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October 31, 2006

To the Board of Education and citizens of Jefferson County Public Schools:

The Comprehensive Annual Financial Report for the Jefferson County School District (the District) as of and for the fiscal year
ended June 30, 2006, is submitted herewith. Colorado Revised Statutes (CRS) 29-1-603 requires that local governments have an
annual audit of the financial statements. The audits are required to be conducted in accordance with generally accepted auditing
standards.

The responsibility for both the accuracy of the data and the completeness of the presentation, including all disclosures, rests with
the management of the District. The District’s comprehensive framework of internal controls provides assurance of the accuracy of
the reports. As the cost of internal controls should not outweigh the benefits, the outcome is to provide reasonable, rather than
absolute, assurance the financial statements are free of any material misstatements.

This report was prepared by Financial Services and to the best of our knowledge and belief, the enclosed data is accurate in all
material respects and is reported in a manner to present fairly the financial position and results of operations of the various funds of
the District. Readers of this report are encouraged to consider the information presented here in conjunction with additional
information presented in Management’s Discussion and Analysis found on pages 16-27 of this report. All disclosures necessary to
enable the reader to gain an understanding of the financial activities for the fiscal year ended June 30, 2006 have been included.

The report is comprised of four major categories:

Introductory section

This section contains this letter of transmittal, a list of the superintendent’s cabinet, the Government Finance Officers Association
certificate of excellence, and the District’s organizational chart.

Financial section

This section contains the Independent Auditors' Report, Management’s Discussion and Analysis, the Basic Financial Statements,
Notes to the Basic Financial Statements, and Supplemental Information, which includes financial statements by fund type. The
Basic Financial Statements, together with the Independent Auditors' Report, Management’s Discussion and Analysis and the Notes
to the Basic Financial Statements are designed to provide a financial overview; the Supplemental Information provides more
detailed financial information on a fund-by-fund basis.

Statistical section
This section includes selected financial and demographic information, generally presented on a multi-year basis.

Single audit section
This section is presented in conformity with the provisions of the Single Audit Act Amendments of 1996 and the U. S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.

The District’s background and services

The District was formed in 1950 when 39 independent districts were consolidated into a countywide district encompassing the
785 square miles of Jefferson County, Colorado. The District operates under an elected five member Board of Education.

The District provides a full range of educational programs and services authorized by Colorado State statute to approximately
84,500 students. District programs and services include basic K-12 education in elementary, middle, high schools, option schools,
special education, vocational education and numerous other programs. The District is a legally separate financial entity and is not
included in any other entity’s financial reports. There are eleven charter schools within the District that are legally separate entities.
The charter schools are funded based on the Colorado Department of Education stated per pupil revenue. This revenue is directly
allocated to each charter school. The charter schools are disclosed as component units of the District.

Our Mission: To provide a quality education thizt prepares all children for a successful future.




Local Economy

The Colorado economy continues to improve, in some areas, exceeding the national economy. Employment in Colorado is
estimated to increase 2.1 percent in 2006, equivalent to 46,600 new jobs. The national estimate of employment is for 1.4
percent increase in 2006. The 2006 unemployment rate is forecast to be 4.6 percent, down from 5.1 percent in 2005. The
national unemployment for 2006 is forecast to be 4.7 percent. Consumer prices in the Denver-Boulder-Greeley area are
forecast to rise 3.5 percent in 2006 and to be 3.2 percent in 2007. Net in-migration to Colorado will remain low at slightly
below 30,000 and total population growth estimated at 1.4 percent. Lower migration has resulted from slow downs in
employment growth. Growth in the number of new students enrolled in public schools between 2005 and 2010 is expected to
rise an average annual 1.5 percent. Certain counties such as Douglas, Weld, ElI Paso and Adams have experienced rapid
population growth whereas Jefferson County has lower growth and an aging community.

The District has been experiencing declining enrollment since the school year 2000/2001. This declining enrollment continues
to challenge the District to provide services and keep a balanced budget while building up necessary reserves. Funded pupil
count is projected to decline by approximately 701 students in fiscal 2006/2007 from the prior year. The decrease in
enrollment will result in a decrease in funding of approximately $4.3 million. Based on current county demographics,
declining enrollment will continue for the next four years. The student count is conducted on October 1 of each year. Per state
statute, the budget may be adjusted until October 15 of each year to take into account the October count.
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C— Enrollment —a— Funded Count —e—FTE Count (a)
Actual Projected
School Year 97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06 06/07 07/08 08/09 09/10
Enrollment 88,269 88,793 | 88,763 | 87,832 87,240 86,613 | 85,700 85,478 85,083 | 82,832 @ 82,650 | 82,200 81,500
FTECount(a) 84,609 & 85,141 | 85,206 84,287 | 83,660 82,981 82,134 81,688 | 80,969 | 80,181 79,757 | 79,323 = 78,648
Funded Count | 84,609 | 85,141 | 85,206 84,993 | 84,747 84,321 83,572 82,922 | 82,348 | 81,701 ' 81,107 | 80,516 ' 79,935
Change in Funded Count (650) (574) (648) | (594) | (591) | (580)

(@) In fiscal year 2003/2004, the calculation for averaging of funded students changed. Preschool pupils had been included in
the average in prior years. Beginning in 2003/2004, preschool pupils are not included in the FTE counts therefore lowering
the average for funded counts for future years.

Notes:
Total Enrollment — Total students receiving services.
FTE Count — Calculation of total students with kindergartner and part-time students counted as one-half pupil.
Funded Count — Calculation of the FTE count based upon the higher of actual FTE count or the averages of two, three or
four years.



On November 2, 2004, Jefferson County voters approved a mill levy override of $38.5 million and a bond (debt) increase of
$323.8 million. The District is using the mill levy increase to maintain high quality educational programs provided to each
child. This includes decreasing class sizes in grades one through six, restoring safety programs and developing programs to
meet new college requirements. The bond funds are being used to replace some older school buildings as well as complete
other much needed capital improvements.

In November 2005, Colorado voters approved Referendum C allowing the state to retain all revenue collected from FY
2005/2006 through FY 2009/2010 and eliminating the TABOR refunds requirement. The referendum allocated one-third of
anticipated revenue to be spent on K-12 education. Two areas that were specifically targeted were special education and the
Giardino capital construction settlement. The District will not receive any funding from the Giardino construction settlement
and minimal additional funding (approximately $200,000) for special education. It is not anticipated the District will receive
substantial funding in the future from Referendum C.

Major initiatives

Strategic plan

In 1998, Jeffco Schools adopted a strategic plan to define the mission of the District, support the Board of Education’s ends
policies, establish goals and objectives and provide measurable indicators. Each year, as part of the ongoing strategic planning
process, the Strategic Planning Advisory Council meets to advise the District on setting priorities, allocating district funds and
help with the strategic planning process. The Strategic Plan is designed to ensure that all members of the Jeffco team focus
their work and resources in support of the Strategic Plan and core mission of the District.

The mission of Jeffco Schools is: To provide a quality education that prepares all children for a successful future;

With two goals;
e All students will graduate with meaningful choices for their future as a result of the quality instruction and rigorous
curricula in Jeffco Schools.
e All employees will be efficient, welcoming, customer-oriented, and accountable for a high performing organization
to ensure that all students graduate with meaningful choices.

The strategic plan has twelve objectives aligned under the Board of Education’s adopted Ends Policies. All goals, objectives
and Ends Policies ultimately focus on the District’s mission.

Fiscal management and strategic policies
The District has adopted a conservative approach for long-range planning to improve the financial condition of the District.
The following are the key components of this plan:

e The budget cycle for each budget year will begin in the fall to ensure adequate time for input and any program
adjustments due to projected revenue increases or decreases.

e The District’s annual budget is projected for the next four years to enable long-range planning, identify and correct
possible issues and ensure fiscal responsibility.

e The District is continuing to support the internal audit department to provide site evaluations of accounting and internal
control processes.

e An independent citizen’s Financial Oversight Committee meets to review District financial management practices,
activities, make recommendations and report to the Board of Education.

e Quarterly financial reports are a Board of Education workshop agenda item. The Board reviews the quarterly reports with
the Financial Oversight Committee and the External Auditors. The reports are designed to meet the Colorado Revised
Statute 22-45-102 requirements.

o All District financial policies are reviewed annually.

e Monthly budget reports to provide trend data to ensure District spending is monitored and within appropriated levels.

Budget development process

For the FY 2006/2007 budget development, the District implemented a budget development process similar to the concepts
described in the book The Price of Government. The Budgeting for Results approach focuses on realignment of resources to
improve performance and results. The District had historically taken the prior year budget and cut a flat percentage to achieve
a current year balanced budget. The past process, over time, could eventually result in broken programs unable to function.
The Budgeting for Results approach encourages communication and leverage between organizational units within the entire
District and focuses attention on District goals such as student achievement.




Student achievement

The District’s focus on student achievement includes meeting the goals defined within three different accountability systems.
The State Accreditation system is administered by the Colorado Department of Education. The accreditation process is a
comprehensive system which reviews many performance indicators in schools, including academic achievement for all
students in all curriculum areas. The School Accountability Report (SAR) system is also administered by the Colorado
Department of Education. The SARs is a system of providing a single rating of schools based on student performance from the
Colorado Student Assessment Program (CSAP) test scores. Each school receives a rating of “Excellent”, “High”, “Average”,
“Low” or “Unsatisfactory”. The Federal Government mandated the No Child Left Behind (NCLB) act which requires states to
set student achievement target goals for all public schools, also known as Adequate Yearly Progress. The goal is for 100
percent student proficiency in reading and math by the year 2013/2014. Colorado utilizes CSAP math and reading scores and
participation to measure the progress of subgroups toward the targets.

Capital improvement program

The physical infrastructure is integral to the core mission of Jeffco Public Schools. The capital improvement program includes
funding cycles, planning, design, construction and operation of assets. This process extends over multiple years to multiple
decades and is measured in the context of long-term life-cycle management. The process of identifying, planning, designing,
and constructing a new school requires approximately six years. Once constructed, a facility has a serviceable life of at least 40
years. The chart below shows the original construction date by decade of the District’s schools (this does not include charter
schools).
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Bond and capital reserve proceeds and distribution

Since 1992, the District’s policy for capital improvement funding has been that all capital improvement projects with an
estimated useful life in excess of 20 years are financed through the use of general obligation bonds. Those projects include
construction of new facilities, additions to existing facilities, major renovations, replacement of heating/ventilating, electrical
and plumbing systems. All capital improvements with an estimated useful life of less than 20 years are financed from the
capital reserve fund. Projects in this category include improvement or replacement of roofs, floor coverings, parking lots, site
work and minor remodeling. This process was successfully used for the 1992-1997 capital improvement program. In
November 1997, voters approved a $265 million bond issue to construct and improve district facilities accounting for over
1,000 projects. At the end of 2002/2003 the bond proceeds were expended. With the successful passage of the voter-approved
bond election on November 2, 2004, Jeffco schools have finished its second year of the 2005-2010 capital construction
program. Cycle four of a total of 12 cycles began on July 1, 2006. The construction program is reviewed by the Capital
Improvement Oversight Committee. The Capital Improvement Program Oversight Committee is made up of independent
citizens with experience in the construction industry. The committee provides guidance and advice to the District and the
Board of Education on the management of the program.



Financial information

District management is responsible for establishing and maintaining internal controls designed to ensure the assets of the District are
protected from loss, theft, or misuse and to ensure that adequate accounting data is compiled to allow for the preparation of financial
statements in conformity with generally accepted accounting principles. The internal controls are designed to provide reasonable, but
not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of a control
should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by
management.

Single audit - As a recipient of federal and state financial assistance, the District also is responsible for ensuring that adequate
internal controls are in place to ensure compliance with applicable laws and regulations related to these programs. These
internal controls are subject to periodic evaluation by District management.

As a part of the District's single audit, tests are made to determine the adequacy of internal controls, including that portion related to
federal award programs, as well as to determine that the government has complied with applicable laws, regulations, contracts and
grants. The results of the District's single audit for the fiscal year ended June 30, 2006 provided no instances of material weaknesses
in internal controls or material violations of applicable laws, regulations, contracts and grants.

Budgeting controls - In addition, the District maintains numerous budgetary controls. The objective of these controls is to ensure
compliance with legal provisions embodied in the annual appropriated budget adopted by the Board of Education. Activities of all
funds are included in this report. The level of budgetary control (that is, the level at which expenditures cannot legally exceed the
appropriated amount) is established by fund.

The District also maintains an encumbrance accounting system as one technique of accomplishing budgetary control. Encumbered
amounts lapse at year end and are generally re-established in the following year as an obligation against that year's appropriated
budget. As demonstrated by the statements and schedules included in the financial section of this report, the District continues to
meet its responsibility for sound financial management. The management’s discussion and analysis found on pages 16-27 of this
document highlight financial information.

Accounting policies - Detailed descriptions of the District's accounting policies are contained in the Notes to the Basic Financial
Statements on pages 48-69, and they are an integral part of this report. These policies describe the basis of accounting, funds and
accounts used, valuation policies for inventories and investments and other significant accounting information.

Independent audit

Under provisions of Article 29-1-603, Colorado Revised Statutes, 1973, an independent public accounting firm must perform an
annual audit of the District’s accounts. The accounting firm of Clifton Gunderson LLP was appointed by the Board of Education to
perform the June 30, 2006 fiscal year audit. The independent auditors' report on the Basic Financial Statements is included in the
financial section of this report. The auditors' reports related specifically to the single audit are included in the Single Audit Section.

Recognition for financial reporting

The Government Finance Officers’ Association of the United States and Canada (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the Jefferson County School District, No. R-1, for its comprehensive annual financial report for
the fiscal year ended June 30, 2005. This was the twenty-third consecutive year the District has received this prestigious award. In
order to be awarded a Certificate of Achievement, the District published an easily readable and efficiently organized comprehensive
annual financial report. This report satisfied both generally accepted accounting principles and applicable legal requirements. A
Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive annual financial report
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine its
eligibility for another certificate.

Acknowledgment

We would like to thank Superintendent Cynthia Stevenson and the Board of Education for their interest and support in planning and
conducting the financial operations of the Jefferson County School District in a responsible and professional manner. We would also
like to express our appreciation to the District's independent auditors, Clifton Gunderson LLP, for the professional manner in which
they have accomplished the audit.

Respectfully submitted,
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Chief Financial Officer Director of Accounting

-5-



K?IEFFCO

PUBLIC SCHOOLS

Building Bright Futures



Certificate of
Achievement
for Excellence
in Financial
Reporting
Presented to

Jefferson County
School District No. R-1,

Colorado

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2005

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports {CAFRs) achieve the highest
standards in government accounting
and financial reporting.

Clntns bty

President

G+ G

Executive Director




\

PUBLIC SCHOOLS
Building Bright Futures
Board of Education
Superintendent
. School ]
Chief o ?r];]icn Management: Chief
Financial gfficer 9 4 Community Academic
Officer Superintendents Officer
Executive Executive Director, e
A ti DII’eCtor, Communications -Assessment
-Accounting -Construction Employee
Management . -Athletics
-Budget 9 Relations
Emol -Facilities -Department for
- mp;_oyee Management Learning and
Benefits Educational
-Facilities Planning Achievement
-Human and Design
Resources -Exceptional Student
-Food Services Services
-Payroll
purchasi -Information -Grants and
-Purchasing Technology Entitlement
. Programs
-Risk -Safety and
Management Security \
—

-Transportation

)

Principals, Schools and Communities




Superintendent's Cabinet

CYNENIA STEVENSON .....viieiecieesiecie ettt e e st e e teesaesneesbeenaesneesreeneeanaenneas Superintendent
HEIEBN INBAI ...ttt b e b e et e e ne et e e beebeereenbeenee e Manager
DebbIE BACKUS ....oviiiiiiiciiiee e Chief Academic Officer
[0 =l 1 | 1P OPRRR Chief Financial Officer
PAFICK HICKEY ...ttt te e enes Chief Operating Officer
LYNN SELZEE ..ottt et Executive Director — Communications
MAICIA ANKET ...ttt esre et e e e sneesteaneesnaenne s Community Superintendent
[[=] (T T 4T o TR Community Superintendent
Peg KaSTDEIG ..o s Community Superintendent
RICK MYIES ...t nre s Community Superintendent
o 00V LIS =t 0T ol o SRS President, JCAA



K?IEFFCO

PUBLIC SCHOOLS

Building Bright Futures

-10-



m Clifton
Gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor’s Report

The Board of Education
Jefferson County School District No. R-1
Jefferson County, Colorado

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of Jefferson County School District No. R-1 as of
and for the year ended June 30, 2006, which collectively comprise Jefferson County School
District No. R-1’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of Jefferson County School District No. R-1’s management.
Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of Jefferson County School District No. R-1 as of June 30, 2006, and the
respective changes in financial position and cash flows, where applicable, thereof and the
respective budgetary comparison for the General Fund for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 31, 2006 on our consideration of Jefferson County School District No. R-1’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

11
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The management’s discussion and analysis on pages 16 through 27 is not a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Jefferson County School District No. R-1s basic financial statements. The
combining and individual fund financial statements and schedules and the Colorado Department
of Education Auditor’s Electronic Financial Data Integrity Check Figures listed in the table of
contents arc presented for purposes of legal compliance and additional analysis and are not a
required part of the basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

The introductory section and statistical section listed in the table of contents have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

%WALA

Greenwood Village, Colorado
October 31, 2006
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Jefferson County School District, No. R-1
Management’s Discussion and Analysis
As of and for the fiscal year ended June 30, 2006
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Jefferson County School District, No. R-1
Management’s Discussion and Analysis
As of and for the fiscal year ended June 30, 2006

As management of the Jefferson County School District, No. R-1, Jefferson County, Colorado (the District), we offer readers
of the District’s Comprehensive Annual Financial Report this narrative and analysis of the financial activities of the primary
government for the fiscal year ended June 30, 2006. We encourage readers to consider the information presented here in
conjunction with additional information that can be found in the letter of transmittal on pages 1-5.

Financial highlights

e The government-wide current assets decreased $8 million over the prior year. Cash and investments had a net decrease of
$12.8 million. This net decrease is from the use of cash for the Building Fund — Capital Projects offset by the additional
source of cash from the mill levy override. The spend down of the proceeds from the bonds are planned to be complete in
2010. The mill levy override was used in part, to continue to build a higher reserve balance therefore strategically
stretching the voter approved revenues. Receivables had a net increase of $4 million from the prior year. The Grants Fund
receivables from federal and state sources increased $4 million from the prior year.

o Capital assets, net of depreciation increased $35 million. This increase is due to the capital projects being constructed from
the Building Fund — Capital Projects.

e Government-wide current liabilities increased $16.7 million over the prior year. Accounts payable increased $12 million
with the activity of the six year capital construction program in the Building Fund — Capital Projects. Increases also
occurred in accrued salaries and benefits and payroll withholding of $1.9 million.

e The District’s noncurrent liabilities in the government-wide statement decreased $39 million from the prior year. This
decrease is from principal payments and amortization of discounts and premiums in 2006.

e Government-wide net assets increased $49.7 million from year 2005. Capital Reserve Capital Projects fund net assets
increased $9 million. The reserve is being increased to complete the Capital Projects program as planned. The unrestricted
portion of net assets increased $39 million from the prior year, as planned with the strategic utilization of mill levy
override revenues.

e  Government-wide revenues increased $17 million over the prior year. Intergovernmental state equalization increased $7.2
million and interest earnings increased $3.4 million. Grant revenues from IDEA — Part B, Title | — Part A and Title I
contributed to the increase of $5.6 million from the prior year.

e Government-wide expenses increased $50 million from the prior year. Direct instruction costs increased $30.8 million due
to one new school opening, increases in salaries and benefits, increase grant expenditures and increased depreciation in
2006. Indirect expenses increased $5.6 million from a new school opening and increases in salary and benefits. Interest
expenses on debt service increased $5 million. Telecom increased for technology services an additional $700,000 and
utilities increased $2.5 million.

The District’s financial position remained positive during fiscal 2006 as reflected by Standard & Poor’s rating of AA- with a
stable outlook and Moody’s rating of Al.

Overview of the financial statements

Management’s Discussion and analysis is intended to serve as an introduction to the District’s basic financial statements.
Comparison to the prior year’s activity is provided in this document. The basic financial statements presented on pages 30-69
are comprised of three components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to the
basic financial statements. This report also contains other supplemental information in addition to the basic financial statements
themselves on pages 74-97.
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Government-wide financial statements

The government-wide financial statements are designed to provide the reader of the District’s Comprehensive Annual
Financial Report a broad overview of the financial activities in a manner similar to a private sector business. The government-
wide financial statements include the statement of net assets and the statement of activities. The statement of net assets presents
information about all of the District’s assets and liabilities. The difference between assets and liabilities is reported as net
assets. Over time changes in net assets may serve as a useful indicator whether the financial position of the District is
improving or deteriorating.

The statement of activities presents information showing how the net assets of the District changed during the current fiscal
year. Changes in net assets are recorded in the statement of activities when the underlying event occurs, regardless of the
timing of related cash flows. Thus, revenues and expenses are reported in this statement even though the resulting cash flow
may be recorded in a future period.

The government-wide financial statements consolidate governmental and internal service activities that are supported from
taxes and intergovernmental revenues and business-type activities that are intended to recover all or most of their costs from
user fees and charges. Governmental activities consolidate governmental funds including the general fund, debt service, capital
reserve capital projects fund, building fund capital projects and special revenue funds with internal services funds including the
employee benefits fund, the risk management fund and the technology fund. Business-type activities consolidate funds that
include the food service fund, the child care fund and property management fund.

The government-wide financial statements also include information on component units that are legally separate from the
District (known as the primary government). At the close of the current fiscal year, the District has included information for
two component units, the Jefferson County School Finance Corporation and Charter Schools.

The only activity of the District’s Finance Corporation is to act as a conduit for the transfer of funds relating to the issuance
and refunding of certificates of participation. The Corporation has no assets or liabilities at June 30, 2006, and therefore has no
financial impact on the District. Financial information for the Charter Schools is presented separately from the primary
government because the Charter Schools are considered discrete component units of the District.

The government-wide financial statements can be found on pages 30-31.
Fund financial statements

Fund financial statements are designed to demonstrate compliance with finance-related legal requirements. A fund is a
grouping of related accounts that is used to maintain control over resources that have been segregated for specific objectives.
Fund financial statements for the District include two of the three possible fund types. The fund types presented here are
governmental funds and proprietary funds. The District currently does not use fiduciary fund types.

Governmental funds account for essentially the same information reported in the governmental activities of the government-
wide financial statements. However, unlike the government-wide statements, the governmental fund financial statements focus
on near-term financial resources and fund balances. Such information may be useful in evaluating the financing requirements
in the near term.

Since the governmental funds and the governmental activities report information using the same functions, it is useful to
compare the information presented. Because the focus of each report differs, a reconciliation is provided on the fund financial
statements to assist the reader in comparing the near-term requirements with the long-term needs.

The District maintains six different governmental funds. The major funds are the general fund, the capital reserve capital
projects fund, the building fund capital projects and the bond redemption debt service fund. They are presented separately in
the fund financial statements with the remaining governmental funds combined into a single aggregated presentation labeled
other governmental funds. Individual fund information for the non-major funds is presented as other supplemental information
in this document.

The District adopts an annual appropriated budget for each of the governmental funds. A budgetary comparison schedule for
the general fund is included in the fund financial statements to demonstrate compliance with the adopted budget. The
remaining governmental funds budgetary comparisons are reported as other supplemental information.

The basic governmental fund financial statements can be found on pages 32-39.
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The District maintains two types of proprietary funds, enterprise funds and internal service funds. Enterprise funds are used to
present the same functions as the business-type activities presented in the government-wide financial statements. The fund
financial statements of the enterprise funds provide the same information as the government-wide financial statements only in
more detail. Internal service funds are used to accumulate and allocate costs internally among the governmental functions.

The enterprise funds (Food Service Fund, Child Care Fund, and Property Management Fund) are listed individually and are
considered to be major funds. Individual internal service fund information is presented as other supplemental information in
this document. The District’s internal service funds are the Central Services Fund, the Employee Benefits Fund, the Insurance
Reserve Fund, the Technology Fund, and the Utility Revolving Fund.

The basic proprietary fund financial statements are presented on pages 40-45.
Notes to the basic financial statements

The notes to the basic financial statements provide additional information that is essential to a full understanding of the data
provided in the basic financial statements. The notes can be found on pages 48-69 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also contains other supplemental information
concerning the District’s non-major governmental and internal service funds. Combining and individual fund statements and
schedules can be found on pages 74-87 of this report.

Government-wide financial analysis
Government-wide net assets

The assets of the District are classified as current assets and capital assets. Cash, investments, receivables, inventories and
prepaid expenditures are current assets. These assets are available to provide resources for the near-term operations of the
District. Cash and investments account for 93 percent of the current assets. Receivables are due in large part as a result of the
property tax collection process; the District receives almost 60 percent of the annual property tax assessment in May and June.

Capital assets are used in the operations of the District. These assets are land, construction in progress, buildings, equipment,
and vehicles. Capital assets are discussed in greater detail in the section titled, Capital Assets and Debt Administration,
elsewhere in this analysis.

Current and long-term liabilities are classified based on anticipated liquidation either in the near-term or in the future. Current
liabilities include accounts payable, accrued salaries and benefits, unearned revenue, interest payable, estimates for claims and
premiums, and current debt obligations. The liquidation of current liabilities is anticipated to be either from current available
resources, current assets or new resources that become available during fiscal 2007. Long-term liabilities such as long-term
debt obligations, early retirement benefits and compensated absences will be liquidated from resources that will become
available after fiscal 2007.

The assets of the primary government activities exceed liabilities by $486 million with an unrestricted net asset balance of $89
million.
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A net investment of $275 million in land, buildings, equipment, and vehicles, net of debt, to provide the services to the
District’s 84,500 public school students represents 57 percent of the District’s net assets. The capital projects net assets of $47
million are restricted for construction projects. Debt service net assets of $56 million have been accumulated due to voter
approved bonded debt mill levy assessments that have been restricted to provide resources to liquidate the current general
obligation bond principal and related interest payments. The legally required TABOR reserve has also been restricted.

The $62 million of accrued salaries as of June 30, 2006 includes $57 million of earned but unpaid salaries associated with
teacher contracts for the 2006 school year requiring resources from fiscal 2007 to liquidate.

Comparative Summary of Net Assets
As of June 30, 2005 and 2006

June 30, 2005 June 30, 2006
Governmental Business-type Governmental Business-type
Activities Activities Government Wide Activities Activities Government Wide
Assets:
Total current assets $ 537,550,657 $ 7,688,013 $ 545,238,670 $527,048,861 $ 10,443,889 $ 537,492,750
Capital assets:
Capital assets net of accumulated 738,470,286 2,887,640 741,357,926 773,521,665 2,610,619 776,132,284
depreciation
Total assets $1,276,020,943 $ 10,575,653 $1,286,596,596 $1,300,570,526 $ 13,054,508 $1,313,625,034
Liabilities:
Total current liabilities $ 149,866,243 $ 1,680,122 $ 151,546,365 $ 166,749,650 $ 1,515,583 $ 168,265,233
Total noncurrent liabilities 698,756,782 79,299 698,836,081 659,330,784 141,177 659,471,961
Total liabilities 848,623,025 1,759,421 850,382,446 826,080,434 1,656,760 827,737,194
Net assets:
Invested in capital net of related debt
270,489,848 2,887,640 273,377,488 272,131,267 2,610,619 274,741,886
Restricted for:
Capital projects 37,807,190 - 37,807,190 46,892,129 - 46,892,129
Debt service 57,407,112 - 57,407,112 56,153,394 - 56,153,394
TABOR 16,747,008 688,076 17,435,084 16,840,819 709,513 17,550,332
Unrestricted 44,946,760 5,240,516 50,187,276 82,472,483 8,077,616 90,550,099
Total net assets 427,397,918 8,816,232 436,214,150 474,490,092 11,397,748 485,887,840
Total liabilities and net assets $1,276,020,943 $ 10,575,653 $1,286,596,596 $1,300,570,526 $ 13,054,508 $1,313,625,034

Investments in capital assets net of related debt for the District’s governmental and business-type activities is computed as follows:

Comparative Schedule of Capital Assets Net of Related Debt

As of June 30
Fiscal Year 2005 Fiscal Year 2006
Governmental Business-type Governmental Business-type
Activities Activities Activities Activities

Capital assets, net of accumulated depreciation $ 738,470,286 $2,887,640 $ 773,521,665 $2,610,619

Less:  General obligation bonds 717,762,295 - 680,551,786 -

Certificates of participation 9,603,750 - 8,508,250 -

Capital leases 763,744 - 362,374 -

Add:  Unspent proceeds from 2004 bonds 260,149,351 ) 188,032,012 )
Invested in capital net of related debt $ 270,489,848 $ 2,887,640 $272,131,267 $2,610,619
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As of and for the fiscal year ended June 30, 2006

Government-wide activities increased the net assets of the District by $49.7 million during the year ended June 30, 2006.
Revenues increased $17 million from the prior year, $7.2 million in intergovernmental state equalization, $3.4 million in
interest earnings and $5.6 million in additional grant revenues.

Revenues
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Taxes:
Local property taxes
Specific ownership taxes
Intergovernmental state equalization
Earnings on investments
Total revenues

Expenses
Governmental activities:
Direct instruction
Indirect instruction
Transportation
Custodial services

Field services
Telecommunications, networking and

utilities

Support services

General administration
District-wide

Interest expense, unallocated
Food services

Child care

Property management

Total expenses

Increase (decrease) in net assets
before transfers

Transfers
Increase in net assets
Net assets, July 1
Net assets, June 30

Comparative Schedule of Changes in Net Assets
For the fiscal years ended June 30, 2005 and 2006

Fiscal Year 2005

Fiscal Year 2006

Governmental Business-type Government Governmental Business-type Government
Activities Activities Wide Activities Activities Wide
$ 43,139,868 $ 22,891,139 $ 66,031,007 $ 40,500,148 $ 23,482,265 $ 63,982,413
47,437,286 6,360,540 53,797,826 52,386,865 7,092,392 59,479,257
- 1,011,907 1,011,907 - 1,405,393 1,405,393
319,150,542 - 319,150,542 321,679,910 - 321,679,910
30,817,445 - 30,817,445 30,814,386 - 30,814,386
273,963,074 - 273,963,074 281,173,393 - 281,173,393
9,924,454 44,723 9,969,177 13,237,589 184,004 13,421,593
724,432,669 30,308,309 754,740,978 739,792,291 32,164,054 771,956,345
389,330,732 - 389,330,732 420,089,848 - 420,089,848
120,382,252 - 120,382,252 126,074,406 - 126,074,406
17,269,372 - 17,269,372 18,779,643 - 18,779,643
23,354,067 - 23,354,067 24,209,356 - 24,209,356
18,665,080 - 18,665,080 21,508,695 - 21,508,695
16,500,402 - 16,500,402 19,653,828 - 19,653,828
18,753,372 - 18,753,372 18,789,170 - 18,789,170
2,859,645 - 2,859,645 2,894,361 - 2,894,361
2,374,468 - 2,374,468 1,548,547 - 1,548,547
31,651,073 - 31,651,073 36,819,243 - 36,819,243
- 19,130,176 19,130,176 - 19,750,220 19,750,220
- 9,899,843 9,899,843 - 11,039,953 11,039,953
- 1,466,991 1,466,991 - 1,125,385 1,125,385
641,140,463 30,497,010 671,637,473 690,367,097 31,915,558 722,282,655
83,292,206 (188,701) 83,103,505 49,425,194 248,496 49,673,690
(1,733,944) 1,733,944 - (2,333,020) 2,333,020 -
81,558,262 1,545,243 83,103,505 47,092,174 2,581,516 49,673,690
345,839,656 7,270,989 353,110,645 427,397,918 8,816,232 436,214,150
$427,397,918 $ 8,816,232 $ 436,214,150 $474,490,092 $ 11,397,748 $ 485,887,840
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Analysis of Revenues
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Analysis of Expenditures
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Proprietary funds

Governmental activities — Internal Service Funds for the District provide greater detail of the same information presented in the

government — wide financial statements. Combining fund financial statements of the internal service funds can be found on

pages 82-87 of this report. Following are highlights of activity in the District’s internal service funds for fiscal year 2006.

e Central services ended the year with $370,475 in net income. Rate increases, reduction in copier volume and savings on
purchased paper contributed to the increase.

e The employee benefits fund increased net assets by $4,140,495. The additional transfer from the General Fund of
$3,000,000 to provide reserves to offset medical insurance utilization risk being the large portion of this increase.

e The insurance reserve fund increased net assets by $60,767. Lower insurance recoveries and higher claims costs resulted in
lower net income than the prior year.

e The technology fund increased net assets by $2,794,922, will be spent down in the next two years for technology
initiatives.

e The utility revolving fund closed at the end of 2006.

The District’s business-type activities increased net assets by $2,581,516. Key elements that highlight the activities in fiscal

year 2006 are as follows.

e The food services fund reported a change in net assets in the amount of $1,714,644, an increase from the prior year of
$757,084. The increase was due to several factors; meal counts increased, federal reimbursements increased and
efficiencies achieved through grab and go service that serves more children faster and uses less staff time.

e The child care fund reported an increase in net assets of $35,933. This is lower than the prior year net increase of
$240,365. The decrease is due to spending down reserves on kindergarten programs and closing programs.

e The property management fund increased net assets by $830,939. Salaries and benefits as well as depreciation were lower
than the prior year. Revenues increased $103,820 from building use.

Financial analysis of the District’s governmental funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with GAAP, the School Finance Act
and other related legal requirements.

The governmental funds of the District provide information on near — term inflows, outflows and balances of spendable
resources. Such information is useful in assessing the District’s financing requirements. Unreserved fund balance, in particular,
measures the District’s net resources available for spending at the end of the fiscal year.

Unreserved fund balance for the District at the end of the fiscal year includes a combination of the unreserved balance for the
general fund of $50,631,896 and an unreserved fund balance of $6,730,727 for other governmental funds.

The general fund is the primary operating fund of the District with the majority of funding based on School Finance Act per
pupil revenue. Student enrollment decreased by 395 students during the fiscal year. This reduction amounts to approximately
$2.3 million in decreases from the state’s School Finance Act funding. The immediate effect of this decrease is softened by the
four-year average calculation used by the Colorado Department of Education.

The bond redemption debt service fund has adequate resources accumulated to make the December 2006 principal and interest
payments. The mill levy to accumulate resources for the June 2007 principal and interest payments will be certified in
December 2006. In compliance with Senate Bill 237 the District has contracted with a third party custodian to administer bond
principal and interest payments.

The capital reserve capital projects fund has begun building reserves that will be used in the latter part of the 2005-2010 capital
improvement program. The building fund capital projects fund was started in fiscal year 2005 with the issuance of the 2004
general obligation bond proceeds. This fund will be used to account for resources from the 2004 voter approved bond for the
capital improvement program.
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General fund budgetary highlights

The final budget of the general fund increased the anticipated excess of revenues over expenditures by $8.3 million in
comparison to the original budget. The major adjustments to the budget are as follows:
e Increase to property taxes of $749,000.
e Increase to state equalization of $7.3 million due to higher pupil counts than anticipated.
e Increase in education of handicapped state revenue of $213,100. This is additional revenue received from Referendum
C passing in the fall of 2005.

The unreserved fund balance for the general fund at the end of the fiscal year is $50,631,896. For budgetary purposes,
however, the current available resources for the general fund can be computed as follows:

Fund balance-GAAP basis $ 72,096,438
Add: Effect of salaries earned but unpaid 56,664,191
Total fund balance (Budgetary basis) $128,760,629
Less reserved for: TABOR 15,941,062
Board of education contingency 11,409,178
School carry forward 9,250,000
Additional 2% reserve 3,300,000
Maintenance operations 4,000,000
School operations 6,000,000
Unreserved fund balance (Budgetary basis) $ 78,860,389

As a measure of the general fund’s liquidity, it may be useful to compare both unreserved fund balance (budgetary basis) and
total fund balance (budgetary basis) to total fund expenditures. Actual budget basis expenditures of the general fund including
other financing uses - transfers out amounted to $570,494,672. Unreserved fund balance (budgetary basis) represents 14
percent of expenditures while total fund balance (budgetary basis) represents 23 percent of budget based expenditures. This is a
percentage increase from the prior year of 5 percent for each.

Capital assets and debt administration

The District’s investment in capital assets for its governmental and business-type activities as of June 30, 2006 increased to
$776,132,284 (net of accumulated depreciation). Capital assets include land, buildings, construction in progress, vehicles, and
equipment.

Major capital events during the year include the following:

e  Additions to construction in progress of $86,308,661 which include: replacement of Dunstan Middle School, the new Al Meiklejohn
Elementary school, and a major addition to Lakewood High school.

e  Depreciation of $57,017,193 for governmental activities and $479,598 for business-type activities.

Fiscal Year 2005 Fiscal Year 2006
Governmental Business-type Governmental Business-type
Activities Activities Activities Activities

Non-depreciable assets: -

Land $ 42,291,174 - $ 43,633,359 -

Construction in progress 57,905,680 - 110,817,232 -

Total non-depreciable assets 100,196,854 - 154,450,591 -

Depreciable assets:

Buildings and site improvements 597,698,544 - 581,703,984 -
Equipment and vehicles 40,574,888 $ 2,887,640 37,367,090 $2,610,619
Total depreciable assets 638,273,432 2,887,640 619,071,074 2,610,619
Total assets: $ 738,470,286 $ 2,887,640 $ 773,521,665 $2,610,619

Additional information on the District’s capital assets can be found in note 7on pages 58-60 of this report.

At June 30, 2006, the District had total bonded debt outstanding of $664,553,474 backed by the full faith and credit of the
District. Additionally, the District has long-term debt obligations for capital leases and certificates of participation in the
amount of $9,062,374 for governmental activities still outstanding at the end of the current fiscal year.
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Jefferson County Public Schools
General Obligation Bonds, Capital Leases and Certificates of Participation

Fiscal Year 2005 Fiscal Year 2006
Governmental Business-type Governmental Business-type
Activities Activities Totals Activities Activities Totals

General obligation bonds $ 700,940,289 - $700,940,289  $ 664,553,474 - $ 664,553,474
Certificates of participation 9,825,000 - 9,825,000 8,700,000 - 8,700,000
Capital leases 763,744 - 763,744 362,374 - 362,374
Total outstanding long-term

debt $ 711,529,033 - $711,529,033 $673,615,848 - $ 673,615,848

The reduction in total outstanding long-term debt is due to retirements from annual principal payments.
The District maintains an “A1” rating from Moody’s and an “AA- stable” with Standard & Poor’s for general obligation debt.

State statutes limit the amount of general obligation debt that the District may issue. At the end of the current fiscal year, the
legal debt limit was $1,324,813,065 and the legal debt margin was $717,883,323.

Additional information on the District’s long—term obligations can be found in notes 10 and 11 on pages 62-65.

General budgetary highlights and economic factors

For the 2006-2007 budget, the Board of Education established parameters to be met by the budget process. They determined
that the budget would:
e Balance with available resources including revenues and reserves exceeding expenditures.

e Communicate any planned spend down of reserves.

o ldentify evidenced —based results that increase student achievement.

e Comply with all state, federal, and local statutes and regulations.

e  Support necessary capital improvements and maintain existing capital investments.

e Comply with relevant Executive Limitations.

e Be aware of public perception and expectations.

o ldentify major resource reallocations.

o Identify all changes from the current year’s budget.

o Help meet performance and financial objectives.

e Consider reserve balances at the fund level and set appropriations to ensure positive reserves.
e Include adequate funding for internal controls and management of District assets.

e Ensure long-term financial impacts are considered when adding, modifying or eliminating District programs.

Several factors impact the Districts Adopted Budget and are considered when making budget assumptions; student funded
counts declined by 564 FTE’s, salary and benefit costs increased and fuel and utility costs increased in fiscal year 2006.
Revenue increases for 2006/2007 of $9.3 million include assumptions for state funding and continued declining student
enrollment. Expenditure increases of $30.3 million include assumptions for salaries and benefits, energy costs, and continued
declining student enrollment. The $21 million overage of expenditures will be used as planned from the mill levy dollars
received.

The budget cycle begins in July and ends in June with the Board adopting the budget. The cycle includes review of all program
and department budgets to help establish the budget assumptions. Economic conditions are factored in with the demographic
changes for the District. Budget workgroups that involve the community provide significant and valuable input to the process.
An in depth perspective of the budget process is available in the adopted budget.
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Requests for information

This financial report is designed to provide a general overview of the District’s finances for all those with an interest in the
District. Questions concerning any of the information provided in this report or requests for additional information should be

addressed to:

Kathleen Askelson, Director of Accounting
Jefferson County School District, No. R-1
1829 Denver West Drive, Building 27
Golden, Colorado 80401
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Statement of Net Assets
June 30, 2006
Primary Government Component Units
Governmental Business-type Charter
Activities Activities Total Schools
Assets
Current assets:
Cash $ 20,950,407 % 11,709 $ 20,962,116  $ 51,392
Restricted cash 259,259 - 259,259 4,888,508
Restricted cash TABOR - - - 944,887
Cash held by county treasurer 4,436,453 - 4,436,453 -
Equity in pooled cash and temporary
investments 179,734,118 8,391,698 188,125,816 4,406,770
Investments 283,298,156 - 283,298,156 -
Property taxes receivable 12,679,675 - 12,679,675 -
Accounts receivable 1,576,519 175,542 1,752,061 22,152
Intergovernmental receivable 8,437,439 867,265 9,304,704 -
Due from component units 51,581 - 51,581 -
Inventories 1,757,001 947,624 2,704,625 -
Prepaid expenses 13,868,253 50,051 13,918,304 1,566
Total current assets 527,048,861 10,443,889 537,492,750 10,315,275
Capital assets:
Land and construction in progress 154,450,591 - 154,450,591 8,496,607
Depreciable assets 1,130,311,814 9,558,206 1,139,870,020 24,175,185
Accumulated depreciation (511,240,740) (6,947,587) (518,188,327) (3,185,063)
Capital assets, net of depreciation 773,521,665 2,610,619 776,132,284 29,486,729
Total assets 3$ 1,300,570,526 $ 13,054,508  $  1,313,625,034 $ 39,802,004
Liabilities
Current liabilities:
Accounts payable $ 24307381 $ 109,803 $ 24,417,184  $ 442,471
Accrued salaries and benefits 61,373,267 822,574 62,195,841 1,144,859
Payroll withholding 15,419,828 - 15,419,828 -
Due to primary government - - - 51,581
Unearned revenue 10,302,094 583,206 10,885,300 233,990
Liability claims/premiums 13,887,428 - 13,887,428 -
Interest payable 1,473,303 - 1,473,303 361,111
General obligation bonds 38,635,505 - 38,635,505 -
Certificates of participation 1,145,000 - 1,145,000 -
Capital leases 205,844 - 205,844 835,805
Total current liabilities 166,749,650 1,515,583 168,265,233 3,069,817
Noncurrent liabilities:
General obligation bonds 641,916,281 - 641,916,281 -
Certificates of participation 7,363,250 - 7,363,250 -
Early retirement 7,000,000 - 7,000,000 -
Capital leases 156,530 - 156,530 36,100,920
Compensated absences 2,894,723 141,177 3,035,900 -
Total noncurrent liabilities 659,330,784 141,177 659,471,961 36,100,920
Total liabilities 826,080,434 1,656,760 827,737,194 39,170,737
Net assets
Invested in capital assets, net of related debt 272,131,267 2,610,619 274,741,886 (6,594,839)
Restricted for:
Capital projects 46,892,129 - 46,892,129 312,661
Debt service 56,153,394 - 56,153,394 4,656,895
TABOR 16,840,819 709,513 17,550,332 944,887
Unrestricted 82,472,483 8,077,616 90,550,099 1,311,663
Total net assets 474,490,092 11,397,748 485,887,840 631,267
Total liabilities and net assets $  1,300,570,526  $ 13,054,508 $  1,313,625,034 $ 39,802,004

The notes to the financial statements are an integral part of this statement.
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Balance Sheet
Governmental Funds

June 30, 2006
Bond
Redemption
Debt
General Service
Assets
Cash $ 3,525 -
Restricted Cash - -
Cash held by county treasurer 4,015,172 % 421,281
Equity in pooled cash and temporary investments 125,497,193 -
Investments - 56,039,529
Property taxes receivable, net of allowance for doubtful
collections of $6,498,606 9,770,834 2,908,841
Accounts, notes, contracts, and interest receivable 1,418,160 -
Intergovernmental receivables - -
Due from other funds 4,604,045 -
Due from component units 51,581 -
Inventories 1,252,449 -
Prepaid items 145,155 -
Total assets $ 146,758,114 $ 59,369,651
Liabilities and Fund Balances (Deficit)
Liabilities:
Accounts and retainages payable $ 3,474,994 -
Accrued salaries, benefits, and compensated absences 56,664,191 -
Due to other funds - 1,550
Unearned property tax revenues 5,867,700 1,744,369
Other unearned revenues 8,654,791 -
Total liabilities 74,661,676 1,745,919
Fund balances:
Reserved for:
TABOR 15,941,062 -
Grants - -
Inventory 1,252,449 -
Prepaid items 145,155 -
Debt service - 57,623,732
Construction - -
Unreserved, designated for, reported in:
Encumbrances 4,125,876 -
Special revenue funds - -
Unreserved, undesignated reported in:
General fund 50,631,896 -
Total fund balances 72,096,438 57,623,732
Total liabilities and fund balances $ 146,758,114 $ 59,369,651

The notes to the financial statements are an integral part of this statement.
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Capital Building
Reserve Fund Other Total
Capital Capital Governmental Governmental
Projects Projects Funds Funds
$ 185,257  $ 20,661,972 $ 99,353 20,950,107
176,151 83,108 - 259,259
- - - 4,436,453
6,476,723 - 9,250,015 141,223,931
40,760,385 186,484,213 - 283,284,127
- - - 12,679,675
82,274 17,079 42,526 1,560,039
- - 8,437,439 8,437,439
983,341 - - 5,587,386
- - - 51,581
- - 377,376 1,629,825
- - - 145,155
$ 48,604,131 § 207,246,372 $ 18,206,709 $ 480,244,977
$ 1,607,936 $§  18231,019 $ 460,445 23,774,394
57,938 - 2,214,708 58,936,837
- 983,341 3,329,400 4,314,291
- - - 7,612,069
- - 586,816 9,241,607
1,665,874 19,214,360 6,591,369 103,879,198
106,131 - 726,048 16,773,241
- - 2,714,437 2,714,437
- - 377,376 1,629,825
- - - 145,155
- - - 57,623,732
46,892,126 188,032,012 - 234,924,138
- - 1,066,752 5,192,628
- - 6,730,727 6,730,727
- - - 50,631,896
46,998,257 188,032,012 11,615,340 376,365,779
$ 48,604,131 $ 207246372 $ 18,206,709 $ 480,244977
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Reconciliation of governmental funds balance sheet to statement of net assets
June 30, 2006

Governmental funds total fund balances $ 376,365,779
Add:

Unearned property tax revenue: Revenues that do not provide current financial

resources are unearned on the governmental fund financial statements but

recognized on the government-wide financial statements. 7,612,069

Capital assets used in governmental funds are not considered current financial
resources and, therefore, not reported in the governmental funds. 1,263,658,397

Net pension assets are not considered current financial resources, therefore, not
reported in the governmental funds. The net pension asset is recorded in the
current asset section on the prepaid expense line. 12,248,581

Internal service funds are used by management to charge costs of various

activities to the general and other funds. The net assets of the internal service

funds are included in the governmental activities statement of net assets. 15,883,298
Less:

Accumulated depreciation is not recognized in the governmental funds because

capital assets are expensed at the time of acquisition. Internal service funds

include depreciation. 501,305,670

Long-term liabilities for general obligation debt, net of discounts and premiums

($680,551,780), certificates of participation net of discounts and premiums

($8,508,250), early retirement estimate ($7,000,000), and compensated absences

($2,441,991) are not due and payable in the current period and, therefore, not

reported in the funds. 698,502,027

Interest payable on certificates of participation and general obligation debt is not

recorded on the fund statements because it is not a current use of cash. Interest

is accrued on the government-wide statements since the liability is to be paid in

the near term. 1,470,331

Governmental activities net assets $ 474,490,096

The notes to the financial statements are an integral part of this statement.
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Statement of Revenues, Expenditures and Changes
in Fund Balances - Governmental Funds
Fiscal Year Ended June 30, 2006

Revenues:
Taxes
Intergovernmental
Investment income
Other
Total revenues

Expenditures:
Current:
Direct instruction
Indirect instruction
Transportation
Custodial services
Field services
Telecommunications, networking and utilities
Support services
General administration
Districtwide
Capital outlay
Debt Service:
Principal retirements
Interest and fiscal charges
Total expenditures

Excess (deficiency) of revenues over (under) expenditures
Other Financing Sources (Uses):
Transfers out

Transfers in
Total other financing sources (uses)

Net change in fund balances

Fund balances - July 1, 2005
Fund balances - June 30, 2006

Bond Capital
Redemption Reserve
Debt Capital
General Service Projects
$ 278,399,529 $ 73,633,314 -
301,648,167 - -
3,755,042 - 1,417,543
17,155,370 - 2,120,170
600,958,108 73,633,314 3,537,713
352,328,434 - -
88,030,687 - -
18,502,815 - -
23,956,510 - -
17,608,414 - -
19,606,348 - -
17,482,207 - -
2,716,752 - -
662,017 - -
- - 11,774,087
- 36,810,000 1,125,000
- 36,606,694 283,829
540,894,184 73,416,694 13,182,916
60,063,924 216,620 (9,645,203)
(30,898,320) - -
- - 18,708,000
(30,898,320) - 18,708,000
29,165,604 216,620 9,062,797
42,930,834 57,407,112 37,935,460
72,096,438 $ 57,623,732 46,998,257

The notes to the financial statements are an integral part of this statement.
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Building

Fund Other Total
Capital Governmental Governmental
Projects Funds Funds

- $ 352,032,843

31,912,090 333,560,257

$ 8,049,107 15,898 13,237,590
- 27,160,528 46,436,068

8,049,107 59,088,516 745,266,758

- 25,433,672 377,762,106

- 32,428,854 120,459,541

- - 18,502,815

- - 23,956,510

- - 17,608,414

- - 19,606,348

- - 17,482,207

- - 2,716,752

- - 662,017
80,166,445 - 91,940,532
- - 37,935,000

- - 36,890,523

80,166,445 57,862,526 765,522,765
(72,117,338) 1,225,990 (20,256,007)
- - (30,898,320)

- - 18,708,000
- - (12,190,320)
(72,117,338) 1,225,990 (32,446,327)
260,149,350 10,389,350 408,812,106
$ 188,032,012 $§ 11,615340 $ 376,365,779
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Reconciliation of Revenues, Expenditures and Changes in Fund Balances (Deficit) of Governmental Funds to the
Statement of Activities
Fiscal year ended June 30, 2006

Governmental funds changes in fund balances $ (32,446,327)
Add:

Unearned property tax revenue: Revenues that do not provide current financial

resources are unearned on the governmental fund financial statements but

recognized on the government-wide financial statements. 7,612,069

Principal retirements (net of amortization of discounts): Retirements of principal

outstanding on the District's debt result in a reduction of accumulated resources

on the fund financial statements. The government-wide statements show these

reductions against the long-term liabilities. 38,300,009

Reverse the prior year interest payable accrued to offset current year
expenditures. 1,552,969

Internal service funds are used by management to charge costs of various
activities to the general and other funds. The net income of the internal service
funds are included in the statement of activities. 7,228,656

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

statement of activities the cost of those assets is allocated over their estimated

useful lives and reported as depreciation expense. This is the amount by which

capital outlay (governmental additions less construction in progress transfers

$88,677,884) exceeded depreciation (governmental additions $54,111,842) in

the current period. 34,566,042

Additional amount of long term compensated absences accrued for the current
year. 42,179

Governmental funds report pension funding in excess of the annual required
contribution as expenditures. However, in the statement of activities the cost of
pension funding in excess of the annual required contribution should be reported

as an asset. 417,964
Less:

Loss on disposals: The net effect of transactions involving these capital assets is

to reduce net assets. 1,066,438

Unearned property taxes of the prior year: Property taxes unearned in the prior
year and received in the current year are recognized in the prior year net assets
on the statement of activities. 7,150,618

Interest payable on certificates of participation and general obligation debt is not
recorded on the fund statements because it is not a current use of cash. Interest is
accrued on the government-wide statements since the liability is to be paid in the

near term. 1,470,331
Increase in the early retirement long term liability 500,000
Governmental activities change in net assets $ 47,092,174

The notes to the financial statements are an integral part of this statement.
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual (Budget Basis)
General Fund
Fiscal Year Ended June 30, 2006
Variance with
Final Budget
Budgeted Amounts Actual Positive
Original Final Budget Basis (Negative)
Revenues:
Taxes:
Property taxes $ 247,519,000 $ 248,268,000 $ 247,585,143 $ (682,857)
Automotive ownership taxes 31,000,000 31,000,000 30,814,386 (185,614)
Total Taxes 278,519,000 279,268,000 278,399,529 (868,471)
State of Colorado: ;
State equalization 274,013,900 281,325,900 281,173,393 (152,507) '
Education of handicapped 11,600,000 11,813,100 12,085,660 272,560 ‘
Transportation 4,500,000 4,500,000 4,234,626 (265,374)
Vocational education 4,300,000 4,300,000 3,942,913 (357,087
Other 250,000 250,000 211,575 (38,425)
Total State of Colorado 294,663,900 302,189,000 301,648,167 (540,833)
Investment income 850,000 850,000 3,755,042 2,905,042
Other 17,444,500 17,444,500 17,155,370 (289,130)
Total revenues 591,477,400 599,751,500 600,958,108 1,206,608
Expenditures:
Current:
Direct instruction 363,347,282 355,945,519 350,719,118 5,226,401
Indirect instruction 89,172,069 89,722,842 88,287,398 1,435,444
Transportation 18,913,228 19,546,697 18,591,264 955,433
Custodial services 24,411,427 24,495,146 23,955,962 539,184
Field services and property management 19,012,052 19,188,230 17,609,668 1,578,562
Telecommunications, network and utilities 18,913,000 21,296,500 19,606,348 1,690,152
Support services 17,499,998 17,777,382 17,450,026 327,356
General administration 2,904,731 2,936,074 2,718,747 217,327
District-wide 1,015,602 1,015,800 657,821 357,979
Total expenditures 555,189,389 551,924,190 539,596,352 12,327,838
Excess of revenues over expenditures 36,288,011 47,827,310 61,361,756 13,534,446
Other financing sources (uses) -
Transfers out (27,633,300) (30,898,500) (30,898,320) 180
Excess (deficiency) of revenues over
expenditures and other financing sources (uses) $ 8,654,711 $§ 16,928,810 30,463,436  $ 13,534,626
Salaries, benefits, and compensated absences
earned but unpaid: July 1, 2005 55,366,359
June 30, 2006 (56,664,191)
Fund balance - July 1, 2005 42,930,834
Fund balance - June 30, 2006 $ 72,096,438

The notes to the financial statements are an integral part of this statement.
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Statement of Net Assets
Proprietary Funds
June 30, 2006
Business-Type Activities
Enterprise Funds
Food Child
Assets Services Care
Fund Fund
Current assets:
Cash $ 9,001 $ 2,708
Equity in pooled cash and temporary investments 3,549,748 2,586,470
Investments - -
Accounts and other receivable 21,020 14,893
Intergovernmental receivables 867,265 -
Inventories 947,624 -
Prepaid items 50,051 -
Total current assets 5,444,709 2,604,071
Noncurrent assets:
Capital assets:
Vehicles and equipment 5,958,383 622,633
Less accumulated depreciation (3,966,557) (528,595)
Total capital assets, net of accumulated depreciation 1,991,826 94,038
Total assets S 7,436,535 $ 2,698,109
Liabilities and Net Assets
Current liabilities:
Accounts payable $ 70,862 $ 38,941
Accrued salaries, benefits, and compensated absences 592,591 228,898

Payroll withholding - -
Interest Payable - -
Due to other funds - -
Other unearned revenues 278,789 304,417
Current capital lease obligations - -
Estimated liability for premiums and claims - -

Total current liabilities 942,242 572,256
Non-current liabilities:
Compensated absences 71,189 67,819
Long-term capital lease obligations - -
Total noncurrent liabilities 71,189 67,819
Total liabilities 1,013,431 640,075
Net assets:
Invested in capital assets, net of related debt 1,991,826 94,038
Restricted for:
TABOR 388,795 262,028
Unrestricted 4,042,483 1,701,968
Total net assets 6,423,104 2,058,034
Total liabilities and net assets $ 7,436,535 $ 2,698,109

The notes to the financial statements are an integral part of this statement.
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Business-Type Activities

Enterprise Funds Governmental
Property Activities -
Management Internal Service
Fund Totals Funds
- 3 11,709 § 300
2,255,480 8,391,698 38,510,187
- - 14,029
139,629 175,542 16,480
- 867,265 -
- 947,624 127,176
- 50,051 1,474,517
2,395,109 10,443,889 40,142,689
2,977,190 9,558,206 21,104,009
(2,452,435) (6,947,587) (9,935,070)
524,755 2,610,619 11,168,939
2919864 $ 13,054,508 $ 51,311,628
- $ 109,803 $ 532,987
1,085 822,574 2,436,430
- - 15,419,828
- - 2,972
- - 1,273,095
- 583,206 1,060,484
- - 205,844
- - 13,887,428
1,085 1,515,583 34,819,068
2,169 141,177 452,732
- - 156,530
2,169 141,177 609,262
3,254 1,656,760 35,428,330
524,755 2,610,619 10,806,565
58,690 709,513 67,578
2,333,165 8,077,616 5,009,155
2,916,610 11,397,748 15,883,298
2919864 $ 13,054,508 % 51,311,628
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
Fiscal Year Ended June 30, 2006

Business-Type Activities

Enterprise Funds
Food Child
Services Care
Fund Fund
Operating Revenues:
Food sales $ 12,630,088 -
Insurance premiums - -
Service contracts 276,351 § 1,317,485
Tuition - 7,352,030
Total operating revenues 12,906,439 8,669,515
Operating Expenses:
Purchased food 7,417,218 -
USDA commodities 1,177,801 -
Salaries and employee benefits 8,860,999 8,534,798
Administration services 569,372 994,396
Utilities 254,794 11,185
Supplies 922,475 602,634
Repairs and maintenance 26,656 1,056
Rent - 842,984
Depreciation 299,169 41,255
Other 214,493 3,048
Claim losses - -
Premiums paid - -
Total operating expenses 19,742,977 11,031,356
Income (loss) from operations (6,836,538) (2,361,841)
Non-operating revenues (expenses):
USDA commodities 1,405,393 -
Reimbursement from government sponsored programs 7,092,392 -
Investment income 60,640 73,351
Interest expense - -
Gain (loss) on sale of fixed assets (7,243) (8,597)
Total non-operating revenues (expenses) 8,551,182 64,754
Income (loss) before transfers 1,714,644 (2,297,087)
Capital Contributions - -
Transfers in from other funds - 2,333,020
Change in net assets 1,714,644 35,933
Total net assets - July 1, 2005 4,708,460 2,022,101
Total net assets - June 30, 2006 $ 6,423,104 $ 2,058,034

The notes to the financial statements are an integral part of this statement.
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Business-Type Activities Governmental
Enterprise Funds Activities -
Property Internal
Management Service
Fund Totals Funds
- § 12,630,088 -
- - $ 59,936,474
$ 1,906,311 3,500,147 17,365,404
- 7,352,030 -
1,906,311 23,482,265 77,301,878
- 7417218 -
- 1,177,801 -
736,783 18,132,580 9,049,045
65,786 1,629,554 3,135,705
175,215 441,194 57,289
- 1,525,109 1,318,030
- 27,712 1,585,848
- 842,984 10,800
139,174 479,598 2,905,351
8,427 225,968 16,421
- - 9,823,492
- - 52,896,824
1,125,385 31,899,718 80,798,805
780,926 (8,417,453) (3,496,927)
- 1,405,393 -
- 7,092,392 -
50,013 184,004 451,614
- - (39,784)
- (15,840) (170,311)
50,013 8,605,949 241,519
830,939 248,496 (3,255,408)
- - 626,704
- 2,333,020 9,857,300
830,939 2,581,516 7,228,656
2,085,671 8,816,232 8,654,642
$ 2,916,610 $ 11,397,748 $ 15,883,298
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JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1
Statement of Cash Flows
Proprietary Funds |
Fiscal Year Ended June 30, 2006
Business-Type Activities %
Enterprise Funds
Food Child
Services Care
Fund Fund f
Cash flows from operating activities:
Receipts from customers $ 12,666,761 § 8,088,527
Payments to employees (8,816,201) (8,444,735)
Payments to vendors (10,440,863) (2,444,547
Net cash provided by (used for) operating activities (6,590,303) (2,200,755)
Cash flows from noncapital financing activities:
Transfers received - 2,333,020
Federal reimbursements 8,497,785 -
Net cash provided by noncapital financing activities 8,497,785 2,333,020
Cash flows from capital and related financing activities:
Purchase of capital assets (151,605) -
Capital contributions - -
Principal payments - -
Interest payments - -
Net cash used for capital and related
financing activities (151,605) -
Cash flows from investing activities:
Interest received 60,640 73,351
Sale of investments - -
Net cash provided by (used for) noncapital financing activities 60,640 73,351
Net increase(decrease) in cash and cash equivalents 1,816,517 205,616
Cash and cash equivalents - July 1, 2005 1,742,232 2,383,562
Cash and cash equivalents - June 30, 2006 $ 3,558,749 $ 2,589,178
Reconciliation of cash flows from operating activities:
Operating Income (Loss) $ (6,836,538) $ (2,361,841)
Adjustments to reconcile operating income (loss) to net cash
provided by (used for) operating activities:
Depreciation 299,169 41,255
(Increase) decrease intergovernmental and other receivables (34,665) (10,447)
Decrease in prepaid items (8,685) -
Decrease in USDA commodities inventories 8,069 -
(Increase) in purchased food and supplies inventories 212,616 -
(Increase) decrease in other inventories - -
Increase (decrease) in accounts payable (70,054) 10,756
Increase (decrease) in accrued salaries, benefits,
and compensated absences 44,798 90,063

Increase in payroll withholding - -
Increase (decrease) in due to other funds - -
Increase (decrease) in unearned revenues (205,013) 29,459
Increase in estimated liability for

premiums and claims

Net cash provided by (used for) operating activities $ (6,590,303) $ (2,200,755)
Noncash investing, capital, and financing activities:

Donated commodities acquired and used from USDA $ 1,177,801 -

Disposal and write off of capital assets 7,243 $ 8,597

The notes to the financial statements are an integral part of this statement.
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Business-Type Activities Governmental
Enterprise Funds Activities -
Property Internal
Management Service
Fund Totals Funds
1,875,518 23,230,806 $ 77,347,446
(739,455) (18,000,391) (8,973,117)
(249,427) (13,134,837) (68,019,979)
886,636 (7,904,422) 354,350
- 2,333,020 9,857,300
- 8,497,785 -
- 10,830,805 9,857,300
(66,811) (218,416) (4,627,436)
- - 626,764
- - (401,370)
- - (77,229)
(66,811) (218,416) (4,479,271)
50,013 184,004 451,614
50,013 184,004 451,614
869,838 2,891,971 6,183,993
1,385,642 5,511,436 32,340,523
2,255,480 8,403,407 § 38,524,516
780,926 (8,417,453) $ (3,496,927)
139,174 479,598 2,905,351
(30,792) (75,904) (10,223)
- (8,685) 82,553
- 8,069 -
- 212,616 -
- - 11,866
- (59,298) (225,067)
(2,672) 132,189 (705,344)
- - 981,714
- - (847,878)
- (175,554) 55,790
- - 1,602,515
880,636 §$ (7,904,422) $ 354,350
- 1,177,801 -
- 15,840 $ 170,311

_45 -




@IEFFCO

PUBLIC SCHOOLS

Building Bright Futures

- 46 -




Notes to Basic Financial Statements

47 -




JEFFERSON COUNTY SCHOOL DISTRICT, NO. R-1

Notes to Basic Financial Statements

June 30, 2006

1. Summary of significant accounting policies

The Jefferson County School District, No. R-1 (the District) was formed in 1950 when 39 independent districts were
consolidated into a countywide district encompassing the 785 square miles of Jefferson County, Colorado. The District

operates under an elected Board of Education with five members and provides educational services to approximately
84,500 students.

The District is the lowest level of government, which is considered to be financially accountable over all activities related to
public school education in Jefferson County, Colorado. The District receives funding from local, state, and federal
government sources and must comply with the requirements of these funding source entities. The Board of Education
members are elected by the public and have decision-making authority, the power to designate management, the ability to
significantly influence operations, and primary accountability for fiscal matters.

A) Reporting entity

Governmental Accounting Standards Board (GASB) Statement No. 14, “The Financial Reporting Entity” (GASB No. 14)
describes the financial reporting entity as it relates to governmental accounting. According to this Statement, the financial
reporting entity consists of a) the primary government, b) organizations for which the primary government is financially
accountable, and c) other organizations whose exclusion from the reporting entity’s financial statements would cause those
statements to be misleading or incomplete. Any organizations that can be described by these last two items are included
with the primary government in the financial statements as component units.

The District is not included in any other governmental "reporting entity" as defined in GASB No. 14. As required by
accounting principles generally accepted in the USA, these basic financial statements present the District (the primary
government) and its component units. The component units discussed below are included in the District's reporting entity
because of the nature and significance of their operational or financial relationships with the District. None of the
component units are considered to be a major fund.

Discretely presented component units - charter schools

The State of Colorado Legislature in 1993 enacted the “Charter School Act — Colorado Revised Statutes (CRS) Section 22-
30.5-101.” This Act permits the District to contract with individuals and organizations for the operation of schools within
the District. The statutes define these contracted schools as “Charter Schools.” Charter schools are financed from a portion
of the district’s school finance act revenues, property taxes and from revenues generated by the charter school, within the
limits established by the Charter School Act. Charter Schools have separate governing boards; however, the Jefferson
County School District’s Board of Education must approve all Charter School applications and budgets. The Charter
Schools are discretely presented component units as required by the Colorado Department of Education. Charter schools
have the option to issue separate financial statements. Compass Montessori - Wheatridge, Free Horizon, Lincoln Academy,

Rocky Mountain Academy of Evergreen and Rocky Mountain Deaf Schools did not issue separate statements for fiscal year
2005.

Blended component unit - Jefferson County School District Finance Corporation

The purpose of the Jefferson County School Finance Corporation (the Corporation) is to provide a mechanism to issue
certificates of participation. Because the Board of Directors is appointed by the Board of Education and must obtain the
Board of Education's approval for renovation and expansion decisions, issuance of debt, disbursements of funds, and any
amendments to the articles of incorporation, the Corporation is considered to be a part of the District.

B) GASB statement No. 20

Under GASB Statement No. 20, “Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting”, all business-type and enterprise funds continue to follow Financial
Accounting Standards Board (FASB) standards issued on or before November 30, 1989. However, from that date forward,
business-type and enterprise funds have the option of either 1) choosing not to apply future FASB standards (including
amendments of earlier pronouncements), or 2) continuing to follow new FASB pronouncements (unless they conflict with

GASB guidance). The District has chosen not to apply future FASB standards for all of its business-type and enterprise
funds.
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Notes to Basic Financial Statements

C) Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report information
on all of the nonfiduciary activities of the District and its component units. For the most part, the effect of interfund activity
has been removed from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reported separately from certain legally separate component
units.

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

Separate financial statements are provided for governmental funds and proprietary funds. Major individual governmental
funds (General Fund, Bond Redemption Debt Service Fund, Capital Reserve Capital Projects Fund and Building Fund —
Capital Projects) and individual enterprise funds (Food Services Fund, Child Care Fund and Property Management Fund) are
reported as separate columns in the fund financial statements.

D) Measurement focus, basis of accounting, and financial statement presentation

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The government-
wide financial statements are presented using the economic resources measurement focus and the accrual basis of accounting,
as are the proprietary fund statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.
Exceptions to this general rule are charges between the District’s governmental and business-type activities and component
units. Elimination of these charges would distort the direct costs and program revenues reported for the various functions
concerned.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, operating statements present increases and decreases in
net current assets and unreserved fund balance as a measure of available spendable resources. This means that only current
liabilities are generally included on their balance sheets.

All governmental fund types use the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. “Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period, or soon enough thereafter, to pay liabilities of the current period. Revenues are
considered to be available if collected within 60 days after year-end.

Property and automotive ownership taxes are reported as receivables and unearned revenue when levied and as revenues when
due for collection in the following year and determined to be available.

Expenditures are recorded when the related fund Hability is incurred with the exception of general obligation and capital lease

debt service which is recognized when due and certain accrued sick and personal pay which are accounted for as expenditures
when expected to be liquidated with expendable available financial resources.
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The proprietary fund types are accounted for on the accrual basis of accounting. Revenues are recognized when earned and
expenses are recognized when incurred. The measurement focus in these funds is on the flow of economic resources and
emphasizes the determination of net income. All assets and all liabilities associated with their activity are included on their
statements of net assets. Proprictary fund type operating statements present increases (revenues) and decreases (expenses) in
net total assets.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses
generally result from providing goods and services in connection with a proprietary fund’s ongoing operations. The principal
operating revenues of the District’s proprietary funds are charges to customers for sales and services. Operating expenses for
enterprise funds and internal service funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenue and expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use restricted resources first,
then unrestricted resources, as they are needed.

E) Fund accounting

The accounts of the District are organized on the basis of funds, each of which is considered to be a separate accounting
entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets,
liabilities, fund equity, revenues and expenditures, or expenses, as appropriate. Resources are allocated to and accounted for
in individual funds based upon the purposes for which they are to be spent and the means by which spending activitics are
controlled. The major funds presented in the accompanying basic financial statements are as follows:

e Major governmental funds

1. General fund — the general operating fund of the District; used to account for all resources that are not required
legally or by sound financial management to be accounted for in another fund.

2. Bond redemption debt service fund - used to account for the accumulation of resources for, and the payment of, long-
term general obligation debt principal, interest, and related costs.

3. Capital reserve capital projects - used to account for resources to be used for the acquisition or construction of major
capital facilities (other than those financed by proprietary funds).

4. Building fund — Capital projects -~ used to account for resources to be used from the 2004 voter approved bond for a
six-year capital improvement program.

* Major proprietary funds-business-type activities

Enterprise funds - used to account for operations that are financed and operated in a manner similar to private business
enterprises, where the intent is that the costs (including depreciation) of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user charges. Enterprise funds are considered
major funds because of community interests in the activities and sources of funding supporting these operations.

L. Food services fund: This fund accounts for all financial activities associated with the District's school breakfast and
lunch programs.

2. Child care fund: This fund accounts for all financial activities associated with the District’s school-age child care,
preschool, and extended day kindergarten classes.

3. Property management fund: This fund accounts for all financial activities associated with the District’s facilities.

¢ Internal service funds

Internal service funds account for central services, employee benefits, insurance reserve, technology operations, and
utility improvements (closed). These services are provided to other funds of the District on a cost reimbursement basis.
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F) Cash and investments

The pooled cash concept is used whereby cash balances of each of the District's funds are pooled and invested in certain
investments. The District is allowed to invest in the following types of investments: short-term certificates of deposit,
repurchase agreements, money market deposit accounts, mutual funds, government pools, and U. S. Treasury Obligations.
The District records nonparticipating interest-earning investment contracts at cost. All other securities are recorded at fair
value. It is the intention of the investment pool to maximize interest income, and securities are selected according to their
risk, marketability, and diversification. Income earned or losses arising from the investment of pooled cash balances are
allocated to the various funds based on their anticipated respective average periodic equity in pooled cash. For purposes of
the statement of cash flows, the District considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents.

G) Restricted cash

Certain assets of the Capital Reserve Capital Projects, Building Fund — Capital Projects and Component Units are classified
as restricted because their use is restricted to liabilities relating to deposits and capital leases.

H) Receivables

Property taxes levied in 2005 but not yet collected in 2006 are identified as property taxes receivable and unearned revenues
at June 30, 2006, and are presented net of an allowance for uncollectable taxes. Intergovernmental receivables of $9,276,132
include amounts due from grantors for specific program grants. Program grants are recorded as receivables and revenues at
the time reimbursable project costs are incurred. As of June 30, 2006, the District had $8,466,299 and $838,405 due from
the Federal and State government, respectively, reflected as intergovernmental receivables in the accompanying basic
financial statements.

I) Inventories and prepaid items

Materials and supplies inventories are stated at average cost. Inventories recorded in the Food Services Fund consist of
purchased and donated commodities. Purchased inventories are stated at average cost. Donated inventories, received at no
cost under a program supported by the Federal Government, are recorded at their estimated fair value at the date of receipt.
The cost of all inventories is recorded as an asset when the individual inventory items are purchased, and as an expenditure
or expense when consumed. Fund balance is reserved for the inventory balances as follows: General Fund - $1,252,449 and
Special Revenue Funds - $377,376.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in both
government-wide and fund financial statements. The General Fund balance is reserved for prepaid items of $145,155.

J) Capital assets

Capital assets, which include property, vehicles and equipment, are utilized for general District operations and are
capitalized at actual or estimated cost. Donations of such assets are recorded at estimated fair value at the time of donation.
Capital assets are reported in the applicable governmental or business-type activities columns in the government-wide
financial statements.

Maintenance, repairs, and minor renovations are recorded as expenditures when incurred. Major additions and improvements
are capitalized. When assets used in the operation of the governmental fund types are sold, the proceeds of the sale are
recorded as revenues in the appropriate fund. The District does not capitalize interest on the construction of capital assets.
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The monetary threshold for capitalization of assets is $5,000. The District’s capital assets are depreciated using the straight-
line method over the estimated useful lives of the fixed assets. Depreciation of all capital assets used by proprietary funds is
charged as an expense against their operations. No depreciation is recorded in the year of acquisition with the remaining
depreciation being recorded in the year of disposition. Estimated useful lives are:

Motor vehicles 5 to 7 years

Equipment, built-in 8 to 20 years
Equipment, movable 3 to 20 years
Buildings and improvements 30 to 40 years

K) Liabilities

In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term debt and
other long-term obligations are reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. The District records long-term debt of governmental funds at the face value.
Currently, the District has no zero coupon bonds. The District’s general obligation bonds are serviced from property taxes
and other revenues of the Debt Service Fund. Capital leases are serviced from property taxes and other revenues of the
Capital Reserve Fund and component units. The long-term accumulated unpaid vacation, accrued sick and personal leave,
and estimated liability for insurance claims (note 13) are serviced from property taxes and other revenues by the respective
fund type from future appropriations.

L) Constitutional amendment

In November 1992, Colorado voters approved Article X of the Colorado Constitution by adding Section 20, commonly known
as the Taxpayer's Bill of Rights (TABOR). TABOR contains revenue, spending, tax and debt limitations, which apply to the
State of Colorado and local governments. It requires, with certain exceptions, advance voter approval for any new tax, tax rate
increase, mill levy above that for the prior year, extension of an expiring tax, or tax policy change directly causing a net tax
revenue gain to any entity.

On November 2, 1999, the District conducted a TABOR revenue and expenditure override election and the Jefferson County
voters approved the measure exempting the District from the TABOR revenue and expenditure limits. Management believes it
is in compliance with the provisions of TABOR. However, the provisions are complex and subject to interpretation. Many of
the provisions may require judicial interpretation.

Except for refinancing bonded debt at a lower interest rate or adding new employees to existing pension plans, TABOR
requires advance voter approval for the creation of any multiple-fiscal year debt or other financial obligation unless adequate
present cash reserves are pledged irrevocably and held for payments in all future years. TABOR requires local governments
to establish emergency reserves to be used for declared emergencies only. Emergencies, as defined by TABOR, exclude
economic conditions, revenue shortfalls, or salary or fringe benefit increases. These reserves are required to be three percent
or more of fiscal year spending (excluding bonded debt service). As of June 30, 2006, for budgetary purposes the District
reserved $18,495,219 ($15,941,062 in the General Fund, $726,048 in the Campus Activity Special Revenue Fund, $106,131
in the Capital Reserve Fund, $388,795 in the Food Service Enterprise Fund, $262,028 in the Child Care Enterprise Fund,
$58,690 in the Property Management Enterprise Fund, $2,077 in the Central Services Internal Service Fund, $34,278 in the
Employee Benefits Internal Service Fund, $17,763 in the Insurance Reserve Internal Service Fund, $13,460 in the
Technology Internal Service Fund and $944,887 in the Component Units Charter Schools) for this purpose.

M) Property taxes

Under Colorado law, all property taxes are due and payable in the year following the year levied. The property tax calendar
for Jefferson County was as follows:

Levy date December 2
Lien date January 1
Tax bills mailed January 1
First installment due February 28
Second installment due June 15

If paid in full, due April 30
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N) Accumulated sick and personal leave and vacation

District policy allows unlimited accumulation of sick and personal leave, and accumulation of vacation to a maximum of 40
days. Accrued vacation is paid to employees upon termination of employment. Payment for unused sick and personal leave
days is made upon meeting eligibility requirements at the rate of .0015 times annual rate of pay times accumulated days.
Each fund liquidates the accrued vacation, personal and sick leave for its respective liabilities.

As of June 30, 2006, accumulated unused benefits are as follows:
Accumulated Vacation

Fund Types Current Long-term Total
(Due within one year)

Governmental.
General $ 1,144,088 $2,288,211 $ 3,432,299
Special revenue 18,952 37,903 56,855
Capital projects 57,938 115,877 173,815
1,220,978 2,441,991 3,662,969
Proprietary:
Enterprise 70,587 141,177 211,764
Internal service 226,363 452,732 679,095
296,950 593,909 890,859
Total $1.517,928 $ 3,035,900 $4,553.828

A summary of changes in accumulated long-term vacation is as follows:

Balance Balance
Fund July 1, 2005 Additions Deletions June 30, 2006
General $2,347,534 $ 438,341 $ (497,664) $2,288,211
Special revenue 48,074 12,756 (22,927) 37,903
Capital projects 88,562 39,119 (11,804) 115,877
Enterprise 79,299 82,383 (20,505) 141,177
Internal service 402,379 107,817 (57.464) 452,732

$2.965.848 3680416 3 (610.364) $ 3,035,900

Accumulated vacation pay is recorded as accrued salaries, benefits and compensated absences with the current portion
reported as current liabilities in the government-wide financial statements. The long-term portion is included in the District’s
long-term liabilities in the government-wide financial statements.

O) Fund equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not available for
appropriation or are legally restricted by outside parties for a specific purpose. Designations of fund balance represent
tentative management plans that are subject to change.
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2. Reconciliation of government-wide and fund financial statements

The governmental funds balance sheet includes a reconciliation between fund balances — total governmental funds and net
assets — governmental activities as reported in the government-wide statement of net assets. Additionally, the governmental
fund statement of revenues, expenditures, and changes in fund balances includes a reconciliation between net change in fund
balances ~ total governmental funds and changes in net assets of governmental activities as reported in the government-wide
statement of activities.

These reconciliations detail items that require adjustment to convert from the current resources measurement and modified
accrual basis for governmental fund statements to the economic resources measurement and full accrual basis used for
government-wide statements. However, certain items having no effect on measurement and basis were eliminated from the
government fund statements during the consolidation of governmental activities.

Due to the general fund from other funds — fund statements $ 4,655,626
Elimination of governmental and internal service interfund activity (4,604.,045)
Due 1o the general fund from component units — governmental activities 3 51,581

3. Budgetary information

The District follows these procedures in establishing the budgetary data reflected in the basic financial statements:

1. Within the third quarter of the fiscal year, the Superintendent submits to the Board of Education a proposed
operating budget for the fiscal year commencing the following July 1. The operating budget includes
proposed expenditures and the means of financing them.

2. Public hearings and citizen reviews are conducted at special meetings and at regular Board of Education

meetings to obtain taxpayer comments.

Prior to June 30, the budget is legally adopted by the Board of Education.

4. Formal budgetary integration is employed as a management control device during the year for the General
Fund, Special Revenue Funds, Capital Projects Funds, Debt Service Fund, Proprietary Funds, and Internal
Service Funds.

5. The District issues a separate budget document after it is approved by the Board of Education.

et

Budgets are adopted on a basis consistent with generally accepted accounting principles except that expenditures for
budgetary purposes exclude amounts for salaries and benefits earned but unpaid and the accrual for compensated absences
for the Governmental Fund types except for the Grants Fund (see note 4).

Colorado Budget Law requires that all funds have legally adopted budgets and appropriations. The total expenditures for
each fund may not exceed the amount appropriated. Appropriations for a fund may be increased if unanticipated revenues
offset them. Where applicable, the Board of Education includes available fund balance in the amount appropriated in the
annual Appropriations Resolution.

All appropriations lapse at the end of each fiscal year. Authorization to transfer budgeted amounts between programs and/or
departments within any fund and the reallocation of budget line items within any program and/or department rests with the
superintendent and may be delegated to an appropriate level of management. Revisions and/or supplemental appropriations
that alter the total expenditures of any fund must be approved by the Board of Education.

Budgetary amounts reported in the accompanying basic financial statements are as originally adopted and amended by the
Superintendent and/or the Board of Education throughout the year.
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Individual amendments in the General Fund were not material in relation to the original appropriation. The budget for the

Grants Fund includes the adopted budget and additional expenditures and grants approved by the Board of Education. The
budget and actuals for the Proprietary Funds and Internal Service Funds at June 30, 2006 are as follows:

Budget Actuals Variance
Food services fund $ 20,854,800 $19,742,977 $1,111,823
Child care fund 10,621,800 11,031,356 (409,556)
Property management fund 1,584,450 1,125,385 459,065
Central services fund 3,384,900 3,201,967 182,933
Employee benefits fund 64,060,800 58,527,050 5,533,750
Insurance reserve tund 6,799,570 6,596,892 202,678
Technology fund 13,640,600 12,255,582 1,385,018
Utility revolving fund 423,300 217,314 205,986

4. Budget/GAAP reporting differences

The accompanying statement of revenues, expenditures, and changes in fund balance (deficit) for the general fund budget
and actual has been prepared on a legally prescribed basis of accounting, which differs from GAAP. The following
Expenditure (excluding other financing uses) and Fund Balance Schedules identify these differences for the governmental

activities, business-type activities and component units:

Expenditure Schedule

Expenditures Effect of: Salaries Expenditures

Reported on a and Benefits Earned  Compensated Reported on a
Governmental Fund Type GAAP Basis but Unpaid Absences Budget Basis
General fund $ 540,894,184 $ (1,324,626) $ 26,794 $ 539,596,352
Capital reserve fund $ 13,182,916 $ - $ (13.658) $ 13,169,258
Component units (charter schools):
Collegiate Academy of Colorado $ 3,730,567 $  (19,838) - $ 3,710,729
Compass Montessori—~Wheatridge 1,836,157 (71,598) - 1,764,559
Compass Montessori-Golden 2,574,348 (22,162) - 2,552,186
Excel 4,203,652 (26,234) - 4,177,418
Free Horizon 1,377,945 (15,728) - 1,362,217
Jefferson 4,772,750 (25,817) - 4,746,933
Lincoln Academy 3,889,549 (18,695) - 3,870,854
Montessori Peaks 2,701,700 (21,558) - 2,680,142
Rocky Mtn. Academy 1,818,504 (17,294) - 1,801,210
Rocky Mtn. Deaf School 652,040 33,784 - 685,824
Woodrow Wilson 4,677,071 (10,812) - 4,666,259
Total component units $ 32234283 $ (215952) 3 - $ 32,018,331
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Plus effect of accrued
Fund Balance  salaries, benefits and
(Deficit) Reported compensated absences Fund Balance on a

Governmental Fund Type ona GAAP Basis  earned but unpaid  Budgetary Basis
General Fund $ 72,096,438 $ 56,664,191 $ 128,760,629
Capltgl reserve/Building capital 46.998.057 57.938 47.056.195
projects funds
Total governmental funds $ 119,094,695 $ 56,722,129 $ 175.816,824

Plus effect of accrued
Fund Balance (deficit) salaries, benefits and

Reported on a GAAP  compensated absences Fund Balance on a

Governmental Fund Type Basis earned but unpaid Budgetary Basis
Component units:

Collegiate Academy of Colorado $ 1,006,333 $ 145,068 $ 1,151,401
Compass Montessori — Wheatridge (132,459) 150,687 18,228
Compass Montessori - Golden 689,065 109,531 798,596
Excel 1,766,894 91,697 1,858,591
Free Horizon (6,258) 56,909 50,651
Jefferson 716,348 219,751 936,099
Lincoln Academy 1,638,973 106,289 1,745,262
Montessori Peaks 973,778 106,632 1,080,410
Rocky Mtn. Academy 122,252 73,659 195911
Rocky Mtn. Deaf School (53,375) 34,779 (18,596)
Woodrow Wilson 1,720,822 49,857 1,770,679
Total component units $  8.442.373 $ 1,144,859 $ 9.587.232

Salaries of teachers and certain other employees are paid over a 12-month period ending August 31; however, most salaries
are earned over the traditional school year of September through May. For financial reporting purposes, these salaries have
been recorded as expenditures of the District in the year earned rather than the year paid.

Salaries and benefits earned but unpaid at June 30, 2006, including accrued vacation pay, are not required to be funded by
Colorado State law. Accordingly, for budgetary purposes, the District considers accrued salaries, benefits and compensated

absences amounting to $56,664,191 to be permanently deferred and therefore available for budgetary purposes.

5. Excess expenditures over appropriations and deficit fund equity

As of June 30, 2006, three Component Unit Charter Schools had accumulated deficits of $192,092. The charter schools
review their budgets with management and are monitored closely.

The District exceeded Board-approved appropriation budgets in the Building Fund — Capital Projects and the Child Care
proprietary fund. The difference is as follows:

Fund Appropriation Expenditure Variance
Building Fund — Capital Projects $78,416,800 $80,166,445 $(1,749,645)
Child Care Fund 10,621,800 11,031,356 (409,556)
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6. Deposits and investments

Deposits:

The District investment policies are approved by the Board of Education and governed by Colorado statute. The discretely
presented component unit’s investment policies are approved by their respective Boards and governed by Colorado statute.
The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government deposit cash in eligible
public depositories; state regulators determine eligibility. Amounts on deposit in excess of federal insurance levels must be
collateralized. The eligible collateral is determined by the PDPA. PDPA allows the financial institution to create a single
collateral pool for all public funds. The pool is to be maintained by another financial institution or held in trust for all
uninsured public deposits as a group. The market value of the collateral must be at least equal to the aggregate uninsured
deposits.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits
may not be returned to it. The District and the discretely presented component units do not have a deposit policy for
custodial credit risk. As of June 30, 2006, $3,476,797 of the District and the discretely presented component unit’s bank
balance of $3,788,303 were exposed to custodial credit risk. Deposits exposed to credit risk of $3,476,797 are collateralized
with securities held by the pledging financial institution through PDPA.

Cash held in trust:

As of June 30, 2006 the District had $4,436,453 held in trust. Jefferson County collects the property taxes for the District and
holds the funds in trust until sent to the District monthly.

Investments:
As of June 30, 2006, the District had the following investments. Investments held in the guaranteed investment contract are

not a part of pooled cash until drawn. All other deposits and investments are internally pooled to maximize investment safety,
liquidity, and interest yield.

Investments Maturities Fair Value
JP Morgan
172 40,760,385

(Flex Repo Agreement) 02/01/2008 § 760
Colorado Surplus Asset Fund t

otoraco . urplus Asset Fund Trus Weighted average under 60 days 52,162,736
(external investment pool)
Smith Barney Citigroup (money market) Dollar average under 90 days 2,583,840
Colotrust (external investment pool) Less than 1 year 138,265,656

k -JPM

Bank One —JP Morgan 12/15/2017 56,039,529
(forward delivery agreement)
MBIA (U.S Treasuries) Weighted average of 171 days 2,547,620
MBIA (U.S. Instrumentality) Weighted average of 715 days 9,904,723
MBIA (Commercial Paper) Weighted average of 26 days 5,285,749
U.S. Bank (Repurchase agreement) Overnight Sweep 5,381,503
= . ;

SA Capital Management Services 06/04/2008 186.484.213
(Guaranteed Investment Contract)
Total Investments: $ 499,415,954
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Interest rate risk - The District does not have a formal investment policy that limits investment maturities as a means of
managing its exposure to fair value loss resulting from increasing interest rates. The Colorado revised statute 24-75-601 limits
investment maturities to five years or less without governing board approval.

Forward delivery agreements ~ The agreement with JP Morgan has a maturity date of December 15, 2017, but the District has
the option of canceling the agreement prior to that date. The District has received interest in advance on the investment which
is recorded in deferred revenue in the General Fund. If the District cancelled the agreement prior to the December 15, 2017
date, an amount calculated at that date would be returned to JP Morgan.

Credit risk - State law allows school districts to invest U.S. treasury securities and other securities gnaranteed by the full credit
of the U.S. Treasury without any credit quality limitations. Securities issued by the Government National Mortgage
Association and by Federal Government Sponsored Enterprises require the highest rating by at least two nationally recognized
rating agencies. Money market instruments including bankers acceptances and commercial paper must be rated A-1, P-1, or
F-1, or the equivalent by at least two nationally recognized rating agencies. State law allows other securities, including
money market funds that are registered under the Federal Investment Company Act of 1940, if they have assets in excess of $1
billion or have the highest credit rating from one or more of a nationally recognized rating agency. Colorado Surplus Asset
Fund Trust (CSAFE) and Colorado Local Government Liquid Asset Trust (Colotrust) are rated AAAm by Standard & Poors.
These local government investment pools are regulated by the Colorado Division of Securities and they maintain a constant
net asset value of $1.00. Smith Barney Citigroup is not rated. MBIA is rated AAA by Standard & Poors and Aaa by
Moody’s. The commercial paper at MBIA is rated Al by S&P and Pl by Moody’s. The FSA Capital Management
Guaranteed Investment Contract is not rated but the provider must maintain a rating of Aaa by Moody’s and AAA by Standard
& Poors.

Concentration of Credit Risk — The District places no limit on the amount the district may invest in any one issuer. More than
5 percent of the district’s investments are in the JP Morgan (flex repo agreement) which holds FHA securities, JP Morgan
(forward delivery agreeement) which holds FNMA and FHLMC securities and FSA Capital Management Services guaranteed
investment contract. These investments are 8 percent, 12 percent and 37 percent, respectively, of the District’s total
investments.

7. Capital assets
A summary of changes in capital assets is as follows:

Governmental Activities

Balance Balance
June 30, 2005 Additions Deletions June 30, 2006

Non-depreciable assets:

Land $ 42,291,174 $ 1,342,185 - $ 43,633,359

Construction in progress 57,905,680 86,308,661 $ (33,397,109) 110,817,232

Total Non-depreciable assets $ 100,196,854 $ 87,650,846 $(33,397,109) $ 154,450,591
Depreciable assets:

Buildings and site improvements $ 992,831,812 $ 32,164,181 $ (41,487) $1,024,954,506

Equipment and vehicles — Internal service funds 37,315,052 4,627,436 (20,838,480) 21,104,008

Equipment and vehicles 88,924,163 2,259,967 (6,930,830) 84,253,300

Total Depreciable assets $1.119.071,027 $ 39,051,584 $(27.810,797) $1.130,311.814
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Less accumulated depreciation for:

Building and site improvements
Equipment and vehicles — Internal service funds
Equipment and vehicles

Balance Balance
June 30,