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KinG, KING & _ASSOCIATES, P.C. phone (360) y79-onis

170 Hotabird Avenue fax {860) 718-7555
CERTIFIED PUBLIC ACCOUNTANTS Winsted, CT 06098 www. kingepas.com

INDEPENDENT AUDITOR'S REPORT

To the Committee for Shared Services
Winsted, CT

Report on the Financial Statements

We have audited the accompanying financial statementis of the government activities, each major
fund, and the aggregate remaining fund information of Shared Services, as of and for the year ended
June 30, 2020, and the related notes to the financial statements, which collectively comprise Shared
Services’ 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 States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to the financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financia! statements
are free from material misstatement.

An audit involves performing procedures 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 risk of material misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal 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 internal 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 statements.

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

SERVING BUSINESSES, INDIVIDUALS, NONPROFITS AND GOVERMNMENTS

Member of American Instituce of Certified Public Accountants, Connecticut Sociery of Certified Public Accountants
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the governmental activities, each major fund and the aggregate remaining fund
information of Shared Services as of June 30, 2020, and the respective changes in the financial
position, and the respective budgetary comparison, for the year then ended in accordance with the
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4-9 and pension information on page 35-37 be
presented to supplement the basic financial statements. Such information, aithough 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 the financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquires of management
about the methods of preparing the information and comparing the information for consistency with
management's responses to our inquires, the basic financial statements, and other knowledge we
obtained 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 Shared Services’ basic financial statements. The introductory section and
combining and individual nonmajor fund financial statements are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. 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 financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining and individual
nonmajor fund financial statements are fairly presented in all material respects in relation to the basic
financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on it.



Other Reporting Requirements by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November
18, 2020, on our consideration of Shared Services internal control over financial reporting and on
our tests of its compliance with certain provisions of law, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of Shared Services’ internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Shared Services’ internal control over financial
reporting and compliance.

W“&Mﬁ 4 Apsosictis-

King, King & Associates, P.C., CPAs
Winsted, Connecticut
November 18, 2020
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SHARED SERVICES
Management's Discussion and Analysis
June 30, 2020

As management of Shared Services, we offer readers of the Shared Services’ financial
statements this narrative overview and analysis of the financial activities of Shared Services
for the fiscal year ended June 30, 2020.

Financial Highlights

+ The assets of Shared Services exceeded its liabilities at the close of the most recent
fiscal year by $608,788 (net position). Of this amount, $540,694 (unrestricted net
position) may be used to meet the government's ongoing obligations to citizens and
creditors. The remaining amount of $68,094 is invested in capital assets.

» The government's total net position increased by $122,260. This increase is primarily
cost savings in all budget categories.

« As of the close of the current fiscal year, Shared Services governmental funds reported
combined ending fund balances of $540,694 an increase of $121,007 in comparison
with the prior year. The balance of the assigned and unassigned fund balance is
$96,809. Of this total amount, $169,770 has been assigned to the subsequent year's
budget leaving ($72,961) which is available for spending at the government's
discretion (unassigned fund balance).

» At the end of the current fiscal year, unassigned fund balance for the General Fund
was ($70,463), and $169,770 was assigned to finance the subsequent year's budget.

Overview of the Financial Statements

This discussion and analysis are intended fo serve as an introduction to Shared Services'
basic financial statements. Shared Services' 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 information
in addition to the basic financial statements themselves.

Government-Wide Financial Statements: The government-wide financial statements are
designed to provide readers with a broad overview of Shared Services’ finances, in a manner
similar to a private-sector business.

The statement of net position presents information on all of Shared Services’ 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 whether the financial position of
Shared Services is improving or deteriorating.

The statement of activities presents information showing how the government's net position
is changed during the most recent fiscal year. All changes in net position are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported in this statement for some items that
will only result in cash flows in future periods (e.g., depreciation expense).




SHARED SERVICES
Management’s Discussion and Analysis
June 30, 2020

Both of the government-wide financial statements distinguish functions of Shared Services
that are principally supported by intergovernmental revenues (governmental activities). The
governmental activities of Shared Services include providing regional special education
services.

The government-wide financial statements can be found on pages 10-11 of this report.

Fund Financial Statements: A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. Shared
Services, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of Shared
Services are governmental funds.

Governmental Fund: Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-ferm 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.

Because the focus of governmental funds is narrower than that of the government-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 government's near-term financing decisions. Both the governmental fund balance sheet
and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities.

Shared Services maintains nineteen (19) individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General, Special
Activities and Transport which are considered to be major funds.

Shared Services adopts an annual appropriated budget for its General Fund, IDEA Grant,
Title | Grant, and Preschool Grant Funds. A budgetary comparison statement has been
provided for these funds on page 15 to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 12-14 of this report.

Notes to the 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 financial statements can be found on pages 16-34 of
this report.



SHARED SERVICES
Management's Discussion and Analysis
June 30, 2020

Government-Wide Financial Analysis
As noted earlier, net position may serve over time as a useful indicator of a government's

financial position. In the case of Shared Services, assets exceeded liabilities by $608,788 at
the close of the most recent fiscal year.

NET POSITION

2020 2019

Current and other assets $ 843,379 $ 744,587

Capital Assets 68,094 66,841

Total Assets 911,473 811,428

Deferred Outflows - -

Other Liabilities $ 302685 $ 324,900

Total Liabilities 302,685 324,900

Deferred Inflows - -
Net Position:

Net investment in capital assets 68,094 66,841

Unrestricted 540,694 419 687

Total Net Position $ 608,788 $ 486,528

A portion of Shared Services’ net position (11 percent) represents net position invested in
capital assets. The remaining balance is unrestricted net position, and may be used to meet
the government’s ongoing obligations to citizen and creditors.

At the end of the current fiscal year, Shared Services reported positive balances in all
categories of net position, for the government as a whole.

Governmental Activities: Governmental activities increased Shared Services net position
by $122,260. Key elements of this increase are as follows:

Cost savings in most budgeted line-items

The ability to charge an administrative fee to programs run at Region 7
Better than anticipated grant funding

Hired a certified staff member at a reduced rate due to a retirement

® ® & *




SHARED SERVICES

Management's Discussion and Analysis

June 30, 2020

CHANGE IN NET POSITION

Revenues
Program Revenues: 2020 2019
Charges for services $ 4841633 § 4,886,209
Operating grants and contributions 1,340,993 1,338,731
General Revenue:
Unrestricted Investment Income 4,124 5,388
Other 15,236 3,005
Total Revenues 6,201,986 6,233,333
Expenses
Instruction & Instruction-Related Services 5,459,638 5,564,261
Vocational Education 228,658 207,576
Transportation 391,430 460,079
Total Expenses 6,079,726 6,231,916
Change in net position 122,260 1,417
Beginning net position 486,528 485,111
Ending net position $ 608788 $ 486,528

Financial Analysis of the Government’s Funds
As noted earlier, Shared Services uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds: The focus of Shared Services' governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing Shared Services’ financing requirements. In particular,
unassigned fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Shared Services’ governmental funds reported
combined ending fund balances of $540,694, an increase of $121,007 in comparison with the
prior year. Eighteen percent (18%) of this total amount constitutes assigned and unassigned
fund balance, which is available for spending at the government’s discretion.

The General Fund is the chief operating fund of Shared Services. At the end of the current
fiscal year, unassigned fund balance of the General Fund was ($70,463). The amount
assigned to fund the subsequent years budget of $169,770 was greater than the amount
available to be assigned. Non-spendable fund balance was $38,637. As a measure of the
General Fund'’s liguidity, it may be useful to compare both assigned fund balance and total
fund balance to total fund expenditures. Assigned fund balance represents nine percent (7%)
of total General Fund expenditures and total fund balance represents seven percent (6%) of
total General Fund expenditures.



SHARED SERVICES
Management's Discussion and Analysis
June 30, 2020

The fund balance of Shared Services’ General Fund decreased by $39 during the current
fiscal year. Key factors in this decrease are as follows:

+ A planned use of Fund Balance
» Purchased testing supplies to replace discontinued tests, manuals, equipment etc.

The fund balances of other governmental funds remain insignificant, and consist primarily of
prepaid insurance. A capital reserve fund was set up for replacement of transportation
vehicles in a prior year and continues to increase with budget surplus amounts.

General Fund Budgetary Highlights

« Employee contributions towards insurance increased.

¢ Necessary to purchase testing supplies to replace discontinued tests, manuals,
equipment, etc.

Capital Asset and Debt Administration
Capital Assets: Shared Services’ investment in capital assets for its governmental activities

as of June 30, 2020 amounts to $68,094 (net of accumulated depreciation). This investment
in capital assets includes vehicles and furniture and equipment. '

CAPITAL ASSETS
(Net of Depreciation)
2020 2019
Vehicles $ 61,353 § 62,848
Leasehold Improvments 946 1,092
Furniture and equipment 5,795 2,901
Total $ 68,094 § 66,3841

Additional information on Shared Services’ capital assets can be found in Note 2 on page
23-24 of this report.




SHARED SERVICES
Management’s Discussion and Analysis
June 30, 2020

Economic Factors and Next Year's Budgets and Rates

o |Inflationary salary increases

¢ High-Deductible Health Plan with Health Savings Accounts and co-pay plans will
continue to be offered to Shared Services’ employees

» Replacement vans are expected to be purchased in the subsequent year for
transportation services

* New and updated testing supplies will be purchased

+ New staff will be hired to fill numerous positions

+ legal fees pertaining to contract negotiations with Shared Services Teachers’
Association for 2021-2022, 2022-2023 and 2023-2024 school years

» Purchase of new computers and equipment to replace outdated desktops in
Administrative Offices

All of these factors were considered in preparing Shared Services’ budget for the 2020-2021
fiscal year.

Request for Information

This financial repott is designed to provide a general overview of Shared Services’ 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 Executive Director, Shared Services, 94 Batftistoni Drive, Winsted, CT
06098.



SHARED SERVICES
" Statement of Net Position
June 30, 2020

Governmental
ASSETS Activities
Current Assets:
Cash and Cash Equivalents $ 638,053
Accounts Receivable 107,475
Prepaid Insurance 96,851
Total Current Assets 843,379
Noncurrent Assets:
Capital Assets, Net of Depreciation 68,094
TOTAL ASSETS 911,473

Deferred Ouflows of Resources -

LIABILITIES
Current Liabilities:
Accounts Payable and Other Current Liabilites § 225,677

Due to Member Towns 45,013
Refundable Advance 5,017
Deferred Revenue 26,978

Total Current Liabilities 302,685

Deferred Inflows of Resources -

NET POSITION

Net Investment in Capital Assets 68,094
Unrestricted 540,694
TOTAL NET POSITION $ 608,788

The accompanying notes are an integral part of the financial statements.
10
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ASSETS
Cash
Accounts Receivable
Prepaid Insurance
Interfund Receivables

Total Assets $ 747,792 §

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts Payable
Due to Member Towns
Refundable Advance
Deferred Revenue
Interfund Payables

Total Liabilities

Fund Balances:
Nonspendable:
Committed for:
Regional School District 7 Tuition
Special Activities
Vocaticnal Education Program
LINKS Program
AlM Program
HTA Programs
RSD 7 Support
Intensive Learning Program
Transportation
ASD
Assigned to Sub. Year's Budget
Unassigned

Total Fund Balances
Total Liabilities and Fund Balances $ 747,792 $

SHARED SERVICES
Balance Sheet
Governmental Funds
June 30, 2020

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 as assets in governmental funds. The cost of the assets is $215,063,
and the accumulated depreciation is $146,969.

Total
General Special Nonmajor Governmental

Fund Activities Transport Funds Funds
$639,053 $ - $ - 38 - $ 639,083
- 61,032 6,709 39734 107,475
38,637 7,786 1,508 48,920 96,851
70,102 - 352,160 18,501 440,763
68,818 $ 360,377 $ 107,155 § 1,284142
$217,107 % 8,570 % - % - $ 225677
- 15,024 17,625 12,464 45013
203 - - 4,814 5017
21,877 - - 5,101 26,978
370,661 37,612 - 32,590 440,763
609,848 61,106 17,625 54,969 743,448
38,637 - - 38,637
- - - 3,083 3,083
- 7,712 - - 7,712
- - - 2,229 2,229
- - - 15,629 15,629
- - - 3,698 3,598
- - - 8,234 8,234
- - - 9,294 9,294
- - - 2,408 2,408
- - 342,852 - 342,852
- - - 10,209 10,209
169,770 - - - 169,770
(70,463) - - {2,498) (72,981)
137,944 7,712 342,852 52,186 540,694

68,818 $ 360,377 $ 107,156

68,004
$ 608,788

Net position of governmental activities

The accompanying notes are an integral part of this financial statement.
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SHARED SERVICES
Combined Statement of Revenues, Expenditures, and Changes in Fund Balance
All Governmental Fund Types
For the Year Ended June 30, 2020

Nonmajor
General Special Governmental
REVENUES Fund Activities Transport Funds Total
Town/Cily Revenues:
Town of Barkhamsted $ 321,719 $280952 $ 11,497 % 63,229 $ 686,397
Town of Colebrook 108,077 27,364 18,336 95,672 247,449
Town of Hartland 305,945 30,912 15,201 372,454 724,512
Town of Lyme/Otld Lyme - - - - -
Town of Middletown - - - - -
Town of New Hartford - - - - -
Town of Norfolk 156,239 130,794 33,491 85,832 408,356
Town of Winchester - 4,096 91,585 363,211 458,892
City of Torrington - 3,044 71,853 306,137 381,034
Other Towns - 1,600 - 8,651 10,251
EdConn - - 5,542 - 5,542
State and Federal Grants - - - 459,674 459 674
Regional School District No. 1 - 791 13,750 94,741 109,282
Regional School District No. 7 794,881 139,392 212,553 665,002 1,811,918
State Retirement Funding 510,577 - - “ 510,577
Interest income 4,124 - - - 4,124
Interfund Services Provided 112,091 - - 112,091
Other income 4,711 - 10,525 - 15,236
Total Revenues 2,318,364 627,945 482,333 2,514,693 5,943,335
EXPENDITURES
Current:
instruction and Instruction-Related Services 2,318,403 607,758 - 2,161,310 5,087,471
Vocational Education - - - 228,658 228,658
Support Services-Transportation - - 367,675 10,470 378,145
Interfund Services Used - 21,807 5670 84,814 112,091
Capital Outlay - - 16,063 - 15,963
Total Expenditures 2,318,403 629,365 389,308 2,485,252 5,822,328
Excass/(Deficiency) of Revenues
Over Expenditures {39) (1,420} 93,025 29,441 121,007
OTHER FINANCING SOURCES/(USES)
Transfers in - - - 262,963 262,983
Transfers out - - - (262,963) (262,963)
Total other financing sources/(uses) - - - - -
Revenues and Other Financing Sources
Over/{Under) Expenditures and Other
Financing Sources/{Uses) (39) (1,420) 93,025 29,441 121,007
Fund Balance, Beg. of Year 137,983 9,132 249,827 22,745 419,687
Fund Balance, Endof Year $ 137,944 $ 7,712 § 342852 $ 52,186 § 540,694

The accompanying notes are an integral part of the financial statements.

13



SHARED SERVICES
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund
Balance to the Statement of Activities
For the Year Ended June 30, 2020

Total Net Change in Fund Balances - Governmental Funds $ 121,007

Amounts reported for governmental activities in the statement of
activities are different because

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
is allocated over their estimated useful lives as depreciation

Capital Outlay 28,635
Depreciation Expense (27,382)
Change in net position of governmental activities $ 122,260

The accompanying notes are an integral part of the financial statements.
14




SHARED SERVICES
Budgetary Comparison Statement
For the Year Ended June 30, 2020

Budgeted Amounts Over
REVENUES: Qriginal Einal Actual (Under)
Town Revenues $ 1,691,215 $ 1691215 §$ 1,691,572 $ 357
Intergovernmental Revenues 437,783 437,783 459,674 21,891
Admin Fees 70,000 70,000 112,091 42,091
Interest Income 7,500 7,500 4,124 (3,376)
Appropriated from Surplus 163,400 163,400 39 (163,361)
Total Revenues 2,369,898 2,369,898 2,267,500 (102,398)
EXPENDITURES:
Salaries $ 1,814,742 $ 1,814,742 $ 1,738,772 $  (75,970)
Employee Benefits 420,867 420,867 371,290 (49,577)
Purchased Prof. Tech. Services 24,350 24,350 67,782 43,432
Purchased Property Services 8,571 8,571 2,003 (6,568)
QOther Purchased Services 77,218 77,218 70,244 (6,974)
Supplies 18,300 18,300 15,241 (3,059)
Capital Outlay 4,000 4,000 1,703 (2,297)
Admin Dues/Fees/Conf 1,850 1,850 465 (1,385)
Total Expenditures 2,369,898 2,369,898 2,267,500 (102,398)
Excess/(Deficiency) of Revenues
Over Expenditures $ - % - $ - $ -

The accompanying notes are an integral part of the financial statements.
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SHARED SERVICES
Notes to the Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Shared Services conform to accounting principles generally
accepted in the United States of America applicable fo state and local governmental units.
The following is a summary of the more significant policies:

Reporting Entity

The financial statements of Shared Services include the accounts of all agency operations.
Shared Services is not reported as a component unit and is not included in the financial
statements of its member schools because it is financially independent, mainfains control
over its own operations, is accountable for its own fiscal matters, and designates its own
management. Shared Services also has no special financing relationships with its members.

The financial statements include all of the funds of Shared Services that meet the criteria for
defining the reporting entity set forth in pronouncements prescribed by the Governmental
Accounting Standards Board (GASB). The criteria clarify which organizations, functions, and
activities of government should be included in the combined financial statements of the
governmental unit. They conclude that the basic, but not the only, criteria for including a
governmental department, agency, institution, commission, public authority or other
governmental organization in Shared Services' combined financial statements is the exercise
of oversight responsibility over such agencies by Shared Services' elected officials.
Oversight responsibility is derived from Shared Services power and inciudes but is not limited
to: financial interdependency; selection of governing authority; designation of management;
and ability to significantly influence operations and accountability for fiscal matters. Based
upon the aforementioned criteria, there are no component units to be included within the
reporting entity.

Shared Services prepares its financial statements in accordance with generally accepted
accounting principles as promuigated by the Governmental Accounting Standards Board
(GASB).

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the Agency.
For the most part, the effect of interfund activity has been removed from these statements.

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

Separate financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.

16




SHARED SERVICES
Notes to the Financial Statements

Measurement focus, Basis of Accounting, and Financial Statements Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Their revenues are
recognized when they become measurable and available. Available means collectible within
the current period or soon enough thereafter to be used to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Certain special revenue grants are
recorded as revenues at the time expenditures are made, since the expenditure of such funds
is the prime factor for determining eligibility for reimbursement by state and federal agencies.
Grants authorized but unexpended, if any, generally appear as refundable advances of
Shared Services. Exceptions to this general rule include: voluntary non-exchange
transactions when all eligibility requirements have been met. Expenditures are generally
recognized under the modified accrual basis of accounting when the related fund liability is
incurred. Exceptions to this general rule include: accumulated unpaid vacation, interest on
long-term debt, and claims and judgments that are recorded only when payment is due.

The accounts of Shared Services are organized on the basis of funds, each of which is a
separate accounting entity with its own self-balancing accounts that compromise its assets,
Habilities, fund balances, revenues, and expenditures. The individual funds account for the
governmental resources allocated to them for the purpose of carrying specific activities in
accordance with laws, regulations, or other restrictions.

The government reports the following major governmental funds:

The General Fund is established to account for the resources devoted to financing the
services that Shared Services performs for its member towns and residents that are
not required legally, or by sound financial management, to be accounted for in another
fund. General revenues from the towns, and other sources of revenue used to finance
the fundamental operations of the Agency, are included in this fund.

The Special Activities Fund is established to account for additional services and
general items as needed for support staff and students. These items and services
are purchased by the local Boards of Education. Revenues are separately billed to
towns and school districts.

The Transportation Fund is established to account for transportation services that
provide transportation for vocational students to and from job sites and schools for
special education students. Revenue is separately billed to towns.

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

wide financial statements. Exceptions to this rule include charges between functions because
the elimination would distort the direct costs and program revenues.
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Budgetary Data

Formal budgetary accounting is employed as a management tool for the General Fund, IDEA
Grant, Title | Grant, and Preschool Grant Funds of the Agency. An annual operating budget
is adopted each fiscal year and amended as required. The Agency uses the cash basis of
accounting, instead of modified accrual basis of accounting in preparing its budget and in
monitoring its results of operations.

The cash basis of accounting differs from the modified accrual basis, primarily, in that
revenues are recognized only when received, and expenses are recognized only when paid.
No provision is made for accounts receivable, accounts payable, prepaid expenses, or
accrued expenses. The Agency has chosen to use the cash basis to simplify its
recordkeeping, and to more easily monitor the status of its cash flows.

The Agency'’s general budget policies are as follows:

e The Committee prepares the proposed budget with input and recommendations from
the Superintendents’ Council.

+ Budgeted amounts are presented as originally adopted as well as amended by the
Commiittee for Shared Services.

* The budgeted assessments are integrated into the respective budgets of the Boards
of Education of each member.

s When the Committee for Shared Services approves their respective budgets, the
Committee budget is technically approved.

e Generally, appropriations lapse at year-end.

« Classifications of certain expenditures under generally accepted accounting principles
differ from classifications utilized for budgetary purposes.

¢ The approved annual budget is used as a control device for the General Fund and
other governmental funds.

e Greater emphasis is placed on complying with the grant budget, terms, and conditions
on a grant-by-grant basis. These terms and conditions usually specify the period
during which costs may be incurred and outline budget restrictions or allowances. The
individual grant period budgets are used as the control device within the Special
Revenue Funds.

s As a matter of policy, the Executive Director is authorized to transfer budgeted
amounts between accounts. However, the Committee would approve any revisions
that would substantially increase or decrease total expenditures by resolution during
its regular monthly meeting.
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The Budgetary Comparison Statement (non-GAAP Budgetary Basis) represents
comparisons of the legally adopted budget with actual data on a budgetary basis. Since
accounting principles applied for purposes of developing data on a budgetary basis differ
significantly from those used to present financial statements in conformity with generally
accepted accounting principles, a reconciliation of differences in excess of revenues and
expenditures and other sources of financial resources with expenditures for the year ended
June 30, 2020 is presented as follows:

GAAP Entity Perspective  Budgetary
Basis Differences Differences Basis
Revenues $ 2,318,364 $ 459,674 $ (510,538) $ 2,267,500
Expenditures (2,318,403) (459,674) 510,577 (2,267 ,500)
Excess of revenues
over/(under) expenditures 3 (39) § - 3 39 § -

The perspective basis differences include recognition of grants and encumbered
expenditures. Entity differences are due to revenues and expenses reported in other funds
for GAAP purposes.

The Budgetary Comparison Statement presents a comparison of budgetary data to actual
results or operations and contains the General Fund, IDEA Grant, Title | Grant, and Preschool
Grant Funds for which an operating budget is adopted.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund
Balance

Cash and Cash Equivalents — Cash consists primarily of depository accounts. Cash
equivalents are comprised of an open-end mutual fund that consists of U.S. government and
federal agency instruments and repurchase agreements. Both cash and cash equivalents are
stated at cost, which approximates market value.

Accounts Receivable — Accounts receivable reflect tuition and fees due from both member
and nonmember towns and school districts for any additional costs of providing special
education services to their students. The amounts due are recorded when the additional costs
are incurred. Since these costs are incurred under agreement with the related towns and
school districts, they are reported at gross value and no provision is made for doubtful
accounts.

Prepaid Expenses — Payments made to vendors for services that will benefit periods beyond
June 30, 2020, primarily insurance premiums, are recorded as prepaid items.

Capital Assets — Capital assets, which include equipment, fixtures, and other long-lived
assets, are reported in the applicable governmental activities column in the government-wide
financial statements. The government defines capital assets as assets with an initial,
individual cost of more than $2,000 and an estimated useful life in excess of two years. Such
assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.
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The costs of normal maintenance and repairs that do not add o the value of the asset or
materially extend assets lives are not capitalized.

Property, plant, and equipment is depreciated using the straight-line method over the
following estimated useful lives:

Assets Years
Building Improvements 20
Office Equipment 5-7

Computer Equipment 5

Deferred Qutflows/inflows of Resources — In addition to assets, the statement of financial
position will sometimes report a separate section for deferred outflows of resources. This
separate financial statement element, deferred outflows of resources, represent a
consumption of net position that applies to a future period(s) and so will not be recognized as
an outflow of resources (expense/expenditure) until then. Shared Services has no deferred
outflows of resources.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement section element,
deferred inflows of resources, represents and acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow or resource (revenue) until that
time. Shared Services has no deferred inflows of resources.

Vacation, Sick Leave, and Other Compensated Absences — Agency employees are entitled
to certain compensated absences based on their length of employment. Administrative
employees receive paid vacation fime, while professional staff and aides receive unpaid
vacation in accordance with their collective bargaining agreement, offers of employment, and
the school calendars. Administrative staff may accumulate a limited amount of vacation until
termination of employment, when it is paid. The current portion of vacation, which would be
liquidated with expendable available resources, is not material.

Sick leave may only be accumulated to be used for future absences and does not vest. Since
the amount that would be liquidated with expendable available resources cannot be
determined, compensated absences are recorded as expenditures when they are paid.

Encumbrances — Encumbrance accounting, under which purchase orders, contracts, and
other commitments for the expenditure of monies are recorded in order to reserve that portion
of the applicable appropriation, is used in governmental funds. Recording of encumbrances
is part of the governmental funds budgetary accounting system and is used for budgetary
control and cash management. Encumbrances outstanding at the year-end have materially
lapsed.

interfund Receivables/Payables — Activity between funds that are representative of
lending/borrowing arrangements outstanding at the end of the fiscal year are referred to as
either interfund receivables and payables arise from interfund transactions and are recorded
by all funds affected in the period in which transactions are executed.
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Fund Equity and Nef Position — in the government-wide financial statements, net position is
classified in the following categories:

Net Investment in Capital Assets — This category groups all capital assets, including
infrastructure, into one component of net position. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acquisition, construction or
improvement of these assets reduce this category.

Restricted Net Position — This category presents external restrictions imposed by
creditors, grantors, contributors or laws or regulations or other governments and
restrictions imposed by law through constitutional provisions or enabling legislation.

Unrestricted Net Position ~ This category represents the net position of Shared
Services, which are not restricted for any project or other purpose.

When both restricted and unrestricted net position are available, Shared Services first applies
restricted resources when an expense is incurred.

In the fund financial statements, fund balances of governmental funds are classified in the
following five separate categories:

Nonspendable Fund Balance — Indicates amounts that cannot be spent because they
are either not in spendable form, or are legally or contractually required to be
maintained intact. Examples are items that are not expected to be converted to cash
including prepaid expenditures and permanent fund principal.

Restricted Fund Balance ~ Indicates amounts that are restricted to specific purposes.
The spending constraints placed on the use of fund balance amounts are externally
imposed by creditors, grantors, contributors or laws or regulations of other
governments and restrictions imposed by law through constitutional provisions or
enabling legislation.

Committed Fund Balance — Indicates amounts that can be used only for specific
purposes pursuant to constraints imposed by formal budgetary action of three of the
five member Boards in accordance with provisions of the Connecticut General
Statutes.

Assigned Fund Balance — Indicates amounts that are constrained by Shared Services
intent to be used for specific purposes, but are neither restricted nor committed. Intent
is expressed by formal action of the Committee for Shared Services.

Unassigned Fund Balance — Represents the remaining fund balance after amounts
are set aside for all other classifications.

Shared Services has not established a formal policy for its use of restricted and unrestricted
(committed, assigned, unassigned) fund balance; however, Shared Services generally used
restricted fund balance first if the expenditure meets the restricted purpose, followed by
committed, assighed and unassigned amounts.
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Revenues, Expenditures, and Expenses
Revenues and expenditures for governmental funds are recorded when they are determined
to be both measurable and available.

All member school districts are required to pay annual assessments to Shared Services.
Generally, fees and assessments are recognized when received, or earlier if the susceptible-
to-accrual criteria are met.

Federal grant revenue is recognized when qualifying expenditures are incurred in accordance
with program guidelines. Such revenue is subject to review by the funding agency and may
result in disallowance in subsequent periods. Grant revenue is also contingent upon
continuing availability of funds from the funding source and the continuing eligibility of the
State of Connecticut to receive such funds. Therefore, a change at the federal or state level
may result in awarded funds being discontinued before they have been completely disbursed.

Expenditures for governmental funds are recorded when the liability is incurred.

Restricted Resources

When both restricted and unrestricted resources are available for certain expenses, Shared
Services expends restricted resources first and uses unrestricted resources when the
restricted funds are depleted.

NOTE 2 - DETAIL NOTES ON ASSETS, LIABILITIES AND EQUITY

Cash and Cash Equivalents

The deposits of public funds are controlled by the Connecticut General Statues. The following
is a summary of cash and cash equivalents at June 30, 2020.

Detailed Cash Notes on all Funds

Demand Accounts $ 318,517
Money Market 320,536
Total Cash and Cash Equivalents $ 639,053
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Deposits and Investments

Custodial Credit Risk - Deposits: Custodial credit risk is the risk that in the event of a bank
failure, the Agency’s deposits may not be returned to it. The Agency does not have a deposit
policy for custodial credit risk. At year-end, the Agency’s carrying amount of deposits was
$639,053 and the bank balance was $658,612. Of the bank balance, Federal Depository
Insurance Corporation covered $500,000. As of June 30, 2020, $158,612 of the bank balance
was exposed to custodial credit risk as follows:

Uninsured and uncollateralized $ 92,751
Uninsured and collateral held by
pledging bank's Trust department
not in Shared Services' name 65,861
Total § 158,612

Shared Services does not have a policy governing deposit of funds other than the
requirements of the Connecticut General Statutes.

Investments: In general, State of Connecticut Statutes allow the Agency to invest in
obligations of the United States of America or United States government sponsored
corporations, in shares or other interests in any custodial arrangement, pool, or no-load,
open-end management type investment company or investment trust, in obligations of any
state or political subdivision rated within the top two rating categories of any nationally
recognized rating service, or in obligations of the State of Connecticut or political subdivision
rated within the top three rating categories of any nationally recognized rating service.

Shared Services held no investments at June 30, 2020.
Capital Assets

Beginning Ending
Balances increases Decreases Balances

Governmental Activifies:
Capital Assets:

Vehicles $ 195200 §$ 244863 $ (31,199} § 188,554

Leasehold Improvements 2,913 - - 2,913

Furniture and Equipment 19,424 4,172 - 23,596
Total Capital Assets 217,627 28,635 (31,189) 215,063
Less Accumulated Depreciation for;

Vehicles 132,442 25,958 (31,199} 127,201

l.easehold Improvements 1,820 147 - 1,967

Furniture and Equipment 16,524 1,277 - 17,81
Total Accumulated Depreciation 150,786 27,382 (31,199) 146,969
Governmental Activities Capital Assets, Net $ 66841 $ 1253 % - $ 68,004
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Depreciation expense was charged to various functions as follows:

Instruction and Instruction-Related Services $ 1,425
Transportation 25 957
Total $ 27382

NOTE 3 — INTERFUND ADVANCES

Interfund advances that resulted from various interfund transactions were as follows:

Due From:

General Special Nonmajor

Due To: Fund Activities Funds Total
General Fund 3 - $37,512 $ 32590 § 70,102
Transportation 352,160 - - 352,160

Nonmajor Funds 18,501 - - 18,501

$370,661 $37,512 $ 32590 $440,763

All revenues and expenses for all funds are received and disbursed from within the Generai Fund.
The amount due to the Transportation and Nonmajor funds reflects any remaining funds.

The balance due to the General Fund represents funds owed by the Special Activities and
Nonmajor Funds for expenses paid by the General Fund.

Interfund Transfers for the year are summarized below:

Transfers From:

AlM
Program HTA LINKS Total
Transfer To:
AIM Program $ 43163 $ - $ - $ 43163
ILP Program 48,700 - 77,507 126,207
Gen Support - - - -
SPED Region 7 Tuition - 22 93,571 93,593
Total $ 91,863 $ 22 $171,078 3 262,963

Transfers are used to allocate expenses between funds which share resources.
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NOTE 4 — PENSION PLAN

The certified staff of Shared Services participates in the Connecticut Teachers’ Retirement System.
The Teachers’ Retirement System is administered under the provisions of Chapter 167a of the
Connecticut General Statutes. Participation in the plan is restricted to certified staff employed in
the public schools of Connecticut and members of the professional staff of the State Department
of Education or the Board of Governors of Higher Education and their constituent units.
Participation in the plan is mandatory for certified personnel of local boards of education who are
employed for an average of at least one-half of a school day.

Under the provisions of the plan, and Section 10-183b(7) of the Connecticut General Statutes,
members are required to contribute 8.25% of their annual salary to the system, with the State of
Connecticut funding the remaining cost of the benefits. A member who completes 10 years of
Connecticut public school service is eligible for a vested benefit commencing at age 60. Members
are fully vested in any additional voluntary contributions they make.

Shared Services has no legal obligation to contribute to this retirement fund. Mandatory
contributions of $136,990 for the 2019-2020 were deducted from the salaries of teachers who were
participants of the plan during the school year.

The State of Connecticut makes contributions to the system based on a biennial actuarial study,
described in sections 10-183L and 10-183z, C.G.S. Based on Shared Services total covered
payroll of $1,660,485 the state’s estimated pension contribution made on behalf of the eligibie
Shared Services employees was $496,994,

Plan Description - Teachers, principals, superintendents, and supervisors engaged in service of
public schools are provided with pensions through the Connecticut State Teachers’ Retirement
System- a cost sharing multiple-employer defined benefit pension plan administered by the
Teachers Retirement Board (TRB). Chapter 167a of the State Statutes grants authority to establish
and amend the benefited terms to the TRB Board. TRB issues a publicly available financial report
that can be obtained at www.ct.gov.

Benefit Provisions - The plan provides retirement, disability and death benefits. Employees are
eligible to retire at age 60 with 20 years of credited service in Connecticut, or 35 years of credited
service including at least 25 years of service in Connecticut.

Normal Retirement - Retirement benefits for the employees are calculated as 2% of the
average annual salary times during the years credited service (maximum benefit is 75% of
average annual salary during the 3 years of highest salary).

Early Retirement - Employees are eligible after 25 years of credited service including 20 years
of Connecticut service, or age 55 with 20 years of credited service including 15 years of
Connecticut service with reduced benefit amounts.

Disability Retirement - Employees are eligible for service-related disability benefits regardless
of length of service. Five years of credited service is required for nonservice-related disability
eligibility. Disability benefits are calculated as 2% of average annual salary times credited
service to date of disability, but not less than 15% of average annual salary, nor more than
50% of average annual salary.
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Contributions - Per Connecticut General Studies Section 10-183z (which reflects Public Act 79-436
as amended), contribution requirements of active employees and the State of Connecticut are
approved and amended and certified by the State Teachers Retirement Board and appropriated by
the General Assembly.

Employer (School Districts)
School District employers are not required to make contributions to the plan.

The statutes require the State of Connecticut to contribute 100% of each school districts’
required contributions, which are actuarially determined as an amount that, when combined
with employee contributions, is expected to finance the costs of the benefits earned by
employees during the year, with any additional amount to finance any unfunded accrued
liability. The contributions made by the State on behalf of the District for the year ended
June 30, 2020 were estimated to he $496,994, and were recognized as revenues and
expenditures in the General Fund.

Employees:
Participants are required to contribute 8.25% of their annual salary to the System as required

by CGS Section 10-183b(7). For the year ended June 30, 2020 the certified teacher's
contribution to the Connecticut Teacher's Retirement Board was $136,990. Shared
Services' covered payroll for the year ended June 30, 2020 was approximately $1,660,485.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions - At June 30, 2020, Shared Services reports no amounts for its
proportionate share of the net pension Hability, and related deferred outflows and inflows due to the
statutory requirement that the State pay 100% of the required contribution. The amount recognized
by the Town as its proportionate share of the net pension liability, the related state support, and the
total portion of the net pension liability that was associated with Shared Services were as follows:

Shared Service's proportionate share of the net pension liability $ -

State's proportionate share of the net pension liability
associated with Shared Services $ 8,565,769

Total b 6,565,769

The net pension liability was measured as of June 30, 2019, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2018. At
June 30, 2020 Shared Services has no proportionate share of the net pension liability. For the year
ended June 30, 2020, Shared Services recognized benefits expense and contribution revenue of
$496,994 in the governmental funds for on-behalf amounts for the benefits provided by the state.
In the Government-wide financial statements, Shared Services recognized $806,388 for pension
expense related to actuarial liabilities for on-behalf amounts for the benefits provided by the State.

Actuarial Assumptions - The total pension liability was determined by an actuarial valuation as of
June 30, 2018, using the following actuarial assumptions, applied to all periods included in the
measurement.

Inflation 2.75%
Salary increase 3.25-6.50%, including inflation
Investment rate of return 6.90%, net of pension plan investment

expense, including inflation
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Mortality rates were based on the RPH-2014 White Collar Mortality Table with employee and
annuitant rates blended from ages 50 to 80, projected to the year 2020 using the BB
improvement scale.

Future Cost-of-Living increases for members who were members after July 1, 2107, pension
benefits adjustments are consistent with those provided for Social Security benefits on
January 1 of the year granted, with a maximum of 5% per annum. If the return on assets in
the previous year was less than 11.5%, the maximum increase is 3%, and if the return on
assets in the previous year was less than 8.5%, the maximum increase is 1%.

The long-term expected rate of return on pension plan investments was determined using a
log-normal distribution analysis in which best-estimate ranges of expected future real rates of
return (expected returns, net of pension plan investment expense and inflation) are developed
for each major asset class. These ranges are combined to produce the long-term expected
rate of return by weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. Best estimates of arithmetic real rates
of return for each major class are summarized in the following table:

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
Public Equity - US Equity 20.00% 8.1%
Public Equity - International Developed Equity 11.00% 8.5%
Public Equity - Emerging Markets Equity 9.00% 10.4%
Fixed Income - Core Fixed Income 16.00% 4.6%
Fixed Income - Inflation Linked Bonds 5.00% 3.6%
Fixed Income - High Yield 6.00% 68.5%
Fixed Income - Emerging Market Debt 5.00% 52%
Private Equity 10.00% 9.8%
Real Estate 10.00% 7.0%
Alternative Investments - Real Assets 4.00% 8.2%
Alternative Investments - Hedge Funds 3.00% 5.4%
Liquidity Fund 1.00% 2.9%
Total 100%

Discount Rate - The discount rate used to measure the total pension liability was 6.90%. The
projection of cash flows used to determine the discount rate assumed that plan member
contributions will be made at the current contribution rate and that State contributions will be
made at the actuarially determined rates in future years. Based on those assumptions, the
pension plan’s fiduciary net position was projected to be available to make all projected future
benefit payments of current plan members. Therefore, the long-term expected rate of return
on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.
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Sensitivity of the net pension liability to changes in the discount rate — Shared Service’s
proportionate share of the net pension liability is $0, and therefore the change in the discount
rate would only impact the amount recorded by the State of Connecticut. The following
presents the net pension liability, calculated using the current discount rate, as well as what
the net pension liability would be if it were calculated using a discount rate that is 1-percentage
point lower or 1-percentage point higher than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(5.90%) (6.90%) (7.90%)
Net Pension liability $8,1920,236 $6,565,827 $5,200,185

NOTE 5 — OTHER POST-EMPLOYMENT BENEFITS

Plan Description — Teachers, principals, superintendents or supervisors engaged in service
of public schools are provided with benefits, including retiree heaith insurance, through the
Connecticut Teachers’ Retirement System-—a cost sharing multi-employer defined benefit
pension plan administered by the TRB. Chapter 167a of the State Statutes grants authority
{o establish and amend the benefit terms to the TRB. TRS issues a publicly available financial
report that can be obtained at www.ct.qov.

Benefit Provisions — The Plan covers retired teachers and administrators of public schools in
the State who are receiving benefits from the Plan. The Plan provides healthcare insurance
benefits to eligible retirees and their spouses. Any member that is cutrently receiving a
retirement or disability benefit through the Plan is eligible to participate in the healthcare
portion of the Plan. Subsidized Local School District Coverage provides a subsidy paid to
members still receiving coverage through their former employer and the TRB Sponsored
Medicare Supplemental Plans provide coverage for those participating in Medicare, but not
receiving Subsidized Local School District Coverage.

Any member that is not currently participating in Medicare Parts A & B is eligible to continue
healthcare coverage with their former employer. A subsidy of up to $110 per month for a
retired member plus an additional $110 per month for a spouse enrolled in a local school
district plan is provided to the school district to first offset the retiree’s share of the cost of
coverage, any remaining portion is used to offset the district's cost. The subsidy amount is
set by statute, and has not increased since July of 1996. A subsidy amount of $220 per month
may be paid for a retired member, spouse or the surviving spouse of a member who has
attained the normal retirement age to participate in Medicare, is not eligible for Part A of
Medicare without cost, and contributes at least $220 per month towards coverage under a
local school district plan.

Employees are eligible to retire at age 60 with 20 years of credited service in Connecticut, or
35 years of credited service including at least 25 years of service in Connecticut.
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Contributions — Per Connecticut General Statutes Section 10-183z (which reflects Public Act
79-436 as amended), contribution requirements of active employees and the State of
Connecticut are amended and certified by the TRB and appropriated by the General
Assembly. The State pays for one third of plan costs through annual appropriation in the
General Fund.

School district employers are not required to make contributions to the Plan. The State of
Connecticut’'s estimated allocated contribution to the Plan on behalf of the Town was $13,583.

The cost of providing plan benefits is financed on a pay-as-you-go basis as follows: active
teachers’ pay for one third of the Plan costs through a contribution of 1.25% of their
pensionable salaries, and retired teachers pay for one third of the Plan costs through monthly
premiums, which helps reduce the cost of heaith insurance for eligible retired members and
dependents.

Actuarial Assumptions — The total OPEB liability was determined by an actuarial valuation as
of June 30, 2019 using the following actuarial assumptions and other inputs, applied to all
periods included in the measurement:

Inflation 2.5%

Real Wage Growth 0.75%

Wage Inflation 3.25%

Salary increases 3.25-6.50%, including inflation

Long-term investment rate of return 3.0%, net of OPEB plan investment expense,

including inflation

Municipal bond index rate:
Measurement Date 3.50%

Prior Measurement Date 3.87%
The projected fiduciary net position is projected to be depleted in 2019.

Single equivalent interest rate

Measurement Date 3.50%, net of OPEB plan investment
expense, including price inflation
Prior Measurement Date 3.87%, net of OPEB plan investment

expense, including price inflation
Healthcare cost trend rates:

Pre-Medicare 5.95% for 2018 decreasing to an ultimate Rate
of 4.75% by 2025
Medicare 5.09% for 2018 decreasing to an ultimate Rate

of 5.09% by 2028
Mortality rates were based on the RPH-2014 White Coliar table with employee and annuitant

rates blended from ages 50 to 80, projected to the year 2020 using the BB improvement
scale.
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Long-Term Rate of Return — The long-term expected rate of return on plan assets is reviewed
as part of the GASB 75 valuation process. Several factors are considered in evaluation the
long-term rate of return assumption, including the Plan’s current asset allocations and a log-
normal distribution analysis using the best-estimate ranges of expected future real rates of
return (expected return, net of investment expense and inflation) for each major asset class.
The long-term expected rate of return was determined by weighing the expected future real
rates of return by the target asset allocation percentage and then adding expected inflation.
The assumption is not expected to change absent a significant change in the asset allocation,
a change in the inflation assumption, or a fundamental change in the market that alters
expected returns in future years.

The target asset allocation and best estimates of geometric real rates of return for each major
asset class are summarized in the following table:
Expected 10-Year

Target Geometric Real  Standard
Asset Class Allocation Rate of Return  Deviation
U.S. Treasuries (Cash Equivalents) 100.0% 0.41% 2.31%
Price inflation 2.50%
Expected rate of return (Rounded nearest 3.00%

0.25%)

Discount Rate — The discount rate used to measure the total OPEB liability was 3.50%. The
projection of cash flows used to determine the discount rate was performed in accordance
with GASB 75. The projection’s basis was an actuarial valuation performed as of June 30,
2018. :

In addition to the actuarial methods and assumptions of the June 30, 2018 actuarial valuation,
the following actuarial methods and assumptions were used in the projection of cash flows:

e Total payroll for the initial projection year consists of the payroll of the active
membership present on the valuation date. In subsequent projection years, total
payroll was assumed to increase annually at a rate of 3.25%.

o Employee contributions were assumed to be made at the current member contribution
rate. Employee contributions for future plan members were used to reduce the
estimated amount of total service costs for future plan members.

o No future employer contributions were assumed to be made.

Based on those assumptions, the plan’s fiduciary net position was projected to be depleted

in 2019 and, as a result, the Municipal Bond Index Rate was used in the determination of the
single equivalent rate.
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Sensitivity of the Net OPEB Liability to Changes in Healthcare Cost Trend Rates — The
following presents the total OPEB lability, calculated using current cost trend rates, as well
as wat the Plan’s net OPEB liability would be if it were calculated using healthcare cost trend
rates that are 1-percentage point lower or 1-percntage point higher than current healthcare
cost trend rafes:
1% Lower Current 1% Higher
Trend Rates Trend Rates  Trend Rates

Initial Healthcare Cost Trend Rate 4.95%/4.00% 5.95%/5.00% 6.95%/6.00%

Ultimate Healthcare Cost Trend 3.75% 4.75% 5.75%
Rate
Total OPEB Liability $853,044 $1,023,951 $1,252,252

Sensitivity of the Net OPERB Liability fo Changes in Discount Rates — The following presents
the net OPEB liability, calculated using the current discount rate, as well as what the net
OPERB iiability would be if it were calculated using a discount rate that is 1-percentage point
lower or 1-percentage point higher than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(2.5%) (3.5%) {(4.5%)
Net OPEB liability $1,220,242 $1,023,951 $867,643

NOTE 6 - LEASES

Shared Services currently leases its office space from Regional School District #7, a member
of the Committee. The lease, which is subject to annual renewal, includes charges for rent
and snowplowing. Those charges totaled $6,100 for the fiscal year ended June 30, 2020.

Barkhamsted Board of Education — Shared Services leased facilities from the Barkhamsted
Board of Education, for the purpose of operating the autism spectrum disorder program. The
lease payment of $15,000 was recorded as an expenditure in the ASD fund for the fiscal year
ended June 30, 2020.

Shared Services leased space for the HTA program. The lease calls for lease payments of
$2,250 for 4 years commencing August 1, 2018 through July 31, 2022 at monthly rate of
$2,250. Total lease payments for 2020 was $24,750.

Shared Services entered into a lease agreement for a Ricoh MP C3004 copier. The lease

was signed beginning January 2017 requiring monthly lease payments of $187 through
December 2021. Total lease expense for 2020 was $2,242.
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Future lease payments required are as follows:

2021 $ 29,242
2022 28,121
2023 2,250
2024 -

NOTE 7 — RISK MANAGEMENT

Shared Services is exposed to various risks of loss related to torts; thefts of, damage to, or
destruction of assets; errors or omissions; injuries to employee; and natural disasters. The
Agency purchases commercial insurance for most risks of loss. Neither the Agency nor its
insurers have settled any claims that exceed the Agency’s insurance coverage. There have
been no reductions in insurance coverage from amounts in prior year. Shared Services is a
member of the Connecticut Interlocal Risk Management Agency (CIRMA), an unincorporated
association of Connecticut local public agencies that was formed for the purpose of
establishing and administering an interlocal risk management program.

Shared Services is also a member of CIRMA’s Workers’ Compensation Pool, a risk-sharing
pool providing statutory benefits pursuant to the provisions of the Connecticut Workers’
Compensation Act. The Agency pays an annual premium to the pool for its coverage.
Premiums are accrued based on the ultimate cost of the experience to date of a group of
entities. Shared Services does not accrue for any possible additional loss contingencies, as
it cannot estimate them from current information about reported and unreported claims. The
coverage is subject to an incurred loss retrospective rating plan and losses incurred will be
evaluated at various specified periods after effective date of coverage. The contribution
(premium) is also subject to payroll audit at the close of the coverage period.

This agreement for formation of CIRMA provides that the pool will be self-sustaining through
member premiums and will reinsure through commercial companies. For the 2018-2020
policy year, reinsurance covered all claims in excess of $1,000,000 per occurrence, without
limitation on the excess. The pooling agreement allows for the pool to make additional
assessments to make the pool self-sustaining. The Agency cannot estimate that amount of
such additional assessments and has not been notified that any assessments are
forthcoming.

The Agency continues to carry commercial coverage for all other risks of loss, including

commercial liability and automobile, school board fiability, and employee dishonesty
coverage.
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NOTE 8 - RELATED PARTIES

Shared Services provides special education services on a regional basis to the towns of
Barkhamsted, Colebrook, Hartland, Norfolk, Regional School District #7, and in specific
circumstances, students from other towns. In exchange for these services, Shared Services
derives its revenues primarily from its member boards of education.

Barkhamsted Board of Education
Lease and occupancy transactions are described in Note 6.

Regional School District #7 — Shared Services is located on the school grounds and serves
the same student population as Regional School District #7. Therefore, there are transactions
between the parties that facilitate Shared Services’ operations. Lease and occupancy
transactions are described in Note 6.

Additional transactions are as follows:
The financial statements include payments due to and from related parties reported as

Accounts Receivable and Accounts Payable. The amounts due to and from related parties
at June 30, 2020 are as follows:

Amounts due from Related Parties reported as Accounts Receivable:

Barkhamsted $ -
Colebrook 845
Hartland 1,855
Norfolk 80,496
Regional School District No. 7 4 637

$ 87,833

Amounts due to Regional School District #7 was $71,791 as Accounts Payable.

NOTE 9 - OTHER MATTERS

When employees are laid off due to a staff reduction, they are eligible for unemployment
compensation. Since Shared Services does not belong to the State of Connecticut
Unemployment Compensation Fund, they must reimburse the State for any unemployment
claims on a current basis. Amount paid during the fiscal year ended June 30, 2020 totaled
$30,415.
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NOTE 10 - FUND BALANCES

The following funds reported a deficit balance at June 30, 2020.
Town Medicaid $ 2,498

NOTE 11 — RISKS AND UNCERTAINTIES

The World Health Organization declared the coronavirus outbreak (*COVID-19") a pandemic.
The impact of COVID-19 could negatively affect Shared Services’ operations, vendors, and/or
member schools.  The extent to which the COVID-19 impacts the financial position will
depend upon future developments, which are highly uncertain and cannot be predicted,
including new information which may emerge concerning the severity of the coronavirus and
the actions taken to contain the coronavirus or its impact, among others.

NOTE 12 — GASB PRONOUNCEMENTS ISSUED, BUT NOT YET EFFECTIVE

The Governmental Accounting Standards Board (GASB) is the standard setting board for
governmental entities. The following are statements which have been approved by GASB,
but are not yet effective:

s GASB Statement No. 87, Leases. This statement improves the accounting and financial
reporting for leases by governments. This statement increases the usefulness of
governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as
inflows of resources or outflows of resources based on the payment provisions of the
contract. It establishes a single model for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. Under this
statement, a lessee is required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of information about
governments' leasing activities. The requirements of this Statement are effective for the
Town'’s reporting period beginning July 1, 2021.

¢ GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a
Construction Period. The objectives of this statement are (1) to enhance the relevance
and comparability of information about capital assets and the cost of borrowing for a
reporting period and (2) to simplify accounting for interest cost incurred before the end of
a construction period. This statement requires that interest cost incurred before the end
of a construction period be recognized as an expense in the period in which the cost is
incurred. As a result, interest cost before the end of a construction period will not be
included in the historical cost of the capital asset. The requirements of this statement are
effective for the Town'’s reporting period beginning July 1, 2021.
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SHARED SERVICES
State Teacher's Retirement System
Note to Required Supplementary Information
Schedule of Proportionate Share of the Net Pension Liability
Year-Ended June 30, 2020

[Change of Benefit Terms

[None

Changes of Assumptions

The total pension liability was determined
on acturial valuation as of June 30, 2018

|Actuarial Cost Method

|Entry age

|Amortization Period

[Level percent of salary, closed

|[Remaining Amortization Period

[17.6 years

{Asset Valuation Method

|4 year smoothed market

[Inflation

[2.75%

[Salary Increases

[3.25%-6.5% average, including inflation

Investment Rate of Refurn

8.00%, net of investment related expense

See accountant's report
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I<I NG, I<I NG &.ASS OCIATES, PC. phone ($60) 179-v215

70 Heolabird Avenue fax (#60) 738-7555
CERTIFIED PUBLIC ACCOUNTANTS Winsted, (I o698 waww kingopis.conm

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

independent Auditor's Report

To the Committee Members of
Shared Services

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the financial
statements of the governmental activities, each major fund, and the aggregate remaining fund
information of Shared Services, as of and for the year ended June 30, 2020, and the related
notes to the financial statements, which collectively comprise Shared Services’ basic financial
statements and have issued our report thereon dated November 18, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we consider Shared
Services’ internal control over financial reporting (internal control) as a basis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Shared Services’ internal control. Accordingly, we do not express an opinion
on the effectiveness of the Shared Services’ internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control that might be material weakness or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that were not identified.

SERVING BUSINESSES, INDIVIDUALS, NONPROFITS AND GOVERNMENTS

Member of American lnstitute of Certified Public Accountants, Connecticut Sociery of Certified Public Accounranes
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Given these limitations, during our audit we did not identify any deficiencies in internal control
that we consider to be material weaknesses. We did identify a deficiency in internal control,
described in the accompanying Schedule of Findings and Responses as 2017-01, that we
consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Shared Services' financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with
which could have a direct and material effect on the financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit,
and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matiers that are required to be reported under
Government Auditing Standards.

Shared Services’ Response to Findings

Shared Services’ response to the findings identified in our audit is described in the
accompanying Schedule of Findings and Responses. Shared Services’ response was not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness
of Shared Services’ interna! control or on compliance. This report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering Shared
Services’ internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.

%%ﬁ o

King, King & Associates, P.C., CPAs
Winsted, CT
November 18, 2020
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Shared Services
Schedule of Findings and Responses
For the Year Ended June 30, 2020

FINDING 2017-01

Condition:

Shared Services does not have a centralized computer backup system. At present, staff utilize desk-
top computers to accomplish their assigned responsibilities. The accounting software and data file
is remotely accessed and stored on Region 7's server and backed up to the cloud based on their
policy. All other computer records and extensive excel files are stored on the desk-top computers
and backed up to a thumb drive periodically. These backups are not consistently removed from the
premises.

Recommendation:

We recommend that a centralized backup system be utilized where all data is backed up to a secure
location to ensure that information could be recovered in the event of a computer malfunction or
disaster.

Management Response

Shared Services does utilize a centralized offsite backup system for our accounting software and
data file. Additionally, we backup all of our essential PC files locally to a thumb drive on a weekly
basis. Employees will take their thumb drive with them offsite every day. in the case of a catastrophic
event where physical computers were lost, employees would have their thumb drives containing
backups.
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