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INDEPENDENT AUDITOR'S REPORT

To the School Committee of the
Dudiey-Charlton Regional School District;

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each maor fund, and the aggregate
remaining fund information of the Dudley-Charlton Regional School District of the Commonwealth of Massachusetts {the "District")
as of and for the year ended June 30, 2014, and the related notes to the financial statements, which collectively comprise the
District's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United State of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of fi nanmal statements that are free from material misstatement, whether

due to fraud or error,
Auditor's Responsibllity

QOur responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance
with audiling 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 ptan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.

An audit invelves performing pracedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the
financial staiements, whether due to fraud or error. In making those risk assessments, the auditor considers intemal control
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s intemal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial stataments.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, the financial statemenits referred tc above present fairly, in all material respects, the respective financial position
of the governmental activities, each major fund, and the aggregate remaining fund information of the District &s of June 30, 2014,

and the respective changes in financial position thereof and the respective budgetary comparison for the general fund for the year
then ended in accordance with accounting principles generally accepted in the United States of America.
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Other Matters
Required Supp!ementazj/ Information

Accounting principles generally accepted in ihe United States of America reguire that the management’s discussion and analysis
on pages 2-1 through 2-8 and the schedule of other post-employment benefits funding pregress on page 6-12 be presented to
supplement the basic financial statements. Such information, afthough not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing fhe basic
financial statements in an appropriate operafional, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accerdance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the metheds of preparing the information and comparing the informatior for
consistency with management's respenses to our inquiries, the basic financial statements, and other knowledge we cbtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the District's
basic financial statements. The combining and cther schedules are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The schedule of expenditures of federal and other awards is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audifs of States, Local Governments
and Non-Profit Organizafions, and is also not a required part of the basic financial statements.

The combining and other schedules, and the schedule of expenditures of federal and other awards are the responsibility of
management and were derived from and relate directly {0 the underlying accounting and other records used to prepare the basic
financial statenents. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financizl statements or fo the basic financial statements themselves, and
other additional procedures in accordance with audiling standards generally accepted in the United States of America. In our
opinion, the combining and other schedules, and the schedule of expenditures of federal and other awards are fairly stated in all
material respects in relation to the basic financial statements as a whole,

The management's discussion and analysis and the schedule of other post-empioyment benefits funding progress have not been
subjected to the auditing procedures applied in the audit of the basic financial statements, and accerdingly, we do nof express an
opinion or provide any assurance on them,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 8, 2015, on our consideration
of the District'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 matiers. The purpose of that report is to describe the scope of our testing
ofinternal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financiat reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District's internal control over financial reporting and compliance.

Sfan@ U, Kulas, CPA

STANLEY H. KULAS
Certified Public Accountant

February 6, 2015
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2014

As management of the Dudley-Charlton Regional School District of the Commonwealth of Massachusetts, we offer readers of
the District's financial statements this narrative overview and analysis of the financial activities of the Disfrict for the fiscal year
ended June 30, 2014, We encourage readers to consider the information presented here in conjunction with additional
information provided throtighout this document.

FINANCIAL HIGHLIGHTS

On the govemment-wide financial statement basis:
« Assets of the District exceeded its liabilities at the close of the most recent fiscal year by $36,594,644 (Exhibit A).

» The District's total net position decreased by $4,042,211 {Exhibit B). The decrease was largely due to the increase
of $_1 734,154 in the District's OPEB (Other Post-Employment Benefiis) obligations; and $1,776,200 of depreciation
expense.

On the fund financial statement basis:

» As of the close of the current fiscal year, the District's governmental funds reported combined ending fund balances
of §5,470,843 (Exhibit C), a decrease of §1,368,743 in comparison with the prior year (Exhibit D).

» At the end of the current fiscal year, unreserved fund balance for the general fund was $1,916,288 (Exhibit C), or
4.06% of next year's budgeted expenditures of $47,225,412.

e As of June 30, 2014, the health insurance fund reported a fund balance of $197,177 (Exhitit C), a decrease of
$520,837 in comparison with the prior year (Exhibit D).

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analyss is intended to serve as an introduction to the District's basic financial statements. The District's
basic financial statements comprise three components: 1) government-wide financial statements; 2) fund financial statements,
and 3) notes to the financial statements. This report also contains other supplementary informaticn in addition fo the basic
financial statements themselves.

Government-wide financial statements - The government-wide financial statemenis are designed to provide readers with a
broad overview of the District’s finances, in 2 manner similar to a private-sector business.

The statement of net position presents information on all of the District’s assets and liabilities, with the difference between the
two reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the District is imgroving or deteriorating.

The statement of activities oresents information showing how the District's net position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise {0 the change oceurs, regardless of
the timing of related cash flows. Thus, revenuss and expenses are reperted in this statement for some items that will only
result in cash flows in future fiscal periods (e.g. uncollected state grants are recognized as receivables due from other
governments and earned but unused vacation leave and sick pay is recognized as a liability for compensated absences),
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2014

Both of the government-wide financial statements distinguish functions of the District that are principally supporied by
assessments and intergovemmental revenues (governmental activities) from other functions that are intended to recover all
or a significant portion of their costs through user fees and charges (business-type activities). The District has no business-
type aclivities. The govemmental activities of the District include administration, regular instruction, ancitlary school services,
special education, maintenance and operations, insurance and employee benefits, transportation, sewer use charges, and
debl service.

The government-wide financial statements can be found in Exhibits A and B of this report.

Fund financial statements - A fund is a grouping of related accounts that is used to maintain confrol over resources that
have been segregated for specific activities or objectives. The District, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the District can
be divided into two categories: governmental funds and fiduciary funds.

Governmental funds - Governmental funds are used to account for essentially the same functions reported as governmentat
aclivities in the government-wide financial statements. However, unlike the government-wide financial statements,
govemmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government's near-term financing requirements.

Bacause the focus of governmental funds is narrower than that of the goverment-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By doing so, readers may better understand the long-term impact of the
govemment's near-term financing decisions. Recenciliations to facilitate this comparison between governmental funds and
govemmental activities are provided in Exhibit C and Exhibit D.

The District maintains numerous individual governmental funds. Information is presented separately in the governmental funds
balance sheet (Exhibit C) and in the governmental funds staternent of revenues, expenditures, and changes in fund batances
(Exhibit D} for the general fund, the health insurance fund and the State's payment on-behaif of teacher refirement fund, all of
which are considered to be major funds. Data from the other governmental funds are combined into a single aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form of combining
schedules 1 through 6 in this report.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison statement has been provided
for the general fund to demonstrate compliance with this budget (Exhibit E}.

The basic governmental fund financial statements can be found in Exhibits C through E of this report.
Fiduciary funds - Fiduciary funds are used to account for resources held for the benefit of parties outside the government. |
Fiduciary funds are not refiected in the govemment-wide financial statement because the resources of those funds are not
available to support the District's own pregrams. The accounting used for fiduciary funds is the accrual basis.

The basic fiduciary fund financial statements can be found in Exhibits F and G of this report.

Notes to the basic financial statements - The notes provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements. The notes to the basic financial statements can
be feund in Exhibit H of this report.
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2014

Other information « The combining schedules referred to earlier in connection with nonmajor governmenial funds are
presented immediately following the notes to the financial statements. Combining and individual fund schedules and other
types of schedules can be found in Schedules 1 through 11 of this report.

Summary of the major features of the government-wide and fund financial statements

long-term

due during the year or
soen thereafter. No

capitat asserts or long- net currently contain
term liabilities included any capital assets,
although they can

capital; short-term
and long-term

— Fund Financial Statementg-------——-
Government-wide
Statements Governmental Proprietary (*) Fiduciary
Scope Entire District (except | The activity of the Activities the District | Assets held by the
fiduciary funds) District that is not operates similarto | District on behalf of
proprietary or fiduciary, | private businesses. | someone else.
such as general Students and other
government, public organizations that
safety, and education. have funds on
deposit with the
District are reported
here,
Required financial | Statement of net Batance sheet and Statement of net Statement of figuciary |
statements position, & statement of | statement of revenues, | position, and net position and
activities expenditures and statement of statement of changes
changes in fund revenues, expenses | in fiduciary nei
balance. and changes in net | position.
pesition, and
statement of cash
flaws.
Basis of | Accrual accounting Modified accrual Accrual accounting | Accrual acesunting
accounting and accounting.
measurement Economic resources Current financial Economic Economic rescurces
focus, focus resources focus resources focus focus
Type of asset and | All assets and liabilities, | Generally, assets Ali assets and All assets and
liability both financial and expected to be used up | liabilifies, both liabilities, both
information capital, short-term and | and liabilities that come | financial and financiat and capital,

short-term and long-
term. These funds do

Type of inflow and
outflow
information

All revenues and
expenses during the
year, regardless of
when cash is received
or paid

Revenues for which
cash is received during
or scon after the end of
the year; expendifures
when goods or
services have been
received and the
refated liability are due
and payable

All revenues and
expenses during the
year, regardless of
when cash is
received or paid.

All additions or
deduclions during the
year, regardless of
when cash is
received or paid

(*) ~ The District has no proprietary funds
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DUDLEY-CHARLTON REGIONAL SCHQOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2014

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earfier, net position may serve over time as a useful indicator of a government's financial position. The District's
assets exceeded liabilities by $36,594,644 (Exhibit A) at the close of the most recent fiscal year.

By far the largest portion of the District's net position reflects its investment in capital assets {e.g. land, land improvements,
buildings, machirery, and equipment, etc.); less any related debt used to acquire those assets that is still cutstanding. The
District uses these capital assets to provide services to school children; consequently, these assets are not available for future
spending. Although the District's investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other services, since the capital assets themselves cannot be
used to liquidate these liabilities. '

DISTRICT'S NET POSITION (Exhibit A)

Amount Amount
Description 2014 2013

Currentand otherasses . . ................ $ 21,372,783 § 23,852,950
Capitalasses-net....................... 47,878,850 49,603,990

Totlasses . ..o ovvv i 69,251,633 73,556,940
Currentliabiles......................... 5,485,534 4,909,283
Current portion of long-term cbligafons .. . . .. 2,730,000 2,605,000
Long-tarmdebt . ..., 12,280,000 15,010,000
OPEB obiigations. .. ..................... 10,456,145 8,721,991
Compensated absences. . ............. ..., 1,705,310 1,673,831

Total iabifes . ....... ... oo 32,656,989 32,920,085
Net posifon:
Invested in capited assets, net of related debt. . . 32 868,850 31,988,990
Restricted . ........... ... ... .. ... 12,511,051 14,827,068
Unrestricted . ... ... ... ... ... ..., (8,785,257}  (6,179,203)

Tolalnetposifon. ...t $ 36,594,644 § 40,636,855

A portion of the District's net position at June 30, 2014 and June 30, 2013 totaling $12,511,051 and $14,827,068, respectively,
represenis resources that are subject to external resfrictions on how they may be used. Unrestricted net position of
$(8,785,257) and $(6,179,203) at June 30, 2014 and June 30, 2013 are further segregated by internal reserves and
gdesignations {Exhibit C) as listed below.

2014 2013
Reduction of next year's assessments for;
Operations . ............. e $ 1,300,000 $ 1,250,000
Reserves to be used in the future:
Seweruse charges................. 37,522 38,836
Total internal designations. .. ... ... 1,337,522 1,288,836
Undesignated and unresarved .. ......... {10,122,779) (7,468,039}
Total unrestricted net assets. ... ... § (8,785,257} (6,179,203




DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2014

Governmeni-wide financial activities decreased the District's net position by $4,042,211 (Exhibit B) in fiscal year 2014 and by
$2,704,666 in fiscal year 2013 Key elements of these changes are listed below.

Amcunt
Description 2014 2013
Revenues:
Program revenue:
Qperating grants, contributions and aid. ............... § 10,862327 § 10,064,320
Capitaf contributions. .. ............ ... ... 635,376 714,569
Member town assessments. ........... . i 1,087 975 1,203,613
Chargesfor services. ... ...ovvinenr e e nns 10,980,928 7,704,938
{11 P 87,881 71215
General revenues: '
Mamber fown assessments. . ... oo e ' 16,321,854 15,868,432
Grants & coniributions not restricted fo specific programs, 23,837,398 23,840,679
Iterest. . e 18,600 22,622
Charges forservices. .. ... 2,261 19,418
Miscellaneous. . .. ... e 78,923 64,263
Total TeVeNUES. . v\ e 63,924,553 58,574,069
Expenses:
Administration . ... ... 1,930,759 1,812,839
Regularinstruction ... ... oo i 20,437 401 19,715,693
Preschool and special education . ................... o 9,572,104 8,817,659
Ancillary school services. . ... o 2,038,333 2,012,332
Maintenance and operations ... ... oo 3,508,857 2,883,813
Insurance and employee benefits .. ... . L 25,101,676 21,522,359
CTransportation ... 2,804,091 2,715,730
Sewer Use Charges . ......oovve i 25,796 27,071
Unallocated depreciation. . . ... o o oiat 1,631,703 1,623,653
Debt service -interest on long-termdebt. .. .. ... .. 916,044 1,047 586
TOtal BXPENSES. L vttt et 67,966,764 62,278,735
Changeinnetposition. .. ......... ..., $ (4042211} § {2,704,666)

The more significant changes for the year are listed befow.

« Forfiscal year 2014, the Disirict recognized an additional expense of $1,734,154 related to its OPEB obiigations,
in comparison to an increase of $1,724,164 in the prior year.

« On-behalf payments by the State to the teacher retirement system of totaled $5,912, 420 for fiscal year 2014
compared to $5,440,484 for fiscal year 2013,

o Depreciation expense totaled $1,776,200 for fiscal year 2014 compared to $1,798,149 for fiscal year 2013.

o Insurance and employee benefits increased by $3,579,277 in fiscal year 2014, compared to an increase of
$233,421 for fiscal year 2013. Expenses associated with the District's healih insurance fund increased by
$3,024,988 for fiscal year 2014 compared with a decrease of $215,544 for fiscal year 2013. The increase in
health insurance expense was partially offset by reimbursements the District received under its stop-loss
insurancé plan. The District received reimbursements under its stop-loss insurance pian of $3,331,840 in fiscal
year 2014 compared with $217,279 in fiscal year 2013. These reimbursements are part of the Program Revenues
- Charges for Services shown abeve.
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

FOR THE YEAR ENDED JUNE 30, 2014

FINANCIAL ANALYSIS OF THE GOVERNMENTAL FUNDS

As noted earfier, the Disfrict uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements,

Governmental funds - The focus of the District's governmental funds are to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the District's financing reguirements.
In particular, unreserved fund balance may serve as a useful measure of a government's net resources available for spending

at the end of the fiscal year.

At the end of the current fiscal year, the District's _governmehtal funds reported combined ending fund batances of $5,470,843
(Exhibit C) compared with $6,839,586 in the prior fiscal year. Fund balances at June 30, 2014 decreased by $1,368,743
(Exhibit D) compared with a decrease of $353,817 at June 30, 2013. A summary of fhe components comprising this fund

balance is described below,

» The general fund is the chief operating fund of the District. At the end of the current fiscal year, total fund balance
was $3,253,810 of which $1,816,288 was the unressrved fund balance. Unreserved fund balance represents 4.06%
of next year's budgat expenditures which total $47,225,412,

DISTRICT'S FUND BALANCE IN ITS GOVERNMENTAL FUNDS

Amaunt
Description 2014 2013
Nonspendable food service inveniory . ...l $§ 15955 § 15,690
Assigned by school committesvote . ..... ... ... ... L 1,300,000 1,250,000
Restricted by grantors or by enabling legislation. . ............... 2007721 2,548,143
Committed to meet outstanding obligafions to third parties. .. ... .. 242,021 764,172
Unassigned - avaitable for spending at the government's discretion, 1,895,146 2,267,584
Total fund balances . ... ... i $ 5,470,843 § 6,839,586

GENERAL FUND BUDGETARY HIGHLIGHTS
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The District's original budget for FY2014 was $46,254,256 compared with $45,587,662 in the prior year, and did not
change during the current year. However, there were some changes reclassifying amounts between individual fine
ifemns (Exhibit E).

On a budgetary basis, for the general fund, actual revenues including transfers from fund balance exceeded actual
expenditures by $954,707 (Exhibit E) and $1,273,883 for fiscal years 2014 and 2013 respectively. For fiscal year
2014, key contributors to the favorable budget variance were Medicaid and transportation receipts, which exceeded
budget by $88,735 and $167,868, respectivaly. .

Actual total expenditures were less than budgeted expenditures by $618,143 (Exhibit E) and $871,754, for fiscal
years 2014 and 2013 respectively.

State payments on-behalf of the teacher retirement program were made directly by the Commonwealth for the benefit
of Disfrict's teachers. Forthe current year these payments totaled $5,912,420 (Exhibit D), compared with $5,440,484
in the prior year. ‘



DUDLEY-CHARLTON REGIONAL SCHOQL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2014

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets - The District's investment in capital assets (net of accumulated depreciation) as of the end of the current
fiscal year amounts to $47,878,850 compared to $49,603,990 at the end of the prior fiscal year. This investment in capital
assets includes land, land improvements, buildings, etc. The changes in capital assets are shown below.

Amount
Description 2014 2013
Capital assels - beginning of the year. ... ... .. $ 80,650,886 $ 80,333,061
Less accumulated depreciation (31,046,896)  {29,387,967)
Capital assets at the beginning of the year
net of accumutated depreciation. . ... ... .. 49,603,990 50,845,094
Current yearadditions . ............... ... .. 51,060 457 045
Less current year depreciation-net. . ......... {(1,776,200)  (1,798,149)
Total capital assets-net. . ............... § 47,878,850 § 49,603,990

Additional information on the District's capital assets can be found in Exhibit H - Note 4 of this report.

Debt - the District's debi and other cbligations are summarized below.

Debt and other obligations

Amount
Description 2014 2013
New schcol bonds payable............ $ 15,010,000 § 17,615,000
OPEB obligations. . .................. 10,456,145 8,721,991
Compensated absences. ......... .. ... 1,705,310 1,673,831
Total debf and other obligations. ........ $ 27171455 § 28,010,822

Additional information on the District's debt and other obligations can be found in Exhibit H - Note 4 of this report.
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2014

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The Dudley-Charlton Regional School District continues to experience restrictive growth in revenues. While state revenue
has risen in recent years, these funds have not been employed to increase local education budgets. State support as a
percentage of the district's budget continues to decline. When this is combined with little or no increase in federal funding,
the District has had to rely on its local towns, its Reserves and School Choice tuitions to support operations.

Charlton and Dudley have made good faith efforts to support education, however, they are still amongst the small number of
cities and towns which have not met their targets to provide an appropriate level of school funding. This goal is defined by the
Commonwealth of Massachusetts. The Towns' revenue growth has been limited by a slowdown in the residential real estate
market and fittle or no increases in state-funded local aid. A recent positive development is Dudley's passage of a Proposition
2V override which will provide approximately $170,000 in additional aid to the District starting in fiscai 2016.

For several years, the Dudley-Charlton Regional School District has committed more than half of its Reserves to sustain
operations. At the same time, School Choice tuition revenue has been utilized to fund teacher salaries and technology
purchases. The District is aware that it must reduce its reliance on Reserves and School Choice revenues. It has sustained
its strong educational reputation by shiffing resources from one program of study to another, when appropriate, and by
reducing non-education expenses. An example of its cost reduction techniques is its approach to electricity costs. The District
continues to invest in energy conservation measures. In addition, it has entered info two 20-year financial arrangements to
buy energy credits at a reduced cost. These net metering agreements will szve the District $1.2 million over the term of the
contracts. The first of these agreements is expected to provide retums in the next fiscal year.

White health and safety measures are addressed immediately, it should be noted that the District has reduced or delayed
many of its capital projects. Thus far, its efforts to secure funding from the Massachusetts School Building Authority to renovate
the Shepherd Hill Regional High Schoot have not been successful. This is a high priority for the District and is necessary to
maintain its competitive edge in offering a quality educational experience to the children of Charlton and Dudley.

An exception to this trend is the District’s construction of an artificial turf field and other field improvements at a cost of $2.4
million. Local voters have approved a $2.2 million debt exclusion issue. Two generous private donors have pledged $1.1
million over the next 15 years to reduce the burden on the local taxpayer. Anticipated completion date is the spring of 2015.
The District is hopeful that addiional private donations will fund other capital needs and will continue to pursue State fundirig
for these purneses.

REQUESTS FOR INFORMATION

The financial report is designed to provide a general overview of the District's finances for all those with an interest in the
government's finances. Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Businass Office, Dudiey-Charlton Regional School District, 88 Dudley-Oxford Rd, Dudley,
MA 01571,

| Concluged |
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT

EXHIBIT A

GOVERNMENT-WIDE
STATEMENT COF NET POSITION
JUNE 30, 2014
Governmental Activities
Assets:
Current assets:
Cash . o e 9,477,754
-Due from other governments . ... 2,800,262
Deposits and other receivables . ..................... 980,588
Inventory .. ........ D R 15,955
Tolalcurrentassefs . ...\t e 13,274,557
Nencurrent assets:
Due from other governments - MSBA . ....... ..., .. 8,098,226
Capital assets - net of accumulated depraciation. .... ... 47 878,850
Tolal nONGUITENt ASSETS . . . o ottt 55,977,078
TOdal BSGEES v v et e e e 69,251,633
Liabiiities:
Current liabilitiss:
Accounts and otherpayables ... .............. ..l 1,460,728
Accrued interestpayable ... .. ... ..o 53,647
Accrued payroll . .. .o 3,312,680
Withholdings and retiree payments. .............. ... 103,543
Accrued vacation and other benefits. ............ ... .. 390,596
Fees collectedinadvance .. .............. .00 14,130
Bond anticipationnote. ... ... 150,000
Total current abilities . .. ..o s 5,485,534
Noncurrent liabilities: ‘
Due within one year - bonds payable . .................... ... S 2,730,000
Due in more than one year:
Bondspayable ............... ... 12,280,000
Qther post employment benefit obligations (OPEB) . . ... 10,456,145
Compensated absences .. .. ..o 1,705,310 .
Totalduginmore thanoneyear. ... 24 441,455
Total liabilities ... .......... . i e 32,656,989
Net position:
Invested in capital assets, net of related debt ... ...t 32,868,850
Restricted for: ‘
Granf and revolving activity . ............ ..o 12,450,252
SewerUSE charges . .. ..o veer v, 37,822
Iventory . ... 15,855
CCapitalprojects .. ... 7,322
Totalrestrigted . ..o oo e 12,511,051
URreStCtBE . . oo v v eeiee e eeeeeens R (8,785,257
Total nef position .. ... ..o 36,594,644

See accompanying notes to the basic financial statements,



EXHIBIT B

DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
GOVERNMENT-WIDE
STATEMENT OF ACTWVITIES
FOR THE YEAR ENDED JUNE 20, 2014

Governmental Acfivities
Program Revenugs

Expenses Operating Net Revenue/
for all Grants, Member Charges (Expense) and
Functionsand  Contributions Capitat Town for Changes in
Functions/Programs Programs and Aid  Coniribuiions Assessments  Services Other Net Position
Administration .. ... ... ... L. 1,930,759 - - - {1,930,758)
Regularinstruction . ................... 20,437401 1,378,386 . 10,868 43,018 (19,005,129)
Preschool and special education...... ... 9,572,104 1,571,120 - - 67,840 . - (7,933,144)
Ancillary school services................ 2,038,333 421,341 - - 920,337 29,089 (667,566}
Maintenanice and operations . ........... 3,508,857 - - - 56,962 - (3,451,895)
Insurance and employee benefits .. . ... .. 25,101,676 5912420 - - 0,924,921 15,774 {9,248 561)
Transporation ... voovvvereereinninn, 2804091 1,579,060 - - - . (1.225,031)
Sewerusecharges . . ................. 25,796 - - 13,849 - - (11,947)
Unallocated depreciation (*). . ........... 1,631,703 - - - - - (1,631,703)
Debt service - interest on long-term debt. . . 916,044 - 635,376 1,084,126 - - 803,458
Tetalaclivittes . .. .......ooovvs e 67,966,764 10,862,327 635,376 1,087,975 10,980,928 87,881 {44,302 277)
General revenues; .
ASSBSSMENtS 0 BB  OWNS L L.ttt e e e e 16,321,884
Grants, contributions and aid not restricled to specific purposes ... e 23,837,398
1 R P 18,600
0T oY o o T S O P 2,261
T P 79,923
Total general TEVENUBS ... 't e et et ee s e 40,260,066
L0 T T O (4,042 219)
Net posifion - beginning of the Year . ... . [T 40,636,855
Nef position - end of the Year . .. ..o 36,594,644

{*} Tolal depreciation expense was $1,776,200; $144,497 was allocated to various cost centers and
the balance of $1,631,703 was unaliocated.

See accompanying notes to the basic financial statements.
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT

EXHIBIT €

See accompantying noles io the basic financial statements.

4

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2014
Other Total
Health Nonmajor Governmental
General Insurance Governmental Funds
Assets:
POGIE CASN L oo e 7,617,065 121,083 1,739,566 9,477,754
DuefromMBBA . ... . e 10,446,963 - - 10,446,963
Due from other governments . ............. ..o - - 428,435 428,435
Deposits and other receivables. . ... ..o 13,628 366,958 - 950,586
fnventory ... ......... e - - 15,955 15,955
Totalassets . .. ... o 18,077,656 1,088,051 2,183,986 21,349,693
Liabilifies, deferred inflow of resources, and fund balance
Liabilities:
Accounts payable and other ligbilities .. ............o oo 867,763 792,965 - 1,460,728
Accruedpayroll ... ..o 3,312,890 - - 3,312,890
Withholdings and retiree payments. . ... 5,634 97,909 - 103,543
Accrued vacation and otherbenefits, . ......... ... o 390,586 . - 390,586
Feescollected inadvance ... - - 14,130 14,130
Bond anficipation note, ... ... oo o - - 150,000 150,000
Total fiabilifies . ... .. .. e 4,376,683 890,874 164,130 5,431,887
Deferred inflow of resources - unavailble revenues .. ........... ...y 10,446,963 - - 10,446,963
Fund balance:
Nonspendable ...t TR - 15,935 15,955
Spendable:
Restricted . ... e - - 2,017,721 2,017,721
ComMItEBE ..o 37,522 187,177 7322 242,024
Assigred .. .o 1,300,000 - - 1,300,000
Unassigned - available for appropriation . ..........ocovveen . 1,916,288 - (21,142) 1,895,146
Totalfund balances . .......ooovv i 3,253,510 187,177 2,019,856 5,470,843
Totsl liabilities, deferred inlow of resources, and fund balances 18,077,656 1,088,051 2,183,986
Recongiliation of fund balances {o govemment-wide stalement of net pesition.
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and therefore are not
reported in the governmental funds statement. The details of this difference are as follows.
07 7T 80,599,694
Accumulated depracialion. . ... vv vt e e i e (32,720,844)
Net adjustment to increase the fund balance of the governmental funds, .. ..., 47,878,850
Lang-term liabilities, including compensated absences, are not due and payable in the current
period and therefore are not reported in the governmental funds statement.
The details of this difference are as follows.
Bonds payable. . . ... o {15,010,000%
OPEB obligations. . .. ..o oot e (10,456,145}
Compensated AHSENCES. . .. v\ .\t e e e {1,705,310)
Net adjustment to decrease the fund balance of the governmental funds. . ... (27,171,455}
Accrued interest payable is not recognized as an expenditure and therefore is not reported in the
governmental funds StAEMENES .. ... oot {53,647)
Unearned revenue associated with receivable from MSBA for reimbursement of bond principal. ....... ... i 10,446,963
Accrued interest recaivable oM MEBA . ... .. . e e e e 23,080
Net pasition (Exhibit A) . . ..o e e 38,594,644



EXHIBIT D

DUDLEY-CHARLTON REGIONAL SCHOOL
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2014

State Payment
On-behalf of .
Teacher Other Total
Health Retirement Nonmajer Governmental
General Insurance Fund Governmental Funds
Revenues;
TOWN 8S58SSMENALS o o v e e e e e 17,419,859 - - 17,419,859
Intergovernmental ., ..., ... 27,845,016 5,912,420 3,370,847 37,128,283
District confributions . . ... . 4,782,149 . - 4,792,199
Employee and retiree contributions ................. - 1,799,297 - - 1,799,297
Insurance recoveries and refunds . ... .............. . 3,331,940 - - 3,331,840
Fees and charges forservices . .................... 2,261 1,485 - 1,056,007 1,069,753
= 18,600 - - - 18,600
Other . 53,770 15,774 - 98,260 167,804
Total revenues . .. .. o e 45339506 9,940,895 5,912,420 4,525 114 65,717,735
Expenditures: :
Administration & district wide costs ................. 1,916,526 - . 1,916,526
Regufarinstruction . ... ..o 18,469,163 - 1,849,884 20,419,044
Preschool and special education . . . .. .. S 7,794,378 - 1,773,793 9,568,169
Ancillary school services. . ... ... ... 690,279 - 1,274,289 1,964,568
Maintenance and operations . ..................... 3,415,781 - 31,185 3,446,936
Insurance and employee benefits .. ................ 6,993,57¢ 10,461,532 5,912,420 - 23,367,522
Transportation .. .......... ... .. 2,804,091 - . 2,804,091
Assetacguisiion............ .o . - 47,295 47,295
SEWEY USE ChAIGES. ..o\ e et ee e iitieeeenis 25,796 . - 29,196
Debt service -principal ......... ...l 2,605,000 - . 2,605,000
Debtservice -interest, .. .o..vvieiir s 921,531 - - 921,531
Totalexpenditures . ........................ 45636,113 10,461,832 5912420 5,076,413 67,086,478
Netchangesinfundbalance.. ........................ (296,607)  (520.837) - {551,299) (1,368,743)
Fund balange - beginning of year....................... 3,550,417 718,014 - 2,571,155
Fund balance -endofyear........... ... ... ... oot 3,253,810 197,177 - 2,019,856
Reconciliation of the net changes in fund balances for the governmental funds and
the change in net position as reported in the government-wide statement of activities
{See Exhibit H - Note 2) ‘
Capital outlays net of depreciation expense and disposals . ... i e (1,725,140
Nel change in certain acorued reCeivabies . . ... . e o e (1,793,182)
Net change in certain accrued lighiliies including debt . .. ... .. o 844 854
Change in net position of the government-wide statement of aclivilies {ExhibitB). . ... ... oo, (4.042211)

See accompanying notes to the basic financial statements.
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DYDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL (BUDGETARY BASIS)
FOR THE YEAR ENDED JUNE 30, 2014

EXHIBITE

Budget Actual Over/
General {Under}
QOriginal Transfers Adjusled Fund Budget
Revenues
Town assessments:
Operating assessments:
DUTIBY. . . vvie s 5,936,597 - 5,436,587 5,938,597
Charton. . ..o e 10,371,438 - 10,371,438 10,371,438
Capital assessments:
DUGIBY. v vevve et e 615,964 615,864 615,964
CRBEHON, .\ e 482,011 482,011 482,011
Sewer assessments: :
Dudley, , - oo e 4,134 - 4134 4,134 -
Chatfon. . ... e 9,715 - 9,715 9,715 -
Total Town Assessments............ 17,419,859 - 17,419,859 17,419,859 -
State:
Chapter 70 - schoolaid. . ......oovvioniinn 23,744,648 - 23,744,648 23,744 648 -
MSBA relmbursement. ........ ... 2,428,557 - 2,428 557 2,428,558 1
Transportation, ... ... i 1,411,192 1,411,192 1,579,06C 167,868
Medicaid reimbursements . .................. - - - 38,735 88,735
Charter school reimbursements. . .............. - - - 4015 4,015
TotalState. . ........ooieennn s 27,584,397 27,584,397 27,845,018 260,619
Loca!
Interast, . e - - 18,600 - 18,600
Facility rentals. .. ...t - - 2,261 2,261
Miscellaneous and refunds. .. ... ... - - 53,770 53,770
Tolallocal. ...t - - 74,531 74,631
Tolal FeVERUGS. . . . o oot 45,004,258 45,004,256 45,339,506 335,250
Other financing sources:
Transfers from fund balance:
Reserve o reduce assessments. .......... 1,250,000 4,250,000 1,250,000 -
Reserve for sewer assessments. .......... - - 1,314 1,314
Total revenues and other financing sources. .. ....... 46,254,258 45,254,256 46,530,820 336,564
Expenditures
Operaling: ‘
Districkwide. . ......... .0 i it 14,149,253 - 14,149,253 13,683,216 (286,037
Masonroad school. .. ............. ... . co.h. 2033412 26,000 2,058,412 2,033,012 (25,400)
Dudley elementary school. ..........oooviviss 2,693,556 26,200 2,719,756 2,680,821 (38,835)
Charlton elementary school. ... vi oo 3,164,690 - 3,164 880 3,063,531 (101,359}
Heritage schoel. .. .....vv oo 3577416 (60,000) 3517416 3,505,118 (12,298)
Shepherd hill regional high schoel. ... .......... 7,338,605 105,000 7,440,608 7,385 810 (54,995)
Charlien middle school. . ... 5,370,688 (96,200)  5.274,488 5,244,810 (29,678)
Dudiey middle school, .. ..o 4,375,204 - 4,375,204 4,307,668 (67.536)
Total Operating. . ...........oocvvns 42,700,024 - 42,700,024 42 083,786 {616,238}
Capital:
Seweruse Charges. .. ..ot viurin e 27,700 27,700 26,796 {1,904)
Debt $8RVILE. v v vrvr e 3,528,532 3,526,532 3,526,531 0]
Totaf Capitai. ... . ... N 3,554,232 3,554,232 3,552,327 {1,805)
Tolal expendilures. . ..... ... ... o i 46,254,256 46,254,256 45,636,113 (618,143}
Net changes in fund balances. . ... - - 954,707 854,707
Reconcliatior of GAAP basis lo budgetary basis; Other Net
Financing Change
Revenugs Sources  Expenditures Fund Balance
Reported on GAAP basis (Exhibit D) general fund . 45,339,508 - 45,836,112 (296,607)
Transfers fromfund balance, . ........... ... - 1,251,314 1,251,314
Reported on budgetary basis {Exhibit E). . ... . ... 45,339,508 1251314 45636113 954,707

See accompanying notes to the basic financial statements.



EXHIBIT F
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT

FIDUCIARY FUNDS
STATEMENT OF NET POSITION
JUNE 3, 2014
Private-
. Purpose Agency
Trust Funds Funds Total
Assets: .
Pooledecash. .............. 48,745 224,353 273,098
Liabilities;
Payroll withheldings. . . ... ... - 7,431 7,431
Due fo students groups .. .. .. - 216,922 216,922
Total liabilities. .. ...... - 224,353 224,353
Net position:
Reserved for trust funds . .. .. 48,745 - 48,745

See accompanying notes to the basic financial stalements.

l
EXHIBIT G
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
FIDUCIARY FUNDS
STATEMENT OF CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2014

Private-
Purpose

Trust Funds

High school scholarship funds:
Revenues:

Contributions and interest, . ........................ 10,586
Expenditures: '

Scholarships. .. ..o e 2935
Changesinnetposiion....................... ... ... ... 7,651
Net position:

Beginningofyear........... ... .o ie e 41,094

Endofyear. ... oo 48,745

See accompanying nofes to the basic financial statements.
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' EXHIBITH
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting entity

The Dudley-Charlton Regional School District (ihe District) operates under a regional agreement established in 1971. The
District, comprised of the Towns of Dudiey and Charlton, serves the educational needs of students in grades pre-K through
12.

The form of government is an elected seven-member school commitiee, which is responsible for appointing 2 Superintendent
who is the chief operating official for the District.

The District operates seven schools located in the towns of Dudley and Charlton, Massachusetts. The District apportions its
operating and capital costs, fo its member towns based upon State law, student enrollment and the regional agreement.

The accourting policies of the Disirict conform to generally accepted accounting principles (GAAP) as applicable ta
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting bedy far
establishing governmenital accounting and financial reporting principles. The following is a summary of the more significant
policies. :

As required by generally accepted accounting principles, these financial statements present the District and its component
units, entities for which the District is considered fo be financially accountable. Blended component units, although legally
separate entities are, in substance, part of the government's operations and so dafa from these units are combined with data
of the primary government. Each discretely presented component unit (if any}, on the other hand, is reported in a separate
column in the government-wide financial statements to emphasize it is legally separate from the District. Any blended or
discretely presented component unit present has a June 30 year-end. Based upon the foregoing criteria, the District has no
component units that would require either blended or discrete presentation in these basic financial statements.

B, Joint Venture ~ Southern Worcester Educational Collaborative

The District is a member of the Southern Worcester Educational Coliaborative (the "Collaborative”). The Collaborative
provides various educational programs and transportation to its members which would not be feasible for individual school
systems to provide. The District incurred $1,947,726 of expenditures associated with services provided by the Collabarative
in the current fiscal year.

The Collaborative is separately governed and issues its own financial statements which are available from the Collaborative’s
business office.

C. Basis of presentation

Governmeni-wide financial statements

The gavernment-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the primary government and its component units (if any). For the most part,
the effect of interfund activity has been removed from these statements. Governmental activities, which normally are
supported by assessments and intergovemmental revenues, are reported separately from business-fype activities, which rely
fo a significant extent on fees and charges for support. The District does not have, and therefore does not report, any
business-type activities.
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EXHIEIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
C. Basis of presentation (continued)

Government-wide financial statements {continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment is offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. 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 or segment and 2) grants and contibutions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Assessments and other items not preperly included
among program revenues are reported instead as general revenue. '

Separate financial staternents are provided for governmental funds and fiduciary funds, even though the latter are excluded
from the government-wide financial statements. Major individual governmental funds are reported as separate columns in the
fund financial statements.

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

Fund financial statements

Fund financial statements of the District are organized into funds each of which are considered te be separaie accounting
entities. Each fund is accounted for by providing a separate set of self-balancing accounts, which constitute its assets,
liabilities, fund equity, revenues, and expenditures.

Funds are organized as major fund or non-major funds within the governmentai statements because emphasis is placed on
major funds within the governmental category. A fund is considered major if it is the primary operating fund of the District or
if it meets the following criteria;

a. Total assels, iabilities, revenues, or expenditures/expenses of that individual governmental or enterprise fund are
at teast 10 percent of the corresponding element total {assets, liabilities, ete.) for all funds of that category or type
{that is, total governmentat or total enterprise funds), and

b. The same element that met the 10 percent total in {a), is at least 5 percent of the corresponding element total for all
governmental and enterprise funds combined.

In addition, any other governmental or enterprise fund (if any) that the District believes is particularly important to financial
statement users may be reported as a major fund.

Governmental activiiies

Governmental funds are identified as general, special ravenue, capital projects or debt service funds based upon the following
quidelines.

General fund — is the general operating fund of the District and is always classified as a major fund. It is used to account
for all financial resources except those required to be accounted for in another fund.
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: EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
C. Basis of presentation (continued)

Governmental activities (cohtinued}

Special revenue funds — are used o account for the proceeds of specific revenue sources (other than major capital
projects) that are legally restricted to expenditures for specified purposes.

Capital project funds — are used to account for financial resources to be used for the acquisition or construction of major
capital facilities {other than those financed by trust funds).

Health insurance fund — is used to account for health insurance providad to the District's employees and refirees who
elect coverage under certain Blue Cross plans.

Fiduciary funds {noi included in government-wide statements)

Fidusiary funds arg identified as either private-purpose trust funds or agency funds based upon the following guidefines.
Private-purpose trust funds — are used to account for resources legaily held in trust for scholarship payments.

Agency funds - are used to account for assets held by the District as an agent for individuals, private organizations,
and/or other governmental units.

Maiar Funds
The District reports the following major governmental funds.

General fund
Health insurance fund
State payment on-behalf of teacher retirement fund

Nonmajor funds
The District reports the following nonmajor funds.

Special revenue funds:

Revolving funds

All federal, state, and other grant funds
Capital project funds

Alf activities

Fiduciary funds
The District reports the following fiduciary funds.

Private-purpose frust funds:
Scholarship trust funds
Agency funds:
Student activities funds
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EXHIBITH
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
‘ FOR THE YEAR ENDED JUNE 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
D. Basis of accounting

Government-wide financial statements

The government-wide financial statements are reported using the economic resources measurement focus and the acerual
basis of accounting. Under the accrual basis of accounting, revenues are recorded when earned and expenses are recorded
when a liability is incurred or an economic asset used, regardless of the timing of related cash flows. Revenues, expenses,
gains, losses, assets, and liabilities resulting from exchange and exchange-like transactions are recognized when the
exchange takes place.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges
nrovided including specific member town assessments, 2) operating grants and contributions, and 3) capital grants and
contributions. Revenues not classified as program revenues (e.g. general member town assessments) are presented as
general revenues.

When both restricted and unrestricted resources are available for use, except in the case of debt service, it is the District's
policy to generally use restricted resources first, then unrestricted resources as they are needed.

Fund financial statements

Financial statements for governmental fund types are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues to be available if they are collected

" within B0 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

The annual assessments to the District's member towns for operating and capital costs, state aid, various inter-governmental
revenues, tuition fees, and interest income as earned, comprise the significant revenues susceptible to accrual. Contributions,
gifts, and other miscellaneous revenues are recorded as revenues when received because they are generally not both
measurable and available until actually received.

Federal and state grants and other entitlements are recognized as revenue in the period the Districtis entitied to the resources
and the amounts are available. Expenditure-driven programs currendly reimbursable are recognized as revenue when the
qualifying expenditures have been incurred and the amounts are available. Amounts owed to the District which are not
available are recorded as receivables and unearned revenue. Amounts received prior to the entitlement period are also
recorded as unearned revenue.

Fidugiary fund financial statements use the accrual method of accounting.
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' EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
D. Basis of accounting (continued)
Measurement focus

The government-wide financial statements for governmental activities and the fund financial siatements for the fiduciary funds
are presented using the economic resources measurement focus. Under this concept, revenues and expenses are matched
using the accrual basis of accounting.

The measurement focus of all governmental funds is the flow of current financial resources concept. Under this concept,
sources and uses of financial resources, including capital outlays, debt proceeds and debt retirements are reflected in
operations. Resources not available to finance expenditures and commitments of the current period are recognized as
unearned revenue or a reservation of fuad equity. Liabilities for claims, judgments, compensated absences and pension
contributions, which will not be currently liquidated using expendable available financial resources, are included as liabitities
in the government-wide financial statements but are excluded from the governmental fund financial statements. The related
expenditures are recognized in the governmental fund financial statements when the fiabilities are liquidated.

E. Assets, liabilities, and net position or equity
1. Deposits and investments
Generally, the District's Treasurer is authorized to invest in the following investments: term deposits or certificates of
deposit, trust companies, national hanks, savings banks cr banking companies, or obligations issued or unconditionally
guaranteed by the United States government or an agency thereof and having a maturity from date of purchase of ane
year or less, with certain other limitations. '

2. Receivables and payables

"Receivables from and payables to other governments (i.e., the Commonwealth of Massachusetts and its palifical
subdivisions) are reported as "due from other goveraments” and “due to other govemments”, respeciively.

3. Inventories and prepaid assets

Inventories, if any, are valued at cost using the firstinffirst-out (FIFO) methed. inventories of governmental funds are
recorded as expenditures when consumed rather than when purchased.

" Certain payments to vendors, if any, that reflects costs applicable io future accounting periods are recorded as prepaid
items in both government-wide and fund financial statements.

4, Capital assets

Fund financial statements

In the fund financial statements, fixed asseis used in governmental fund operations are accounted for as capital outay
expenditures of the govemnmental fund upon acguisition. Fixed asset are not capitalized and related depreciation is not
reported in the fund financial stalements.
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~EXHIBITH
DUDLEY-CHARLTON REGIONAL SGHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
E. Assets, liabilities, and net position or equity (continued)
4. Capital assets {continued)

Government-wide financial statements

Capital assets, which include construction in progress, buildings, machinery and equipment, computers, and vehicles,
are reported in the applicable governmental or business type activities (if any) columns in the government-wide financial
statements, Capital assets are defined by the District as assets with an initial, individual cost of more than $5,000 and
an estimated useful life in excess of two years. Such assets are recorded at histerical cost or estimated historical cost if
purchased or constructed. Significant donated capital assets are recorded at estimated fair market value at the date of
donation. :

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend the asset's life
are not capitalized. Major outlays for capital assets and improvements, for which the District has title are capitalized as
projects are constructed.

Property, plant, and equipment of the District are depreciated using the straight line method over the following estimated

useful lives:
Assats Years
Buildings ................. 50
Land improvements ... ..., 20
Machinery and equipment ..,  5-15
Computer equipment .. .. ... 3-10
Vehicles ................. 8

5, Long-term obligations

In the govemment-wide financial statements long-term debt and other long-term obligations are reported as fabilities.
Bond premiums and discounts, as well as issuance costs, are unearned and amortized over the life of the bonds using
the effective interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance
costs are reported as unearned charges and amortized over the term of the related debt.

In the fund financial statements governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current period. The face amcunt of debt issued is reported as other financing sources.

Premiums received on debt issuances are reported as other financing sources. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debi service expenditures.

6. Compensated absences

The District records a liability for compensated absences refated to the buyback of unused sick days and earned vacation
days. :
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
E. Assets liabilities, and net position or equity (continued)
6. Compensated absences (continued)

It is the District's policy to permit employess to accumulate unused sick days in accordance with a labor agreement with
the teachers and wages and bensfits schedules for other employees. With the exception of teachers, unused sick days
are forfeited. Upon refirement, teachers who have accumulated sick days can buy back these days at a reduced rate,
The liability for the buyback of sick days is reported in the financial statements as described below.

s For employees who retire by the end of the fiscal year and are paid in the subsequent fiscal year, the liability
related to the buyback of sick days is reported as a current liabifity in both the governmental and govemment-wide
financial statements.

« For the remaining employees, the liability for the buyback of sick days is reporied as a non current liability in the
government-wide financial statements.

Employees earn vacation days based upon the number of fiscal years of service they worked prior to the start of the
current fiscal year (e.q. if an employee had worked for the District for one year as of June 30, 2014, that employee may
be eligible to receive two weeks of paid vacation during the next fiscal year (FY2015). With only a few exceptions for
key administrators, vacation time must be taken during the year it is credited. Vacation time which is eamed and not
taken is not permitted to be carried forward to the next fiscal year. The District records the liabitity for vacation pay as a
current liability in both the governmental and govemment-wide financial statements

7. Economic dependency

The District provides education to the children of the Towns Dudley and Charlton. If receives a substantial portion of its
revenues from these towns, as well as from the Commonweaklth of Massachusetts, and as such, is dependent on the
econamic environment of these towns and the Cemmonwealth.

8. Fund equity

(Government-wide financial statements

Equity is dlassified as nef position and displayed in three componenis:

1. Invested in capital assets, net of related debt - consists of capital assets including restricted capital assets, net
of accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other
borrowings that are attributable to ihe acquisition, construction, or improvement of these assets. If there are
significant unspent related debt proceeds at year-end, the portion of the debt attributable to the unspent
proceeds are not included in the calculation of invested in capital assets, net of related debt.

2. Restricted net posilion — consists of net position with constraints placed on the use either by 1) external groups
such as creditors, grantors, contributors, or laws or regulations of other governments or, 2) law through
constitutional provisions or enabling legislation.

3. Unrestricted net position - consists of all other net positions that do not meet the definition of "restricted” or
“invested in capital assets, net of refated debt".
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOQL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
E. Assets, liabilities, and net position‘ or equity (continued)
8. Fund equity (continued)

Fund financial statements

In the fund financial statements, governmental funds report aggregate amounts for five classifications of fund balances
based on the constraints imposed on the use of these resources. The nenspendable fund balance classification includes
amounts that cannot be spent because they are either (a) not in spendable form ~ prepaid items or inventory; or (b)
lagally or contractually required to be maintained infact:

The spendable portion of the fund balance comprises the remaining four classifications: restricted, committed, assigned,
and unassigred.

Restricted fund balance. This classification reflects the constraints imposed on resouices either (a) externally by
creditors, grantors, and contributors, of laws or regulations of other governments; or (b) imposed by law through
constitutional provisions or enabling legislation,

Committed fund balance, These amounts can only be used for specific purposes pursuant fo constraints imposed
by formal resclutions of the District's school committee ~ the government's highest level of decision making autherity.
Those committed amounts cannot be used for any other purpose unless the school committee removes the specified
use by taking the same type of action imposing the commitment. This classification also includes contractual
obligations to the extent that existing resources in the fund have been specifically committed for use in satisfying
those contractual requirements. '

Assigned fund balance. This classification reflects the amounts constrained by the District’s “intent” to be used for
specific purposes, but are neither restrict nor committed. The District's assistant superintendent for business has
the authority to assign amounts to be used for specific purposes. Assigned fund balances include all remaining
amounts (except negative balances) that are reperted in governmental funds, other than the general fund, that are
not classified as nonspendable and are neither restricted nor committed. .

Unassigned fund balance. This fund balance is the residual classification for the general fund. It is also used to
report negative fund balances in other funds.

When hoth restricted and unrestricted fund balances are available for use, it is the District's policy to use externally
restricted resources first, then unrestricted resources - committed, assigned, and unassigned ~ in order as needed.

9. Use of estimates
The preparation of the basic financial statements in conformity with accounting principles generally accepted in the United
States of America requires management 1o make estimates and assumptions that affect the amounts reported in the

basic financial statements and accompanying notes. Specifically, regarding compensated absences, the OPEB (other
post-emplayment benefits) cbligations, and the useful lives of fixed assets. Actual results may differ from those estimates.
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

2,

RECONCILIATION OF GOVERNMENT-WIDE AND GOVERNMENTAL FUND FINANCIAL STATEMENTS

The reconciliation between net changes in fund balances reported in the governmental funds statement of revenues,
expenditures, and changes in fund batances (Exhibit D} and the change in net position of the government-wide statement of
activities (Exhibit B) is explained below.

Net changes in fund balances - total governmental funds (Exhibit D) . ... $ (1.368,743)

Amounts reported for governmental aclivities in the government-wide statement of activities
are differenl because:

Governmental funds report capital outlays as expenditures. However, in the government-wide statement of
activifies, the cost of those assets are aflocated over their estimated useful lives as depreciation expense.
The companents of this reconciling item are:

June 30, 2013 June 30,2014 Nei Change

Capitalassets . ........... oo $ 80,650,886 $ 80,599,894 § (51,192)
Accumulated depreciation , ... ... .o {31,046,806) (32,720,544} {1,673,848)
] {1,725,140)

The following are changes in the balance of accounts receivable from the beginning to the end of the year in the
government-wide financial statements that do not affect revenues in the governmental funds financial slatement,

June 30, 2013 June 30, 2014  Net Change

Reaceivable from MSBA nef of the reimbursemeni for

interestoosts. ... o $ 12,238,283 § 104458963 § {1,791,320)
Accrued interest recaivable .. ... . L 24,952 23,090 {1.862)

L P (1,793,182)

The following are changes in the balance of accrued llabilities from the beginning to the end of the year in the
government-wide financial staiements that do nof affect expenditures in the governmental funds financial statement.

June 30, 2013 June 30, 2014  Net Change

Bondspayable. ... $ (17,615,000) $ (15,010,000) § 2,605,000

OPEB obligations ... .............coi i (8,721,991)  (10,456,145) {1,734,154)

Accrual for long-term portion of compensated absences. . . (1,673,831) (1,705,310) (31,479)

Accrual for interest payableondebt . ......... .. ... (59,134} (53,847 5,487

Tl . e e e e 844,854
Change in nat position of the government-wide statement of activities (ExhibitB) .. ............ ..o oo, § (4,04221)
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FiNANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

3, STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary information

The annual budget for the general fund is adopted on a basis consistent with generally accepted accounting principles except
that encumbrances are recognized as expenditures. All annual appropriations lapse at fiscal year end. Capital project and
certain special revenue funds adopt project-length and grant-length budgets, respectively. The District does not adopt an
annual budget for the Heaith Insurance Fund.

The School Committee authorizes capital project funds’ expenditures. Capital appropriations do not lapse until the purpese
for which they are designaied is compieted. Expenditures in excess of adopted budgets can be made only upon the authority
of a supplemental appropriation or an approved budgetary transfer.

The District follows these procedures, in establishing the budgetary data for the general fund.

» A proposed annual budget, incuding capital costs, is prepared by the Superintendent for adoption by the School
Committee, The annual budget includes proposed expenditures and the means of financing them.

s Public hearings are conducted in the District to obtain taxpayer comments from the member towns.

» In accordance with the District Agreement, the Schocl Committee adopts a final budget no later than 45 days prior
to the earliest scheduled town meeting.

+ The final budget, divided between operafing costs and capital costs, is then apportioned amang the member towns
based upon state mandated minimum contribution requirements and various student enrollment data. The
apportioned amount for each member town must be certified by the District's Treasurer to sach of the Treasurers of
the member towns within 30 days from the date on which the annual budget was adopted by the School Committee.

»  Each member town includes its share of the regional school assessment with alf other proposed appropriations for
town meeting approval.

» The legal level of budgetary control (i.e., the level at which expenditures may not legally exceed appropriations) is
the total annual budget. ' ‘ :

Both cperating and capital assessments are fevied annually against the member towns of the District for the fiscal year
teginning July 1, and are due and payable in six installments as follows: 15% by August 10, 30% by September 10, 50% by
November 10, 70% by February 10, 90% by April 10, and 100% by May 10.

Capital costs, as defined in the District's Regional Agreement, generally relate to costs incurred to construct or improve school
plant operations. The Regional Agreement also requires that the costs for sewer usage be assessed separately and thus are
included as part of the annual capital assessment. if debt was incurred to pay for these costs, capital costs will inciude
payment for principal and interest on such debt. Debt, sewer usage charges and capital costs are assessed to member
towns based on their student enroflment as of October 1%t of the preceding fiscal year.
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

3. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (continued)
A. Budgetary information (continued)

Operating costs include all other expenses not listed as capital cost s, as well as interest on ternporary notes issued by the
District in anticipation of revenue. Current year's operating costs are apportioned to member towns on the basis of their
student enroliment as of October 15 of the preceding fiscal year, in conjunction with the minimum contribution requirement
dictated by the Education Reform Act.

Encumbrance aceounting, under which purchase orders, contracts and other commitments are recorded in order to reserve
that portion of the applicable appropriation, is employed as an extensicn of the formal budgetary process. Encumbrances
outstanding at year-end represent the estimated amount of expenditures ultimately to result if outstanding purchase orders
at year-end are filled and if contracts in progress at year-end are completed. For GAAP purposes, encumbrances outstanding
at year-end do not constitute expenditures or liabilities and, therefore, are presented in the combined financial statements as
a component of assigned fund equity. As of June 30, 2014, the general fund had no outstanding encumbrances.

B. Excess of expenditures over appropriations

During the current fiscal year, the District's total general fund expenditires did not exceed appropriations.

C. Fund Deficit

At June 30, 2014 the District's athle’uc field renovation caplial project fund has a deficit balance of $21 142, This deficit will
be eliminated in future years with the issuance of bonds.

4, DETAILED NOTES ON ALL FUNDS
A. Pooled cash

The District has a central treasury function controlled by the District's Treasurer. Therefore, there is one “pool” of cash,
composed of various bank accounts {rather than separate cash accounts for each fund). Each fund reports the amount due
from or fo the central treasury as "pooled cash”.

Custodial credit risk for deposits is the risk that, in the event of failure of a depository financial institution, a government will
not be able to recover its deposits or will nct be able to recover collateral securities that are in the possession of an outside
party. The District tries to limit its custodial risk by depositing cash in varicus banks. The District has no formal policy mitigating
the effects of credit or interest rate risk. The pooled cash is summarized below,

Governmental Fiduciary
Funds Funds

(ExhibitA& C}  {Exhibi{ F). Totals
Insured (FDIC & other). ... ... $ 750,000 $ 328481 § 1,078481
Remaining balance .. ....... 9,567,872 61,327 9,629,199
Total deposits ., ........... 10,317,872 389,808 10,707,680
Various reconciling items . . .. {840,118} {116,710} {658,828)
Total pooled cash, ... ... ... $§ 9477754 § 273098 § §,750,852
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

4, DETAILED NOTES ON ALL FUNDS (continued)
B. Receivables and deposits

Receivables and deposits as of the end of the fiscal year were as follows:

Financial Firancial
Statements Staiements
{Exhibit C) (Exhibit A}
Due from other governments:
Commonwealth of Massachusetts:
MSBA reimbursement for:
Bond principal. . ... oo $ 10,446,963 $ 10,446,863
Bond interestdue currently. .. ............. - 23,090
Various grants and reimbursements. . ........... 428,435 428,435
Total due from other governments. . ......... § 10,875,398 $ 10,898,448
Deposits and other receivables: -

- Flexible spending account, . .. ....ovvvieeenian 5 11,376 $ 11,376
Insurance claims receivable for health care expenses . . 651,958 591,858
Haalth care expenses and employee benefits . ... .. .. 275,000 - 275,000
Other 2,252 2,252

Total deposits and other receivables . ... ...... $ 980,586 b 980,586

C. Capital assets

Asset recognition

The District's capital asset activity for the year ended June 30, 2014 is fisted below.

Capital Assets - Accumulated Depreciation
Beginning Nat Ending Beginning Nat Ending Net Book’
Description Balance Change Balance Balance Change Balance Value

Capitat assets, nof being depreciated:

! § 500,000 % - 5§ 500000 % - § - $ - $ 500,000
Capital assets, being depraciated:

Land improvements , ... .... 1,818,321 (50,500) 1,868,821 (1,102,607} {26,359) (1,128,966) 739,855

Buildings, . ........ovvins 75,586,198 - 75,589,198 (27,867,847)  (1,547.572) (29,415,419} 46,173,779

Machinery and equipment. .. 2,468,215 1692) 2,468,523 {1,952,584) (86,393) (2,038,977} 429,346

Vehicles. ................ 173,152 - 173152 {123,858) {13,624) (137,482} 35,670
Total, oo § 80,050,885 § (51,197) § 80,580,604 § [31,046,896) § (1,673,848) § (32.720.844) $ 47.878.:850
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EXHIBIT H

DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2014

4. DETAILED NOTES ON ALL FUNDS {continued)

C. Capital assets {(continued)

The following is an analysis of the net change in capital assets and accumulated depreciation.

Capital Assels Accumulated Depreciation
Reclass- Reclass-
ifications Current ifications
and Net Year and Net
Description Additions  Deletions  Change Depreciation  Deletions Change
Land improvemenis ., ......... $ - § (50.500) 3 (50500) § (76,859) § 50500 §  {26,359)
Buildings.............oconis - - (1,547,572) - {1,547,572)
Machinery and equipment ... ... £1,060 (51,752) (692} (138,145 51,752 {86,333)
Vehicles. . ................... - - - (13,624) {13,624)
Total . .oovee $ 51,060 §{102,252) § (51,192} § {1,776,200) $102,252 § (1,673,945}

Depreciation expense, net of reclassifications and deletions, for the fiscal year ended June 30, 2014, was allocated as

follows:
Administration. . ... ....... § 10,298
Regular instruction. ..... ... 53,677
Ancillary school services. . .. 69,830
Maintenance and operations. 10,692
Unallocated depreciation. ... 1,631,703
Total............ e $ 1,776,200

D. Long-term liabilities

Changes in long-term liabilities

Long-term liability acfivity for the year ended June 30, 2014 is presented below.

Date  Maturity Qriginal Beginning Ending
Description Issued Date Amaount Balance Increases Reductions Balance Inferest
Long-term debt ‘ _
New school series A.... May82  Jun-18 § 41415000 § 14,330,000 % $ (2,605,000 $ 11,725,000 $ 749,068
New school seriesB.... May-89  May-19 § 3,285,000 3,285,000 . 3,285,000 172,463
Totalfong-lermdebt. .. ..o i 17,615,000 (2,605,000} 15,010,000 821,831
Compensated aDSENCES. ... ... vt 1,673,831 31,479 1,705,310 .
QPEB obligations. .................. e 8,721,991 1,734,154 10,456,145
Total long-term liabilifies ... oot $ 28,010,822 § 1765633 § (2,605,000) § 27171455 § 921531




EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

4. DETAILED NOTES ON ALL FUNDS (continued)
D, Long-term liabilties (continued)
As in prior years, the assets of the general fund were used in fiscal 2014 to pay current compensated absence obligations.
Long-term debt reported in the government-wide financial statements as of the end of the fiscal year was as follows.

Due Within Due After
Descriplion One Year One Year Total
Long-term debt
New school series A. ... § 2,730,000 $ 85995000 § 11,725,000
New schoof series B. . .. - 3,285,000 3,285,000

Tetal long-term debt. ... § 2,730,000 $ 12,280,000 § 15,010,000

Future debt service payments

The following is a schedule of [ong-term debt maturities and interest payments as of June 30, 2014.

Anticipated
Fiscal . Debt Service State District
Year Principal Interest Total Reimbursement Share
2015 § 2,730,000 § 788,025 % 3518025 § 2428557 % 1,089,468
2016 2,885,000 644,700 3,509,700 2,428,557 1,081,143
2017 2,995,000 494,288 3,480,288 2,428,557 1,060,731
2018 3,135,000 337,050 3,472,050 2,428,557 1,043,493
2019 3,285,000 172,462 3,457 462 2,428,557 1,028,305

Total $ 15,010,000 § 2,436,525 § 17,446,525 § 12,142,785  § 5,303,740

(*) Anticipated state reimbursement {due from MSBA) is based on the results of final audits of the eligible costs for all of the
District's construction projects. -

The anticipated state reimbursement for principal and interest is as follows:
Anticipated
State
Reimbursement

Principal. ... $ 10,446,963
Interest. . ... 1,695,822

Total....... $ 12,142,785

E. Short-term debt

To finance the renovation of the high school athletic field, the District issued the following bond anticipation note.

Date  Maturity Original Beginning Ending
Description |ssued Date Amount Balance Increases Reductions Balance Inferest
Short-term debt
Bond anficipation note, .  May-14  Apr-1§  § 150,000 3 - § 150,000 % - 5 150,000 $
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE.YEAR ENDED JUNE 30, 2014

4, DETAILED NOTES ON ALL FUNDS {continued)
F. Deferred Inflow of Resources
In fiscal year 2001 the District retroactively adopted the provisions of GASB Pronouncement #33 “Accounting and Financial
Reporting for Nonexchange Transactions”. This pronouncement aflows future state reimbursements for the payment of debt
principal fo be recagnized as a receivable offset by deferred inflow of resources in the generat fund.

Deferred inflow of resources as of June 30, 2014 is listed below,

Description {Exhibit C)

General Fund: :
Reimbursement from the Massachusetts School Building Authority ... .. § 10,446,963

G. Net position

A reconciliation between the fund balances reperted in the govemmenial funds balance sheet (Exhibit C) and the net position
in the government-wide statement of net position (Exhibit A) is presented below.

{Exhibit C} Net Position (Exhibit A)
Invested in
Fund capital assets
Balances net of debt Restricted  Unrestricted
~ General fund:
Unassigned-available for appropriation, ... ... ... $ 1916288 % - 3 - % 1916288
Spendable - committed .. .................... -5 - - 37,522
Spendable - assigned. .......... o 1,300,000 - - 1,300,000
Insurance fund:
Spendable - committed .. ... e 197,177 - . 197 477
Other nonmajor funds:
Nenspendable ............ocoo i, 15,955 - 15,935 -
Spendable -restricted. .. ........... ... oL 2,017,741 - 27T
Spendable -commitled .. .............. ... 7,322 - 7,322
Unassigned-availablz for appropriatien. ... ..... (21,142) . - (21,142}
Subtofal......... P, 5,470,843 . 2,040,998 3,429,845
Adjustments required by GASB #34; :
Capltél ASSelS .. e - 80,599,694
Accumulated depreciation , ..., ' - {32,720,844)
Qutstanding debt associaled with capital assets. . . - {15,010,000) -
MSBA receivable for principal . ................ - - 10,448,863 '
MSBA receivable for interest {current portion) . . . . - - 23,090 .-
OPEB obligations . ....ovvvviriee e e ieenn .. - - - {10,456,145)
Compensated absences . .................. .. - . - (1,705,310)
Accruedinterast. . ... v i - - (53.647)
Total o $ 5470843 § 32868850 $ 12,511,081 § (8,785,257}




: EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

4, DETAILED NOTES ON ALL FUNDS (continued)
H. Governmental fund balances

The following is a summary of the District's governmentat funds’ fund balances (Exhibit C) at year-end.

Health Other
General Insurance  Nonmajor
Description Fund Fund Funds Total

Nonspendable - inventory. ... .......................... % - % - § 15955 § 15955
Resfricted for;

Regularinstruction. .. ........... oo i - - 1,072,024 1,072,024

Prescheol and special educaton. . .................. - - 598,203 598,203

Ancillary schoolservices. . ........... ... ... ..., - - 265,658 265,656

Maintenance and operaions, .. ... .o i - - 81,838 81,838
Tolalresticted. . ... oo - - 2017721 207,721 -
Commited for;

SewerUse charges. . ... e 37,522 - - 37,522

Insurance and employee benefls. . ....... ... ... - 197,177 - 197,477

Capifal improvements. .. ... .ouvvvvenir e, - - 7,322 7,322
Totalcommitied. ... ... 37,522 197,177 7,322 242,021
Assigned for:

Reducfion of subsequent year's aperating assessments. .. 1,300,000 - - 1,300,000
Urnassigned - available for appropriaficns. ................. 1,816,288 - - (21,142) 1,895,146
Tetlfund balances. . .............. . $ 3,253,810 § 197,177 §$ 2,019,856 § 5,470,843

5. OTHER INFORMATION
A. Risk management

Commercial liability insurance

The District is exposed to various risks of loss relating fo torts; theft or damage of, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The District has obtained a variety of commercial lability insurance
policies which passes the risk of loss listed above to independent third parties. Settlement claims resulting from these risks
have nct exceeded commercial insurance coverage in any of the past three fiscal years.
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

5,

OTHER INFORMATION (continued)
A. Risk management {continued)

Risks retained by the District

The District has established a health insurance fund (accounted for as a special revenue revolving account) to account for
and finance its uninsured risk of health claims for certain of its employees. The District has contracted with Blue Cross Blue
Shield of Massachusetts and Fallon to administer all claims for health care. Under this program, the fund provides coverage
for up to an annual maximum of $100,000 for health claims relating to each plan participant. The District has purchased
commercial insurance for claims in excess of this amount. The District and employees share in funding of the health insurance
trust fund through payments based on estimates of the amounts needed to pay prior and current year claims and to establish
a fund for catastrophic losses. The District is reimbursed for excess insurance claims under its various stop loss insurance

plans.

Claims under the plan for services incurred during the fiscal year but not yet paid are recognized as expenditures in the fiscal
year they occurred and a liability for these claims is recognized as of the end of the fiscal year. At June 30, 2014, the amount

of this liability was $792,965.
Changes in the reported liability for claims for the past three fiscal years were as follows.

FY 2014 FY 2013 FY 2032

Liability for claims liability beginning of fiscal year...... § 541,211 § 370,773  § 379,191
Current year claims and expenses. .........ovvvvn i 10,461,532 7,436,544 7,652,098
Raversal of liability at beginning of year. ............. (541,211} (370,773) (379,191)
Current year payment for claims and expenses........ (9,668,567) (6,895,333)  (7,281,325)
Liability for claims end of fiscal year. ... ............. $ 792965 § 541211 § 370,773

B. Contingent liabilities

Amaunts received or receivable from grant agencies are subject to audit and adjustment by grantor agencies, principally the
federal and state governments. Any disaliowed claims, including amounts already collected, may consiitute a liability of the
applicable funds. The amount, if any, of expenditures that may be disallowed by the grantor cannot be determined at this
time, although the District expects such amounts, if any, to be immaterial.
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHQOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

5. OTHER INFORMATION {continued)
C. Employee retirement systems and pension plans

Pensions for employess other than school department teaching staff are provided through a contributory retirement system
under the Massachusetts Contributory Retirement Law, which is governed by Chapter 32 of the Massachusetts General
Laws. Both employer and employes contributions are actuarially determined as directed by the State Division of Insurance.
Required contribution rates for employees range from 5% to 9% of wages based upon their date of hire. Employees hired
after December 31, 1978 and before June 30, 2001, make an additional 2% confribution applied to wages in excess of
$30,000.

The Worcester Regional Retirement Board administers this defined benefit, multi-employer plan, which provides retirement,
survivor, disability and accident benefits. The Plan issues stand alone financial statements that can be obtained by wriing
the Worcester Regional Ratirement Board, 23 Midstate Drive Suite 108, Auburn, Massachusetts 01501.

For fiscal 2014, the Board required the District to contribute 1.7% of the $37,510,266 overall amount required to be paici by
all employers participating in the plan. Payments for the District's share of pension costs were $640,084, $677,687 and
$671,497 for fiscal years 2014, 2013 and 2012, respectively.

The teaching staff contributes fo the Massachusetts Teachers' Retirement System administered by the Massachusetts
Teachers Retirement Board. The District's only contributions to this plan are through deductions from certain federal grants;
however, the Stafe contributed $5,912,420 into the System far the benefit of the District's employees. The District reports
these “on-behalf" contributions as both revenues and expenditures in a special revenue revolving fund, which is considered
to be a major fund for financial reparting purposes.

Both retirement systems are contributory, multi-employer, defined benefit plans. Membership in the plans is mandatory
immediately upon the commencement of employment for all permanent full-time employees.

D. Other post employment benefits

The District prospectively adopted and implemented GASB Statement No. 45, Accounting and Financial Reporting by
Employers for Post Employment Benefits Other Thar Pensions, required for fiscal pericds beginning after December 15,
2007, in fiseal 2009. This statement addresses how gavernments should account for and report their costs and obligations
related to post employmant healthcare and other nonpension benefits.

Plan Description. The District presently provides life, dental and health insurance benefits for active and retired employees
and their covered dependents. Health insurance benefits provided to active employees and to pre-Medicare retirees are self
insured while health insurance benefits provided to Medicare retirees are fully insured. Life and dental insurance are fully
insured,

Coverage. Active employees and pre-Medicare retirees have a choice among Biue Cross and Fallon pians. For life insurance,
the only opticn for retirees s $5,000 of coverage. As required by Massachusetts law, pre-Medicare retirees have the same
benefit options as active employees.

Eligibility, Refirees are eligible at age 55 with at least 10 years of creditable service. Retirees with at least 20 years of
creditable service are eligible at any age. '
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EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TC THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014 -

5. OTHER INFORMATION (continued)
D. Other post employment benefits (continued)
Cost Sharing. The Disrict is responsibie for 50% 6f the premiums for retirees and 75% of the premiums for employees.
Funding Policy. The required contribution is based on projected pay-as-you-go financing requirements.

Spouse Coverages. Spouses are covered under the plan.

Surviving Spouse Benefits. Surviving spouse benefits are covered under the plan until the surviving spouse remarries.

Annual OPEB Cost ‘and Net OPEB Obligation. For the fiscal year ended June 30, 2014.

Description Arnount

Normal Cost {(Service Cost) .. ...t $ 1,016,192

Amortization of Unfunded Accrued Liability . ............ 1,748,228
Annual Required Confribution (ARC) ................. 2,764,420
Interest on Net OPERB Obligation. ................... 261,660
Adjustmentto ARC ... (486,297)
Annual OPEB Cost (Expense) . ..........oovvioivin 2,539,783
Expected Coniributions During the Year. .............. 805,628
increase in Net OPEB Obligation..................... 1,734,154
Net OPEB Obligation - Beginning of the Year........... 8,721,991

Net OPEB Obligation - End of the Year (ExhibitA)....... § 10,456,145

Funding Status. The funded status of the plan as of June 30, 2014 is shown below.

Description Amount
Actuarial Accrued Liability (AAL) - Active Employses .......... § 13177773
Actuariai Accrued Liability (AAL) - Retirees . ............. ... 18,177,632
Actuarial Accrued Liability (AAL) - Total ................... 31,355,405
Actuarial Valug of Plan Assets . .. ........ ...l -
Unfunded Actuarial Accrued Liability (UAAL) .. ........ § 31355405
Funded Ratio {(Actuarial Vzlue of Plan Assats/AAL) ... ... 0.0%
Cavered Payroll ... . $ 28155866
UAAL as a Percentage of Covared Payroll . ........... 111.4%
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5. OTHER INFORMATION (continued)
D. Other post employment benefits (continued)

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OBEB obligations
for the last three fiscal years are presented below.

Fiscal Annual Aclual % of Annual Net
Year OPEB Contribution OPEB Cost OPEB
Ending Cost Made Contributed Choligation
06/30/12 $ 2792374 § 817,595 29.3% § 6,997,827
06/30/13 $ 2491431 § 767,267 308% $ 8,721,991
06/30/14 $ 2,538,783 § 805,629 31.7% $ 10,456,145

Actuarial Methods and Assumptions. Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the prabability of occurrence of events inte the future. Examples include assumptions about
future employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the plans
and the annual required contributions of the employees are subject to continual revision as aclual results are compared with
past expectations and new estimates are made about the future,

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understoed by the
employer and the plan members) and include the types of benefits provided at the time of each valuation and the historical
pattern of sharing of benefit costs between the employer and plan members to that point. The actuarial methods and
assumptions used include fechniques that are designed to reduce short-term volatility in actuarial accrued liabifities and the
acluarial value of assets, consistent with the long-term perspective of the calculations.

In the July 22, 2013 actuarial valuation the following methods and assumptions were used.

Description Assumption
Funding InterestRate .. .............. 3.00%
2014 Medical TrendRate ............. 4.50%
Ulimate Trend Rate ................. 6.10%
Year Ultimate Trend Rate Reached . ..., 2018
Actuarial Cost Method . ............... Projected Unit Credit
Amortization Period .. .... ... e, 30 Years
Projected Annual Increase in Payroll ... ... .. 3.20%
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: EXHIBIT H
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

5. OTHER INFORMATION {continued)
D. Other post employment benefits (continued)

Membership in the Plans, Plan memberships consist of the following as presented in the last full actuarial report dated July
22,2013,

Pre-Medicare Pre-Medicare

Aclive Refirees Refrees Medicare
Description Employees  Under 65 56 & Over  Refrees
Medical:
Number.............. 374 51 23 140
Average Age.......... 47 83 70 74
Average Service . ... ... 10 N/A NA N/A
Acfve Total
Description Employees Refrees Members
Life Insurance - Number of Cantracts . .. .. 398 142 540
Dental Insurance - Number of Contracts . . 381 135 516

Funding Progress: The required schedule of funding progress immediately fellowing the notes o the financial statements,
schedule 11 on page §-12, presents multiyear trend information about whether the actuarial value of plan assels is increasing
or decreasing over time relative to the actuarial accrued liability for benefits.

E. Implementation of new governmental accountiﬁg standards board (GASB) pronouncements
During fiscal year 2014 the following GASB pronouncements was implemented.

GASB Statement No. 65, “ltems Previously Reported as Assets and Liabilities” issued April 2012. The objective of this
Statement is to establish accounting and financial reparting standards that reclassify, as deferred outflows of resources oras
deferred inflows of resources, certain items that were previously reported as assets and liabilities and recognizes, as outflows
of resources or inflows of resources, certain items that were previously reported as assets and liabilities. This statement is
effective for periods beginning after December 15, 2012. This statement had no reporting implications for the District.

GASB Statement No. 68, “Technical Corrections - 2012 an Amendment of GASB Pronouncements #10 and #62" issued April
2012. The objective of this Statement is tc improve accounting and financial reporting by state and locat governments by
resalving conflicting guidance that resulted from the issuance of two proncuncements — Statements No. 54, Fund Balance

 Reporting and Govemmental Fund Type Definitions, and No. 62, Codification of Accounting and Financial Reperting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Proncuncements. This statement is effective for periods
beginning after December 15, 2012. This statement had no reporting implications for the District.

GASB Staiement No. 67, “Financial Reporting for Pension Plans” issued August 2012. The objective of this Statement is to

revise existing accounting and financial reporting requirements for most pension plans. This statement is effective for periods
beginning after June 15, 2013. This statement had no reporting implications for the District.
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5. OTHER INFORMATION (continued)
E. Implementatidn of new governmental accounting standards board (GASB) pronouncements {continued)

GASB Statement No. 70, “Accounting and Financial Reporting for Nonexchange Financial Guarantees” issued April 2013
The objective of this statement is to enhance comparability of financial staternents among governments by requiring
consistent reporting by thase governments that extend nonexchange financial guarantees and by those governments that
receive nonexchange financial quarantees. It will enhance the information disclosed about a government's obligations and
risk exposure from extending nonexchange financial guarantees and will augment the abitity of financial statement users to
assess the probability that governments will repay obligation holders by requiring disclosures about cbligations that are issued
with this type of financial guarantee. This statement is effective for periods beginning after June 15, 2013, This statement
had no reperting implications for the District. '

Other Fuiure GASB Pronouncements

GASB Statement No. 68, "Accounting and Financial Reporting for Pensions” issued August 2042. The objective of this
Statement is to revise and establish new financial reporting requirements for most governments that provide their employees
with pension benefits. This statement is effective for periods beginning after June 15, 2014. Management believes this
pronouncement will have a significant impact on the basic financial statements.

GASB Statement No. 89, “Government Combinations and Disposals of Government Operation” issued January 2013. The
objective of this Statement is to improve financial reporting be addressing accounting and financial reporting for government
combinations and disposals of government operations. The term government combinations is used in this Statement to refer
to a variety of arrangements including mergers and acquisitions. Government combinations also include transfers of
operations that do not constitute entire legally separate entities and in which no significant consideration is exchanged.
Transfers of operations may be present in shared service arrangements, reorganizations, redistricting, annexations, and
arrangements in which an operation is transferred to a new government created to provide these services. This statement is
effective for periods beginning after December 15, 2013. Management does not believe this pronouncement will have a
significant impact on the basic financtal statements.

GASB Statement No. 71, “Pension Transition for Contributions Made Subsequent to the Measurement Date” issued
November 2013. The objective of this statement is to address an issue relating to amounts associated with contributions, if
any, made by a state or local government employer or nonemployer contributing entity to a defined benefit pension plan after
the measurement date of the government's beginning net pension liability. This statement is effective for periods beginning
after June 15, 2014, Management does not believe this proncuncement will have & significant impact on the basic financial
statements.

6. SUBSEQUENT EVENT

Financing of the Athletic Field Renovation_Project

On September 29, 2014, the District issued $1,950,000 in bond anticipation notes bearing an interest rate of 5% maturing
on April 2, 2015. The proceads will be used to finance the Athletic Field Rencvation Project,

Concluded ]
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NONMAJOR GOVERNMENTAL FUND3
COMBINING SCHEDULE OF BALANCE SHEETS
A8 OF JUNE 30, 2014

SCHEDULE 1

Total
Special Capital Nenmajor
Revenue Projects ~ Governmental
Funds Funds Funds
Assets:
Pooledcash...................... 1,603,416 136,180 1,739,596
Due from other governments......... 428,435 - 428,435
Inventory . ... 15,955 - 15,955
Totalassets............. e 2,047,806 136,180 2,183,986
Liabilifies:
Fees collected inadvance .. ......... 14,130 - 14,130
Bond anficipationnole. .............. - 150,000 150,000
Total liabilities ... ............ ..., 14,130 150,000 164,130
Fund balances:;
Nonspendable. . ............. ...t 15,955 15,955
Restricted .. ........cooeie il 2,017,721 2,017,721
Committed . ... ... - 7322 7,322
Unassigned ... .. ..covviv e annn. , - (21,142) {21,142}
Total fund balances. .. .......... 2,033,676 (13,820) 2,019,856
2,183,986

Total liabilities and fund balances .. ........ 2,047 806 - 136,180

See accompanying notes to the basic financial statlements,
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SCHEDULE 2

DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NONMAJOR GOVERNMENTAL FUNDS
COMBINED SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2014

Total

Special Capital Nonmajor
Revenue Projects Governmental
runds Funds Funds
Revenues:
Intergovernmental. . ... .o 3,370,847 - 3,370,847
Fees and charges for services ... ................ 1,056,007 - 1,056,007
Other . e 72,107 26,153 98,260
Tolal FEVENUES . . ... 4,498,961 26,153 4525114
Expendituras: ' ‘
Regularinstruction. . . .............coi i 1,949,881 - 1,949,881
Preschool and special education. ................. 1,773,793 - 1773793
Ancillary school services .. ... ... ... . 1274286 - 1,274,289
Maintenance and operations. .. ... ... ... .. 31,155 - 3155
Asset acquisition ... ..o L - 47,295 47,235
Total expenditures. .. ............ il 5,029,118 47,295 5,076,413
Net changesinfund balances. . ... .................. (530,157) (21,142} {551,299)
Fund batances - beginning of theyear ... ............. 2,563,833 7,322 2,571,155
Fund balances -end ofthevear ..................... 2,033,676 (13,820} 2,019,856

See accompanying netes to the basic financial statements.
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SCHEDULE 3
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
SPECIAL REVENUE FUNDS
COMBINING SCHEDULE OF BALANCE SHEETS
JUNE 30, 2014

Assels tiabilities Fund Balances Total
Due From Fees Restricted Liailities
Pooled Other ) Collected Nen- {See page 64 and Fund
Cash (3overnmenls  Inventory Total in Advance Spendable  for details) Total Balances
Revolving funds:
Adulted. ................... 114 - - 114 - - 114 114 114
After school program .. ....... 16,050 - - 16,050 - - 16,050 16,050 16,050
Athletic. . oo ov ot 111,448 - - 111,448 - - 111,448 111,448 111,448
Chariton cable. ... ........... 21,810 - 21,810 - - 21,810 21,810 21,810
Circuit breaker. ... .......... 350,796 166,932 - 517728 - - 517,728 517,728 517,728
Drivers education. . .......... 35,073 - - 35,073 - - 35,073 35,073 35,073
Dudley Charlton ed donaficn, . . 23,758 - - 23,758 - - 23,758 23,758 23,758
EnglishELL ................ 1,000 - - 1,000 - - 1,000 1,000 1,000
Fels donationgift, . .......... 8,728 . - 8,728 - - 6728 9,728 9,728
Parkingfees. ............... 75,505 - - 75,505 - - 75,505 75,505 75,605
Preschool. . ...oovovvie s 50,076 - - 50,076 - - 50,076 50,076 50,076
Salary reimbursement. ... .. .. 6,333 - ' 8,333 - 6,333 6,333 6,333
School cheice. . ... vnn 926,723 78,583 - 1,003,308 - - 1,003,306 1,003,306 1,003,306
Schoollunch. . .............. 62,627 32,664 15,955 111,248 14,130 15,955 81,161 87,116 111,248
Summerschool ... ... .. 28,258 - . 28,258 - - 28,258 28,258 28,258
Federal ! state / other grants:
Academic suppert fy14 .. ... .. 1 - 1 - - 1 1 i
Kindergarten fy14........... Lo 21.819) 21,519 - - - - - - -
PLO4-142fp1d .. ... {12,775) 42174 - 30,399 - - 30,399 30,399 30,399
TlHe 2Af4. ... 0L {23,963) 23,963 - - - - - - -
Tile tfyld, oo {57,827) 63,600 - 5973 - - 5873 5973 5,973
Tofal oo 1,603,416 428,435 15,955 2,047,808 14,130 15,355 2,017,721 2,033,676 2,047,808
See accompanying notes to the basic financial statements. (Continued)
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DUDLEY-CHARLTON REGIONAL SCHOQL DISTRICT

NONMAJOR SPECIAL REVENUE FUNDS
COMBINING SCHEBDULE OF RESTRICTED FUND BALANCES
JUNE 30, 2014

SCHEDULE 3a

Fund Balance Restricted for

. Preschool Ancillary Maintenance _
Regular & Special School and Totals
Instruction Educalion Services Operations  (See page 6-3)
Revolving funds:
Adulted....................... 14 114
After schoal program .. .......... 18,060 16,050
Athletic. .. ............ oo 111,448 111,448
Charltoncable. ................. - 21,810 21,810
Circuit breaker. . ................ 517,728 - 517,728
Drivers education. ............... - . 35,073 35073
Dudley Charlton ed donation. ... . .. 23,758 - 23,758
EnglishELL . ................... 1,000 1,000
Fels donation giff. . .............. 9,728. - 9,728
Parkingfees.................... - - 75,505 75,505
Preschool. .............ooovnt, 50,076 - 50,076
Salary reimbursement. . ........ .. - - 6,333 6,333
Schoof choice. . ............. ... 1,003,306 - - 1,003,306
Schoollunch. ....... ..o iu s - 81,161 81,161
Summerschool .. oot 28,258 - 28,258
Federal / state J other grants:
Academic supportfyld........... 1 - 1
PLO4-142f14..........oie - 30,399 30,399
Title 1914, .. ..o 5973 - - - 5,973
Total ... 1,072,024 598,203 265,856 81,838 207,724
See accompanying notes fo the basic financial statements. (Concluded)
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SCHEDULE 4
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
SPECIAL REVENUE FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDHTURES, AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2014

Net
Changes Fund Balance
Revenues Expendilures in Fund June 30, June 30,
(See page 6-6)  (See page 6-7) Balances 2013 2014
Revolving funds: '
Adulted. ........... ool - - - 114 114
Adler school program . ............. 37,196 48,009 {10,813) 26,863 16,050
Adhletic. ......... ... . 166,725 106,282 60,443 51,005 111,448
Charltoncable .. ................. 25,000 3,190 21,810 . 21,810
Circuit breaker, .. ..., 667,728 813,391 {145,663) 663,391 517,728
Drivers education. . ............... 97,305 77,797 19,508 15,565 35,073
Dudley Charlton ed donation. ... . ... 37,890 . 57,193 (19,303) 43,061 23,758
EnglishELL ... oot 1,000 1,202 (202) 1,202 1,000
Fels donation gift. .. .............. - 3,496 {3,496} 13,224 9,728
Parkingfees. .................... 19,800 326 19,474 56,031 75,505
Preschool. . ............covint, 67,840 §2,742 (14,902} 64,978 50,076
Salary reimbursement. . ........... 37,162 30,829 6,333 - 6,333
School cheice. ... ... .. L 805,685 1,305,048 (499,363} 1,502,668 1,003,306
Schaol lunch. ... .......... . 1,040,452 1,034,922 5,530 91,586 97,116
Shepherd Hillartshow . ........... 4,089 4,089 - - . -
Summerschool . ... oo e 10,868 7,248 3,620 24 638 28,258
Toshibafund ........... ..ot 4,128 4128 - - -
Federal / state / other grants:
Academic support summer fyid . ... 16,000 16,000 - - -
Academic support fy14. .. ......... 3770 3,769 1 - 1
Early chitdhood #13. ... ........... - 517 {517) 517 -
Early childhood fy14 . ............. 30,246 30,246 . - -
Early childhood program improve fy14 4,000 4,000 - - -
Inclusive preschool fy14. ........... 41,401 41,401 - - -
Kindergartenfy14, . ............... 135,024 135,024 - - -
PLOA-H429y14. ...l . 810,416 760,017 30,399 - 30,399
Program improvement fy13. . ... .. .. . 4,150 (4,150} 4,150 -
Program improvement fy14......... 17,329 17,329 - . ' -
RTTTfyid. ... 39,997 39,997 - - .
Teacher quaiity fy13. . ............. - 1,101 (1,101) 1,301 -
Title 113, ..o 2471 28,509 (3,738) 3,738 -
Title 1fytd ... e 270,897 264,824 5973 - 5973
Tile 28014, ... 82,242 82,242 - - -
Total oo 4 498,961 5,028,118 (530,157) 2,563,833 2,033,678
See accompanying notes to basic financial statements. iContinued)
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SCHEDULE 4-a

DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NONMAJOR SPECIAL REVENUE FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2014

Revenues
Fees and
Inter- Charges for Totals
govermnmental  Services Other {See page 6-5)
Revolving funds: :
After school program ..., ............ - 37,196 - 37156
Athletic. ....... ... - 166,725 - 166,725
Chartencable ..................... - - 25,000 25,000
Circuitbrezker. . ................... 667,728 - - 667,728
Drivers education. .. ................ - 97305 - 97,305
Dudley Charlton ed donation. ......... - . 37,890 37,880
EnglishELL ... .. ... ... ... ... - - 1,000 1,000
Parkingfees. .............. ... ... .. - 19,800 - 19,800
Preschool. ................ . ot - 67,840 - 67,840
Salary reimbursement. . .............. - 37,162 . 37,162
Schoolchoice. ..., ... ... 805,685 - . 805,685
Schoolluneh, , ... vt 421,341 619,111 - 1,040,452
Shepherd Hitatshow . .............. . - - 4,089 4,089
Summer sehool . ... ..o es - 10,868 - 10,868
Toshibafund ...................... - - 4,128 4,128
Federal/ state { other grants:
Academic suppert summer fy14... ..., 16,000 - - 16,000
Academic supportfyt4. . ............. 3,770 - - 3,770
Early childhcod fy14 .. ... . 30,248 - - 30,246
Early childhood program improve fy14. .. 4,000 - - 4,000
Inclusive preschool fy1d. ............. 41,401 - - 41,401
Kindergartenfyld................... 135,024 - - 135,024
PLO4-42fy14, oo 810,416 . - 810,416
Program improvement fy14. . ......... 17,329 - - 17,328
RTTTH14. ... 39,997 . - 39,997
Title 1713, oo 24,711 - . 24,771
Title 1R14. ..o 270,897 . - 270,897
o THeZAR4 82,242 - - 82242
Total o 3,370,847 1,056,007 72,107 4,498,061
See accompanying notes to the basic financial statements, {Continued)
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DUDLEY-CHARLTON REGIGNAL SCHOOL DISTRICT

NONMAJOR SPECIAL REVENUE FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES [N FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2014

SCHEDULE 4-b

Expenditures
Preschool &  Angillary  Maintenance
Regular Special School and Totals
Instructicn Education Services  Operations  {See page 6-8)
Revolving funds:
After school program................ - - 48,009 - 43,009
Athletic. .......................... - - 106,282 - 106,282
Charltoncable . .................... - - 3,190 - 3,190
Circuit breaker. .......... ... ..., 813,391 - 813,391
Driverseducation. .................. - - 77,797 - 71,797
Dudley Charlion ed donatien. . ........ 57,193 - . - 57,193
EnglishELL................... ... 1,202 - - - 1,202
Fels donationgift. .. ......... .. ..., 3,496 - - 3,496
Parkingfees. ...................... - - - 326 326
Preschool. ........................ 82,742 - - 82,742
Salary reimbursement. ... ....... ... - - - 30,828 30,829
School chaice. ......... ...l 1,305,048 - - - 1,305,048
Schocllunch, .. ...t - .- 1,034,922 - 1,034,922
Shepherd Hill artshow.............. - 4,089 - 4,089
Summerschool........... o 7,243 - - 7,248
Toshibafund . ..................... 4,128 - 4,128
Federal / state / other grants:
Academic support summer fy14 ... .. 16,000 - 16,000
Academic supportfytd. ... ..., 3,769 - - 3,769
Early childhood fy13. . ... ........ ... - 517 - 517
Early childhood fy14 ................ - 30,246 - 30,246
Early childhood program improve fy14. - 4,000 - 4,000
Inclusive preschool fy1d. . ............ - 41,401 - 41,401
Kindergartenfy14................... 135,024 - - 135,024
PLOG-142f14. ..o o - 780,017 - 780,017
Program improvement fy13. .. ........ - 4,150 - 4,160
Program improvement fy14. ... ... ... - 17,329 - 17,329
RTTTRM. et 39,997 - - 39,997
Teacherquality fy13. ... ............ 1,101 - - 1,101
Te 1613, . 28,509 - 28,509
Tite 1fyld ..o 264,924 - 264,924
Tite 2A014, . o 82,242 - - - 82,242
Tofal ..o 1,949,881 1,773,793 1,274,289 31,155 5,029,118
Ses accompanying notes to the basic financial statements.
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SCHEDULE §
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NONMAJOR CAPITAL PROJECT FUNCS
COMBINING SCHEDULE OF BALANCE SHEETS
FOR THE YEAR ENDED JUNE 30, 2014

Capital Athtetic
Improvement Field
Projects Renovation
Fund Fund- Total
Assets-pooledcash . .................. 0L 7.322 128,858 136,180
Liabilities - bond anticipationnote . .......... - 150,000 150,000
Fund balances:
Committed .. ...................... 7,322 - 7,322
Unassigned ................oov s, - (21,142) {21,142)
Total fund balances . ................. 7,322 (21,142) (13,820}
Total liabilities and fund batance. .. .......... 7322 128,858 136,180

See accompanying notes to the basic financial statements.

SCHEDULE 6
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
NONMAJOR CAPITAL PROJECT FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2014
Capital Athietic
Improvement Fieid
Projects ~ Renovation
Fund Fund Total
Revenues - donafions .. ............. P . 26,153 26,153
Expenditures - assef aquisitions . .. ...... . ... - 47,295 47,295
Net changes in fund balance .. ...... ... - {21,142} (21,142}
Fund balances:
Beginningofyear. ................... 7,322 - 7,322
Endofyear....................... . 7,322 (21,142) (13,820)

See accompanying notes to the basic financial statements.
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DUDLEY-CHARLTON REGIONAL SCHOQL DISTRICT

FIDUCIARY FUNDS

COMBINED SCHEDULE OF NET POSITION

AS OF JUNE 30, 204

SCHEDULE 7

Assels Liabilities Net Position Total
' Due To Reserved Liabilities
Pooled Payrall Student for Trust and
Cash Wilhholdings Groups Funds Net Position
Private-purpose trust funds:
Scholarship funds:;
Alumni. ... 4,597 4,597 4,597
Employee................. 4,336 4,336 4,336
General ... vvvv e 12,801 12,601 12,601
Hammond. ................. 2,589 - 2,589 2,589
Jarosz. ... el 4,475 4475 4,475
Kaliszewski. . ............... 3,900 - 3,860 3,500
Lavoie. ...l 1,147 - 1,147 1,147
Marotz. ................... 4,374 - 4,374 4,374
Normandy. ................. 4,297 4,297 4,297
Thibaudeau. ............... 4,080 4,080 4,080
Vegnone. . ...l 2,349 2,349 2,348
Total.............. .. ..., 48,745 48,745 48,745
Agency funds:
Student activities:
Charlton elementary ... ...... 553 553 553
Charlton middle. . ........... 37,819 37,819 37,819
Dudley elementary. .......... 7,568 7,568 7,568
Dudley middle.............. 14,901 14,901 14,901
Hertage. .................. 3404 3,404 3,404
Masonroad. ............... 2,233 2,233 2,233
Shepherd hill high. . ......... 150,444 150,444 150,444
Total student activities. . . . .. 216,922 216,922 216,322
Payroll withholdings. . ........... 7431 7,431 - 7,431
Total agency funds. . ....... 224,353 7,43 216,922 - 224,353
Total fiduciary funds. . .............. 273,098 7,434 216,922 48,745 273,098

See accompanying notes to the basic financial statements.
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SCHEDULE 8
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
FIDUCIARY FUNDS - PRIVATE PURPOSE TRUST FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN NET POSITION
AS OF JUNE 30, 2014

Net Net Positicn
Increase June 30, June 30,
Revenues Expenditures  (Decreasa} 2013 2014
Scholarship funds:

Alumai. oo 774 250 524 4,073 4,597
Employee. .................. 4,336 - 4,336 - 4,336
General. .o 1,396 35 1,361 11,240 12,601
Hammond. ............ ..., - 200 {200) 2,788 2,589
JAaroSZ, ... - 500 {500} 4,975 4,475
Kaliszewski. ................ - 500 {500} 4,400 3,900
Y T - 200 (260) 1,347 1,147
Marotz. . ... ... e ‘ - 500 (500) 4,874 4,374
Normandy. ................. - ' 500 {500) 4,797 4,297
Thibaudeau. . ............... 4,080 - 4,080 - 4,080
Vegnone............ouviais - 250 {250) 2,599 2,349

Total. ..o, 10,586 2,835 7,651 41,094 48,745

See accompanying notes to the basic financial statements.

SCHEDULE S
DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
AGENCY FUNDS
COMBINING SCHEDULE OF CHANGES IN LIABILITIES
FOR THE YEAR ENDED JUNE 30, 2014
Net Due fo Student Groups
Increase Jurie 30, June 30,
Increases  Decreases  (Decrease) 2013 2014
Student activities; '
Charlten elementary . ......... 11,477 13,595 (2,118) 2,671 553
Charlton middle. . ............ 41,309 62,787 (21,478) §9,297 - 17,819
Dudley elementary. . .......... 19,851 22,712 (2,861) 10,429 7,568
Dudley middle. . ............. 74,475 76,146 {1,671) 16,572 14,901
Heritage. . . ................. 41,791 56,755 {14,964) 18,368 3,404
Masonroad................. 5,820 3,889 1,931 302 2,233
Shepherd hilt high. ........... 455,890 446,611 9,279 141,165 150,444
Total........cooeeiiit 650,613 682,495 {31.882) 248,804 216,922

See accompanying notes to the basic financial statements.
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SCHEDULE 10

DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
RECONCILIATION OF TREASURER'S CASH
FOR THE YEAR ENDED JUNE 30, 2014

Bank accounts:

Webstar Five Cent Savings. . ..ot 3,731,801
Southbridge Savings Bank. ... ... il 78,481
Unibank. ... 5,840 547
Total bank accounts. .. ... i e e 9,750,829

Cash to be deposited. .. ............ e 23
Totalpooledcash. . ......oov i 9,750,852

Pooled cash is presented in the financial statements as follows:

Generalfund. ... ... 7,617,068
Healthinsurancefund. . ... ... .. .. i 121,093
Special revenue and capital projectfunds. ... .. ...l 1,739,596
Total governmental funds. ... ... oo 9,477,754
Trust&agencyfunds. .. ..o 273,098

Totalpooledcash. . ... i 9,750,852

For use by the Massachuseits Department of Revenue Bureau of Accounts
Reconciliation of Pooled Cash to Amounts Reported on the Annual Report of
Reconciliation of Treasurer's Cash as of June 30, 2014

Amount reported to Mass. Department of Revenue on
Treasurer's Reportasof June 30,2014 ...l 9,750,852

See accompanying notes to the basic financial statements.
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SCHEDULE 11

DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
OTHER POST-EMPLOYMENT BENEFITS FUNDING PROGRESS {UNAUDITED)
AS OF JUNE 30, 2014

Unfunded UAAL
Actuarial Actuarial asa
Acluarial Actuarial Accrued Accrued Percentage
Valuation  Value of Liabifites Liahiliies  Funded Coverad of Covered
Dals Assels (AAL) {UAAL) Ratio Fayroll Payroll
1203009 § - §$20,236,112  $ 20,236,112 0.0% $ 27,042,659 74.8%
02114111 3 - §$26,279.971 §$ 26,279,971 0.0% $ 27,349,862 96.1%
07122113 § - $31,187,059 $ 31,187,059 0.0% % 27,606,263 113.0%

See accompanying notes to the basic financial statements,
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Stenley H. Kulas, CPA STANLEY H. KULAS o Bon 644

skulas0913@acl.com :
PR , Windsor, CT 06095
Certified Public Accountant Tel (850) 688-4580

Massachuseits
Tel, {413) 748-61735

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND GN COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WiTH GOVERNMENT AUDITING STANDARDS

To the Schoal Committee of the ‘February 6, 2015
Dudley-Charlton Regional School District:

We have audited; in accordance with the auditing standards generally accepted in the United States of America and the standards appiicable to financial
audits contained in Govermment Auiting Standards, issued by the Compircller General of the United Stales, the financial statements of the governmenlai
aciivities, each major fund, and the aggregate remaining fund information of the Dudley-Chariton Regional Schocl District of Massachusetts (the "District”)
as of and for the year ended June 30, 2014, and the related notes to the financial statements, which collectively comprise the District’s basic financial
statements and have issued our repert therecn dated February 6, 2015,

Internal Confrol Qver Financial Reperting

in planning and pericrming our audit of the financial stalements, we considered the District's interrial control over financial reperting {inteenal contral) to
determine the audit procedures that are apgropriate in the circumstances for the purpose of expressing our opinions on the financial stalements, but nat
for the purpose of expressing an opinion on the effectiveness of the Dislrict's internal control. Accordingly, we do not express an opinion en the
effectiveness of the District's internal control.

A deficiency in internal controf exists when the design cr operation of a control does rot allow management or employees, in the normal course cf
performing their assigned funcfions, to prevent, or defect and correct, misstatements on a timely basis. A material weakness is a deficiency, or 2
combination of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the eniity's financial statements
will not be prevented, or detected and corrected on a timely basis, A significant deficiency is a deficiency, or a combination of deficiencies, in intemal
control that is less severe (han a material weakness, yetimportant enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not designed to identify all
deficienicies in intemnal control that might be material weaknesses, or significant deficiencies and therefore, matesial weaknesses or significant deficiencies
may exist that were rot identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified. We did identify certain deficiencies in internal contral,
described in the accompanying schedule of findings and guestioned costs thaf we consider to be significant deficiencies; specifically *Finding 2014-001"
and "Finding 2014-002",

Compliance and Other Matters

As part of obiaining reascnable assurance about whether the District’s financia! statements are free of material misstatement, we perfermed tests of ils
compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinicn on compliance with those provisions was not an objective of our
audit and, aceordingly, we do not express such an opinion. The results of our tests disclosed ne instances of noncompliance of other matiers that are
required o be reported under Government Auditing Standards. We noted certain other maters that we teparted fo management of the District in a separate
tetter dated February 6, 2015.

District's Respcnse to Findings
The Distict's response to the findings identified in our audit Is described in the accompanying schedule of findings and questioned costs. The District's

rasponse was net subjected to the auditing procedures applied in the audit of the financial stataments and, accordingly, we express no opinion on i,

Purpose of this Report

This purpose of this report is solely to describe the scope of our testing of internal control and compliance and the result of ihat tesling, and not lo provide
an opinion on the effeciiveness cf the endity's internal control er on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards In considering the entity's Internal contrel and compliance. Accordingly, this communication is not suitable for any other
purpose.

Stanly H. Kulos, CPA

STANLEY H, KULAS
Certified Public Accountant
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sy st S TANLEY H, KULAS e,

skutas0919@aol.com ;
- . Windsor, CT 06095
Certified Public Accountant Tel (860 688-4580

Massachusetis
Tel. (413) 748-8175

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFFECT ON EACH MAJOR PRCGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

To the School Committee of the
Dudley-Charlton Regional Schoo! District:

Report on Compliance for Each Major Program

We have audited the Dudley-Chariton Regicnal Scheol District's {the "District”) compliance with the types of compliance requirements
describad in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of the District's major
federal programs for the year ended June 30, 2014. The District's major federal programs are identified in the summary of auditors’ results
section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, coniracts, and grants applicable to its federal '
programs.

-

Auditor's Responsibility

Qur responsibility is to express an cpinion on compliance for each of the District's major federal programs based on our audif of he types
of comgliance requirements referred to above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained in Govermment Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit io obtain reasenable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about the District’'s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. ‘

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program. However, our audit
toes nof provide a tegal defermination on the District's compliance. ‘

Opinion_gof Each Major Federal Program

[n our opinion, the Disirict complied, in ali material respects, with the types of compliance requirements referred to above that couid have |
a direct and material effect on each of its major federal pragrams for the year ended June 30, 2614

Report on Infernal Conirol Cver Compliance

Management of the District is responsible for establishing and maintaining effective internal contrel over compliance with the types of
compliance requirements referred to above. In planning and performing our audit of compliance, we considered the District's internal control
over compliance with the types of requirements that could have a direct and material effact on each major federal program fo determing
the auditing procedures that are appropriate in the circumstances far the purpose of expressing an opinion on compliance for each major
federal program and to test and repart on inlemal control over compliance in accerdance with OMB Circular A-133, but not for the purpose
of expressing an opinion on the effectiveness of internal contral over compliance. Accordingly we do not express an opinion on the
eifectiveness of the District's internal control over compliance.
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, nancompliance
with a type of compliance requirement of a federal program on a timely basis. A material weakness in internal conra! over compliance is
a deficiency, or combination of deficiencies, in internal controi aver compliance, such Ihat there is a reasonable possibility that material
noncompliance with a fype of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in intemal control aver compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with & type of compliance requirement of a federal program that is less severe than a material weakness in intemal control
over compliance, yet important enough to merit attention by those charged with governance.

Qur consideration of internal control over compliance was for the limited purpose described in the first paragraph of this section and was
not designed to identify alf deficiencies in internal conirol over compliance that might be material weaknesses or significant deficiencies.
We did not identify any deficiencies in internal conirol aver compliance that we consider lo be maierial weaknesses. However, material
weaknesses may exist that have not been identified.

The purpose of this report on internal conlrol over compliance is solely to describe the scope of our testing of internal confral over
compliance and the results of that testing based on the requirements of OMB Circular A-133. Accordingly, this repart is not suitable for any
other purpose.

&‘an@ H. Kulas, CPA

STANLEY H. KULAS
Certified Public Accountant
February 6, 2015
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2014

SUMMARY OF AUDIT RESULTS

The auditors' raport expresses an opinion on the basic financial statements of the Dudley-Charlton Regional School District which
was unmodified.

Two significant deficiencies disclosed during the audit of the basic financial stalements are reported in the “Report on Compliance
and on Internal Control Over Financial Reporting Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards.” These deficiencies are not reported as material weaknesses.

Na instances of noncompliance material to the basic financial stalements of the District were disclosed during the audit.

No significant deficiencies relating to the audit of the major federal award programs are reported in the “Independent Auditor's Report
on Compliance With Requirements Applicable to Each Major Program & Intemal Control Over Compliance in Accordance With
Circular A-133. :

The auditors' report on complianca for the major federal award programs for the District expresses an unmodified opinion.
There were na audit findings relative to the District's federal award major programs.
The program fested as major programs were:
10.553 National Scheol Breakfast Program
10.555 National School Lunch Program
84.027 Special Education - Grants to States
84,173 Special Education - Early Childhood Learning and Program Improvemant
The threshold for distinguishing Types A and B programs was $300,000,

As defined by Circular A-133, the District was determined to be a low risk auditee.

FINDINGS - FINANCIAL STATEMENTS AUDIT
Significant Deficiencies

2014-001 - Preparation of financial statements based on generally accepted accounting principles (this deficiency had
been noted in the FY13 report)

Condition; As is the case for most schooi districts and municipalities in Massachusetts, the District does not prepare its financial
statemants. The financial statements are prepared by the accounting firm that conducts the audit of these statements. Although
District management reviews a draft of (he financial stalements to detect any arrors or omissions befors the financial statements
are finalized and released, the District does not have adequately trained personne] to determine if these financial statements
adhere to the latest governmental accounting standards.

Background: The American Insiitute of Certified Public Accountants issued Auditing Standard #112 “Communicating Internal
Conirol Related Matters dentified in the Audit”. This standard requires the auditor to report on control deficiencies involving the
preparation of the financial statements. Specifically it addresses the fact that it is the District's, rather than the auditor's,
responsibility to prepare financial statements. '

7-4



DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2014

B FINDINGS - FINANCIAL STATEMENTS AUDIT (Continued)

C

Significant Deficiencies {Continued)

2014-1 - Preparation of financial statements based on generally accepted accounting principles (cantinued)

Criteria: A system of internal control over financial reporting does not stop at the general ledger. It includes controls over financial
statement preparation, including foctnote disclosure. The fact that the auditor prepares the financial statements may mean they
are carrect, but it does not eliminate the contral deficiency. An auditor cannot be considered part of the client's intemal control.
Thus, controls over the financial statement preparation function that exist in the auditor's firm cannot be considered. Only the
controls the client has in place can be considered in determining whether there is a control deficiency and its severity.

Cause: District personnel are not trained to prepare the financial statements, including accompanying footnoles.

Effect Because District personnel are not trained to prepare the financial statements, including accompanying footnotes, there
is more than a remote likefihood that District personnel, during their review process, would not be able to detect a significant
error or omissien in the financial statements.

Recommendation: The District should be aware that this conirol deficiency exists, and consider whether it wants to spenc the
resources needed to adequately train its personnel so that they could prepare the financial statements or have the financial
stalements prepared by a qualified, independent third party.

Views of Responsible District Official and Planned Corrective Actions: We are aware cf this sifuation and will take the
above recommendation under consideration.

2014-002 - Accounting policies and procedures manual (this deficiency had been noted in the FY13 report}

Condition: As is the case with the majority of regional school districts we have audited, the District does nol have a
comprehensive and all inclusive manual which documents the financial accounting policies and procedures under which it
operates.

Criteria; An accounting policies and procedures manual is an important part of the overallinternal control system. Such & manual
would document the District's systems, work requirements, accounting methodologies, etc. ‘

Cause: District personngl do not have the time to prepare an all-inclusive manual due to the demands of their day-to-day
operalions.

Effect: Possible disruption of operations should key business office personnel leave.
Recommendation: Management should request all business office personnel to draft pertinent sections of this manual dealing
with their specialized araa (i.e., payroll, payables, receipts, disbursements, efc.). These drafts should then be reviewed, adited,

and compiled by the director of business services inio one comprehensive and inclusive manual.

Views of Responsible District Official and Planned Corrective Actions; W concur and anticipate compieting the manual as
fime allows.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

None.
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
'NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER AWARDS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE A—BASIS OF PRESENTATION

The accompanying scheduie of expenditures of federal and other awards (the Schedule) includes the federat grant activity of
the Dudley-Charlton Regionai School District (the District) under programs of the federat government for the year ended June
30, 2014. The information in this Schedule is presented in accordance with fhe requirements of OMB Circular A-133, Audits
of Staies, Local Governments, and Non-Profit Organizations. Because the Schedule presents only a selected portion of the
operations of the District, it is nct intended to and does not prasent the financial position, changes in net position, or cash flows

of the District.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Expenditures reported on the Schedule are reported on the modified accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in OMB Circufar A-87, Cost Frincipals for States and Local

Governments, wherein certain types of expenditures are not allowable or are limited as to reimbursement.

{2) Pass-through enﬁty identifying numbers are presented where applicable.

NOTE C - FOOD DISTRIBUTION

Nonmonetary assistance is reported in the Schedule at the fair market value of the commodities received and disbursed.
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DUDLEY-CHARLTON REGIONAL SCHOOL DISTRICT
SUMMARY OF PRIOR YEAR'S FINDINGS AND CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED JUNE 30, 2014

SUMMARY SCHEDULE OF PRIOR YEAR'S FINDINGS

There were no findings or questioned costs associated with the audit of major federal award programs for the fiscal year
ended June 30, 2013,

CORRECTIVE ACTION PLAN

There were two findings regarding this year's audit that are considared significant deficiencies concerning the preparation
of financial statements and the completion of accounting policies and procedures manual.

Please refer to “Significant Deficiencies 2014-001 and 2014-002” in Section B beginning on page 7-4 of this report
package for a detailed description of these deficiencies along with the District's corrective action scenario.
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skulasC919@aol. com .
.. . Windsar, CT 06095
Certified Public Accountant Tel (360) 688-4580

Massachusells
Tel. (413) 748-6175

INDEPENDENT ACCOUNTANTS' REPORT ON APPLYING AGREED-UPON PROCEDURES OVER COMPLIANCE
APPLICABLE TO MASSACHUSETTS SCHOOL DISTRICTS' END-OF-YEAR PUPIL AND FINANCIAL REPORT

To the School Committee of the
Dudley-Charlton Regional School District

We have performed the procedures specified in the Massachusetts Department of Elementary and Secondary
Education’s (DESE) Comptiance Supplement applicable to Massachusetts School Districts to the End-of-Year Pupil
and Financial Report prepared by the Dudley-Charlton Regional School District (the “District’} for the year ended
June 30, 2014. We performed these procedures solely to assist the District and DESE evaluate the District's assertion
that it has complied with the DESE requirements applicable to the preparation and filing of a Massachusetts School
District's End-of-Year Pupil and Financial Report. This agreed-upon procedures engagement was perfarmed in
accordance with standards established by the American Institute of Certified Public Accountants. The sufficiency of
these procedures is solely the responsibility of the specified users.

Consequently we make no representation regarding the sufficiency of the procedures specified in the Massachusetis
Department of Elementary and Secondary Education’s Compliance Supplement applicable to Massachusetts School
Districts to the End-of-Year Pupit and Financial Report for the purpese for which this report has been requested or
for any other purpose.

We found no instances of noncompliance with the agreed-upon procedures.

We were not engaged to, and did not, perform an examination, the objective of which would be the expression of an
opinion on the End-of-Year Pupil and Financial Report. Accordingty, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been reported to
you.

This report is intended solely for the information and use of the school committee, management, and the
Massachusetts Depariment of Elementary and Secondary Education and is not intended to be and should not be
used by anyone other than these specified parties.

Sﬁm@ H. Kulas, CPA

STANLEY H. KULAS
Certified Public Accountant
February 6, 2015
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Department of Elementary and Secondary Educalion

End-of-Year Financial Report - Compliance Supplement Questionnaire
Dudley-Charlton Regional School District

For the Year Ended June 30, 2014

1. Identify the accounting system used by the school department including the version,

Accounting System: SoftRight

Version: 371
2. s the payroli system infegrated with the accounting system? Yes _X_
3. s the District & municipal depariment? o Yes _

if yes, is the accounfing system integrated with the Ciiy or Town's accounting
system? Yes

If no, please identify the accounting system and version used by the City or Town.

Accounting System:

Version:

4, Does the accounting system permit the reporting of all schogl district expenditures,
in accordance with DESE Guidelines, by the following:

Fund , Yes _X_
DESE Function Code ‘ Yes _X_
Object : Yes _X_
Program ‘ Yes _X_
Lacation Yes _X_

5. Isa crosswalk used 1o allocate costs to the End-of-Year Report?

Payroil . Yes _X_
Non-Payrcll ‘ Yes _X_

If yes, please provide & brief explanation indicating what costs ar allocated and
why an allocation is necessary.

For purposes of reporting Schedule 3 expenses for the general fund, cerlain district wide expénses

such as training, tech services and sped specialists are apportioned to each school based on the

school's budget to the total district budget.
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skulas0919@comcast.net i
Certified Public Accountant fe',”df;’;é)c;&aoﬁggg

Massachusells
Tel. (413) 748-6175

REPORT TO MANAGEMENT

To the School Committee of the
Dudley-Charlton Regional School District;

In planning and performing our audit of the basic financial statements of the Dudley-Chariton Regional ‘School District
of the Commonwealth of Massachusetts (the District) for the year ended June 30, 2014, we considered its internal
control structure in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control structure.

Our consideration of the internal conirol structure would not necessarily disclose all matters in the internal control
structure that might be significant deficiencies and, accordingly, would not necessadly disclose all significant
deficiencies that are also considered ta be material weaknesses. We have issued a separate report on significant
deficiencies dated February 6, 2015, which is included as part of this reporting package.

As aresult of our audit of the basic financial statements, we noted certain other matters, not considered to be significant
deficiencies, which are listed below in order of relative importance.

Current Year's Comment
Documentation of Methodology Used to Compile End of Year Report

Status of Prior Comments
Health Insurance Fund
Implementation of GASB #68 “Accounting and Financial Reporting for Pensions”

This report is intended solely for the information and use of the School Committee and management. This restriction
is not intended to limit the distribution of this report, which is a matter of public record.

Sfan@ . Kulas, CPA

Stanley H. Kulas
Cerlified Public Accountant
February 6, 2015
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CURRENT YEAR COMMENT

DOCUMENTATION OF METHODOLOGY USED TO COMPILE END OF YEAR REPORT

Observation — FY 2014: The District has a procedure it uses to compile financial information for the Massachusetts
Depariment of Elementary and Secondary Education - End of Year Report. During the course of our audit, we noted -
errors and found some of the documentation supporting reported amounts to be difficult to interpret.

Recommendation - FY 2014: In order to support the methedalogy used to compile information reported in the End of
Year Report, the District uses a series of folders containing worksheets and documentation. Extra care should be taken
to ensure that all the documentation is included in these folders and this documentation readily supports a reconciliation
between amounts reported in the End of Year Report and the District’s financial system.

STATUS OF PRIOR COMMENTS |

HEALTH INSURANCE FUND

0b5ervation ~FY 2013: Health claims and other expenses exceeded revenues by $88,557, §388,841 and $768,400
in fiscal years 2011, 2012 and 2013 respectively. As a resuli, the fund balance has fallen to $718,014 as of June 30,
2013. Unaudited results for fiscal year 2014, suggest that the health claims and expenses continue to exceed revenues.

Recommendation - FY 2013: The District needs to review its insurance rates to ensure that sufficient funds will be
available to meet claims. In addition, the District should work with its insurance consultant to ensure that all eligible
claims are being reimbursed by the stop-loss insurer,

Management Response = FY 2013: While claims experience can vary substantially from year to year, the District has
taken the following measures to cope with the recent adverse trend.

Discontinued its most costly plan (Blue Cross Master Health Plus).

Raised premiums on two of its plans effective September 1, 2013.

Instituted a five percent across-the-hoard rate increase effective mid-year.

Reviewed its stop-loss claims experience and revenue for accuracy and completeness.

Included additional funding in the fiscal year 2015 proposed budget should additional increases be necessary.
Begun explorafion of possible options available to the Disfrict (e.g. plan design changes Group Insurance
Commission enrafiment, etc.}.

L J L J a . - -

Status - FY 2014: Health claims and other expenses exceeded revenues by $520,837 in fiscal years 2014, As a
result, the fund balance has fallen to $197,177 as of June 30, 2014. Unaudited resuits for fiscal year 2015, suggest
that the health claims and expenses continue to exceed revenues.
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Management Response  FY 2014: Claim cosis continue to grow at a rapid rate. The District strives to increase
revenues and reduce claims costs. Toward this goal, the District has taken the following actions.

+ Raised premiums twice in calendar year 2014.

« Included additional funding in the FY2016 proposed budget to provide for premium increases, if necessary.

« Large claims continug to be reviewed to assure accuracy and maximize stop loss insurance payments to the
District.

« District management meets frequently with its insurance consultant and the District's Insurance Advisory
Committee to consider substantial increases to co-payments and to institule a deductible amount.

« The District continues to pursue membership in & health insurance purchasing cooperative.

IMPLEMENTATION OF GASB #63
"ACCOUNTING AND FINANCIAL REPORTING FOR PENSIONS”

Fiscal 2012 Observation: In August 2012 the Governméntal Accounting Standards Board {GASB) issued a new
pronouncement, GASB #68 that fundamentally revises and establishes new financial reporting requirements for most
governments that provide their employees with pension benefits. :

This pronouncement generally requires governments to change from “pay-as-you-go” recegnition of pension costs to
a full accrual method. Governments may continue to fund these costs when actually paid but must begin recognizing
annual pension expense as the employee services are provided. Significant balance sheet liabilities will exist for
governments that don't convert to accrual funding.

The District is required to implement these changes for the fiscal year beginning July 1, 2014.

Fiscal 2012 Recommendation: District management should attend seminars and cbtain the necessary literature
required, well in advance of the implementation deadline, to ensure compliance with all the provisions of this new
accounting pronouncement.

Status - FY 2013 The Finance Director has attended a seminar regarding GASB #88 sponsored by the Massachusetts
Association of School Business Officials and participated in & regional roundtable discussion of this topic. He wilt
continue to pursue information so that the District may comply in a timely manner.

Status — FY 2014 The Finance Director has continued to stay abreast of the issues involved with complying with GASB
#68. :

Concluded J




