its total liabilities. An ASR of less than 1.0 means that the school
district’s liabilities exceed its assets.

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

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.
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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,
total 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,
expenditures, and changes in fund balance, the information could be in
the long-term debt disclosure or in a related 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 actually paid the 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.
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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 debt service payments?

Does the school district have plans to change the cause of the

consistently decreasing DBR ratio?

RATIO 3: OPERATING RESERVE RATIO
(ORR)

What will this ratio tell me?

The ORR indicates the period of time (with 1.0 being one year) 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 future 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 reserves to pay for its expenditures further
into the future, if expenditures remain consistent. 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
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increasing expenditures or has less fund balance to cover its
expenditures. Translated into a time measurement, the fund balance
will not cover the same amount of time of operational expenditures as
in previous years, assuming expenditures have remained consistent.
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).

ORR FORMULA
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

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
district can no longer pay for one week of future 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
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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 me?

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.
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.

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

GENERAL FUND TOTAL REVENUE

What is the benchmark?

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. For example, An OMR of 0.01 would
indicate that $.01 would result in net income for every $1 produced in

gross revenue.
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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

—QOR—
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 I 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
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
evaluates 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.
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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.

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

—OR—
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.

EXAMPLE TREND DATA
RATIO YEAR ONE: 0.10
RATIO YEAR TWO: 0.02

RATIO YEAR THREE: -0.15

BELOW BENCHMARK? YES

What questions should I 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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Call to Action

* Inthe 2013-14 School Year, the APS Board of
Education directed Supt. Munn to develop and
implement a strategy to address the growing
number of schools identified on the state
accountability clock. In addition, the district itself
was identified on the clock.

 The administration began to identify areas of
culture and capacity that needed realignment to
the task of school turnaround.

 The administration also implemented key
components of a cohesive turnaround strategy.



Theory of Action

* Build the culture and capacity and provide the
on-going supports to maintain schools at a
strong performance level.

But, if schools do struggle...

* When we connect leaders, teachers and
learners to strong communities of practice,
those leaders, teachers and learners can
identify and build upon assets to rapidly
improve the school community.




APS’ B.E.S.T.

APS identifies this systemic body of work as the
Building Excellent Schools Together or “B.E.S.T.”
program.

B.E.S.T. schools are schools that are identified on the
state accountability clock under SB-163.

B.E.S.T. schools are identified to receive designated
interventions, resources and other types of initiatives
designed to address their specific challenges.

Each intervention, resource, and initiative is meant to
connect the leaders, teachers and learners with a
community of practice in targeted areas.

This approach aligns with the Core Beliefs set forth in
“Shaping the Future”.



B.E.S.T. Timeline

B.E.S.T. schools have a clear and predictable timeline for
designation and implementation of strategies
Goal:

— To rapidly move out of designation and sustain improvement

— To have conditions in place for Turnaround implementation or
the successful engagement of a coherent school improvement
strategy.

Expectations:

— Implementation of a Turnaround Strategy should yield identified
results within two years.

— Implementation of a School Improvement Strategy should yield
identified results in one year.

Designation identified via SPF. Designation removed upon
demonstration of sustainability.



Ongoing work

* In 2014-15, 13 new schools were identified by the
accountability clock. All schools have been
engaged in Year 1 activities on the B.E.S.T.
timeline.

* Year 2 schools have engaged in Year 2 B.E.S.T.
strategies. One Year 2 school is being considered
for a turnaround strategy.

* Year 3 school has implemented a school
Improvement strategy.

* Year 4 and 5 schools have been recommended for
school turnaround.



APS ACTION Zone Design Platform

Innovation
School
Structure

Lead
Turnaround
Partner
(LTP)




APS ACTION ZONE + MIE Partnership

School Design Teams (SDTs): stakeholders develop transformation al

school designs aligned with ZAC & ZDT Mass Insight

School
Design

School School
Design Design

1ICEIS ICEIS Teams

Zone Design Team (ZDT): stakeholders set design pillars,
define common features amongst schools and address 4
innovation areas: people, time, program and money

Zone Advisory Committee (ZAC): stakeholders set vision, align

with APS 2020, leverage resources and present final design to
APS Board of Education

Education:

Coordinate
design work

Facilitate and
support ZAC &
ZDT

Conduct SRAs
Support SDTs

Provide
national
perspective &
expertise

Advise on
autonomies

Provide
partnership
management
tools




Zone Governance Structure

School Design Team (SDT) Zone Design Team (ZDT) Zone Advisory Committee (ZAC)

(00 B ROl TN |V T o T (oY ML R (o) | [T -8 9-15 Core Members demonstrating the  5-9 Core Members demonstrating the
groups: following characteristics: following characteristics
Parents Academic Rigor Expertise in the themes
Teachers Innovation Practitioner Community connections
Administration Logistics/Operations Strategic guidance expertise
Classified Staff Equity Familiarity with education Issues
Students (HS) Theme Expertise Adept at reading the business
Community Members School Representation environment
Principal/Designee (Convener) Public Accountability Reflect the diversity of Aurora
Dr. Lisa Escarcega (Convener) Board

Superintendent Munn (Convener)
Stakeholders to Inform Stakeholders to Inform Stakeholders to Inform
Specific school communities Specific school communities Specific school communities
AR T RS E1EL T G LT TR JGEL AR APS stakeholders more broadly APS stakeholders more broadly
Community Based Organizations Community Based Organizations Community Based Organizations
Local government Local government Local government
Business community Business community Business community
Media Media Media
Roles and Responsibilities R&R R&R
Develop school design Pillars —commonalities Zone ambassadors
Prepare the innovation application Address People, Time, Money, Program  Delivering proposal to APS Board of
Seek and receive the advice and input Develop the Design Process (MIE heavy  Education
of the local school community lift) Framework of workforce outcomes
6 [TEE 1 L= elo) g [ [V TIATAE LIV 4, SRS o 1 Feedback to the design plans Be a panel review according to
purpose and performance parameters
Approve the “package”
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