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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Everett Public Schools
September 1, 2019 through August 31, 2020

SECTION | - SUMMARY OF AUDITOR’S RESULTS

The results of our audit of Everett Public Schools are summarized below in accordance with Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

Financial Statements

We issued an unmodified opinion on the fair presentation of the financial statements of the
governmental activities, each major fund and the aggregate remaining fund information in
accordance with accounting principles generally accepted in the United States of America
(GAAP).

Internal Control over Financial Reporting:

e Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
District.

Federal Awards

Internal Control over Major Programs:

¢ Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.
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We issued an unmodified opinion on the District’s compliance with requirements applicable to
each of its major federal programs.

We reported no findings that are required to be disclosed in accordance with 2 CFR 200.516(a).

Identification of Major Federal Programs

The following programs were selected as major programs in our audit of compliance in accordance
with the Uniform Guidance.

CEDA No. Program or Cluster Title

84.027 Special Education Cluster (IDEA) — Special Education Grants to States
84.173 Special Education Cluster (IDEA) — Special Education Preschool Grants
84.425D COVID-19 - Elementary and Secondary School Emergency Relief

Fund (ESSER)

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
the Uniform Guidance, was $750,000.

The District qualified as a low-risk auditee under the Uniform Guidance.

SECTION Il - FINANCIAL STATEMENT FINDINGS

None reported.

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED
COSTS

None reported.
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INDEPENDENT AUDITOR’S REPORT

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

Everett Public Schools
September 1, 2019 through August 31, 2020

Board of Directors
Everett Public Schools
Everett, Washington

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
governmental activities, each major fund and the aggregate remaining fund information of Everett
Public Schools, as of and for the year ended August 31, 2020, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements, and have issued
our report thereon dated February 26, 2021.

As discussed in Note 14 to the 2020 financial statements, the full extent of the COVID-19
pandemic’s direct or indirect financial impact on the District is unknown.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
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 a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the District’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
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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 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 weaknesses or significant deficiencies. 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.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of the District’s 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 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 matters that are required
to be reported under Government Auditing Standards.

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 results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the District’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose. However,
this report is a matter of public record and its distribution is not limited. It also serves to
disseminate information to the public as a reporting tool to help citizens assess government
operations.

Pat McCarthy
State Auditor
Olympia, WA

February 26, 2021
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INDEPENDENT AUDITOR’S REPORT

Report on Compliance for Each Major Federal Program and Report on Internal
Control over Compliance in Accordance with the Uniform Guidance

Everett Public Schools
September 1, 2019 through August 31, 2020

Board of Directors
Everett Public Schools
Everett, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

We have audited the compliance of Everett Public Schools, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Compliance
Supplement that could have a direct and material effect on each of the District’s major federal
programs for the year ended August 31, 2020. The District’s major federal programs are identified
in the accompanying Schedule of Findings and Questioned Costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the District’s major federal
programs based on our audit of the types of compliance 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 Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable 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.

Office of the Washington State Auditor sao.wa.gov Page 8



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. Our audit does not provide a legal determination on the District’s compliance.

Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended August 31, 2020.

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of the District is responsible for establishing and maintaining effective internal
control 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 effect on each
major federal program in order to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control over compliance.

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, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our 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 all deficiencies in internal control
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that might be material weaknesses or significant deficiencies. We did not identify any deficiencies
in internal control over compliance that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose. However, this report is a matter of public record and its distribution is not limited. It also
serves to disseminate information to the public as a reporting tool to help citizens assess
government operations.

%t

Pat McCarthy
State Auditor
Olympia, WA

May 19, 2021
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INDEPENDENT AUDITOR’S REPORT

Report on the Financial Statements

Everett Public Schools
September 1, 2019 through August 31, 2020

Board of Directors
Everett Public Schools
Everett, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of Everett Public Schools, as of and for the
year ended August 31, 2020, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed on page 15.

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 financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free 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 risks of material misstatement of the financial statements, whether
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due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the District’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 District’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.

Opinions

In our opinion, the financial statements referred to 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 Everett Public Schools, as of August 31, 2020, and the respective
changes in financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Matters of Emphasis

As discussed in Note 14 to the 2020 financial statements, the full extent of the COVID-19
pandemic’s direct or indirect financial impact on the District is unknown. Our opinion is not
modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and required supplementary information listed on page 15
be presented to supplement the basic financial statements. Such information, although 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 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 inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express
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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.

Supplementary and 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 as a whole. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance).This schedule is not a required part of the basic financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The 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
information is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated
February 26, 2021 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 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 internal control over financial reporting or on compliance. That report is an
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integral part of an audit performed in accordance with Government Auditing Standards in
considering the District’s internal control over financial reporting and compliance.

%t

Pat McCarthy
State Auditor
Olympia, WA

February 26, 2021
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FINANCIAL SECTION

Everett Public Schools
September 1, 2019 through August 31, 2020

REQUIRED SUPPLEMENTARY INFORMATION

Management’s Discussion and Analysis — 2020

BASIC FINANCIAL STATEMENTS

Statement of Net Position — 2020

Statement of Activities — 2020

Governmental Funds Balance Sheet — 2020

Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Position —
2020

Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental
Funds — 2020

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balance to the Statement of Activities — 2020

Statement of Net Position — Fiduciary Funds — 2020

Statement of Changes in Fiduciary Net Position — Fiduciary Funds — 2020

Notes to Financial Statements — 2020

REQUIRED SUPPLEMENTARY INFORMATION

Notes to the Required Supplementary Information — 2020

Budgetary Comparison Schedule — General Fund — 2020

Budgetary Comparison Schedule — Special Revenue Fund (Associated Student Body Fund)
— 2020

Information on Postemployment Benefits Other Than Pensions and Schedule of Changes
in Total OPEB Liability and Related Ratios — 2020

Schedule of Proportionate Share of Net Pension Liability — PERS 1, SERS 2/3, TRS 1,
TRS 2/3 - 2020

Pension Plan Schedule of District Contributions — PERS 1, SERS 2/3, TRS 1, TRS 2/3 —
2020

Office of the Washington State Auditor sao.wa.gov Page 15



SUPPLEMENTARY AND OTHER INFORMATION

Schedule of Expenditures of Federal Awards — 2020
Notes to the Schedule of Expenditures of Federal Awards — 2020
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EVERETT PUBLIC SCHOOLS
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED AUGUST 31, 2020

The discussion and analysis of the Everett Public Schools’ (Everett School District No. 2)
financial performance provides an overview of the district’s financial activities for the fiscal year
ended August 31, 2020. The intent of this discussion and analysis is to look at the district’s
financial performance as a whole. Readers should also consider the transmittal letter, financial
statements and notes to the basic financial statements to enhance their understanding of the
district’s financial performance.

FINANCIAL HIGHLIGHTS

o Asof August 31, 2020, district net position from governmental activities was $294.3 million.

a During the year, the district had revenues for all governmental activities that were $58.5
million higher than the $359.5 million in expenses.

a The district’s governmental funds reported combined ending fund balances of $118.3 million
for the fiscal year.

0 The General Fund’s revenues and other financing sources exceeded expenditures by $4.0
million for the fiscal year.

a The General Fund’s ending fund balance of $37.1 million was above the board policy target of a
minimum five percent of annual expenditures for total general fund balance.

0 Thedistrict’s total long-term bond debt outstanding was $181.6 million as of August 31, 2020.

0 The average student enrollment increased by approximately 237 full time equivalent (FTE)
students compared to the previous year.

USING THIS ANNUAL FINANCIAL REPORT

This annual report consists of a series of financial statements and notes to those statements.
These statements are organized so the reader can understand the Everett Public Schools as a
financial whole, while also providing an increasingly detailed look at specific financial activities.

The “Statement of Net Position” and the “Statement of Activities” provide information about the
activities of the district as a whole and present a longer-term view of the district’s finances.
These statements tell how services were financed in the short-term as well as what remains for
future spending. The fund financial statement section shows the district’s operations in more
detail than the “government-wide” statements by providing information about the district’s
most significant funds, including its governmental funds, and fiduciary funds.

REPORTING THE DISTRICT AS AWHOLE
The Statement of Net Position and the Statement of Activities

The analysis of the district as a whole in the government-wide financial statement section
identifies how the district did financially as well as whether the financial position has improved
or diminished. The “Statement of Net Position” and the “Statement of Activities” include all
assets, deferred outflows/inflows of resources, liabilities, revenues and expenses of the district’s
governmental funds, using the accrual basis of accounting similar to the accounting method
used by most private sector companies. All of the current year’s revenues and expenses are taken
into account regardless of when the cash was received or paid.
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These two statements report the district’s net position as well as any associated change in net
position. One measure of the district’s financial health is the difference between assets and
deferred outflows of resources, and liabilities and deferred inflows of resources, which defines
the net position. In addition, there are other measures which include non-financial factors such
as changes in the district’s student enrollment, property tax base, and condition of our facilities.

REPORTING THE DISTRICT’'S MOST SIGNIFICANT FUNDS
Fund Financial Statements

Governmental Funds -- The district’s activities and services are reported in governmental funds.
These statements provide a detailed short-term view of the most significant funds and not the
district as a whole. They focus on the flow of money into and out of those funds and the balance
available at the end of the year for future spending periods. The accounting method utilized is
“modified accrual” which measures cash and all other financial assets that can easily be
converted to cash. The governmental fund information presented allows the reader to determine
whether there are more or fewer financial resources that can be utilized in the near future to
finance district programs. The relationship (or differences) between governmental activities
(Schedule 1 - Statement of Net Position and Schedule 2 - Statement of Activities) and
governmental funds are shown in a reconciliation on Schedule 3A and Schedule 4A of the fund
financial statements. Descriptions of the data listed in the columns of Schedule 3A and Schedule
4A are listed in the Notes to the Financial Statements, Note 2.

Fiduciary Funds -- These funds consist of private purpose trust funds which the district must
use for the benefit of individuals, private organizations, scholarships and other specific private
purposes. The district is responsible for ensuring the assets reported in these funds are used for
their intended purpose. Fiduciary fund activities are excluded from the district’s financial
statements as a whole, because the district is not able to use these assets to finance its
operations.

THE DISTRICT AS AWHOLE

This analysis focuses on the net position per Table 1 and the changes in net position per Table 2
from the district’s governmental activities. The narrative will show that the district’s financial
position improved over the period, primarily due to an increase in governmental fund assets,
and an increase in net investment in capital assets (as shown in Table 1). Furthermore, revenues
outpacing expenses (as shown in Table 2) contribute to a stronger financial position.

As displayed in Table 1, the district’s assets and deferred outflows of resources exceeded
liabilities and deferred inflows of resources by $294.3 million as of the end of the 2019-20 fiscal
year. The ratio of liabilities and deferred inflows of resources to assets and deferred outflows of
resources is 60 percent.

The value of the district’s net investment in capital assets (i.e. land, buildings, and equipment)
was $318.9 million. The net investment in capital assets is the historical cost of capital assets,
net of accumulated depreciation, plus capital-related deferred outflows of resources, less capital-
related borrowing (bonded debt incurred to acquire the capital assets) and deferred inflows of
resources related to capital assets. This value represents the largest portion of net position. The
substantial investment in capital assets represents the district’s track record of building and
modernizing its schools in accordance with its long-term mission of providing quality education
in state-of-the-art and updated facilities. These assets are not available for future spending and
the debt associated with these assets will be paid from levied property taxes (2016 capital
bonds).

Total liabilities of $422.9 million have decreased as compared to the prior year by
approximately $16.6 million. The decrease in liabilities is due to fewer bonds outstanding, offset

by increases in pension liabilities and other postemployment benefits (OPEB) liabilities. bace 16
age



Restricted net position total of $100.3 million are resources subject to external restrictions on
how they may be used. They consist of funds that have constraints imposed by law through
enabling legislation (Capital, Transportation Vehicle, and ASB Funds), externally imposed debt
covenants (Debt Service Fund), externally imposed regulations by contributors, and external
contractual impositions of grantors and regulations of other governments upon state and federal
grant funds (Carryover Restricted Revenues for Education and Operations).

The unrestricted portion of net position is any portion not already classified as either net
investment in capital assets or restricted. The unrestricted portion represents resources that
may be considered available to finance normal district government activities without external
constraints imposed by law though constitutional provisions or enabling legislation, laws and
regulations of other governments; or constraints established by debt covenants. It is possible for
a negative unrestricted net position to exist where liabilities, deferred inflows of resources, net
investment in capital assets, and other restricted portions exceed assets and deferred inflows of
resources.

Table 1 - Net Position

2019-2020 2018-2019
Current and Other Assets $ 179,973,184 | $ 205,990,284
Capital Assets 495,675,830 476,631,656
Total Assets 675,649,014 682,621,940
Deferred Outflow - Pensions 36,451,722 22,153,433
Deferred Outflow - OPEB 18,120,266 1,876,126
Deferred Loss on Refunding 2,274,114 4,321,632
Total Deferred Outflows of Resources 56,846,102 28,351,191
Long-Term Liabilities 414,234,736 421,180,555
Other Liabilities 8,617,358 18,284,979
Total Liabilities 422,852,094 439,465,534
Deferred Inflow - Pensions 5,522,327 24,121,413
Deferred Inflow - OPEB 9,785,861 11,533,029
Total Deferred Inflows of Resources $ 15,308,188 | $ 35,654,442
NET POSITION
Net Investment in Capital Assets $ 318,856,478 | $ 277,489,783
Restricted 100,343,372 97,941,606
Unrestricted (124,865,016) (139,578,234)
TOTAL NET POSITION $ 294,334,834 | $ 235,853,155

Governmental Activities

As Table 2 shows, revenues exceeded expenses for the 2019-20 year resulting in a $58.5 million
increase in net position. Total revenues increased by $24.1 million, while overall expenses
increased by $13.9 million. The most significant revenue increases were evident in program
revenues, capital grants and contributions (increase of $ 7.1 million), general revenues,
including unallocated revenue (increase of $8.9 million) and property taxes (increase of $8.9
million). Increases in operating grants and contributions are due to increased state special
education apportionment, and other state and federal operating grants for special,
compensatory, and other instructional programs where funding is driven by increased student
enrollment, offset by a decrease in state funding for transportation operations. Increases in

capital grants and contributions are from an increase in state matching funds. Unallocated
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revenue increase is from basic education state apportionment funds as a result of increased

annual average enrollment and state legislative investments toward the new School Employees
Benefits Board (SEBB) program for health insurance, one additional professional development
day allocation, as well as maintenance-level increases to the prototypical school funding model.

The overall increase in program expenses is most evident in regular instruction (increase of $6.1
million), special education ($4.3 million increase), vocational education ($1.4 million increase),

community services ($1.7 million increase), and compensatory education ($1.4 million

increase).

Table 2 - Changes in Net Position

Governmental Activities

2019-2020 2018-2019

Program Revenues

Charges for Services $5,017,370 $7,413,773

Operating Grants and Contributions 85,342,784 82,236,925

Capital Grants and Contributions 12,467,566 5,392,124
General Revenues

Property Taxes 114,712,284 105,775,007

Unallocated Revenue 199,047,762 190,129,313

Interest and Investments 1,379,612 2,876,784

TOTAL REVENUES

$417,967,378

$393,823,926

Program Expenses

Regular Instruction

$208,296,394

$202,245,689

Special Education 47,912,188 43,626,243
Vocational Education 15,066,381 13,663,095
Compensatory Education 18,133,537 16,721,296
Other Instructional Programs 2,351,560 2,743,493
Community Services 4,638,307 2,953,003
Support Services 54,271,001 54,109,142
Extracurricular Activities 1,194,264 1,831,509
Interest Payment on Long Term Debt 7,622,067 7,741,719

TOTAL EXPENSES

$359,485,699

$345,635,189

INCREASE (DECREASE) IN NET POSITION

$58,481,679

$48,188,737

NET POSITION BEGINNING (9/1)

235,853,155

187,664,418

NET POSITION ENDING (8/31)

$294,334,834

$235,853,155

The district’s largest programs include regular instruction, special education, vocational
services, extracurricular activities and interest payments. Table 3 represents the total costs of
these areas as well as associated financial impacts demonstrated by their net cost. A positive net
cost of services indicates the district must fund these costs with unallocated revenues such as
property taxes, state apportionment, or investment earnings, or by use of fund balance from
dollars received in a prior year. A negative net cost of services indicates that revenues shown in
that program exceed the direct expenses of the program for the period. The net cost of services
shown below does not take into consideration indirect costs (such as maintenance, insurance,
and support services). These indirect costs are not allocated or offset against the net costs of

services provided.
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Table 3 - Governmental Activities

Total Cost of Services Net Cost of Services
2019-20 2018-19 2019-20 2018-19

Regular Instruction $208,296,394 $202,245,689 $195,829,063 $196,589,966
Special Education 47,912,188 43,626,243 3,753,252 3,274,059
Vocational Education 15,066,381 13,663,095 14,772,756 13,346,386
Compensatory Education 18,133,537 16,721,296 (943,215) (1,309,798)
Other Instructional Programs 2,351,560 2,743,493 97,606 286,009
Community Services 4,638,307 2,953,003 983,371 (61,819)
Support Services 54,271,001 54,109,142 34,637,300 30,660,940
Extracurricular Activities 1,194,264 1,831,509 (94,221) 64,905
Interest Payment on
Long-Term Debt 7,622,067 7,741,719 7,622,067 7,741,719

TOTALS $359,485,699 $345,635,189 $256,657,979 $250,592,367

THE DISTRICT’'S FUNDS

Information about the district’s major funds begins with Financial Statements Schedule 3 and
Schedule 4, which are prepared using the modified accrual basis of accounting. All
governmental funds had total revenues of $414.9 million while expenditures totaled $434.3
million. Expenditures were $19.4 million in excess of revenues for the year.

The Everett Public Schools was the first school district in the nation to have a student test
positive to the COVID-19 pandemic in late February 2020. Governor Inslee closed public
schools in Washington on March 16 with Puget sound area districts held in remote learning for
the remainder of the school year. This unprecedented reality resulted in atypical revenue and
expenditure patterns primarily in the General Fund which shows an increase in fund balance of
$4.0 million. The district ended the year with a total fund balance of $37.1 million, which is 11.4
percent of total expenditures and above the board policy target of 5 percent. The unassigned
fund balance was $27.5 million, or 8.4 percent of total expenditures. Total expenditures
increased and were approximately $1.4 million less than revenues. The increased fund balance is
primarily due to higher state revenues from increased enrollment, which were not fully offset by
increased expenditures due to current year savings associated with pandemic-related remote
learning in spring 2020. In addition, conservative budgeting during previous budget cycles
prepared the district for the three year phase down of state-funded salary regionalization

beginning in 2020-21.

The ASB Fund shows an increase in fund balance of $0.1 million. A minor decrease or increase
in the ASB fund balance is expected given the fluctuations from year to year in student group
activities and student fund raising efforts to support them. For example, specific clubs, such as
band and choral, tend to raise significant funds over a two to three-year period to support a
major national or international cultural trip.

The Debt Service Fund shows a decrease of $1.4 million. This decrease is on schedule with bond
principal and interest payments and aligns with multi-year projections that track cash flow from
debt service payments and property tax collections. The debt principal and interest payment due
dates are timed to keep tax rates stable and meet the demands of the debt repayment schedule.
This results in a fluctuation of fund balance across years, depending on the debt schedule and
tax collections.

The Capital Projects Fund had a decrease in fund balance of $22.2 million reflecting the
spending related to the issuance of the 2016 bonds. Another major funding source for the capital
projects fund includes building repair and technology levy proceeds. This source of income
aligns with project spending for upgraded technology and other small capital asset preservation
projects.
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Fund balance increased by $0.1 million in the Transportation Vehicle Fund. Revenues consist of
the state’s depreciation allocation designated for purchasing buses and a small amount of
investment interest. Although the district contracts with an outside vendor to provide buses and
pupil transportation, the district also maintains a small fleet of its own buses. Replacement
buses are purchased as the fleet ages and as accumulated funds allow. The district purchased no
buses during the 2019-20 fiscal year.

Table 4 shows the increase or decrease over prior years by major revenue source and by program
expenditures. It is notable that local taxes make up 29 percent of total revenues, while the state
funds approximately 67 percent of total revenues. Federal revenues and revenues from other
entities comprise the remaining four percent.

The total revenue increase of $20.3 million consists of an increase of $18.7 million in state
revenues, an increase of $1.4 million in local resources, a decrease of $0.1 million in revenue
from other entities and an increase in federal funds of $0.3 million. Revenues from other
entities consist primarily of $2.2 million in Early Childhood Education and Assistance Program
(ECEAP) funds granted from Snohomish County and approximately $0.4 million from other
county and state grants such as the Student Support Advocate Program. The remaining $0.1
million includes private entities, such as Everett Public Schools Foundation. Increases in state
resources generally move in tandem with increased student enrollment and legislative K-12

budget changes.

Program expenditures have declined overall due to a decrease in capital outlay expenditures.
The $44.3 million decrease in capital outlay expenditures is driven by a decrease in un-spent

bond proceeds. Regular instruction programs increased $6.4 million. Special education

programs increased $3.7 million. Vocational education and compensatory educations programs
also increased $1.2 million and $1.2 million, respectively. The overall increases in instructional

programs reflects the district’s continued priority of allocating resources to instructional

programs. Community services also increased by $1.6 million. Debt Service spending increased
by $22.7 million, in alignment with debt service payment schedules.

Table 4 - Governmental Funds

Amount Percent
2019-2020 Percent of 2018-2019 Increase Increase
Revenue Source Amount Total Amount (Decrease) (Decrease)

Local Taxes & Non-Tax $120,908,079 29.14% $119,530,238 $1,377,841 1.15%
State Revenues 276,668,432 66.68% 258,023,524 18,644,908 7.23%
Federal Revenues 14,539,892 3.50% 14,606,819 (66,927) -0.46%
Other Entities 2,830,858 0.68% 2,534,195 296,663 11.71%

TOTAL $414,947,261 100.00%| $394,694,776 | $20,252,485 5.13%

Expenditures

Regular Instruction $182,862,262 42.10% $176,478,447 $6,383,815 3.62%
Special Education 48,416,407 11.15% 44,715,601 3,700,806 8.28%
Vocational Education 15,194,606 3.50% 13,963,132 1,231,474 8.82%
Compensatory Education 18,349,061 4.22% 17,169,974 1,179,087 6.87%
Other Instructional Programs 2,377,603 0.55% 2,811,491 (433,888) -15.43%
Community Services 4,625,645 1.07% 3,014,247 1,611,398 53.46%
Support Services 51,864,358 11.94% 52,423,035 (558,677) -1.07%
Student Activities 1,194,264 0.27% 1,831,509 (637,245) -34.79%
Capital Outlay 48,982,928 11.28% 93,327,711 (44,344,783) -47.52%
Debt Service 60,460,421 13.92% 37,733,596 22,726,825 60.23%

TOTAL $434,327,555 100.00%| $443,468,743 ($9,141,188) -2.06%

Table 5 presents a condensed view of the district’s General Fund on its own. Major revenue
sources and expenditure functions are compared to the prior year to illustrate changes in

General Fund operations.
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As summarized by the information in Table 5, state funds comprise 81.1 percent of the district’s
General Fund revenue, making it the largest source of revenue for the district’s operating funds.
Local revenues consist mostly of educational program and operations tax levies, representing
approximately 13.6 percent of total General Fund revenues. Federal revenues and revenues from
other entities make up the remainder. General Fund revenues have increased by 2.6 percent.

Local taxes were impacted by the 2017 legislature, which significantly revised the formula
establishing local levy authority. For the district, the formula cut the local authority for 2019
collections in half. Legislative actions in 2018 made corrections to the formula increasing
authority for 2019. The district commits to the community to honor a stable tax rate and in lieu
of have a one year drop in the rate the district increased the debt service assessment and in the
final issuance of debt from the 2016 bond measure paid of a significant amount of debt in that
year. Accordingly, the debt service expenditures increased dramatically in 2019-20. Local non-
tax revenues declined in areas such as meal purchases and facility rentals because of COVID-19
pandemic building closures. State revenues increases are attributed to increased enrollment and
an additional professional learning day. Federal revenues are up because of CARES act
reimbursements for COVID-19 expenditures.

General Fund total expenditures have increased by 4.0 percent as compared to 2018-19. The
majority of the increase is from instructional expenditures, a $12.2 million increase over the
prior year. Instructional expenditures were up slightly as a result of increased enrollment and
the additional state funded professional development day. School building closure and
transition to remote and as a result costs were down in several categories. In contrast
information systems costs were up with accelerated equipment and software purchases as well
as other supports for the 100 percent remote learning environment.

Washington State law requires school districts to account for nutrition services operations
(school breakfast and lunch programs) in the General Fund. During the fiscal year, Food and
Nutrition Services had $7.5 million in revenues, including federal CARES Act funding for lost
revenues. The direct expenditures of $7.5 million decreased $0.2 million from 2018-19.

Revenues and expenditures by major functions of the district and changes over the preceding

year are presented as follows:

Table 5 - General Fund

Percent
2019-20 Percent of 2018-19 Increase Increase
Revenue Source Amount Total Amount (Decrease) (Decrease)
Local Taxes & Non-Tax $44,154,116 13.6% $48,116,447 ($3,962,331) -8.23%
State Revenues 264,209,219 81.1% 252,723,110 11,486,109 4.54%
Federal Revenues 14,539,892 4.5% 14,302,492 237,400 17%
Other Entities 2,830,505 0.9% 2,442,485 388,020 15.9%
TOTAL $325,733,732 100.0% $317,584,534 $8,149,198 2.6%
Expenditures/Functions

Instruction $270,592,748 83.4% $258,410,508 $12,182,240 4.7%
Maintenance/Operations 20,754,251 6.4% 21,766,018 (1,011,767) -4.6%
Pupil Transportation 12,390,376 3.8% 11,525,094 865,282 7.5%
Administration 7,784,389 2.4% 7,996,497 (212,108) -2.1%
Nutrition Services 7,529,189 2.3% 7,689,562 (160,373) -2.1%
Information Systems/Other Services 5,321,419 1.6% 4,606,175 715,243 15.5%
TOTAL $324,372,372 100.0% $311,993,854 $12,378,518 4.0%

General Fund Budgeting Highlights
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The district’s budget is prepared in accordance with State of Washington law. The district
actively engages its community and staff in evaluating priorities through the strategic plan
process and the Fiscal Advisory Council. The most significant budgeted fund is the General
Fund. Appropriations defined in the budget limit total expenditures and may only be increased
if the Board of Directors adopts a revised or supplemental budget following a defined process
that includes a public hearing.

Required Supplementary Information, Schedule A-1, compares general fund original and final
budget amounts with actual amounts for revenues and expenditures. The two budget columns
are identical, which indicates there were no general fund budget amendments to the official
budget for the fiscal year. Current budget practice consolidates most revenue contingencies in
Local Non-Tax. Actual local non-tax revenues generally fall between $3 million and $6 million
below budget and still be within expectations. Similarly, most expenditure contingencies are
contained within Regular Instruction, facilitating the ability to respond to increased enrollment
or unforeseen major program revenues. Other expenditure variations include higher than
expected enrollment in vocational education programs and greater spending in maintenance to
keep pace with building operations and grounds equipment needs. Variances in other
instructional programs and community services result from OSPI guidance to allocate early
learning expenditures, including ECEAP grant, to community services instead of other
instructional programs.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The district has invested $715.1 million in historical costs for its capital assets such as land,
buildings, and equipment. These capital assets (except for land and construction in progress

which are not depreciated) have a net accumulated depreciation of $219.4 million making the
capital asset net value $495.7 million as of August 31, 2020.

Table 6 - Capital Assets At Year-End
(In Millions)

Historical Accumulated
Costs Depreciation NET
Land $ 428 $ - $ 42.8
Building and Improvements 650.0 (211.7) 438.3
Equipment 16.2 (7.7) 8.5
Construction in Progress 6.1 - 6.1
TOTALS $ 7151 | $ (219.4)| $ 495.7

Long-term planning in finances, staffing, technology, and facilities are intentionally and
systematically driven by student enrollment, learning measures, and strategic priorities. The
district evaluates its facilities and reviews its capital needs annually. A detailed Capital Facilities
Plan is completed every two years. Additionally, the district has a 40- to 50-year modernization
cycle divided into eight phases to help guide decisions on future building modernizations and
replacements. Considerations for appropriate tax rates due to school bonds and levies are also
evaluated. Additions to building structures and major building systems were accomplished
including the Woodside Elementary School and North Middle School modernizations.

On April 26, 2016, the voters supported another capital bond of $149.7 million as well as a
capital levy proposition to replace the expiring capital levy. The new levy authorized the
collection of $89.6 million in property taxes over six years has supported the establishment of a
one-to-one student to computer ratio. This milestone allow Everett to quickly transition into the
remote learning environment due to the COVID-19 pandemic.

Page 24



The ending fund balance in the Capital Projects Fund of $46.5 million, combined with future
capital levy proceeds will continue existing capital programs and relieve some of the enrollment
pressure students, staff and parents currently experience. These funds help keep our facilities in
a well-maintained condition. More detailed information about capital assets can be found in
Note 6 to the financial statements (Changes in Capital Assets).

Debt

Everett Public Schools has benefited from strong support of our local voters over the past 30
years. Voters approved capital bonds of $38 million in 1986, $96.5 million in 1990, $68.5
million in 1996, $74 million in 2002, $198.9 million in 2006, and $149.7 million in 2016. The
outstanding debt as authorized by our voters is summarized below in Table 7. The table also
shows debt service activity for the outstanding bonds during the period.

Table 7 - Outstanding Debt, at Year-End

(In Millions)
Balance Balance Increase
Bond 8/31/2019 8/31/2020 (Decrease)

September 30, 2009 BAB - - -

October 6, 2009 QSCB 17.4 17.4 -
October 30, 2013 (Refunding) 17.0 8.9 (8.1)
April 28, 2014 (Refunding) 52.8 38.7 (14.1)
December 6, 2016 37.0 33.4 (3.6)
September 26, 2018 46.2 20.2 (26.0)

June 5, 2019 (Refunding) 18.0 18.0 -

June 5, 2019 45.0 45.0 -
TOTALS 233.4 181.6 (51.8)

On November 4, 2016, Moody’s Investors Service upgraded the district’s Global Scale Rating of
AA2 to Aal as part of the process for issuing new bonds in December 2016. Standard and Poor’s
also affirmed their AA+/Stable long-term rating and AA/Stable underlying school issuer credit
rating (ICR) of the district. Everett’'s has one of the top 8 school bond rating according to
Moody’s and top 7 according to Standare and Poor’s of the 295 school districts in Washington.

Rule 15¢2-12, promulgated by the Securities and Exchange Commission, imposes certain
requirements upon underwriters of publicly offered securities. One of those requirements for
issuers is the filing of notices of certain material events. One of the material events is a rating
change with respect to a bond issue. If a bond issue is insured by a policy of municipal bond
insurance or enhanced by the Washington State School District Credit Enhancement Program, a
change in the rating of the bond insurer or Washington State will change the district’s bond
rating even though the underlying credit rating on the district has not changed.

The following bond insurers and their associated ratings are listed alongside the district’s
Unlimited Tax General Obligation Bonds’ outstanding balances:

Balance

Outstanding as of
Year Final Maturity the Date of this Report Insurer Rating
2009C 12/01/2023 $ 17,445,000 Washington State Aal
2013 12/01/2020 $ 8,920,000 Washington State Aal
2014 12/01/2021 $ 38,690,000 Washington State Aal
2016 12/01/2036 $ 33,370,000 Washington State Aal
2018 12/01/2037 $ 20,220,000 Washington State Aal
2019 12/01/2022 $ 17,985,000 Washington State Aal
2019 12/01/2032 $ 44,950,000 Washington State Aal
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The district participates in the Washington State School District Guarantee Program for its bond
issues from 2009 through 2019. Now that the insurance companies’ ratings have fallen below
the district’s own underlying ratings and the credit-enhanced ratings provided by participating
in the Washington State School District Guarantee Program, the district’s underlying ratings
and the state’s ratings will prevail on those insured bonds, despite insurance company
downgrades. The bond issues from 2009, 2013, 2014, and 2016, 2018, 2019 do not carry
separate municipal bond insurance, but instead benefit from the Washington State guarantee.

More detailed information about long-term liabilities can be found in Note 8 to the financial
statements (Changes in Long-Term Liabilities).

ECONOMIC FACTORS FOR THE FUTURE

Everett Public Schools is located in Snohomish County, in northwestern Washington State. It
encompasses most of the cities of Everett and Mill Creek, as well as portions of the
unincorporated County.

The Everett/Snohomish County economy has a healthy financial history and continues to
diversify with major industries including aircraft production, electronics and electrical
equipment manufacturing, health care, transportation, and a variety of other industrial and
commercial businesses, as well as several urban development projects. Economic development
efforts have been successful over the past decade in creating a diversification of business and
industry that is broader than our historical dependency on the aerospace industry. The county
should continue to be an attractive center for growth in the years ahead due to the availability of
land, office and manufacturing space.

Approximately 14 percent of the district’s General Fund revenues are provided by local
educational programs and operations levies. Everett Public Schools voters have continued to
support this funding, as demonstrated by the approval of a four-year levy passed in February of
2018. This replaced the levy expiring in 2018 and allows the district to assess up to $44.2 million
in 2019, $45.3 million in 2020, $48.9 million in 2021, and $53.3 million in 2022.

Due to the impact of Coronavirus Disease (Covid-19) epidemic, the Washington State Governor
closed all public and private K—12 school buildings throughout the remainder of the 2019—-20
school year. The school district, however, continued to operate, educating students using
continuous learning models. The Office of Superintendent of Public Instruction (OSPI)
continued state apportionment and federal reimbursement claims, the district’'s major revenue
streams, during the closures. In addition, the district received economic assistance under the
federal Coronavirus Aid, Relief, and Economic Security (CARES) Act, which aided state and
local governments. The district also received Federal Emergency Management Agency (FEMA)
reimbursement for costs related to emergency protective measures taken to protect public
health. There is uncertainty around the overall financial impact of Covid-19, but the district is
planning for short-term and long-term impacts.

Snohomish County population growth rates are among the highest in the state. This has led to
increases in assessed value, housing starts and commercial development. The impact of
Coronavirus Disease (Covid-19) epidemic has increased unemployment rates and had broad
impacts to the local, state and national economy. Nevertheless, the 2020 increases in assessed
value remained at 5.83 percent down from 8.58 percent in 2019. Major economic drivers such as
the port and river front projects, commercial air at Paine Field and new distribution centers
established by Amazon and Federal Express continue to support economic growth in the future.

CONTACTING THE SCHOOL DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our community, creditors, investors, and other

interested parties with a general overview of the district’s finances and to show the district’g 2
age



accountability for the financial resources it receives. If there are questions about this report or
additional financial information is needed, contact the district’s Department of Finance and
Business Services at 3900 Broadway, Everett, Washington 98201.
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EVERETT PUBLIC SCHOOLS
STATEMENT OF NET POSITION
AUGUST 31, 2020

ASSETS

Cash, Cash Equivalents & Investments
Due from Other Governmental Units
Accounts Receivable, Net

Property Taxes Receivable

Inventory

Prepaid Items

Investment in Joint Venture

Capital Assets, Non-depreciable:
Land
Construction in Progress
Capital Assets, Net of Accumulated Depreciation:
Building & Improvements
Equipment

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES

Deferred Outflows Related to Pensions
Deferred Outflows Related to OPEB
Deferred Loss on Refunding

TOTAL DEFERRED OUTFLOWS OF RESOURCES
LIABILITIES

Accounts Payable
Accrued Salaries
Payroll Deductions & Taxes Payable
Due to Other Governmental Units
Deposits
Unearned Revenue
Long-Term Liabilities:
Due Within One Year
Due in More than One Year

TOTAL LIABILITIES
DEFERRED INFLOWS OF RESOURCES

Deferred Inflows Related to Pensions
Deferred Inflows Related to OPEB

TOTAL DEFERRED INFLOWS OF RESOURCES
NET POSITION

Net Investment in Capital Assets
Restricted for:

Capital Projects

Transportation Vehicles

Debt Service

ASB Extra-curricular Activities

Carryover Restricted Revenues for Education and Operations
Unrestricted

TOTAL NET POSITION

Schedule 1

PRIMARY GOVERNMENT
Governmental
Activities

116,453,682
2,454,593
162,255
55,315,786
2,893,647
2,522,778
170,443

42,772,881
6,095,889

438,289,805
8,517,255

675,649,014

36,451,722
18,120,266
2,274,114

56,846,102

6,251,842
607,845
759,542
598,742

22,086
377,301

58,606,581
355,628,155

422,852,094

5,522,327
9,785,861

15,308,188

318,856,478

36,679,621
316,528
59,207,094
1,079,575
3,060,554
(124,865,016)

294,334,834

The Notes to the Basic Financial Statements are an integral part of this statement.



EVERETT PUBLIC SCHOOLS
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED AUGUST 31, 2020

PROGRAM REVENUES

CHARGES FOR

OPERATING
GRANTS AND

CAPITAL
GRANTS AND

Schedule 2

NET (EXPENSE)
REVENUE AND
CHANGES IN

PROGRAM/ACTIVITY EXPENSES SERVICE CONTRIBUTIONS CONTRIBUTIONS NET POSITION

PRIMARY GOVERNMENT
GOVERNMENTAL ACTIVITIES:
Regular Instruction 208,296,394 326,905 2,471 12,137,955 (195,829,063)
Special Education 47,912,188 15 44,158,921 (3,753,252)
Vocational Education 15,066,381 85,290 208,335 (14,772,756)
Compensatory Education 18,133,637 19,076,752 943,215
Other Instruction Programs 2,351,560 956,299 1,297,655 (97,606)
Community Services 4,638,307 337,211 3,317,725 (983,371)
Support Services 54,271,001 2,023,165 17,280,925 329,611 (34,637,300)
Extracurricular Activities (ASB) 1,194,264 1,288,485 94,221
Interest Payment on Long-Term Debt 7,622,067 (7,622,067)
TOTAL GOVERNMENTAL ACTIVITIES 359,485,699 5,017,370 85,342,784 12,467,566 (256,657,979)

GENERAL REVENUES:

Taxes:

Property Taxes, Levies for Maintenance/Operations

Property Taxes, Levies for Debt Service
Property Taxes, Levies for Capital Projects

Unallocated State Apportionment & Others Not Restricted to Specific Activities

Interest and Investment Earnings

TOTAL GENERAL REVENUES

TOTAL GENERAL REVENUES AND SPECIAL ITEM

Change in Net Position
NET POSITION - Beginning

NET POSITION - Ending

The Notes to the Basic Financial Statements are an integral part of this statement.

45,150,827
56,705,339
12,856,118
199,047,762
1,379,612
315,139,658
315,139,658
58,481,679
235,853,155

294,334,834
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ASSETS

Cash & Cash Equivalents

Due from Other Funds

Due from Other Governmental Units
Accounts Receivable

Property Taxes Receivable

Inventory

Prepaid Items

TOTAL ASSETS

EVERETT PUBLIC SCHOOLS
FUND BALANCE SHEETS
GOVERNMENTAL FUNDS

AUGUST 31, 2020

Schedule 3

LIABILITIES, DEFERRED INFLOWS AND FUND BALANCE

LIABILITIES

Accounts Payable

Accrued Salaries

Payroll Deductions & Taxes Payable
Due to Other Governmental Units
Due to Other Funds

Deposits

Unearned Revenue

TOTAL LIABILITIES
DEFERRED INFLOWS OF RESOURCES

Unavailable Revenue
Unavailable Revenue - Property Taxes

TOTAL DEFERRED INFLOWS OF RESOURCES
FUND BALANCES

Nonspendable Inventories and Prepaid Items
Restricted for Associated Student Body Fund Purposes
Restricted for Debt Service Fund Purposes
Restricted for Transportation Vehicle Fund Purposes
Restricted for Carryover of Restricted Revenues
Restricted for Bond Proceeds

Restricted for State Proceeds

Restricted for Impact Fee Proceeds

Restricted for Mitigation Fee Proceeds

Committed Levy Proceeds

Committed Fund Balance

Assigned to Other Purposes

Assigned to Fund Purposes

Unassigned Fund Balance

TOTAL FUND BALANCES

TOTAL LIABILITIES, DEFERRED INFLOWS
AND FUND BALANCES

SPECIAL DEBT CAPITAL  TRANSPORTATION TOTAL
GENERAL REVENUE (ASB) SERVICE PROJECTS VEHICLE GOVERNMENTAL

FUND FUND FUND FUND FUND FUNDS
$35,096,551 $1,410,513 $31,880,892 $47,749,198 $316,528 116,453,682
436,487 8,578 445,065
2,369,191 85,402 2,454,593
121,549 1,361 39,345 162,255
21,770,431 27,326,202 6,219,153 55,315,786
810,695 2,462 2,080,490 2,893,647
2,284,910 237,868 2,522,778
$62,889,814 $1,660,782  $59,207,094 $56,173,588 $316,528 $180,247,806
$2,810,256 $81,770 $3,359,816 $6,251,842
607,845 607,845
759,542 759,542
598,742 598,742
8,578 50,370 386,117 445,065
22,086 22,086
165,134 208,737 3,430 377,301
4,972,183 340,877 3,749,363 9,062,423
46,152 31,304 77,456
20,777,068 26,076,475 5,934,375 52,787,918
20,823,220 26,076,475 5,965,679 52,865,374
3,095,605 240,330 2,080,490 5,416,425
1,079,575 1,079,575
33,130,619 33,130,619
316,528 316,528
3,060,554 3,060,554
14,066,117 14,066,117
14,544,273 14,544,273
3,015,291 3,015,291
306,134 306,134
10,316,372 10,316,372
352,000 125,601 477,601
3,069,495 3,069,495
2,004,268 2,004,268
27,516,757 27,516,757
37,094,411 1,319,905 33,130,619 46,458,546 316,528 118,320,009
$62,889,814 $1,660,782  $59,207,094 $56,173,588 $316,528 $180,247,806

The Notes to the Basic Financial Statements are an integral part of this statement.
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EVERETT PUBLIC SCHOOLS

RECONCILIATION
BALANCE SHEET/STATEMENT OF NET POSITION
AUGUST 31, 2020

Schedule 3A

TOTAL LONG-TERM RECLASSIFICATIONS STATEMENT OF
GOVERNMENTAL ASSETS, AND NET POSITION
FUNDS LIABILITIES* ELIMINATIONS* TOTALS
ASSETS
Cash & Cash Equivalents 116,453,682 $116,453,682
Due From Other Funds 445,065 (445,065)
Due From Other Governmental Units 2,454,593 2,454,593
Accounts Receivable 162,255 162,255
Property Taxes Receivable 55,315,786 55,315,786
Inventory 2,893,647 2,893,647
Prepaid Items 2,522,778 2,522,778
Investment in Joint Venture 170,443 170,443
Capital Assets, Net 495,675,830 495,675,830
TOTAL ASSETS 180,247,806 495,846,273 (445,065) 675,649,014
DEFERRED OUTFLOWS OF RESOURCES
Pension Changes - Investment, Experience, Assumptions, Proportion, & Contributions 36,451,722 36,451,722
OPEB Changes - Assumptions, and Contributions 18,120,266 18,120,266
Deferred Loss on Refunding 2,274,114 2,274,114
TOTAL DEFERRED OUTFLOWS OF RESOURCES 56,846,102 56,846,102
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 180,247,806 552,692,375 (445,065) $732,495,116
LIABILITIES
Accounts Payable 6,251,842 $6,251,842
Accrued Salaries 607,845 607,845
Payroll Deductions & Taxes Payable 759,542 759,542
Due to Other Governmental Units 598,742 598,742
Due to Other Funds 445,065 (445,065) 0
Deposits 22,086 22,086
Unearned Revenue 377,301 377,301
Long-Term Liabilities - Pension 103,647,955 103,647,955
Long-Term Liabilities - OPEB 110,186,719 110,186,719
Long-Term Liabilities - Other 200,400,062 200,400,062
TOTAL LIABILITIES 9,062,423 414,234,736 (445,065) 422,852,094
DEFERRED INFLOWS OF RESOURCES
Pension Changes - Experience, and Proportions 5,522,327 5,622,327
OPEB Changes - Experience, and Assumptions 9,785,861 9,785,861
Unavailable Revenue 77,456 (77,456)
Unavailable Revenue - Property Taxes 52,787,918 (52,787,918)
TOTAL DEFERRED INFLOWS OF RESOURCES 52,865,374 (37,557,186) 15,308,188
FUND BALANCES/NET POSITION
Fund Balances/Position 118,320,009 176,014,825 294,334,834
TOTAL FUND BALANCES/NET POSITION 118,320,009 176,014,825 294,334,834
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND FUND BALANCES/NET POSITION 180,247,806 552,692,375 (445,065) $732,495,116

The Notes to the Basic Financial Statements are an integral part of this statement.

*See Note 2A.
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EVERETT PUBLIC SCHOOLS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED AUGUST 31, 2020

Schedule 4

SPECIAL
REVENUE DEBT CAPITAL TRANSPORTATION TOTALS
GENERAL (ASB) SERVICE PROJECTS VEHICLE GOVERNMENTAL
FUND FUND FUND FUND FUND FUNDS
REVENUES

Local $44,154,116 $1,288,485 $59,104,300 $16,357,748 $3,430 $120,908,079

State 264,209,219 12,352,205 107,008 276,668,432

Federal 14,539,892 14,539,892

Other Entities 2,830,505 353 2,830,858

TOTAL REVENUES 325,733,732 1,288,485 59,104,300 28,710,306 110,438 414,947,261
EXPENDITURES
Current:

Regular Instruction 182,862,262 182,862,262

Special Education 48,416,407 48,416,407

Vocational Education 15,194,606 15,194,606

Compensatory Education 18,349,061 18,349,061

Other Instruction Programs 2,377,603 2,377,603

Community Services 4,625,645 4,625,645

Support Services 51,864,358 51,864,358

Student Activities 1,194,264 1,194,264
Capital Outlay:

Sites 1,879,511 1,879,511

Buildings 36,986,877 36,986,877

Equipment 682,430 3,804,505 4,486,935

Instructional Technology 5,620,759 5,620,759

Sales and Lease 8,846 8,846
Debt Service:

Bond Principal 51,810,000 51,810,000

Bond Interest and Other Charges 8,656,438 (6,017) 8,650,421

TOTAL EXPENDITURES 324,372,372 1,194,264 60,466,438 48,294,481 [0] 434,327,555
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 1,361,360 94,221 (1,362,138) (19,584,175) 110,438 (19,380,294)
OTHER FINANCING SOURCES (USES):

Bond and Refunding Bond Issuance Premium 8,250 8,250

Sale of Surplus Equipment 273 273

Transfers 2,650,000 (2,650,000)

TOTAL OTHER FINANCING SOURCES (USES) 2,650,000 8,250 (2,650,000) 273 8,523
NET CHANGE IN FUND BALANCE 4,011,360 94,221 (1,353,888) (22,234,175) 110,711 (19,371,771)
FUND BALANCE -- September 1, 2019 33,083,051 1,225,684 34,484,507 68,692,721 205,817 137,691,780
FUND BALANCE -- August 31, 2020 $37,094,411 $1,319,905 $33,130,619 $46,458,546 $316,528 $118,320,009

The Notes to the Basic Financial Statements are an integral part of this statement.
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EVERETT PUBLIC SCHOOLS
RECONCILIATION

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

REVENUES & OTHER SOURCES

Revenues:
Local
State
Federal
Other Entities

Other Sources:
Bond and Refunding Bond Issuance Premium
Sale of Surplus Equipment

TOTAL REVENUES & OTHER SOURCES
EXPENDITURES & OTHER USES

Current:
Regular Instruction
Special Education
Vocational Education
Compensatory Education
Other Instruction Programs
Community Services
Support Services
Student Activities

Capital Outlay:
Sites
Buildings
Equipment
Instructional Technology
Sales and Lease

Debt Service:
Bond Principal
Bond Interest and Other Charges
TOTAL EXPENDITURES

NET CHANGE FOR THE YEAR

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED AUGUST 31, 2020

Schedule 4A

TOTAL LONG-TERM CAPITAL LONG-TERM STATEMENT OF
GOVERNMENTAL REVENUE, RELATED DEBT ACTIVITIES
FUNDS EXPENSES* ITEMS* TRANSACTIONS* TOTAL
120,908,079 3,016,998 123,925,077
276,668,432 276,668,432
14,539,892 14,539,892
2,830,858 5,294 2,836,152
8,250 (8,250)
273 (2,448) (2,175)
414,955,784 3,022,292 (2,448) (8,250) 417,967,378
182,862,262 (2,045,425) 27,479,557 208,296,394
48,416,407 (505,578) 1,359 47,912,188
15,194,606 (222,814) 94,589 15,066,381
18,349,061 (210,511) (5,013) 18,133,537
2,377,603 (41,622) 15,579 2,351,560
4,625,645 (4,747) 17,409 4,638,307
51,864,358 82,068 2,324,575 54,271,001
1,194,264 1,194,264
1,879,511 (1,879,511)
36,986,877 (36,986,877)
4,486,935 (4,486,935)
5,620,759 (5,620,759)
8,846 (8,846)
51,810,000 (51,810,000)
8,650,421 (1,028,354) 7,622,067
434,327,555 (2,948,629) (19,054,873) (52,838,354) 359,485,699
($19,371,771) $5,970,921 19,052,425 $52,830,104 $58,481,679

The Notes to the Basic Financial Statements are an integral part of this statement.

*See Note 2B.
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Schedule 5
EVERETT PUBLIC SCHOOLS
STATEMENT OF FIDUCIARY NET POSITION
AUGUST 31, 2020

PRIVATE
PURPOSE
TRUST
ASSETS
Cash & Cash Equivalents $187,635
Accounts Receivable 50,661
TOTAL ASSETS 238,296
LIABILITIES
Accounts Payable 7,272
TOTAL LIABILITIES 7,272
NET POSITION
Held in Trust for Intact Trust Principal 25,500
Held in Trust for Scholarships and Private Beneficiaries 205,524
TOTAL NET POSITION $231,024

The Notes to the Basic Financial Statements are an integral part of this statement.
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Schedule 6
EVERETT PUBLIC SCHOOLS
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEAR ENDED AUGUST 31, 2020

PRIVATE
PURPOSE
TRUST
ADDITIONS
Donations $122,307
Investment Earnings 2,178
TOTAL ADDITIONS 124,485
DEDUCTIONS
Administrative Expenses 98
Scholarships 48,661
TOTAL DEDUCTIONS 48,759
CHANGE IN NET POSITION 75,726
NET POSITION -- September 1, 2019 155,298
NET POSITION -- August 31, 2020 $231,024

The Notes to the Basic Financial Statements are an integral part of this statement.
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EVERETT PUBLIC SCHOOLS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED AUGUST 31, 2020

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of Everett Public Schools (the district) have been
prepared in conformity with generally accepted accounting principles (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles
nationally. The following is a summary of the district’s significant accounting policies:

A.  REPORTING ENTITY

Primary Government -- Everett Public Schools is a municipal corporation organized pursuant to
Title 28A of the Revised Code of Washington (RCW), for the purpose of providing public school
services to students in grades K-12. Oversight responsibility for the district’s operations is vested
with the independently elected board of directors. Management of the district is appointed by and
is accountable to the board of directors. Fiscal responsibility, including budget authority and the
power to set fees, levy property taxes, and issue debt consistent with provisions of state statutes,
also rests with the board of directors.

The Everett Public Schools financial statements include all funds and organizations for which the
district is financially accountable, organizations that are controlled by or dependent on the
district’s board of directors or administrative staff, and other organizations for which the nature
and significance of their relationship with the district are such that exclusion would cause the
reporting entity’s basic financial statements to be misleading or incomplete. Control by or
dependence on Everett Public Schools was determined on the basis of budget adoption, taxing
authority, outstanding debt secured by the general obligation of the district, obligation of the
district to finance any deficits that may occur, receipt of significant subsidies from the district, and
consideration of other significant operational and financial relationships with the district.

Related Organizations -- The Everett Public Schools Foundation is a community based, separate
legal entity organized under IRS provision as a 501(c)(3) non-profit organization. The Foundation
is governed by a board of directors of approximately twenty-five members comprised of a diverse
balance of community members as well as district employees. The Foundation’s activities are
supported by private donations. Their mission is to develop and provide community support to
strengthen achievement in the Everett Public Schools.

The district recognizes various parent/teacher associations, organizations and other groups
(PTAs, boosters), which are separate legal entities, and whose members are involved according to
their own private capacities. These groups have been organized for the purpose of increasing the
opportunities for parents and community members to be involved in the educational activities of
the children in the community.

The board of directors and officers for the above listed groups (Foundation and various parent or
community associations) are not appointed by the Everett Public Schools. Everett Public Schools
is not financially responsible for the Foundation, or the parent/teacher associations,
organizations, and other community groups. Contributions from the above noted related parties,
while an important and viable source of support for the district, are not a material source as
related to the district’s overall financial position. Contributions received from these groups have
been recorded as revenue in the district’s financial statements, but the financial information for
said groups themselves are not presented in the district’s financial statements.
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The district has no component units, or related organizations for which the district is considered
to be financially accountable, and no entities for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the district’s basic
financial statements to be misleading or incomplete.

PRESENTATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
The district’s basic financial statements consist of:

1. Government-Wide Financial Statements -- Government-wide financial statements display
governmental activities of the district as a whole, without displaying individual funds or fund
types. They include only the primary government. Fiduciary funds and activities are not included.
The government-wide financial statements use the economic resources measurement focus and
the accrual basis of accounting. Revenues, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange takes place. The
government-wide financial statements consist of the following:

a. Statement of Net Position -- The statement of net position reports all financial and
capital resources in a format of assets plus deferred outflows of resources less liabilities
less deferred inflows of resources equal net position. Land is reported at historical cost.
Other depreciable capital assets, such as buildings, building improvements, vehicles and
equipment, are reported at historical cost, net of accumulated depreciation.

b. Statement of Activities -- The statement of activities demonstrates the operations of
the district presented as direct expenses of specific programs or functions and the degree
to which the direct expenses are offset or net against program revenues. A net expense
represents the level of support required from the government’s general revenues.
Revenues are divided between program revenues and general revenues. All revenues not
specifically associated with a program are defined as general revenues on the statement of
activities. Revenues are recognized when they are earned and measurable on a full accrual
basis. The statement of activities shows the change in net position for the year depending
on over-all expenses and revenues. The expenses and revenues are reported as follows:

Expenses -- Expenses are reported by function/program. Direct expenses are those that
are clearly identifiable with a specific program or function. Depreciation expenses are
allocated as direct expenses if they can be specifically identified with a program or
function.

Revenues -- Revenues, measured on a full accrual basis, are divided into program revenues
and general revenues. Program revenues are derived directly from the program itself or
from parties outside the district’s taxpayers, as a whole. Program specific revenues consist
of two major categories: 1) charges for services to individuals or groups who purchase, use,
or directly benefit from goods, services, or privileges provided by a program or function;
and 2) grants and contributions arising from mandatory and voluntary non-exchange
transactions with federal, state governments, organizations, or individuals that are
restricted to meeting the operational or capital requirements of a particular program or
function. General revenues are divided into property taxes, interest and investment
earnings, general apportionment from the state of Washington and other unallocated
revenues that are not required to be reported as program revenues, or are not specifically
identifiable with a specific program or function.

Fiduciary funds are not presented in the government-wide financial statements. They are
presented separately in Schedules 5 and 6 of the fund financial statements.
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2. Fund Financial Statements -- The accounts of the district are organized on the basis of funds in
the fund financial statements, each of which is considered a separate accounting entity. The
operations of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, deferred inflows, liabilities, fund equity, revenues, and expenditures.

Resources are accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled. The fund financial statements
consist of the Fund Balance Sheet, Reconciliation of Balance Sheet/Statement of Net Position,
Statement of Revenues, Expenditures and Changes in Fund Balance, and Reconciliation of
Statement of Revenues, Expenditures, and Changes in Fund Balance/Statement of Activities,
Fiduciary Fund - Statement of Fiduciary Net Position, Statement of Changes in Fiduciary Net
Position.

The various funds are grouped into two classifications: Governmental and Fiduciary.

Governmental Funds -- The reporting of governmental funds focuses primarily on sources,
uses, and balances of current financial resources and has a budgetary orientation. Governmental
funds use the modified accrual basis of accounting. The district reports the following major
governmental funds:

General Fund

This fund is the district’s primary operating fund. It accounts for all financial resources of the
district, except those required to be accounted for in another fund. In keeping with the principle of
as few funds as necessary, food services, maintenance, information systems, printing, and
transportation activities are included in the fund. Major sources of revenue include local taxes,
state apportionment funds, and grants from state and federal sources.

Special Revenue Fund (Associated Student Body Fund)

This fund is used to account for the extracurricular fees collected from a variety of fundraising
events for students. These funds are legally restricted for specific purposes defined in WA State
RCW. The district is prohibited from using these funds for its general or curricular operations.
The Associated Student Body Fund (ASB Fund) is the only fund of this type. Disbursements
require the joint approval of the appropriate ASB representatives (including students’ signatures)
and the district’s board of directors. This fund is accounted for as a special revenue fund because
the financial resources legally belong to the district.

Debt Service Fund

This fund is used to account for the accumulation of resources for the payment of general long-
term debt principal, interest, and related expenditures. Fund revenues are derived primarily from
local property taxes.

Capital Projects Fund

This fund is used to account for financial resources to be used for the acquisition and construction
of capital assets. This fund must be used when projects are financed wholly or in part by bond
issues, intergovernmental resources, major private donations, or insurance recoveries. Another
major revenue source includes tax revenues from the building and technology levy. Expenditures
in this fund may also be for energy, technology and other major improvements to existing facilities
and for the purchase of initial equipment for newly constructed buildings.

Transportation Vehicle Fund

This fund is a capital projects fund specifically used to account for the capital outlay involved with
purchase, major repair, rebuilding, and debt service expenditures related to pupil transportation
equipment (buses) used to transport students to and from school. The primary source of revenue
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in this fund is a state allotment provided as a reimbursement for pupil transportation equipment
and restricted specifically for that purpose.

Fiduciary Funds -- Fiduciary fund reporting focuses on net position and changes in net
position. Trust funds are used to account for assets held for individuals, private organizations,
other districts, or other funds in its fiduciary capacity as trustee or agent. The only fund the
district has of this nature is the Private Purpose Trust Fund. The Private Purpose Trust Fund is
used to account for resources legally held in trust to benefit private beneficiaries, individuals or
private organizations for scholarships and student aid. The Private Purpose Trust Fund'’s
resources are not available to support district operations. Funds are segregated by account code to
differentiate between donors’ intended use of funds for different purposes. Generally, all of the
Trust fund resources, including any earnings on invested resources, may be used to support the
trust arrangements. However, there are some resources within the Private Purpose Trust Fund
that contain a requirement to hold original trust principal donations intact so that only the
interest earnings may be used to support student scholarships. The Private Purpose Trust Fund
uses the accrual basis of accounting.

Major and Non-Major Funds -- All governmental funds are considered “major funds.”
MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide statements and fiduciary fund financial statements, measure and report all
assets (both financial and capital), deferred inflows/outflows of resources, liabilities (including
long-term liabilities such as long-term debt), revenues, expenses, gains, and losses using the
economic resources measurement focus and the accrual basis of accounting. The accounting
objectives of this measurement focus are the determination of operating income, changes in net
position (or cost recovery), and over-all financial position. Revenues are recorded when earned
and expenses are recorded on a consumption basis, and/or when a liability is incurred, regardless
of the timing of related cash flows. Property taxes are recognized as revenues in the year for which
they are levied. Grants and similar items are recognized as revenues 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. This means only current assets
and current liabilities are included on the balance sheets. Revenues are recognized as soon as they
are both measurable and available. Revenues are considered to be available when they are
collected 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 60 days (for property taxes within 30 days) of the end of the current fiscal period.
Expenditures generally are recorded when assets are consumed and/or as liability is incurred just
as under accrual accounting. However, debt service expenditures, for non-matured principal and
interest on long-term debt as well as expenditures related to pensions, compensated absences,
claims and judgments, are recorded only when payment is due.

Revenues derived from property taxes collected within 30 days of year-end and interest associated
with the current fiscal period are considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period.

Property taxes receivable are measurable but not available and are, therefore, recorded as
deferred inflows of resources — unavailable revenue rather than accrued. Categorical program
claims, including grant revenues from cost reimbursement grants, and inter-district billings are
measurable and available and are, therefore, accrued.
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Eliminations and Reclassifications -- In the process of consolidating internal activities for the
government-wide statement of net position and statement of activities, the interfund receivables
and payables between the governmental funds, except those, if any, with fiduciary funds, were
eliminated. The district’s primary type of interfund activity consists of a ‘reimbursement of
expenditure’ type transaction. This occurs when one fund (usually the General Fund as the
operating fund) pays the initial outlay of expenditure belonging to or attributable to another fund,
which are subsequently reimbursed by the other fund. The loaning fund treats the pay-back of
funds as ‘reimbursements of expenditure’ while the benefiting fund accounts for the transaction as
a direct expense. Accordingly, the direct expenses are included only once from government-wide
presentation. These expenses happen primarily between the General, ASB, and Capital Projects
Funds involving payroll transactions.

ASSETS, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, LIABILITIES AND NET
POSITION OR EQUITY

1. Cash, Cash Equivalents and Investments

The district’s cash and cash equivalents are considered to be cash on hand, certificates of deposits,
and short-term investments with original maturities of three months or less from the date of
acquisition.

State of Washington statutes authorize the district to invest in 1) securities, certificates, notes,
bonds, short-term securities, or other obligations of the United States, and 2) deposits in any state
bank or trust company, national banking association, stock saving bank, mutual savings bank,
savings and loan association, and any branch bank engaged in banking in the state in accordance
with RCW 30.04.300, if the institution has been approved by the Public Deposit Protection
Commission to hold public deposits, and has segregated eligible collateral having a value of not
less than its maximum liability.

The Snohomish County Treasurer is the ex-officio treasurer for the district. In this capacity, the
county treasurer receives deposits and transacts investments on the district’s behalf. Temporary
investments are stated at cost plus accrued interest, which approximates market value. Other
investments of the district are reported at fair value.

2. Receivables and Payables

Due from Other Funds and Due to Other Funds -- Interfund receivables and payables and the
associated expenditures and/or reimbursement of expenditures, are recorded in the respective
funds in the governmental fund financial statements. The interfund balances represent short-term
loans between the governmental funds, made for the purposes of streamlining the issuance of
warrants for payroll and other occasional miscellaneous purchases of goods and services. The
interfund balances are temporary and are cleared regularly by issuance of a warrant from one
fund to the other. In the process of aggregating data for the statement of net position and the
statement of activities, any interfund receivables and payables that may exist at fiscal year-end are
eliminated in government-wide financial statements, except those (if any) with fiduciary funds,
which are reclassified as a third party receivable.

Due from Other Governmental Units/Due to Other Governmental Units -- The ‘due from’ account
represents receivables for grants from federal, state and local governmental entities. Grant
revenues are recorded in the year in which the expenditures are incurred and/or applicable
eligibility requirements imposed by the grantor have been met. A ‘due to’ account is recognized if
a granting agency’s compliance criteria require a refund of previously awarded revenues. Grants
administered by the Office of the Superintendent of Public Instruction (OSPI) are recaptured
through the state’s apportionment process.
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Accounts Receivable -- This account represents amounts due for services rendered by the district
in the current year, under exchange type transactions, net of allowance for doubtful accounts. It
also includes amounts due from non-governmental entity voluntary agreements to fund district
events or other provisions in the administration of the district’s educational programs. The district
considers receivables collected within 60 days after year-end to have been available and
recognizes them as revenues of the current year.

Property Taxes Receivable -- Property tax revenues are collected by the Snohomish County
Treasurer as the result of special levies passed by voters in the district. In accordance with RCW
84.60.020, the tax assessment date is January 1 of the calendar year of collection. The tax lien
date is January 1 of the year of collection and taxes receivable are recognized as of that date.
Current year taxes are due in full as of April 30 and are considered delinquent after that date.
However, without incurring penalty, the taxpayer may elect to pay one-half of the taxes due by
April 30, with the remaining one-half of the taxes due October 31 and considered delinquent after
that date. Typically, slightly more than half of the collections are made by the April 30 date. The
October 31 collection is measurable but only those collected within 30 days of year-end are
available in time to cover liabilities for the fiscal period ended August 31. Therefore, the balance
of the fall property taxes is not accrued as revenue in the governmental fund financial statements.
Instead, the balance of taxes (after September’s accrual) due on October 31 are recorded as taxes
receivable and deferred inflow of resources — unavailable revenue in the fund financial
statements. In the government-wide financial statements, property tax revenue, net of estimated
uncollectible, is accrued at year-end. Property is subject to foreclosure if property taxes are
delinquent for three years.

Unearned Revenue -- Unearned revenues are funds associated with exchange-type transactions
where a good or service is to be provided by the district in exchange for a charge or fee for that
good or service, collected or paid in advance, for which the earnings process is not yet complete.
The unearned revenues are tied to goods or services to be provided in the coming fiscal year. For
example, facilities rentals paid in advance, and student project supply or extracurricular activity
fees collected in advance of the class or activity; all represent funds the district would be obligated
to refund if the facility was not made available, the student withdraws, or the program, service,
activity, or good was otherwise not provided. Unearned revenues become revenues in the next
fiscal year, allowing for an appropriate match to the new school year or fiscal year activities.

3. Inventory and Prepaid Items

Inventory -- With the exception of some of the food items purchased for use in the food services
program, the district uses the periodic inventory method for the goods and supplies purchased for
use in its programs. The district records expenditures throughout the year as the goods and
supplies are purchased. Near year end, goods or supplies purchased primarily for consumption
and use in the coming new school year are recognized as inventory of the current fiscal year, and
expenditures during the year in which they are used. Physical inventory counts are conducted
annually near fiscal year-end. In addition, the district operates a very limited service warehouse
for the sole purpose of the food services program. The district uses the consumption method for
its warehouse and food service program purchases. Under the consumption method, expenditures
for food are recognized as the food is used. Food inventory is tracked using the perpetual method
with an annual physical count taken near year-end to verify and adjust the inventory value. The
inventories are valued at cost using the first-in-first-out (FIFO) method. Reported inventories are
offset by a non-spendable fund balance equal to the reported inventory level to indicate a portion
of the fund balance is not available for future expenditures.

The United States Department of Agriculture (USDA) commodity inventory, is included in the
General Fund inventory total and consists of food donated by the USDA for use in the district’s
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nutrition services program. The commodities are valued at the prices paid by the USDA for
commodities.

Prepaid Items -- Prepaid items refer to payments made to vendors for services which will be
consumed in a future fiscal period but for which payment has been made in the current fiscal
period. Expenditures for these items are pro-rated or matched to the period during which the
services will be consumed. The prepaid items asset account is used when the timing of the
expenditure is relevant to the proper recognition of the expenditures. These amounts are recorded
as prepaid items in both the government-wide and fund financial statements. Reported prepaids
are offset by a non-spendable fund balance in the fund financial statements, equal to the prepaid
balance, to indicate a portion of the fund balance is not available for future appropriations.

4. Capital Assets

Capital assets consist of land, buildings, improvements, vehicles, machinery and other equipment
having an estimated useful life of more than one year. Capital assets of the district are reported in
the government-wide financial statements in the Statement of Net Position. Land, buildings, and
major improvements funded by the capital projects fund, are capitalized at cost with no minimum
threshold. Equipment is capitalized when the unit cost of an individual item is $5,000 or more.
Assets are valued at actual historical cost or estimated historical cost if actual historical cost is not
available. Donated capital assets are valued at their estimated acquisition value on the date
donated. The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized, but are charged to expenditures in the current
period.

In governmental fund financial statements, there is no depreciation for capital assets. However,
depreciation is charged to expense and allocated to various programs/functions in the
government-wide statement of activities in compliance with GASB statement No. 34 (see Note 6).
Capital assets are reflected at historical cost (or estimated historical cost where applicable) net of
accumulated depreciation in the government-wide statement of net position. Land and
construction work in progress (CIP) are not depreciated. All other capital assets are depreciated
using the straight line method over the following ranges of estimated useful lives:

Assets Years
Buildings & Building Improvements 20-50
Vehicles 8-13
Equipment 5-15

In the fund financial statements, capital assets used in governmental fund operations are
accounted for as capital outlay expenditures as incurred upon acquisition.

5. Deferred Outflows/Inflows of Resources

Deferred Outflows -- Deferred outflows are a consumption of net position by the district that are
applicable to a future reporting period. Deferred outflows have a debit balance and a positive
effect on net position. In governmental fund financial statements, there are no deferred outflows
of resources. In government-wide statements, deferred outflows of resources consist of amounts
or changes in amounts associated with the net pension liability (actuarial factors that affect the
district’s pension liability such as changes in investment earnings, experience, assumptions,
proportion and contributions), and OPEB liability (actuarial factors that affect the district’'s OPEB
liability such as changes in experience, assumptions, demographic, or other input factors), and
deferred loss on bond refunding resulting in a defeasance of debt. The deferred outflows are
recognized on the statement of net position. Changes in the deferred amount associated with
pensions and OPEB liabilities also affects the expenses on the statement of activities. Deferred loss
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on refunding is amortized as a component of interest expense on the statement of activities, over
the life of the old debt or the life of the new debt, whichever is shorter.

Deferred Inflows -- Deferred inflows are an acquisition of net position by the district that are
applicable to a future reporting period. Deferred inflows have a credit balance and a negative
effect on net position. Deferred inflows of resources on the governmental fund financial
statements consist of amounts collected before revenue recognition criteria have been met, and
receivables, which under the modified accrual basis of accounting, are measurable but not yet
available (i.e. unavailable property tax revenues, unavailable revenues from federal, state, and
local grants and unavailable revenues on long-term receivables). In government-wide financial
statements, property taxes, and other receivables, less estimated uncollectible, are accrued as
revenue, therefore, there are no deferred inflows of resource associated with property taxes and
receivables balances in the government-wide financial statements. Deferred inflows of resources
on the government-wide statement of net position consist of amounts or changes in amounts
associated with the net pension (actuarial factors that affect the district’s net pension liability such
as changes in pension plan investments, and proportions), and OPEB liability (actuarial factors
that affect the district’'s OPEB liability such as changes in experience, assumptions, demographic,
or other input factors).

6. Long-Term Liabilities

Long-term liabilities are reported in the government-wide financial statements in the statement of
net position and consist of bonds, net proportion of pension liability, other post-employment
benefits other than pension (OPEB), and compensated absences.

Long-Term Debt/Bonds -- In government-wide financial statements bonds payable are reported
net of the applicable bond premium or discount. Bond premiums and discounts are amortized
over the life of the bonds using the effective interest method. The deferred amount on refunding is
reported separately as a deferred outflow of resources (or inflow) on the statement of net position
and is amortized over the life of the bonds using the straight-line method. Bond issuance costs,
except any portion related to prepaid insurance costs, are expensed in the period incurred.

In the fund financial statements, bond premiums, discounts, and issuance costs are recognized in
the period of issuance. The face amount of debt issued is reported as other financing sources.
Premiums received are reported as other financing sources while discounts or debt refundings are
reported as other financing uses. Issuance costs, whether or not they are withheld from the actual
debt proceeds received, are reported as debt service expenditures.

Net Pension Liability -- GASB Statement 68 requires the district to report a long-term liability on
the government-wide statement of net position for the district’s proportionate share of net
pension liability for pension plans as administered by the Washington State Department of
Retirement Systems. See Note 7, Pensions and Other Post-Employment Benefits for more details.
In the fund financials, retirement expenditures are recognized when they are payable.

Other Post-Employment Benefits (OPEB) -- GASB Statement 75 requires the district to carry a
long-term liability on the statement of net position for other post-employment benefits (other
than pension). See Note 7, Pensions and Other Post-Employment Benefits for more details. In the
fund financials, any inherent costs associated with other post-employment benefits are recognized
as expenditures when they are payable.

Compensated Absences -- Government-wide financial statements include a long-term liability for
compensated absences on the statement of net position. The compensated absences liability
includes vacation and sick leave earned by employees when the leave is related to employee
services already rendered and eventual payment to the employee is considered probable. Payment
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means salary-related compensation through paid time off, or some other means such as cash
payments at termination or retirement. The sick and vacation liabilities reported by the district
include all salary-related payments to employees (i.e. employer obligations for FICA, Medicare
and Retirement).

Sick Leave

Employees earn sick leave at a rate of 12 days per year and may accumulate such leave up to a
maximum of one contract year. Under the provisions of RCW 28A.400.210, sick leave
accumulated by district employees is reimbursed at death, retirement, or in certain circumstances,
upon separation, at the rate of one day for each four days of accrued leave, limited to 180 accrued
days. This statute also provides for an annual buy-out of an amount up to the maximum annual
accumulation of 12 days. For buy-out purposes, employees may accumulate such leave to a
maximum of 192 days, including the annual accumulation, as of December 31 of each year. Sick
leave expenditures are recorded in the governmental fund financial statements, when paid, except
termination sick leave that is accrued upon death or retirement.

Vested sick leave for employees eligible for retirement is recorded as a long-term debt liability.
Vested sick leave is computed using the vesting method.

Vacation Leave

Employees earn vacation leave at various rates based on the number of years employed. A
maximum of 30 days unused vacation leave is paid upon termination or retirement. Vacation pay
is recorded as an expenditure at the time of payment, which occurs upon usage or upon employee
separation. The amount accrued for vacation leave payable is reported under long-term liabilities
in the government-wide financial statements, statement of net position.

7. Net Position -- Government-Wide Financial Statement

Net Investment in Capital Assets -- This component of net position in the government-wide
financial statements consists of capital assets, including any restricted capital assets, net of
accumulated depreciation, plus capital-related deferred outflows of resources (such as deferred
amount on bond refunding), and reduced by any capital-related deferred inflows of resources as
well as any outstanding balances of bonds, mortgages, notes or other borrowings that are
attributable to the acquisition, construction, or improvements of those assets.

Restricted Net Position -- This component of net position in the government-wide financial
statements reports the assets where constraints are imposed by law through enabling legislation
(Capital, Transportation Vehicle, and ASB Funds), externally imposed debt covenants (Debt
Service Fund), externally imposed regulations of high level contributors and other government’s
legal requirements and for external contractual impositions of grantors/regulations of other
governments upon state and federal grant funds (carry-over of restricted revenues for specific
educational provisions/programs and operations). Therefore, the amounts in restricted net
position are available for disbursement only for specific purposes.

Unrestricted Net Position -- This component of net position in the government-wide financial
statements shows assets that may be used to finance day-to-day operations without constraints
established by debt covenants, enabling legislation or other legal requirements. It is possible that
unrestricted net position may be a deficit or negative number. This can happen when there are
significant balances of noncurrent operating liabilities such as net pension liabilities, other post-
employment benefit (OPEB), or compensated absences liabilities carried on the statement of net
position, that are funded on the ‘pay-as-you-go’ basis, appropriating resources each year as
payments come due, rather than accumulating assets in advance.
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Flow Assumptions for Restricted or Unrestricted Net Position -- When both restricted and
unrestricted resources are available for a certain purpose, the assumption is in most cases
restricted resources are used before the unrestricted resources. In some cases, a pro-rata approach
is used, such as with certain federal restricted grant funds that contain a ‘supplement-not-
supplant’ provision.

8. Fund Equity -- Restrictions, Commitments, Assignments -- Governmental Funds

Governmental funds, fund financial statements display fund balance in five classifications
depicting the relative strength of spending constraints under which resources may be used.

Nonspendable Fund Balance-- Amounts reported as nonspendable represent those portions of
fund balance that cannot be spent either because they are not in spendable form (inventories and
prepaid items), or are legally required to be maintained intact.

Restricted Fund Balance -- Amounts that are reported as restricted are those resources of the
district that are constrained to specific purposes by their providers (such as grantors, bond
holders, and higher levels of government) through legal restrictions such as constitutional
provisions, enabling legislation, or other externally imposed laws and contractual obligations
beyond the control of the board of directors.

Committed Fund Balance -- Amounts that are reported as committed are those resources of the
district that have a limitation placed upon their usage by formal action (board resolution) of the
district’s board of directors. Commitments may only be changed when the resources are used for
the intended purpose or the limitation is removed by a subsequent formal action (board
resolution) of the board of directors. General Fund shows committed fund balance for authorized
imprest accounts, per board resolution. Capital Projects Fund committed fund balance consists of
two components, ‘building repair and technology’ tax levy proceeds (authority for such levy as per
board resolution), the source of which dictates their representation as committed per the State
Accounting Manual for School Districts in the State of Washington, and funds previously set-aside
by board resolution for improvements to the Everett Memorial Baseball Stadium.

Assigned Fund Balance -- The superintendent, as designated by the board (board policy), is the
individual responsible for authorizing or changing assignments of fund balance. In the General
Fund, assigned resources are constrained through budget allocation decisions made by the
superintendent for funds which are neither restricted nor committed. For the General Fund,
assignments primarily include individual schools’ carry-over of discretionary budget allotments,
and privately donated funds for individual schools’ special programs, field trips or other
enrichment activities, which while not legally restricted, would be publicly sensitive if funds were
not ear-marked for use as the donor intended. In the Capital Projects Fund, assigned resources
are constrained at the superintendent’s authorization, and are based on the nature of the legal
classification of residual funds (neither restricted, or committed) in the Capital Fund in the State
of Washington and as prescribed by the State Accounting Manual for School Districts in the State
of Washington. Assignments are changed when the resources are used for the intended purpose,
or, for General Fund, if the funds are not utilized as designed within the next current period, could
be rescinded by the superintendent through the budget allocation process and through
agreements with the original donors. For the Capital Fund, the ‘Assigned-Capital Project Fund
Purposes’ cannot be changed, unless the funds are used for the intended purpose of the Capital
Projects Fund, or if the Capital Projects fund were to be dissolved as a whole, through state
legally-defined processes and at the direction of the board. Assignments reduce the amount of
unassigned fund balance, but may not reduce that balance below zero. Authority for making
additional or more specific assignments within any of the funds rests with the superintendent.
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Unassigned Fund Balances -- In the General Fund, amounts that are reported as unassigned are
those net spendable resources of the district that are not otherwise restricted, committed, or
assigned and may be used for any purpose within the General Fund.

In other governmental funds, unassigned fund balance, if any, would represent a deficit ending
spendable fund balance once all restrictions and commitments are considered. The district does
not have any unassigned fund balance in funds other than the General Fund. A negative
unassigned fund balance would mean that the legal restrictions and formal commitments of the
district exceed its currently available resources. The district does not have negative unassigned
fund balances in any of its governmental funds.

Flow Assumptions for Restricted, Committed, Assigned or Unassigned Fund Balances -- The
order in which the district assumes restricted, committed, assigned, and unassigned amounts are
spent when amounts in more than one classification are available for a particular purpose,
depends on the program and the resource, but is applied consistently from year to year. In some
cases, unrestricted resources are used first, or a pro-rata approach is used. In most cases, the
restricted resources are considered used first before the unrestricted resources.

The district receives state funding for specific categorical education-related programs. Certain
amounts that are received for these programs that are not used in the current fiscal year may be
carried forward into the subsequent fiscal year, where they may be used only for the same purpose
as they were originally received. When the district has such carryover, those funds are considered
expended before any amounts received in the current year are expended.

Additionally, when expenditures are recorded for purposes for which a restriction or commitment
of fund balance is available, those funds that are restricted or committed to that purpose are
considered first before any unrestricted or unassigned amounts are expended.

Minimum Fund Balance Policy -- The district has established a board policy providing a goal for
management of fund balance. The goal embodies what was previously an informal practice of
maintaining a minimum total ending fund balance in the General Fund of five percent and a
minimum unassigned fund balance of two-and-a-half percent. The authority for approval of the
budget rests with the board, which may adopt an annual expenditure plan with an estimated total
ending fund balance that departs from this minimum target when it determines this is appropriate
for a particular fiscal year.

NOTE 2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE FUND BALANCE SHEET FOR
GOVERNMENTAL FUNDS AND THE GOVERNMENT-WIDE STATEMENT OF NET POSITION

1. Investment in Joint Venture -- The district’s equity interest of $170,443 in King County
Director’s Association (KCDA) purchasing cooperative is included in the statement of net position.

2. Capital Assets, Net -- When capital assets (land, buildings, equipment) used in governmental
activities are purchased or constructed, the cost of those assets are reported as expenditures in the
governmental funds. However, the statement of net position includes those capital assets among the
assets of the district as a whole.

Cost of Capital Assets $ 715,093,068
Less Accumulated Depreciation (219,417,238)
Capital Assets, Net $ 495,675,830
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3. Deferred Outflows of Resources — Pension Changes -- Changes in actuarial factors affecting the
district’s net pension liability such as changes in investment earnings, experience, assumptions,
proportion and contributions results in a deferred outflow of resources for pension changes balance
of $36,451,722 which is added to the statement of net position.

4. Deferred Outflows of Resources — OPEB -- Changes in actuarial factors affecting the district’s
OPEB liability such as changes in experience, assumptions, demographic, or other input factors
results in a deferred outflow of resources for pension changes balance of $18,120,266 which is
added to the statement of net position.

5. Deferred Outflows of Resources — Deferred Loss on Refunding -- The difference between the
carrying amount of refunded debt and the cost of new debt to retire the old resulted in a loss on
refunding. The governmental funds recognize the flow of resources as current other financing
sources and uses of funds in the period where the refunding occurred. However, the deferred loss on
refunding balance of $2,274,114 is added to the statement of net position as a deferred outflow of
resources.

6. Long-Term Liabilities -- Long-term liabilities applicable to the district’s governmental activities
are not due and payable in the current period and, therefore, are not reported as liabilities in the
fund balance sheet. However, all liabilities, both current and long-term, are reported in the
statement of net position. Accordingly, $414,234,736 in long-term liabilities is added to the
statement of net position. See Long-Term Debt Note 8 for a schedule comprising the total below.

Long-Term Liability - Pension $ 103,647,955
Long-Term Liability - OPEB 110,186,719
Long-Term Liability - Other 200,400,062

$ 414,234,736

7. Deferred Inflows of Resources — Pension Changes — Changes in actuarial factors affecting the
district’s net pension liability such as changes in experience and proportions results in a deferred
inflow of resources for pension changes balance of $5,522,327 which is added to the statement of
net position as a deferred inflow of resources.

8. Deferred Inflows of Resources — OPEB Changes — Changes in actuarial factors affecting the
district’'s OPEB liability such as changes in experience, assumptions, demographic, or other input
factors results in a deferred inflow of resources for pension changes balance of $9,785,861 which is
added to the statement of net position.

9. Deferred Inflows of Resources — Unavailable Revenue-- Property tax levies not collected within
30 days, and other similar receivables that will not be collected for several months after year-end
are not considered available. They are reported as deferred inflows of resources in governmental
funds. However, unavailable revenue from property taxes ($52,787,918) and unavailable revenue
for other miscellaneous entitlements ($77,456) are removed from the statement of net position.

10. Eliminations, Due from Other Funds and Due to Other Funds -- In the governmental fund
financial statements, interfund payables and receivables and the associated expenditures and/or
reimbursement of expenditures are recorded in the respective funds as a result of general
operations. In the conversion of fund financial statements to government-wide financial statements,
all the governmental funds are consolidated and presented as a total. Accordingly, interfund
receivable/payable balances of $445,065 were eliminated.
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B.

EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE DISTRICT FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
AND THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

1. Long-Term Revenues, Local -- Property tax levies not collected within 30 days of year-end, and
other miscellaneous entitlements, less estimated uncollectible accounts that do not provide current
financial resources, are reported as deferred inflows of resources in the governmental funds, but as
revenues in the government-wide financial statements. Accordingly, $3,016,998 in revenue is
deducted from the statement of activities.

2. Long-Term Revenues, Other Entities -- The value of the district’s investment in joint venture
(see also Note 12-Other Disclosures, KCDA) increased by $5,294 from the prior year. The increase
in the value of this asset results in an adjustment of general revenue in the statement of activities.
The value of the investment in joint venture is not reported in the governmental funds.

3. Long-Term Expenses -- The net amount of $2,948,629 represents the changes in the district’s
pension, compensated absences, and other post-employment benefits (OPEB) liabilities. The
pension liability change resulted in a decrease to expenses of $9,883,137. The compensated
absences liability increased expenses by $592,340, and the OPEB liability increased expenses by
$6,342,168. These long-term assets or liabilities are not reported in governmental funds. The net
increase in liabilities results in an adjustment to the statement of activities as expenses to
appropriate programs.

4. Capital Related Items, Other Sources -- When surplus capital assets are disposed of, the
proceeds from the sale or the disposal is recognized as other financing sources in the governmental
funds. However, in the government-wide financial statements, statement of activities, a net loss or
gain on the sale or disposal of the assets is recognized. Accordingly, the book value of the assets are
offset against the proceeds (if any) from the sale or disposal to calculate, a net gain or loss. Sale of
surplus equipment is categorized as a general revenue, unallocated, on the statement of activities.
The net gain from the sale of real property is considered a special item on the statement of activities.

Equipment Historical Cost $ 22,845
Less Accumulated Depreciation (20,397)
Book Value of Assets $ 2,448
Proceeds from Sale of Equipment 273
Less Book Value of Equipment (2,448)
Net loss from Surplus Equipment $ (2,175)

5. Capital Related Items, Expenses -- When capital assets (i.e. land, buildings, equipment) are
purchased or constructed to be used in governmental activities, the cost of those assets are reported
as capital outlay expenditures in the governmental funds. However, the statement of net position
includes capital assets among the assets of the district as a whole. Thus, governmental fund
financial statements report capital outlay as expenditures ($48,982,928), while government-wide
financial statements report depreciation expense ($18,627,164) for capital assets which are allocated
to various applicable programs. Expenditures for equipment costing less than $5,000 that are
reported as capital outlay expenditures in the governmental fund financial statements ($11,300,891)
are not capitalized and therefore have been re-allocated as expenses to governmental
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activities in the statement of activities as follows:

Non-Capitalized Depreciation Total

Regular Instruction $ 10,623,513 $ 16,856,044 $ 27,479,557
Special Education 1,359 1,359
Vocational Education (20,738) 115,327 94,589
Compensatory Education (8,310) 3,297 (5,013)
Other Instructional Programs 15,579 15,579
Community Services 13,826 3,583 17,409
Support Services 692,600 1,631,975 2,324,575

Total $ 11,300,891 $ 18,627,164 $ 29,928,055
Reconciliation Summary:
Non-Capitalized, Building & Equipment Costs $ 11,300,891
Depreciation Expense 18,627,164
Capital Outlay (Sites, Buildings, Equipment) (48,982,928)
Difference $ (19,054,873)

6. Long-Term Debt Transactions, Bond Principal -- Repayment of bond principal in the amount of
$51,810,000 was reported as an expenditure in the governmental funds and, thus, has the effect of
reducing fund balance. For the district as a whole, the principal payments reduce the liabilities in
the statement of net position. (See Long-Term Debt Note 8.)

7. Long-Term Debt Transactions, Bond Interest & Other Charges -- In governmental fund financial
statements, interest and transfer fee payments of $8,650,421 on general obligation bonds were
charged to expenditures. However, in the government-wide financial statements, interest expense is
adjusted to reflect amortization of deferred amount on refunding (which has the effect of increasing
interest expense), and amortization of bond premium (which has the effect of decreasing interest
expense). Accordingly, a net adjustment of $1,028,354 is made to decrease bond interest expense in
the statement of activities. (See Long-Term Debt Note 8 for amortization schedules.)

Amortization of Deferred Amount on Refunding $2,047,518
Amortization of Bond Premium (3,075,872)
Net Adjustment to Bond Interest & Other Charges (%1,028,354)

NOTE 3. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A.

BUDGETARY INFORMATION

General Budgetary Policies -- The Everett Public Schools budgets the funds in accordance with
the Revised Code of Washington Chapter 28A.505 and Chapter 392-123 of the Washington
Administrative Code (WAC). The board of directors adopts annual appropriation budgets at the
fund level for all governmental type funds after a public hearing. Appropriations lapse at the end
of the fiscal period.

Budgetary Basis of Accounting -- For budget and accounting purposes, revenues and
expenditures are accounted for on a modified accrual basis as prescribed by law for all
governmental funds. Fund balance is budgeted as available resources and, pursuant to law, cannot
be negative.

Budget Controls and Revisions -- Each governmental fund’s total expenditures cannot, by law,

exceed its formal fund appropriation. The district’s finance office reviews requests from
management to modify specific accounts within the overall fund appropriation and implements
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those under the authority granted by approval from the chief financial officer. However, only the
board has the authority to increase or decrease a given fund’s annual budget. The board may
adopt a revised or supplemental budget after a public hearing anytime during the fiscal year.

Budget Amendments — There were no budget amendments made during the 2019-2020 fiscal
year. The original budget is the same as the final budget, total expenditures were within budget
and there were no fund-level revisions necessary.

NOTE 4. CASH AND INVESTMENTS
A. CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and cash equivalents are generally considered short-term, highly liquid investments with a
maturity of three months or less from the purchase date.

Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is recognized
as an increase or decrease to investment assets and investment income.

The Snohomish County Treasurer is the ex-officio treasurer for the district. In this capacity, the
Snohomish County Treasurer receives deposits and transacts investment activity on the district's
behalf.

The district’s cash and cash equivalents are covered entirely by federal depository insurance
(FDIC) or by collateral held by the district’s custodial banks in the district’'s name.

Statutes authorize the district to: (1) invest in securities, certificates, notes, bonds, short-term
securities, or other obligations of the United States, in bankers' acceptances and commercial paper
purchased on the secondary market, the Washington State Local Government Investment Pool,
and county treasurer investment pools, and (2) make deposits in financial institutions in
accordance with RCW 30.04.300, which have been designated as qualified public depositories by
the Washington State Public Deposit Protection Commission (WSPDPC).

To qualify as public depositories in the State of Washington, financial institutions must provide
collateral to the WSPDPC in an amount equal to not less than ten percent of all public deposits by
municipalities up to the net worth of the qualified institution. WSPDPC guidelines basically
provide that in the event of default of a qualified public depository, all other qualified public
depositories will collectively assure that no loss of funds will be suffered by any public entity.

Investments are stated at fair value on the balance sheet. Changes in fair value are included as
revenue in the financial statements. The fair value of securities was based on quoted market
prices.

Investments in the State Investment Pool (Local Government Investment Pool — LGIP) as held by
the County Treasurer on behalf of the district, have fair values that are the same as the value of the
pool shares. The information was provided by the County Treasurer in their capacity as ex-officio
treasurer for the district.
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Government-wide cash, cash equivalents, and investments at year-end totaled $116,453,682,
which consisted of the following:

Description Governmental Total
Funds Government
Wide
Investment at Fair Value $115,650,280 $115,650,280
Cash with County Treasurer, Net of Outstanding Warrants 344,377 344,377
Cash Bank Deposits Used as |mprest Revolving Funds 395,950 395,950
Cash 63,075 63,075
Total Cash, Cash Equivalents and Investments $116,453,682 $116,453,682

Fiduciary Fund, cash, cash equivalents, and investments at year-end totaled $187,635, and
consisted of the following:

Investments at Fair Value $187,393
Cash with County Treasurer, Net of Outstanding Warrants 237
Cash 5
Total Cash, Cash Equivalents and Investments $187,635

The district's deposits are covered entirely by federal depository insurance (FDIC) or by collateral
held in the multiple financial institution collateral pool administered by the WSPDPC. All of the
district’s investments during the year and at year-end were held by the district or by the
Snohomish County Treasurer on behalf of the district.

The district’s investments are measured and categorized within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on valuation
inputs used to measure the fair value of the asset. These guidelines recognize a three-tiered fair
value hierarchy as follows: Level 1: Quoted prices in active markets for identical assets. Level 2:
Quoted market prices for similar assets, quoted prices for identical or similar assets in markets
that are not active, or other than quoted prices that are not observable. Level 3: Unobservable
inputs for an asset. Investments held by the district are considered Level 1 only and at August 31,

2020, are as follows:
Investment Maturities (In Years)

Level 1 - Fair Less Than 1 More Than
Investment Type Cost Value Year 1-5 6-10 10 Years

Government-Wide
State Investment Pool (LGIP) $ 115,650,280 $ 115,650,280 $ 115,650,280

Government-Wide Investments 115,650,280 115,650,280 115,650,280 - - -
Fiduciary Funds
State Investment Pool (LGIP) 187,393 187,393 187,393

Total Investments $ 115,837,673 $ 115,837,673 $ 115,837,673 $ - $ - 3 -

Interest Rate Risk — The district does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from rising interest
rates. However, Snohomish County, as a means of limiting its exposure to raising interest rates,
invests in securities that have a final maturity of no longer than five years. All of the district’s
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investments are with Snohomish County which invests almost 100 percent of the funds with the
Washington State Treasurer’s Local Government Investment Pool (LGIP).

The Washington State Local Government Investment Pool (LGIP) is operated by the Washington
State Treasurer and is managed in a manner generally consistent with SEC regulated Rule 2a-7
money market funds. Participation in the pool is voluntary and the pool is not rated by a
nationally recognized statistical rating organization (NRSRO). Fair value of the district’s
investment in the pool is measured using a net asset value (NAV) calculation based on the
amortized cost of all securities held such that the securities will be valued at their acquisition cost,
plus accrued income, amortized daily. The pool maintains a weighted average maturity (WAM) of
60 days or shorter. Accordingly, participants’ balances in the LGIP are not subject to interest rate
risk since the weighted average maturity of the portfolio will not exceed 90 days.

Credit Risk — The basic risk for holders of debt securities is that the debtor will not be able to
make scheduled payments (credit risk). State law prohibits investments in commercial paper,
corporate bonds, and mutual bond funds. The district has no investment policy that would further
limit its investment choices. As of August 31, 2020, the district’s investment in the State
Investment Pool was not rated by a nationally recognized statistical rating organization (NRSRO).

Credit risk is limited because the majority of the district’s investments outside of the pool are
typically either obligations of the US government, government sponsored enterprises, or insured
demand deposits accounts and certificates of deposit.

Concentration of Risk -- The district places no limit on the amount the district may invest in any
one investment facilitator. All of the district’s investments are invested in the Washington State
Treasurer’s Local Government Investment Pool and U.S. Government Obligations. In compliance
with State of Washington statutes, pool policies authorize investments in US securities, US agency
securities, and mortgaged-backed securities, municipal securities (rated at least “A” by two
NRSROs), commercial paper (rated at least the equivalent of “A-1" by two NRSROs), certificates of
deposits issued by qualified public depositories, repurchase agreements and the LGIP managed by
the Washington State Treasurer’s Office.

The LGIP is a voluntary investment vehicle operated by the State Treasurer. Over 530
governments have participated in the pool since it was started in 1986 to provide safe, liquid, and
competitive investment options for local governments pursuant to RCW 43.250. The LGIP lets
local governments use the State Treasurer’s resources to safely invest their funds while enjoying
the economies of scale available from a $10-16 billion pooled fund investment portfolio. The
LGIP’s investment objectives are, 1) safety of principal, 2) maintaining adequate liquidity to meet
cash flows, and 3) providing a competitive interest rate relative to other comparable investment
alternatives. LGIP offers 100 percent liquidity to its participants. The LGIP portfolio is managed
in a manner generally consistent with SEC regulated Rule 2a-7 money market funds.

Oversight of the LGIP is provided by the LGIP Advisory Committee. The LGIP Advisory
Committee was created in 1995 to advise the State Treasurer on the operation of the Pool. The
committee is comprised of 12 appointed members; four are appointed by the State Treasurer and
the other eight are appointed by state associations including the Washington Finance Officers
Association (WFOA), and the Washington Municipal Treasurers Association (WMTA) among
others. Each member serves a three-year term and is eligible for two total terms. The LGIP
Advisory Committee meets quarterly to advise the Treasurer on LGIP operational issues, budget,
and oversight of the Statewide Custody Program.

Custodial Risk -- The district does not have a formal custodial policy that limits its exposure to
custodial risk. All of the district’s cash and cash equivalents are subject to custodial risk.
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However, they are covered entirely by federal depository insurance (FDIC) or by collateral held by
the district’s custodial banks in the district’'s name.

Additionally, all of the district’s investments are with Snohomish County which invests almost 100
percent of the funds with the Washington State Treasurer’s Local Government Investment Pool
(LGIP) and is managed in a manner generally consistent with SEC regulated Rule 2a-7 money
market funds.

NOTE 5. INTERFUND, TRANSFERS, AND OTHER GOVERNMENT TRANSACTIONS

Interfund Balances -- (Amounts Due to Other Funds/Amounts Due from Other Funds) Interfund
balances between the district’s governmental funds are transactions that have occurred in one fund that
are later reclassified to the appropriate fund. Payroll transactions are streamlined and paid wholly
through the General Fund. The costs are then reclassified as an expenditure to the appropriate fund,
and a reimbursement of expenditure to the General Fund. Interfund receivables/payables are liquidated
monthly. As of August 31, 2020, short-term interfund receivables and payables in governmental funds
resulting from general operating transactions (primarily salaries with a minor amount attributable to
supplies or equipment) in governmental fund financial statements were as follows:

Due from Due to Other

Other Funds Funds
General Fund $436,487 $8,578
Special Revenue Fund 8,578 50,370
Capital Projects Fund 386,117
Total $445,065 $445,065

Interfund receivables and payables between governmental funds are eliminated in the government-
wide financial statements. Interfund receivables and payables from the private-purpose trust fund have
been reclassified as third party receivables/payables in the government-wide financial statements.

Interfund Transfers -- Planned transfers between funds are included in the budgeting process. In 2019-
2020, transfers included $2,650,000 from the Capital Projects Fund to the General Fund. The
transfers are in connection with certain eligible equipment repairs, preventative maintenance, and
technology related projects.

Interfund Loans -- There were no interfund loans made during the course of the 2019-2020 fiscal year.

Due from Other Governmental Units -- As of August 31, 2020, receivables from other governments
consisted of the following related to apportionment, grants, and reimbursements for services owed:

Capital
General Projects
Due from Other Governmental Units Fund Fund
State of Washington
Washington State matching funds $ 85,402
Categorical education program grants $ 2,074,288
School Disticts 64,885
United States Government
Elementary and Secondary School Emergency Relief Fund 230,018

Total $ 2,369,191 $ 85,402
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NOTE 6. CHANGES IN CAPITAL ASSETS

Purchases of equipment with a unit cost of $5,000 or more, are capitalized and depreciated in

government-wide financial statements. Equipment costing less than $5,000 is not included in capital
asset cost values or depreciation totals in the district’s government-wide financial statements. The
district's capital assets are insured up to the cost of replacement, subject to a $1,000 deductible per
occurrence. Course of construction insurance is carried on projects under construction. There have
been no significant reductions to insurance coverage. Changes in capital assets for the year are as

follows:

Government Activities:
Non-depreciable Capital Assets
Land
Construction in Progress
Total Non-Depreciable Capital Assets

Depreciable Capital Assets
Building & Improvements
Equipment
Total Depreciable Capital Assets

Less Accumulated Depreciation
Building & Improvements
Equipment

Total Accumulated Depreciation

Total Depreciable Capital Assets, Net of Depreciation

Governmental Activities
Capital Assets, Net

Primary Government

Depreciation expense was charged to governmental activities as follows:

Beginning Ending
Balance Additions Deletions Balance
$ 41,131,848 $ 1,686,763 $ (45,730) $ 42,772,881
5,666,580 35,401,227 (34,971,918) 6.095,889
46,798,428 37,087,990 (35,017,648) 48,868,770
625,129,243 34,675,229 (9,791,327) 650,013,145
15,305,783 928,215 (22,845) 16,211,153
640,435,026 35,603,444 (9,814,172) 666,224,298
(204,025,518) (17,489,149) 9,791,327 (211,723,340)
(6.576,280) (1,138,015) 20,397 (7,693,898)
(210,601,798) (18,627,164) 9,811,724 (219,417,238)
429,833,228 16,976,280 (2,448) 446,807,060
$ 476,631,656 $ 54,064,270 $ (35,020,096) $ 495,675,830
Regular Instruction $ 16,856,044
Special Education 1,359
Vocational Instruction 115,327
Compensatory Education 3,297
Other Instruction Programs 15,579
Community Services 3,583
Support Services 1,631,975

Total: $ 18,627,164
Construction in Progress
Project Expenditures
Authority Accumulated
Projects Dollars August 31, 2020
Athletics HVAC and Fire Alarm 1,116,291 117,733
Woodside Elementary Modernization 10,850,000 5,978,156
$11,966,291 $6,095,889
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NOTE 7. PENSIONS AND OTHER POST-EMPLOYMENT BENEFITS (OPEB)

A.

PENSIONS GENERAL INFORMATION

The Washington State Department of Retirement Systems (DRS), a department within the
primary government of the state of Washington, issues a publicly available comprehensive annual
financial report (CAFR) that includes financial statements and required supplementary
information for each pension plan.

Detailed information about the pension plans’ fiduciary net position is available in the separately
issued DRS CAFR. Copies of the report may be obtained by be obtained by writing to: Washington
State Department of Retirement Systems, Communications Unit, P.O. Box 48380, Olympia, WA
98504-8380; or online at https://www.drs.wa.gov.

MEMBERSHIP PARTICIPATION

Substantially all school district full-time and qualifying part-time employees participate in one of
the following three contributory, multi-employer, cost-sharing statewide retirement systems
managed by DRS: Teachers’ Retirement System (TRS), Public Employees’ Retirement System
(PERS) and School Employees’ Retirement System (SERS).

MEMBERSHIP AND PLAN BENEFITS

Certificated employees are members of TRS. Classified employees are members of PERS (if Plan 1)
or SERS. Plan 1 under the TRS and PERS programs are defined benefit pension plans whose
members joined the system on or before September 30, 1977. TRS 1 and PERS 1 are closed to new
entrants.

Teachers Retirement System (TRS) Plan Information

TRS was established in 1938, and its retirement provisions are contained in RCW Chapters 41.34
and 41.32. TRS is a cost-sharing multi-employer retirement system comprised of three separate
plans for membership purposes: Plans 1 and 2 are defined benefit plans and Plan 3 is a defined
benefit plan with a defined contribution component. TRS eligibility for membership requires
service as a certificated, public school employee working in an instructional, administrative or
supervisory capacity.

TRS is comprised of three separate plans for accounting purposes: Plan 1, Plan 2/3, and Plan 3.
Plan 1 accounts for the defined benefits of Plan 1 members. Plan 2/3 accounts for the defined
benefits of Plan 2 members and the defined benefit portion of benefits for Plan 3 members. Plan 3
accounts for the defined contribution portion of benefits for Plan 3 members. Although members
can only be a member of either Plan 2 or Plan 3, the defined benefit portions of Plan 2 and Plan 3
are accounted for in the same pension trust fund. All assets of this Plan 2/3 defined benefit plan
may legally be used to pay the defined benefits of any of the Plan 2 or Plan 3 members or
beneficiaries, as defined by the terms of the plan. Therefore, Plan 2/3 is considered to be a single
plan for accounting purposes.

TRS Plan 1 provides retirement, disability and death benefits. TRS 1 members were vested after
the completion of five years of eligible service. Retirement benefits are determined as two percent
of the average final compensation (AFC), for each year of service credit, up to a maximum of 60
percent, divided by twelve. The AFC is the total earnable compensation for the two consecutive
highest-paid fiscal years, divided by two. Members are eligible for retirement at any age after 30
years of service, or at the age of 60 with five years of service, or at the age of 55 with 25 years of
service. Other benefits include temporary and permanent disability payments, an optional cost-of-

Page 55



living adjustment (COLA), and a one-time duty-related death benefit, if found eligible by the
Department of Labor and Industries.

TRS Plan 2/3 provides retirement, disability and death benefits. Retirement benefits are
determined as two percent of the average final compensation (AFC) per year of service for Plan 2
members and one percent of AFC for Plan 3 members. The AFC is the monthly average of the 60
consecutive highest-paid service credit months. There is no cap on years of service credit.
Members are eligible for normal retirement at the age of 65 with at least five years of service
credit. Retirement before age 65 is considered an early retirement. TRS Plan 2/3 members, who
have at least 20 years of service credit and are 55 years of age or older, are eligible for early
retirement with a reduced benefit.

The benefit is reduced by a factor that varies according to age, for each year before age 65. TRS
Plan 2/3 members who have 30 or more years of service credit, were hired prior to May 1, 2013,
and are at least 55 years old, can retire under one of two provisions: With a benefit that is reduced
by three percent for each year before age 65; or with a benefit that has a smaller (or no) reduction
(depending on age) that imposes stricter return-to-work rules. TRS Plan 2/3 members hired on or
after May 1, 2013, have the option to retire early by accepting a reduction of five percent for each
year of retirement before age 65. This option is available only to those who are age 55 or older and
have at least 30 years of service. TRS Plan 2/3 retirement benefits are also actuarially reduced to
reflect the choice of a survivor benefit. Other benefits include duty and non-duty disability
payments, a cost-of-living allowance (based on the Consumer Price Index), capped at three
percent annually and a one-time duty-related death benefit, if found eligible by the Department of
Labor and Industries.

Public Employees Retirement System (PERS) Plan Information

PERS was established in 1947, and its retirement benefit provisions are contained in RCW
Chapters 41.34 and 41.40. PERS is a cost-sharing, multi-employer retirement system. PERS Plan 1
provides retirement, disability and death benefits. PERS 1 members were vested after the
completion of five years of eligible service. Retirement benefits are determined as two percent of
the member’s average final compensation (AFC) times the member’s years of service. The AFC is
the average of the member’s 24 highest consecutive service months. Members are eligible for
retirement from active status at any age with at least 30 years of service, at age 55 with at least 25
years of service, or at age 60 with at least five years of service.

Members retiring from inactive status prior to the age of 65 may receive actuarially reduced
benefits. PERS Plan 1 retirement benefits are actuarially reduced to reflect the choice of a survivor
benefit. Other benefits include duty and non-duty disability payments, an optional cost-of-living
adjustment (COLA), and a one-time duty-related death benefit, if found eligible by the
Department of Labor and Industries.

School Employees Retirement System (SERS) Plan Information

SERS was established by the legislature in 1998, and the plan became effective in 2000. SERS
retirement benefit provisions are established in RCW Chapters 41.34 and 41.35. SERS is a cost-
sharing, multiemployer retirement system comprised of two separate plans for membership
purposes. SERS Plan 2 is a defined benefit plan and SERS Plan 3 is a defined benefit plan with a
defined contribution component. SERS members include classified employees of school districts
and educational service districts.

SERS is reported as two separate plans for accounting purposes: Plan 2/3 and Plan 3. Plan 2/3

accounts for the defined benefits of Plan 2 members and the defined benefit portion of benefits for
Plan 3 members. Plan 3 accounts for the defined contribution portion of benefits for Plan 3
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members. Although members can only be a member of either Plan 2 or Plan 3, the defined benefit
portions of Plan 2 and Plan 3 are accounted for in the same pension trust fund. All assets of this
Plan 2/3 defined benefit plan may legally be used to pay the defined benefits of any of the Plan 2
or Plan 3 members or beneficiaries. Therefore, Plan 2/3 is considered to be a single plan for
accounting purposes.

SERS provides retirement, disability and death benefits. Retirement benefits are determined as
two percent of the member’s average final compensation (AFC) times the member’s years of
service for Plan 2 and one percent of AFC for Plan 3. The AFC is the monthly average of the
member’s 60 highest-paid consecutive service months before retirement, termination or death.
There is no cap on years of service credit. Members are eligible for retirement with a full benefit at
65 with at least five years of service credit. Retirement before age 65 is considered an early
retirement. SERS members, who have at least 20 years of service credit and are 55 years of age or
older, are eligible for early retirement with a reduced benefit.

The benefit is reduced by a factor that varies according to age, for each year before age 65. SERS
members who have 30 or more years of service credit and are at least 55 years old can retire under
one of two provisions, if hired prior to May 2, 2013: With a benefit that is reduced by three
percent for each year before age 65; or with a benefit that has a smaller (or no) reduction
(depending on age) that imposes stricter return-to-work rules. SERS members hired on or after
May 1, 2013, have the option to retire early by accepting a reduction of five percent for each year of
retirement before age 65. This option is available only to those who are age 55 or older and have at
least 30 years of service. SERS retirement benefits are also actuarially reduced to reflect the choice
of a survivor benefit. Other benefits include duty and non-duty disability payments, a cost- of-
living allowance (based on the Consumer Price Index), capped at three percent annually and a
one-time duty-related death benefit, if found eligible by the Department of Labor and Industries.

PLAN CONTRIBUTIONS

The employer contribution rates for PERS, TRS, and SERS (Plans 1, 2, and 3) and the TRS and
SERS Plan 2 employee contribution rates are established by the Pension Funding Council based
upon the rates set by the Legislature. Employers do not contribute to the defined contribution
portions of TRS Plan 3 or SERS Plan 3. Under current law the employer must contribute 100
percent of the employer-required contribution. The employee contribution rate for Plan 1 in PERS
and TRS is set by statute at six percent and does not vary from year to year.

The employer and employee contribution rates for the PERS plan were effective as of July 1, 2019.
SERS and TRS contribution rates are effective as of September 1, 2019. All plans will not have a
contribution rate change until September 1, 2020. The pension plan contribution rates (expressed
as a percentage of covered payroll) for fiscal year 2020 are listed below:

Pension Contribution Rates from September O1, 2019 to August 31, 2020

Employer Employee
PERS Plan 1 12.86% 6.00%
TRSPlan 1 15.51% 6.00%
TRS Plan 2/3 15.51% 7.77%|*/**
SERS Plan 2/3 13.19% 8.25% | */**

Note: The Employer rates include .0018 DRS administrative expense.

* — TRS and SERS Plan 3 Employee Contribution Variable from 5% to 15% based on rate
selected by the employee member.

** — TRS and SERS Plan 2/3 Employer Contributions for defined benefit portion only.
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E.

PENSION LIABILITY

District’s Proportionate Share of the Net Pension Liability (NPL)

At June 30, 2020, the district reported a total liability of $ 103,647,955 for its proportionate
shares of the individual plans’ collective net pension liability. The district’s proportionate share of
the collective net pension liability is based on annual contributions for each of the employers
participating in the DRS administered plans. At June 30, 2020, the district’s proportionate share
of each plan’s net pension liability is reported below.

Contributions and Proportionate Share PERS 1 SERS 2/3 TRS1 TRS2/3
District’s annual contributions $2,273,203 |  $3,864,750 $11,048,235 $12,269,714
Proportionate share of the Net Pension Liability 11,073,721 9,507,355 50,676,448 32,390,432

Changes to net pension liability from the prior period are displayed in the Schedule of Changes in

Long Term Liabilities.

At June 30, 2020, the district’s percentage of the proportionate share of the collective net pension
liability and the change in the allocation percentage from the prior period is illustrated below.

Change in Proportionate Share Allocation PERS 1 SERS 2/3 TRS 1 TRS 2/3
Percentage

Current year proportionate share of the Net 0.313655%|  1787218%|  2.103817%|  2.108778%
Pension Liability

Eir:t’;"yslar proportionate share of the Net Pension 0.303247%|  1730773%|  2.109099%|  2.103771%
Net difference percentage 0.010408% 0.047445%| -0.005282%| 0.005007%

Actuarial Assumptions

The total pension liabilities for TRS 1, TRS 2/3, PERS 1 and SERS 2/3 were determined by
actuarial valuation as of June 30, 2019, with the results rolled forward to June 30, 2020, using the
following actuarial assumptions, applied to all prior periods included in the measurement:

Actuarial Assumptions

I nflation

2.75% total economic inflation, 3.50% salary inflation

Salary increases

In addition to the base 3.50% salary inflations
assumption, salaries are also expected to grow by
promotions and longevity.

I nvestment rate of return |[7.40%

Mortality Rates

Mortality rates used in the plans were developed using the Society of Actuaries’ Pub.H-2010
Mortality rates, which vary by member status as the base table. OSA applies age offsets for each
system to better tailor the mortality rates to the demographics of each plan. OSA applied the long-
term MP-2017 generational improvement scale to project mortality rates for every year after the
2010 base table. The actuarial assumptions used in the June 30, 2019, valuation were based on
the results of the 2013—2018 Demographic Experience Study Report and the 2019 Economic
Experience Study. Additional assumptions for subsequent events and law changes are current as

of the 2019 actuarial valuation report.

Long-Term Expected Rate of Return

OSA selected a 7.40% long-term expected rate of return on pension plan investments using a
building-block method. In selecting the assumptions, OSA reviewed the historical experience data,
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considered the historical conditions that produced past annual investment returns, and
considered Capital Market Assumptions (CMASs) and simulated expected investment returns the
Washington State Investment Board (WSIB) provided.

The CMAs contain three pieces of information for each class of assets the WSIB currently invest
in:

e Expected annual return

 Standard deviation of the annual return

 Correlations between the annual returns of each asset class with every other asset class

WSIB uses the CMAs and their target asset allocation to simulate future investment returns over
various time horizons. The expected future rates of return are developed by the WSIB for each
major asset class. Best estimates of arithmetic real rates of return for each major asset class
included in the pension plans’ target asset allocation as of June 30, 2020, are summarized in the
following table:

TRS1, TRS 2/3, PERS 1, and SERS 2/3
Long-term
Asset Class Target Allocation | Expected Real Rate
of Return
Fixed Income 20% 2.20%
Tangible Assets 7% 5.10%
Real Estate 18% 5.80%
Global Equity 32% 6.30%
Private Equity 23% 9.30%

Discount Rate

The discount rate used to measure the total pension liability was 7.40 percent. To determine the
discount rate, an asset sufficiency test was completed to test whether the pension plan’s fiduciary
net position was sufficient to make all projected future benefit payments of current plan members.
Based on the assumptions described in the DRS CAFR Certification Letter, 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, a 7.40 percent on
pension plan investments was applied to determine the total pension liability.

Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions

The Pension Plans reported collective Deferred Outflows of Resources and collective Deferred
Inflows of resources related to the individual plans. At August 31, 2020, the District reported
Deferred Outflows of Resources and Deferred Inflows of Resources related to pensions from the
following sources:

PERS 1 Outflow Inflow

Difference between expected and actual experiences in
the measurement of the total pension liability

Net difference between projected and actual earnings
on pension plan investments

Changes in assumptions or other inputs -
Changes in the district’s proportion and differences
between the district contributions and proportionate - -
share of contributions

District contributions to the pension plan subsequent
to the measurement date of the collective net pension $373,776
liability

($61,654)

PERS1TOTAL $373,776 ($61,654)
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SERS 2/3 Outflow Inflow
Difference between expected and actual experiences in the
. L $5,651,928 -
measurement of the total pension liability
Net difference between projected and actual earnings on
_ _ proj 9 ($99,556)
pension plan investments
Changes in assumptions or other inputs 103,608 (875,253)
Changes in the district’s proportion and differences between
the district contributions and proportionate share of 405,726 -
contributions
District contributions to the pension plan subsequent to the 644.607
measurement date of the collective net pension liability ’
SERS 2/3TOTAL| $6,805,869 ($974,809)
TRS 1 Outflow Inflow
Difference between expected and actual experiences in the B B
measurement of the total pension liability
Net d_lfferencg between projected and actual earnings on ($325,900)
pension plan investments
Changes in assumptions or other inputs -
Changes in the district’s proportion and differences between
the district contributions and proportionate share of - -
contributions
District contributions to the pension plan subsequent to the
. . N $1,931,073
measurement date of the collective net pension liability
TRS1TOTAL $1,931,073 ($325,900)
TRS 2/3 Outflow Inflow

Difference between expected and actual experiences in
the measurement of the total pension liability
Net difference between projected and actual earnings

$20,470,518| $  (116,814)

- - (314,446)
on pension plan investments
Changes in assumptions or other inputs 4,177,763 (3,549,734)
Changes in the district’s proportion and differences
between the district contributions and proportionate 514,384 (178,970)

share of contributions

District contributions to the pension plan subsequent
to the measurement date of the collective net pension 2,178,341
liability

TRS2/3TOTAL| $27,341,005 | $ (4,159,964)

The $5,127,796 reported as deferred outflows of resources related to pensions resulting from
district contributions subsequent to the measurement date will be recognized as a reduction of the
net pension liability in the year ended August 31, 2021.
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Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Year ended PERS 1 SERS 2/3 TRS 1 TRS 2/3
August 31
2021 ($279,788)|  $108,596 | ($1,432,335) ($715,200)
2022 (8,800)| 1,109,294 (41,908) 2,434,937
2023 85,371 | 1,330,930 436,157 3,564,764
2024 141,563 1,598,210 712,186 4,489,689
2025 - 716,152 - 2,547,663
Thereafter - 323,271 - 8,680,848

Pension Expense
For the year ending August 31, 2020, the District recognized a total pension expense as follows:

Plan Name Pension Expense
PERS 1 $969,049
SERS 2/3 2,818,558
TRS1 5,834,176
TRS 2/3 10,126,898
Total $19,748,681

Sensitivity of the Net Pension Liability (NPL) to Changes in the Discount Rate

The following table presents the district’s proportionate share of the collective net pension liability
(NPL) calculated using the discount rate of 7.40 percent, as well as what the net pension liability
would be if it were calculated using a discount rate that is one percentage-point lower (6.40
percent) or one percentage-point higher (8.40 percent) than the current rate. Amounts are
calculated using the school district’s specific allocation percentage, by plan, to determine the
proportionate share of the collective net pension liability.

Sensitivity of the Net Pension Liability (NPL) to changes in the discount
rate:

Participating Plans for TRS, PERS, and SERS
Current Discount
Rate (7.40%)

1% Decrease (6.40%) 1% Increase (8.40%)

PERS1 - NPL

$4,422,202,000

$3,530,540,000

$2,752,919,000

Allocation percentage

0.313655%

0.313655%

0.313655%

Proportionate share of
collective NPL

$13,870,465

$11,073,721

$8,634,673

SERS2/3 - NPL

$1,517,879,000

$531,964,000

$ (283,583,000)

Allocation percentage

1.787218%

1.787218%

1.787218%

Proportionate share of
collective NPL

$27,127,802

$9,507,355

($5,068,246)

TRS1 - NPL

$3,051,911,000

$2,408,786,000

$1,847,550,000

Allocation percentage

2.103817%

2.103817%

2.103817%

Proportionate share of
collective NPL

$64,206,620

$50,676,448

$38,869,070

TRS2/3 - NPL

$4,526,645,000

$1,535,981,000

$ (903,643,000)

Allocation percentage

2.108778%

2.108778%

2.108778%

Proportionate share of
collective NPL

$95,456,901

$32,390,432

($19,055,826)
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OTHER POST-EMPLOYMENT BENEFITS (OPEB)

Plan Description -- Washington State, through the Health Care Authority (HCA), administers a
defined benefit other post-employment benefit (OPEB) plan that is not administered through a
gualifying trust. The Public Employees Benefits Board (PEBB), created within the HCA, is
authorized to design benefits and determine the terms and conditions of retired employee
participation and coverage, including establishment of eligibility criteria. Benefits purchased by
PEBB include medical, dental, life insurance and long-term disability insurance.

Employers participating in the PEBB plan include the state of Washington (which includes general
government agencies and higher education institutions), political subdivisions and tribal
governments. Additionally, the PEBB plan is available to the retirees of K—12 school districts and
ESDs. The District’s retirees are eligible to participate in the PEBB plan under this arrangement.

The relationship between the PEBB OPEB plan and its member employers, their employees, and
retirees is not formalized in a contract or plan document. Rather, the benefits are provided in
accordance with a substantive plan in effect at the time of each valuation. A substantive plan is one
in which the plan terms are understood by the employers and plan members. This understanding is
based on communications between the HCA, employers, and plan members, and the historical
pattern of practice with regard to the sharing of benefit costs. The understanding by the employer
and plan members is that there is no contractual obligation to continue the substantive plan as an
employee benefit on an ongoing basis. Nevertheless, the actuarial assumption used in valuations
presented in this footnote assume that this substantive plan will be carried forward into the future.

The School Employee Benefits Board (SEBB) collects benefit premiums from all school district
entities for covered employees. The premium includes a fee, established in state law. The purpose
of this fee is to cover the impact of the subsidized rate of health care benefits for school retirees
who elect to purchase their health care benefits through the state Health Care Authority PEBB
plan. For the fiscal year 2019—20, SEBB was required to collect for the HCA $1,056 per month per
eligible employee to support the program. This amount is set forth in the state’s operating budget
and is subject to change on an annual basis. This amount is not actuarially determined and is not
placed in a trust to pay the obligations for post-employment health care benefits.

The PEBB OPEB plan is funded on a pay-as-you-go basis and is reported by the State of
Washington using the modified accrual basis and the current financial resources measurement
focus. The PEBB OPEB plan has no assets and does not issue a publicly available financial report.

The District has no control over the benefits offered to retirees, the rates charged to retirees, nor the
fee paid to the Health Care Authority. The District does not determine its annual required
contribution, nor the net other post-employment benefit obligation associated with this plan.

These amounts are not shown on the financial statements.

Eligibility -- District members are eligible for retiree medical benefits after becoming eligible for
service retirement pension benefits (either reduced or full pension benefits) under Plan 2 or 3 of
TRS or SERS.

Former members who are entitled to a deferred vested pension benefit are not eligible to receive
medical and life insurance benefits after pension benefit commencement. Survivors of covered
members who die are eligible for medical benefits.

Everett Public Schools’ members, for the purposes of determining actuarial numbers relative to the
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subsidies and liabilities for the district's OPEB were as follows:

Total Membership
Active Members 2,150
Inactive member entitled to but not yet receiving benefits 0

Members Currently Receiving Benefits
Retired Members and Surviving Spouses 629
Spouses of Retired Members 269

Benefits Provided -- Per RCW 41.05.022, retirees who are not yet eligible for Medicare benefits may
continue participation in the state’s non-Medicare community-rated health insurance risk pool on a
self-pay basis. Retirees in the non-Medicare risk pool receive an implicit subsidy. The implicit
subsidy exists because retired members pay a premium based on a claims experience for active
employees and other non-Medicare retirees. The implicit rate subsidy is the difference between the
total cost of medical benefits for retirees and the contribution paid by retirees.

Retirees who are enrolled in both Parts A and B of Medicare may participate in the state’s Medicare
community-rated health insurance risk pool. Medicare retirees receive an explicit subsidy in the
form of reduced premiums. Annually, the HCA administrator recommends an amount for the next
calendar year’s explicit subsidy for inclusion in the Governor’s budget. The final amount is approved
by the state Legislature. Prior to January 1, 2019, the explicit subsidy was up to $150 per member
per month. As of January 1, 2019 and 2020 the explicit rate was $168 and $183, respectively.

Contribution Information. Administrative costs as well as implicit and explicit subsidies are funded
by required contributions (RCW 41.05.050) from participating employers. The subsidies provide
monetary assistance for medical benefits.

Medical Benefits -- Upon retirement, members are permitted to receive medical benefits. Retirees
pay the following monthly rates for pre-65 Medical coverage for 2020:

Type of Coverage

Employee &

Descriptions Employee Spouse Full Family
Kaiser Permanente NW Classic $715.66 $1,426.75 $1,959.20
Kaiser Permanente NW CDHP 608.85 1,206.99 1,611.85
Kaiser Permanente WA Classic 752.15 1,499.24 2,059.55
Kaiser Permanente WA CDHP 610.16 1,210.10 1,616.32
Kaiser Permanente WA Sound Choice 618.49 1,231.92 1,692.00
Kaiser Permanente WA Value 675.71 1,346.36 1,849.35
UMP Classic 679.72 1,354.37 1,860.37
UMP CDHP 608.35 1,206.48 1,611.34
UMP Plus-Puget Sound High Value Network 644.97 1,284.88 1,764.82
UMP Plus-UW Medicine Accountable Care Network 644.97 1,284.88 1,764.82
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Retirees enrolled in Medicare Parts A and B receive an explicit subsidy in the form of reduced
premiums on Medicare supplemental plans. Retirees pay the following monthly rates:

Type of Coverage

Employee &

Descriptions Employee Spouse1 Full Family1
Kaiser Permanente NW Senior Advantage $173.01 $342.75 $875.70
Kaiser Permanente WA Medicare Plan $174.55 $344.04 N/A
Kaiser Permanente WA Classic N/A N/A $904.36
Kaiser Permanente WA Sound Choice N/A N/A $804.11
Kaiser Permanente WA Value N/A N/A $847.03
UMP Classic $320.54 $636.02 $1,142.01

(1) Employee—Spouse and Full Family with two Medicare eligible subscribers.

Eligibility -- District members are eligible for retiree medical benefits after becoming eligible for
service retirement pension benefits (either reduced or full pension benefits) under TRS and SERS
Plan 2 and Plan 3.

Plan 2
e Age 65 with 5 years of service
e Age 55 with 20 years of service

Plan 3
e Age 65 with 10 years of service
e Age 55 with 10 years of service

Former employees who are entitled to a deferred vested pension benefit are not eligible to receive
medical benefits after pension benefit commencement. Survivors of covered members who die are
eligible for medical benefits.

Actuarial Methods and Assumptions -- The August 31, 2020 OPEB liability was determined using
the following methodologies:

Actuarial valuation date 7/1/2018
Actuarial measurement date 8/31/2019
Actuarial cost method Entry age
Asset valuation method N/A - no asset’

! No assets have been accumulated in a trust.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded
status of the plan and the annual required contributions of the employer are subject to continual
revision as actual results are compared with past expectations and new estimates are made about
the future.
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The total OPEB liability was determined using the following actuarial assumptions, applied to all
periods included in the measurement, unless otherwise specified:

Inflation Rate 2.75%
Projected Salary Changes 3.50%
Post-Retirement

Particpation Percentage 65%
Percentage With Spouse

Coverage 45%

Mortality rates were based on the RP-2000 Combined Healthy Table. The Office of the State
Actuary applied offsets to the base table and recognized future improvements in mortality by
projecting the mortality rates using 100 percent Scale BB. Mortality rates are applied on a
generational basis, meaning members are assumed to receive additional mortality improvements in
each future year throughout their lifetime.

Demographic assumptions regarding retirement, disability, turnover, and mortality are based upon
the SERS and TRS Plan 2 and 3 as shown in the 2007-2012 Experience Study by the Washington
State Public Retirement Systems.

Discount Rate -- The discount rate used to measure the total August 31, 2020 OPEB liability was set
equal to the 20-year tax-exempt municipal bond yield, or 2.97 percent.

Health costs and life insurance trend rates used for the actuarial study are as follows:

Year Pre-65 Retiree

- - Post-65 Claims Post-65
Ending Premiums and ) Contributions (3)
August 31 Claims (1)

2019 6.70% 3.50% 1.00%
2020 6.30% 7.60% 9.40%
2021 6.10% 7.50% 12.10%
2022 5.30% 5.20% 6.70%
2025 5.50% 5.30% 5.50%
2035 6.30% 5.40% 5.50%
2045 6.00% 5.60% 5.70%
2055 5.60% 5.80% 5.90%
2065 5.40% 5.50% 5.50%
2075 4.60% 4.70% 4.70%
2085 4.50% 4.60% 4.60%
2095 4.50% 4.70% 4.70%

(1) Used to project annual increase to total cost of pre-65 medical benefits, and retiree contributions for pre-65 medical benefits.

(2) Used to project annual increases to total cost for Post-65 medical benefits

(3) Used to project annual increases to explicit subsidy for Post-65 medical benefits. It's reflected the $150 monthly maximum explicit subsidy prior to
January 1, 2019 and it’s reflected the $168 rate as of January 1, 2019 and it's reflected the $183 rate as of January 1, 2020

Assumption changes from last valuation included updated retiree claims costs, updated medical
trend data, increase in participation assumptions, decrease in wage growth, updated demographic
assumptions and an updated discount rate.

The District OPEB liability decreased compared to expectation in the prior valuation due to a
change in the future inflation rate, an increase in the discount rate and demographic experience.
This decrease was partially offset by changes in the participation assumption and a change in the
medical costs compared to expectations.
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Total OPEB Liability. As of August 31, 2020, the District reported a total OPEB liability of
$110,186,719.

Changes in Total OPEB Liability

The following table presents the change in the total OPEB liability as of the August 31, 2020,
reporting date:

Changes in total OPEB Liability

OPEB Liability, August 31, 2019 $ 85,853,243
Changes for the year:
Service Cost 4,617,836
Interest on total OPEB Liability 3,545,744
Effect of Plan Changes -
Effect of Economic/demographic gains or losses -
Effect of Assumptions Changes or Inputs 18,046,022
Expected Benefit Payments (1,876,126)
Net Changes in Total OPEB Liability 24,333,476
OPEB Liability, August 31, 2020 $ 110,186,719

Sensitivity of the Total Liability to Changes in the Discount Rate and Healthcare Costs Trend
Rates -- The following presents the total OPEB liability of the District, calculated using the discount
rate of 2.97 percent, as well as what the total OPEB liability would be if it were calculated using a
discount rate that is 1 percentage point lower (1.97 percent) or 1 percentage point higher (3.97
percent) than the current rate:

1% Decrease Current Discount 1% Increase
(1.97%) Rate (2.97%) (3.97%)
August 31, 2020 OPEB Liability $ 133,653,115 $ 110,186,719 $ 91,976,848

The following presents the total OPEB liability of the District, calculated using the current
healthcare cost trend rates as well as what the District’s total OPEB 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.

1% Decrease Current Discount 1% Increase

August 31, 2020 OPEB Liability $ 88,909,530 $ 110,186,719 $ 138,792,144

OPEB Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources Related to
OPEB. -- For the year ending August 31, 2020, the District recognized OPEB expense of $8,467,096.
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On August 31, 2020, the District reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

Deferred Inflow Deferred Outflows

of Resources of Resources

Difference between expected and an actual experience $ (764,990) $ -
Changes of assumptions (9,020,871) 15,995,338
Contributions made subsequent to measurement date - 2,124,928
Total $ (9,785,861) $ 18,120,266

Amounts reported as deferred outflows of resources related to OPEB resulting from transactions
subsequent to the measurement date will be recognized as a reduction of the total OPEB liability in
the year ended August 31, 2021.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
OPEB for the District will be recognized in OPEB expense in the fiscal years ended August 31 as
follows:

Year ended August 31,
2020 $ 303,516
2021 303,516
2022 303,516
2023 303,516
2024 303,516
Thereafter 4,691,897

Further information about the state’s PEBB plan as it pertains to OPEB is presented in a separate
report, the State of Washington’s June 30, 2020, comprehensive annual financial report. Refer to
this audited GAAP basis report for detailed trend information. It is available from:

State of Washington

Office of Financial Management
300 Insurance Building

P.O. Box 43113

Olympia, WA 98504-3113

The state’s PEBB OPEB plan does not issue a publicly available financial report. However, the
results of an actuarial valuation of Washington State’s employer provided subsidies associated with
the PEBB plan, including more detailed trend information can be found at:

http://osa.leg.wa.gov/Actuarial _services/OPEB/OPEB.htm
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NOTE 8. LONG-TERM LIABILITIES
CHANGES IN LONG-TERM LIABILITIES

During the year, the following changes occurred in liabilities reported in the government-wide financial

statements:
Amount Due

Governmental Activities Beginning Balance Additions Reductions Ending Balance Within One Year
Bonds Payable

2009C UTGO Qualified School Construction Bonds* 17,445,000 17,445,000

*(QSCB) Tax Credit Bonds

2013 Unlimited Tax GO Refunding Bonds 17,020,000 8,100,000 8,920,000 8,920,000

2014 Unlimited Tax GO Refunding Bonds 52,755,000 14,065,000 38,690,000 15,140,000

2016 Unlimited Tax GO Bonds 37,015,000 3,645,000 33,370,000 2,190,000

2018 Unlimited Tax GO Bonds 46,220,000 26,000,000 20,220,000

2019 Unlimited Tax GO Refunding Bonds 17,985,000 17,985,000

2019 Unlimited Tax GO Bonds 44,950,000 44,950,000 22,015,000
Total Bonds Payable 233,390,000 - 51,810,000 181,580,000 48,265,000
Net Pension Liabilities

PERS Plan 1 11,660,911 587,191 11,073,720

SERS Plans 2/3 4,079,733 5,427,622 9,507,355

TRSPlan 1 52,217,137 1,540,689 50,676,448

TRS Plans 2/3 12,675,937 19,714,495 32,390,432
Total Net Pension Liabilities 80,633,718 25,142,117 2,127,880 103,647,955
Other Liabilities

Unamortized Bond Premium 14,222,148 3,075,872 11,146,276 2,044,036

Compensated Absences 7,081,446 6,172,617 5,580,277 7,673,786 6,172,617

Total OPEB Liabilities 85,853,243 26,209,602 1,876,126 110,186,719 2,124,928
Total Other Liabilities 107,156,837 32,382,219 10,532,275 129,006,781 10,341,581
GRAND TOTAL $ 421,180,555 $ 57,524,336 $ 64,470,155 $ 414234736 $ 58,606,581

Debt service requirements for bonds are funded out of the Debt Service Fund with the revenue sources
being property taxes, investment income, and refunding bonds. The General Fund typically bears the
cost of liquidating long-term liabilities associated with pension, OPEB and compensated absences

obligations.

BONDS OUTSTANDING

General obligation bonds payable at August 31, 2020, are comprised of the following individual issues:

Interest Issue date Maturity Amount Issued Amount
Purpose - Governmental Activities Rate Date Outstanding
2009C UTGO Quialified School Construction Bonds* 1.14-6.11 10/06/09 12/01/23 17,445,000 17,445,000
*(QSCB) Tax Credit Bonds

2013 Unlimited Tax GO Refunding Bonds 1.50-5.00 10/30/13 12/01/20 34,165,000 8,920,000
2014 Unlimited Tax GO Refunding Bonds 1.00 - 5.00 04/28/14 12/01/21 69,645,000 38,690,000
2016 Unlimited Tax GO Refunding Bonds 2.25-5.00 12/06/16 12/01/36 47,065,000 33,370,000
2018 Unlimited Tax GO Bonds 5.00 09/26/18 12/01/37 46,220,000 20,220,000
2019 Unlimited Tax GO Refunding Bonds 3.00-4.00 06/05/19 12/01/22 17,985,000 17,985,000
2019 Unlimited Tax GO Bonds 4.00-5.00 06/05/19 12/01/33 44,950,000 44,950,000

Total Bonds Payable $277,475,000 181,580,000
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AMORTIZATION OF BOND PREMIUM/DISCOUNT

Below is a schedule of amortization of bond premiums/discounts on all applicable general obligation
bond issues. The effective interest method was used in calculating the amortization schedule.

Premium/

(Discount) (Premium)/
Unamortized Bond Premium/Discount: Beginning Net Bond Issue Discount
Descriptions Balance Premium Amortization Ending Balance
2013 Unlimited Tax GO Refunding Bonds 432,208 (325,150) 107,058
2014 Unlimited Tax GO Refunding Bonds 1,875,568 (1,022,717) 852,851
2016 Unlimited Tax GO Bonds 1,717,526 (282,496) 1,435,030
2018 Unlimited Tax GO Bonds 3,281,078 (502,245) 2,778,834
2019 Unlimited Tax GO Refunding Bonds 890,935 (183,707) 707,228
2019 Unlimited Tax GO Bonds 6,024,832 (759,557) 5,265,275

Total Unamortized Bond Premium $14,222,148 $0 ($3,075,872) $11,146,275

UNAMORTIZED DEFERRED AMOUNT ON REFUNDING

Below is a schedule of amortization of deferred amount on refunding which is carried as a deferred
outflow of resources balance on the government-wide statement of net position. The deferred amount
on refunding is amortized on a straight-line basis over the life of the old debt or the life of the new debt,
whichever is shorter. The amortization increases interest expense on the statement of activities.

Beginning

. Additions Reductions Ending Balance
Descriptions Balance
2006 Unlimited Tax GO Bonds (Oct 2013) 971,260 647,505 323,755
2006 Unlimited Tax GO Bonds (April 2014) 361,228 240,819 120,409
2007 Unlimited Tax GO Bonds (April 2014) 2,746,055 1,098,422 1,647,633
2009B Unlimited Tax GO Bonds Build America Bonds
(June 2019) 243,089 60,772 182,317
Total Unamortized Deferred Amount on Refunding $4,321,632 $0 $2,047518 $2,274,114

The district has pledged its full faith and credit to the payment of principal and interest on the bonds.
The bonds are secured by ad valorem taxes to be levied without limitation as to rate or amount. The
taxes, when collected, are required to be applied solely for the payments of principal and interest on the

bonds.
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The following is a schedule of annual requirements to amortize debt at August 31, 2020:

Annual Requirements to Amortize Long-Term Debt

Year Ending Premium Carrying Amount
August 31 Principal Interest Amortized of Bonds

2020 $ 192,726,275

2021 48,265,000 6,298,536 2,044,936 142,416,339

2022 25,395,000 4,633,560 1,488,898 115,532,441

2023 19,115,000 3,748,661 1,000,585 95,416,856

2024 17,445,000 3,332,749 972,979 76,998,877

2025 2,075,000 3,194,706 747,318 74,176,559
2026-2030 17,765,000 13,986,975 3,170,925 53,240,634
2031-2035 31,745,000 8,444,175 1,561,304 19,934,330
2036-2037 19,775,000 1,240,000 159,330 -

Total Long-Term
Bonded Debt $ 181,580,000 $ 44,879,362 $11,146,275

As of August 31, 2020, the district had $33,130,619 available in the Debt Service Fund to service the
general obligation bonds.

The following is a summary of general obligation long-term debt transactions of the district for the
fiscal year ended August 31, 2020:

Long-Term Debt Payable at 9/01/2019 $233,390,000
Debt Retired 51,810,000
Long-Term Debt Payable at 8/31/2020 $181,580,000

Defeasance of Debt -- The district’s refunded bonds satisfy the criteria for in-substance defeasance and
are considered no longer outstanding. Accordingly, the district does not budget or report any refunded
(old) debt. The irrevocable trust account assets and the liability for the defeased bonds are not included
in the district’s financial statements. Notice has been given that the bonds are defeased and will be
called for redemption at 100 percent of par. No defeased bonds were redeemed during the 2019-20
fiscal year.

Arbitrage Regulations -- The Tax Reform Act of 1986, Internal Revenue Service Code Section 148,
requires the district to rebate to the federal government, earnings on investment of bond proceeds
which are in excess of the debt yield. This requirement is effective for the district’s bonds issued after
September 1, 1986. Rebates are due and payable five years from the date tax-exempt debt is issued and
at five-year intervals thereafter while the debt is outstanding. The final rebate is due and payable 60
days after retirement of the debt. Positive arbitrage can be offset against negative arbitrage, therefore,
the potential liability fluctuates from year to year and potentially may not be owing at the payment
intervals. Calculations monitoring the applicability of federal arbitrage regulations are provided by
Arbitrage Compliance Specialists, Inc. Current calculations performed by Arbitrage Compliance
Specialists indicate the district’s outstanding bonds subject to arbitrage are not in a position of positive
arbitrage liability. Accordingly, no contingent liability has been estimated and a reserve in the Capital
Projects Fund is not deemed necessary for the 2019-20 reporting period. The district will continue to
monitor for arbitrage liability with technical assistance from its consultants, Arbitrage Compliance
Specialists. Future reserves may be established if appropriate.

NOTE 9. FUND EQUITY (GOVERNMENTAL FUNDS)

GASB Statement No. 54 pertaining to fund balance classifications dictates that if restricted, committed
or assigned fund balances are displayed in the aggregate on the balance sheet, specific purposes
information should be disclosed in the notes to the financial statements. The district displays the
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specific purpose details for some classifications on the face of the balance sheet, and discloses the
details for other classifications in the notes to the financial statements. Accordingly, the following fund
balances list all the fund balance classifications, including the special purposes information for any of
the fund balance classifications that were listed in the aggregate on the balance sheet:

General Fund

August 31, 2020

Non-spendable Inventories - Supplies and Materials
Non-spendable Inventories - Food Services Lunchrooms
Sub-total Non-spendable Inventories

Non-spendable Prepaid Items Registrations and Subscriptions
Total Non-spendable Fund Balance

Restricted - Title 1
Restricted - State Learning Assistance
Restricted - Capital Maintenance and Capital Technology
Restricted - Snohomish County Early Childhood Education Assistance
Restricted - Vocational Education
Restricted - Food Services Breakfast and Lunch
Total Restricted Fund Balance

Committed - Imprest Accounts
Assigned - School Budget Carryover
Assigned - Operation Budget Carryover
Assigned - Transportation Carryover
Assigned - Other Grants

Total Assigned Fund Balance

Unassigned Fund Balance

Total Fund Balance

Special Revenue - Associated Student Body (ASB) Fund

$ 339,517
471,178

810,695

2,284,910

3,095,605

2,286
520,767
703,168
107,227

1,547,929
179,177

3,060,554

352,000

616,960
69,312
2,375,441
7,182

3,069,495

27,516,757

$ 37,094,411

August 31, 2020

Non-spendable Inventories - Supplies and Materials
Non-spendable Prepaid Items - Registrations and Subscriptions
Total Non-spendable Fund Balance

Restricted for ASB Fund Purposes - Extra-Curricular Activities

Total Fund Balance

$ 2,462
237,868

240,330

1,079,575

$ 1,319,905
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Debt Service Fund August 31, 2020

Restricted - Debt Service Fund Purposes - Principal and Interest $ 33,130,619
Total Fund Balance $ 33,130,619
Capital Projects Fund August 31, 2020
Non-spendable Inventories - Technology Materials $ 2,080,490
Restricted - Bond Proceeds 14,066,117
Restricted - State Building Match Proceeds 14,544,273
Restricted - Impact Fee Proceeds 3,321,425
Total Restricted Funds 31,931,815
Committed - Technology Levy Proceeds 10,316,372
Committed - Memorial Baseball Stadium 125,601
Total Committed Funds 10,441,973
Assigned - Capital Projects Fund Purposes 2,004,268
Total Fund Balance $ 46,458,546
Transportation Vehicle Fund August 31, 2019
Restricted - Student Transportation Buses $ 316,528
Total Fund Balance $ 316,528

NOTE 10. RISK MANAGEMENT

Risk Management Pool -- The district is a member of the Washington Schools Risk Management Pool
(WSRMP). Chapter 48.62 RCW authorizes the governing body of any one or more governmental entities
to form together into or join a pool or organization for the joint purchasing of insurance, and/or joint
self-insuring, and/or joint hiring or contracting for risk management services to the same extent that they
may individually purchase insurance, self-insure, or hire or contract for risk management services. An
agreement to form a pooling arrangement was made pursuant to the provisions of Chapter 39.34 RCW,
the Interlocal Cooperation Act. WSRMP was formed in 1986 when educational service districts and
school districts in the state of Washington joined by signing the Cooperative Risk Management Pool
Account Agreement (Account Agreement) to pool their self-insured losses and jointly purchase insurance
and administrative services. Over 90 school and educational service districts have joined WSRMP.

WSRMP allows members to jointly purchase insurance coverage, establish a plan of self-insurance, and
provide related services, such as risk management. WSRMP provides the following coverages for its
members: property, liability, vehicle, school board liability, crime, employment practices, errors and
omissions, equipment breakdown, cyber security, terrorism, and stop gap liability.
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The district made net premium payments totaling $2,026,385 to the Pool for its 2019-20 coverage.
WSRMP purchases reinsurance and excess insurance from unrelated carriers subject to a per-occurrence
self-insured retention of $1 million risk shared by WSRMP. Reinsurance or excess carriers cover losses
over $1 million to the maximum limits of each policy. Members are responsible for varied deductibles
for auto and property claims. Since WSRMP is a cooperative program, there is a joint liability among the
participating members.

Members contract to remain in WSRMP for a minimum of three years and must give notice three years
before terminating participation. The Account Agreement is renewed automatically each year after the
initial three-year period. Even after termination, a member is still responsible for their share of
contributions to WSRMP for any unresolved, unreported, and in-process claims for the period in which
they were a signatory to the Account Agreement.

WSRMP is fully funded by its member participants and is governed by a board of directors that consists
of one designated representative from each participating member. An executive board is elected at the
annual meeting and is responsible for overseeing the business affairs of WSRMP.

The Washington Schools Risk Management Pool has produced its own financial report for the year
ended August 31, 2020, which can be obtained from:

Washington Schools Risk Management Pool
P.O. Box 88700
Tukwila, WA 98138-2700

Unemployment Insurance -- The district joined together with school districts in Island, San Juan,
Skagit, Snohomish and Whatcom Counties on July 1, 1978, to form the Northwest Educational Service
District 189 Unemployment Compensation Pool (Pool), a public entity risk pool for unemployment
insurance. The district made $80,493 in payments to the Pool in fiscal year 2019-20. Claims against the
district are paid by the Washington State Department of Employment Security (WSDES). The WSDES
is reimbursed by the Pool for all claims paid. Unemployment claims of $300,412 were made by the Pool
on behalf of the district for fiscal year 2019-20. The following is a summary of activity:

Unemployment Insurance

Fiscal Year Beginning Contrlbl_Jtlons/E Reductions Ending
Balance arnings Balance
2019-2020 $1,060,485 $97,522 $308,725 $849,282

Workers' Compensation -- In December 2000, the board of directors adopted Resolution No. 718 which
authorized the district to become a member of the Puget Sound Workers' Compensation Trust
(PSWCT), a cooperative that was formed to provide workers' compensation coverage for its members.
The district joins 30 other school districts or educational service districts in the PSWCT, which is
administered by the Puget Sound Educational Service District. For fiscal year 2019-20, the district
made premium payments totaling $2,179,125 to the PSWCT in lieu of premium payments to the State of
Washington for industrial insurance. This practice enables the PSWCT to pay industrial insurance
beneficiaries as they become eligible and minimizes the district’s costs for the program.

NOTE 11. TAX ABATEMENTS

As of August 31, 2020, the District property tax revenues were reduced through the City of Everett’s
Multifamily Housing Property Tax Exemption and the State of Washington'’s specific exempt property
types.
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In keeping with the goals of the Growth Management Act (Chapter 36.70A RCW), the Multifamily
Urban Housing Tax Exemption program provides property tax exemptions to stimulate the
construction of new multifamily housing and the rehabilitation of existing vacant and underutilized
buildings for multifamily housing in urban centers.

The value of new construction, conversion, and rehabilitation improvements qualifying under this
program are exempt from ad valorem property taxation for:

e Eightyears if applications were submitted on or after July 22, 2007; or

o Twelve years if applications were submitted on or after July 22, 2007, the property otherwise
qualifies for the exemption under Chapter 84.14 RCW, and the owner commits to renting or
selling at least twenty percent of the multifamily housing units as affordable housing units to
low- and moderate-income households.

Tax exemptions are obtained through application by the property owner. Property owners receiving tax
exemptions are required to file a notarized annual declaration indicating ongoing compliance.

Taxes have been abated for specific property types classified under RCW 84.36.020, 86.36.060,
84.36.560. These include, but are not limited to, properties related to non-profit organizations,
cemeteries, churches, parsonages and convents.

Amount of Tax
Abated as of

Tax Abatement Program August 31, 2020
Multifamily Property Tax Exemption $ 484,121
Specific Exempt Property 1,020,221

NOTE 12. SUMMARY OF SIGNIFICANT CONTINGENCIES

Litigation -- The district is party to several legal actions arising from its normal educational activities. It
is the opinion of the administration that these actions will be resolved without material impact on the
financial position of the district.

NOTE 13. OTHER DISCLOSURES
A.  EVERETT SCHOOL EMPLOYEE BENEFIT TRUST

Related Party -- The Everett School Employee Benefit Trust (ESEBT), which provided comprehensive
medical, vision, dental, life, accidental death and dismemberment, long-term disability, and short-term
disability coverage to qualified district employees and their covered dependents through December 31,
2019. The ESEBT was dissolved during the 2019-20 fiscal year. The ESEBT, a 501(c)(9) non-profit
separate legal entity, was a local governmental employee health benefit program as defined by Title
48.62 of the Revised Code of Washington (RCW). As of January 31, 2020, the ESEBT net position was
zero. For the 2019-20 year, the district contributed $10,953,760.

The ESEBT has produced its own financial report for the year ended January 31, 2020, which can be
obtained from:

Everett School Employee Benefit Trust

P.O. Box 2098
Everett, WA 98213
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B. KING COUNTY DIRECTORS’ ASSOCIATION

Investment in Joint Venture -- Everett Public Schools has been a member of the King County Directors'
Association (KCDA) for many years. KCDA is a purchasing cooperative that serves 294 school districts
throughout the State of Washington. In 2020, Everett Public Schools purchased $3,844,341 through
KCDA contracts, including direct billings by vendors. Everett Public Schools' equity in KCDA as of
December 31, 2019, was $170,443.

Because of the purchasing power of KCDA, it is the intent of the district to remain a member. Should
the district decide to terminate its membership in KCDA, the following options are available regarding
withdrawing the ownership amount:

1. The district may withdraw inventory at a maximum rate of ten percent (10%) per year for a ten (10)
year period or;

2. The district may withdraw cash equally over a fifteen (15) year period.

KCDA has published its own financial report for the year ended December 31, 2019, which can be
obtained from:

King County Directors' Association
P.O. Box 5550
Kent, WA 98064-5550

C. NORTHWEST EDUCATIONAL SERVICE DISTRICT

Jointly Governed Organization -- The district is served by Northwest Educational Service District No.
189 (ESD). The ESD is a regional service entity organized to serve the educational needs of all school
districts in Island, San Juan, Skagit, Snohomish and Whatcom Counties. All school districts in the
ESD'’s service area collectively elect nine directors to the ESD. Participating school districts have neither
an ongoing financial interest nor responsibility. The ESD’s relationship to the school district is one of a
jointly governed organization.

D. SNO-ISLE VOCATIONAL SKILLS CENTER

In 1978, the district participated in the establishment of the Sno-Isle Skills Center (Skills Center), a
vocational education facility operated by host district, Mukilteo School District. The Skills Center was
established to broaden the vocational curriculum for participating districts and avoid unnecessary
duplication of courses which involve expensive training equipment. The participating districts continue
to operate local vocational programs separate from the Skills Center.

The Skills Center is administered by the host district but is jointly governed by an Administrative
Council consisting of a representative from each participating district. There are currently 13
participating districts including the host district.

The host district retains ownership of all facilities and equipment purchased by the Skills Center or
donated to the Skills Center. The participating districts share in the annual operating costs of the Skills
Center, but have no ownership equity in the facilities or equipment.

In fiscal year 2019-2020, the Skills Center received $717,215 in state apportionment funding for
providing service to Everett Public Schools’ students.
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E. LEVIES

In a special election held on February 13, 2018, voters approved excess taxes to be levied in
calendar years 2019 ($44 million), 2020 ($45 million), 2021 ($49 million), and 2022 ($53
million). The proposition replaces the expiring levy voters approved February 11, 2014, and would
be used to support educational programs and operation expenses.

Replacement Levy for Safety, Building and Instructional Technology Improvements, Capital Levy —
In a special election held on April 26, 2016, voters authorized the district to levy an additional tax
providing a total of $89.624 million for the district’s Capital Projects Fund. The levy allows the district
to assess additional property taxes over the course of six years to pay a portion of the district’s
construction and installation of safety, building and instructional technology improvements. This levy
replaces the $48 million capital levy which allowed the district to assess $8 million each year for six
years beginning 2011 through 2016, to fund renovation and improvement of district facilities,
technology improvements, and equipment.

F. BOND MEASURES AND BOND ISSUES

Capital Improvement and School Construction Bond -- In a special election held on April 26, 2016,
voters approved a capital bond proposition which authorizes the district to issue $149.7 million in
bonds to be paid from future excess levies and collection of property taxes. These funds will be used to
build additional classrooms to relieve overcrowding, build a new elementary school, modernize North
Middle and Woodside Elementary schools, upgrade communications and technology infrastructure,
improve HVAC systems, buy land for a future school, and other capital improvements. Accordingly, the
following bond sale was issued:

2016 General Unlimited Tax Bond Issue -- In December 2016, the District issued $47,065,000 in
General Unlimited Tax Bonds. The bonds were sold at a premium of $3,255,000. Bond issuance costs
were $319,209 consisting of bond underwriters, bond counsel, credit and financial advisor fees. Bonds
were issued with an average interest rate of 4.03% and a final maturity date of December 1, 2036. The
district has expended $47,065,000 million in bond proceeds as authorized under the 2016 vote, on
school building renovations and projects as described in the bond measures.

2018 General Unlimited Tax Bond Issue -- In September 2018, the District issued $46,220,000 in
General Unlimited Tax Bonds. The bonds were sold at a premium of $4,104,579. Bond issuance costs
were $320,187 consisting of bond underwriters, bond counsel, credit and financial advisor fees. Bonds
were issued with an average interest rate of 5.00% and a final maturity date of December 1, 2037.

2019 General Unlimited Tax Bond Issue -- In June 2019, the district issued $44,950,000 in General
Unlimited Tax Bonds. The bonds were sold at a premium of $6,024,832. Bond issuance costs were
$284,768 consisting of bond underwriters, bond counsel, credit and financial advisor fees. Bonds were
issued with an average interest rate of 4.87% and a final maturity date of December 1, 2032.

The district has expended $138,927,205 in bond proceeds as authorized under the 2016 vote, on school
building renovations and projects as described in the bond measures.

NOTE 14. SUBSEQUENT EVENTS

COVID-19 Pandemic

In February 2020, Washington State Governor Inslee declared a state of emergency in response to the
spread of a new virus. In the weeks following the declaration, precautionary measures to slow the
spread of the virus were ordered. These measures include closing schools, canceling public events,
limiting gathering sizes, and requiring people to stay home unless they are leaving for an essential
function. On April 6, 2020, the Governor closed all public and private K—12 school buildings

Page 76



throughout the remainder of the 2019—-20 school year. The school district, however, continues to
operate, educating students using continuous learning models.

Many of the precautionary measures put in place during the 2019—20 school year remain in effect; and
are affecting the district for the 2020—-21 school year in new ways.

The district began the 2020-21 school year in 100% remote learning using a staged approach to
reopening. The district has begun migrating to a hybrid learning model, which currently includes a
variety of students, primarily at the elementary level.

The district has experienced decreased enrollment in the 2020—2021 school year resulting in 805 fewer
students in October 2020 compared to budget (604 lower than October 2019). A similar Annual
Average FTE reduction is expected, resulting in a funding impact of approximately $8.2 million. In
addition, remote learning has significantly reduced transportation ridership, with an estimated funding
reduction of $5 million.

The district has experienced an unanticipated increase in unemployment compensation costs as a result
of increased claim activity in the Unemployment Compensation Pool Cooperative (the Cooperative). As
the Cooperative is a risk sharing pool, the Cooperative and district are unable to identify specific cost
increases for either the Cooperative or district at this time.

Due to the closure of facilities, the district expects facility rental and ASB fund revenues to decrease,
approximately $425,000 in rental income and $200,000 in ASB Fund revenues during the 2020—2021
school year. Expenditures have also decreased in both areas.

The district has taken the following measures to mitigate the funding and resources losses related to the
COVID-19 Pandemic:

e Initiated cost-saving measures late spring and summer 2020, resulting in higher than
anticipated 2019-20 fund balance carry forward

e Reduced summer hiring of elementary certificated instructional staff in anticipation of
decreased enrollment

e Furloughed classified staff who were not working directly with students in a remote learning
environment

o Implemented cost-saving measures in the areas of substitutes, vacancies, overtime, and
other operational costs

o Mitigated cost increases with federal Elementary and Secondary School Emergency Relief
(ESSER) funds.

The district also anticipates receiving a second round of federal pandemic relief funds, ESSER 11, to
help offset enrollment and transportation funding losses, and to assist in bringing students back to in-
person learning. State legislative action must occur first, but the preliminary combined amount for
Everett Public Schools is estimated at $12 million, further offsetting the above funding shortfalls.
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Required Supplementary Information

The Required Supplementary Information presents budgetary comparison (original and final
budget), actual inflows and outflows, and balances for General Fund and its annually
budgeted Special Revenue Fund (Associated Student Body Fund). In addition, Required
Supplementary Information presents a Schedule of Actuarial Valuation of Post Employment
Benefits Other Than Pensions, a Schedule of the District’s Proportionate Share of the Net
Pension Liability and a Pension Plan Schedule of District Contributions.

Notes to the Required Supplementary
Information

NOTE 1. PENSIONS AND OPEB

Pensions - The Office of the State Actuary (OSA) calculates the ADC based on the results of
an actuarial valuation consistent with the state’s funding policy defined in RCW 41.45. The
results of an actuarial valuation with an odd-numbered year valuation date determine the
ADC for the biennium that follows two years later. Amounts reported as RSI are determined
as of the June 30 measurement date of the collective net pension liability.

The Everett Public Schools has no independent ability to fund or satisfy this pension liability
outside of Washington State’s legislatively adopted contribution rates as they currently exist
or may be adopted in the future. Assessments now and in the future are made based on the
annual qualified worker compensation and are paid by both the district, as the employer, and
its employees.

GASB 68 was implemented for the fiscal year ended August 31, 2015. The RSI schedules for
pensions will be built prospectively until they contain ten years of data.

OPEB - Per RCW 41.05.065, the Public Employees’ Benefits Board (PEBB) created within the
HCA is authorized to design benefits and determine the terms and conditions of employee
and retired employee participation and coverage, including establishment of eligibility
criteria for both active and retired employees. The PEBB plan does not have assets in trusts
or equivalent arrangements and is funded on a pay-as-you-go basis.

Potential factors that may significantly affect trends in amounts reported include changes to
the discount rate, health care trend rates, salary projections, and participation percentages.

GASB 75 was implemented for the fiscal year ended August 31, 2017. The RSI schedules for
the OPEB liability will be built prospectively until they contain ten years of data.
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EVERETT PUBLIC SCHOOLS
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

FOR THE FISCAL YEAR ENDED AUGUST 31, 2020

REVENUES

Local Taxes

Local Non-Tax

State, General Purpose
State, Special Purpose
Federal, General Purpose
Federal, Special Purpose
Other

TOTAL REVENUES
EXPENDITURES
Current:
Regular Instruction
Special Education
Vocational Education
Compensatory Education
Other Instruction Programs
Community Services
Support Services
Capital Outlay:
Equipment
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers
TOTAL OTHER FINANCING SOURCES (USES)
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SOURCES OVER EXPENDITURES
AND OTHER USES

FUND BALANCE -- September 1, 2019

FUND BALANCE -- August 31, 2020

The basis of budgeting is the same as GAAP.

Schedule A-1

BUDGETED AMOUNTS

ORIGINAL FINAL ACTUAL VARIANCE
$39,406,906 $39,406,906 $39,859,072 $452,166
12,419,437 12,419,437 4,295,044 (8,124,393)
203,266,426 203,266,426 203,364,181 97,755
62,841,424 62,841,424 60,845,038 (1,996,386)
60,000 60,000 46,882 (13,118)
15,698,800 15,698,800 14,493,010 (1,205,790)
2,541,284 2,541,284 2,830,505 289,221
336,234,277 336,234,277 325,733,732 (10,500,545)
195,156,086 195,156,086 182,862,262 12,293,824
49,661,482 49,661,482 48,416,407 1,245,075
14,878,978 14,878,978 15,194,606 (315,628)
19,723,603 19,723,603 18,349,061 1,374,542
2,575,774 2,575,774 2,377,603 198,171
3,037,777 3,037,777 4,625,645 (1,587,868)
59,808,709 59,808,709 51,864,358 7,944,351
2,491,140 2,491,140 682,430 1,808,710
347,333,549 347,333,549 324,372,372 22,961,177
(11,099,272) (11,099,272) 1,361,360 12,460,632
2,650,000 2,650,000 2,650,000 0
2,650,000 2,650,000 2,650,000 (0]
($8,449,272) ($8,449,272) 4,011,360 $12,460,632

33,083,051
$37,094,411
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EVERETT PUBLIC SCHOOLS

BUDGETARY COMPARISON SCHEDULE
SPECIAL REVENUE FUND (ASSOCIATED STUDENT BODY FUND)
FOR THE FISCAL YEAR ENDED AUGUST 31, 2020

BUDGETED AMOUNTS |
ORIGINAL FINAL ACTUAL VARIANCE
REVENUES
General $985,863 $985,863 $651,600 ($334,263)
Athletics 330,392 330,392 300,319 (30,073)
Classes 47,870 47,870 16,816 (31,054)
Clubs 1,042,312 1,042,312 274,614 (767,698)
Private Monies 84,300 84,300 45,136 (39,164)
TOTAL REVENUES 2,490,737 2,490,737 1,288,485 (1,202,252)
EXPENDITURES
General 857,755 857,775 395,223 462,552
Athletics 453,392 453,392 420,464 32,928
Classes 50,200 50,200 15,214 34,986
Clubs 1,201,609 1,201,609 328,204 873,405
Private Monies 83,800 83,800 35,159 48,641
TOTAL EXPENDITURES 2,646,756 2,646,776 1,194,264 1,452,492
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES ($156,019) ($156,039) 94,221 $250,240
FUND BALANCE -- September 1, 2019 1,225,684
FUND BALANCE -- August 31, 2020 $1,319,905

The basis of budgeting is the same as GAAP.

Schedule A-2
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EVERETT PUBLIC SCHOOLS

POST EMPLOYMENT BENEFITS OTHER THAN PENSION

Schedule A-3

SCHEDULE OF CHANGES IN TOTAL OPEB LIABILITY AND RELATED RATIOS

FISCAL YEAR
ENDED
AUGUST 31, 2018*

FISCAL YEAR
ENDED
AUGUST 31, 2019*

FISCAL YEAR
ENDED
AUGUST 31, 2020*

Service cost $ 5,431,775 $ 4,641,906 $ 4,617,836
Interest on total OPEB liability 2,630,292 3,066,218 3,545,744
Changes of benefit terms - - -
Effect of economic/demographic gains or (losse: - (989,986) -
Effect of assumption changes or inputs (10,898,704) (2,717,383) 18,046,022
Expected benefit payments (1,559,591) (1,709,770) (1,876,126)
Net change in total OPEB liability (4,396,228) 2,290,985 24,333,476
Total OPEB liability, beginning 87,958,486 83,562,258 85,853,243
Total OPEB liability, ending 83,562,258 85,853,243 110,186,719
Covered employee payroll $ 156,700,436 $ 170,396,419 $ 197,151,932
Total OPEB liability as a % of covered employee

payroll 53.33% 50.38% 55.89%

*GASB 75 was implemented for the fiscal year ended August 31, 2018. This schedule is to be built prospectively until it contains ten years of data.
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EVERETT PUBLIC SCHOOLS
SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE
OF THE NET PENSION LIABILITY

PERS1

District’s proportion of the net pension liability (percentage)

District’s proportionate share of the net pension liability (amount)

District’s covered payroll

District’s proportionate share of the net pension liability (amount) as a percentage of
its covered payroll

Plan fiduciary net position as a percentage of the total pension liability

SERS 2/3

District’s proportion of the net pension liability (percentage)

District’s proportionate share of the net pension liability (amount)

District’s covered payroll

District’s proportionate share of the net pension liability (amount) as a percentage of
its covered payroll

Plan fiduciary net position as a percentage of the total pension liability

TRS1

District’s proportion of the net pension liability (percentage)

District’s proportionate share of the net pension liability (amount)

District’s covered payroll

District’s proportionate share of the net pension liability (amount) as a percentage of
its covered payroll

Plan fiduciary net position as a percentage of the total pension liability

TRS 2/3

District’s proportion of the net pension liability (percentage)

District’s proportionate share of the net pension liability (amount)

District’s covered payroll

District’s proportionate share of the net pension liability (amount) as a percentage of
its covered payroll

Plan fiduciary net position as a percentage of the total pension liability

As of June 30,

Schedule A-4

2015* 2016* 2017* 2018* 2019* 2020*
0.253349% 0.256754% 0.273586% 0.282975% 0.303247% 0.313655%
$13,252,490 $13,788,889 $12,981,858 $12,637,752 $11,660,912 $11,073,721
$28,559,392 $30,767,818 $33,995,511 $37,528,660 $42,278,246 $46,988,828
46.40% 44.82% 38.19% 33.67% 27.58% 23.57%
59.10% 57.03% 61.24% 63.22% 67.12% 68.64%
1.631183% 1.639176% 1.645115% 1.701217% 1.739773% 1.787218%
$6,625,065 $10,765,567 $8,118,231 $5,087,694 $4,079,733 $9,507,355
$28,076,353 $30,324,651 $33,608,957 $37,250,663 $42,113,702 $46,876,699
23.60% 35.50% 24.15% 13.66% 9.69% 20.28%
90.92% 86.52% 90.79% 94.77% 96.31% 92.45%
2.077874% 2.080021% 2.035627% 2.067471% 2.109099% 2.103817%
$65,830,005 $71,016,861 $61,542,470 $60,382,403 $52,217,137 $50,676,448
$99,530,951 $104,608,824 $112,886,403 $121,626,651 $141,309,403 $152,295,093
66.14% 67.89% 54.52% 49.65% 36.95% 33.28%
65.70% 62.07% 65.58% 66.52% 70.37% 70.55%
2.074337% 2.060122% 2.034198% 2.071302% 2.103771% 2.108778%
$17,503,301 $28,291,596 $18,774,485 $9,323,221 $12,675,937 $32,390,432
$97,065,368 $102,670,166 $111,534,575 $120,683,922 $140,438,894 $151,660,808
18.03% 27.56% 16.83% 7.73% 9.03% 21.36%
92.48% 88.72% 93.14% 96.88% 96.36% 91.72%

*Amounts reported are determined as of the June 30 measurement date of the collective net pension liability. GASB 68 was implemented for the fiscal year ended August 31, 2015. This schedule is to be built prospectively until it contains ten

years of data.
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PERS 1

Contractually required contribution

Contributions in relation to the contractually required contributions
Contribution deficiency (excess)

District’s covered payroll
Contribution as a percentage of covered payroll

SERS 2/3

Contractually required contribution

Contributions in relation to the contractually required contributions
Contribution deficiency (excess)

District’s covered payroll
Contribution as a percentage of covered payroll

TRS1

Contractually required contribution

Contributions in relation to the contractually required contributions
Contribution deficiency (excess)

District’s covered payroll
Contribution as a percentage of covered payroll

TRS 2/3

Contractually required contribution

Contributions in relation to the contractually required contributions
Contribution deficiency (excess)

District’s covered payroll
Contribution as a percentage of covered payroll

*GASB 68 was implemented for the fiscal year ended August 31, 2015. This schedule is to be built prospectively until it contains ten years of data.

EVERETT PUBLIC SCHOOLS
PENSION PLAN SCHEDULE OF DISTRICT CONTRIBUTIONS

FOR THE FISCAL YEAR ENDED AUGUST 31

Schedule A-5

2015* 2016* 2017* 2018* 2019* 2020*
$1,164,385 $1,524,261 $1,671,348 $1,936,914 $2,222,417 $2,266,995
$1,164,385 $1,524,261 $1,671,348 $1,936,914 $2,222,417 $2,266,995

$0 $0 $0 $0 $0 $0
$28,726,003 $31,411,273 $34,510,139 $38,178,004 $43,096,360 $47,442,274
4.05% 4.85% 4.84% 5.07% 5.16% 4.78%
$1,650,091 $2,113,651 $2,354,816 $3,128,459 $3,550,193 $3,901,622
$1,650,091 $2,113,651 $2,354,816 $3,128,459 $3,550,193 $3,901,622
$0 $0 $0 $0 $0 $0
$28,250,934 $30,973,083 $34,131,574 $37,936,499 $42,936,023 $47,339,381
5.65% 6.82% 6.90% 8.25% 8.27% 8.24%
$4,631,809 $6,752,604 $7,213,943 $8,901,622 $10,839,344 $11,040,087
$4,631,809 $6,752,604 $7,213,943 $8,901,622 $10,839,344 $11,040,087
$0 $0 $0 $0 $0 $0
$99,115,901 $106,750,992 $114,297,898 $123,179,110 $145,612,986 $153,069,529
4.67% 6.33% 6.31% 7.23% 7.44% 7.21%
$5,686,914 $7,282,538 $7,882,401 $9,556,920 $11,331,709 $12,423,115
$5,686,914 $7,282,538 $7,882,401 $9,556,920 $11,331,709 $12,423,115
$0 $0 $0 $0 $0 $0
$96,701,352 $104,908,845 $113,043,460 $122,300,663 $144,726,232 $152,523,476
5.88% 6.94% 6.97% 7.81% 7.83% 8.15%

Page 83



‘aInpayas siyj Jo ped jeibsjul ue aie sejou buifuedwoosoe ay |

(uononuysu|
21|gnd 40 Juapuajuliadng Jo 82140
9)e)S VM BlIA) 40 LNIWLHVYd3a

0z weJboid poo4 ‘TINLTNDIEOV ‘ADIAYIS

14 - v.v'88 - v.v'88 0ZNEVMYML0ZC 8GSG°0L 8ie) }Inpy pue piIiyo NOILIHLNN ANV 004
- 188°'L¢L'v - 188°L€L'v 1193sn|Q uonLINN pIIYyo [ejoL

(uononuysu|

21|gnd 40 JuepusiuLedns Jo 8010
uaipiyy o4 9Je1S VM BlIA) 40 INJWLHVd3d

66 welboid 9d1A8S poo ‘TINLTNDIEOV ‘FDINYTS

14 - G¥€'G00°L - G¥€'G00°L 0LNEVMVYMLOZ 65501 Jswuing - g1 AINOD NOILIYLNN ANV a004
- L1G260°E - L1G°L60°C ‘GGG°01 va4o Ieyol

(uononuysu|

21/gnd Jo JuspusjuLadNg JO B0WO
2]elS VM BlA) 40 LNIWLHV4IA

66 weJbold ‘JHNLINDIYOV ‘IDIAE3S
S - 1¥5°GZ8 - JAZ RTAY O0LNEVMVYML0Z GggsoL youn |ooyog |eucieN NOILIHLNN ANV dOO0d
(uononuysu|

21|1qnd Jo juapuajuadng Jo 8210

91eIS VM BlA) 40 LNJNLEVCIA

66 weiboid ‘FINLINDIYOV ‘FJIAYIS

14 - ¥96°L22°C - ¥96°'1.2°C O0LNEVMVYML0C GGaol youn |ooyd§ [eucheN NOILIHLNN ANV AdOO4

(uononuysu)
21|gnd 0 Juspuauadng Jo 9010
9)e)S VM elA) 40 LNIWLHVYd3a

66 weJboid ‘TINLTINDIEOV FDINYTS
14 - 1€0°GE9 - 1€0°GE9 0LNEVMVYMLOZ €65°0L isepjealg [ooyos NOILIYLNN ANV aO04
J8ysn|g uonlynN Py
9JON sjuaidioaiqng leol spiemy spiemy JaquinN JaquinN welibold |esapaq (Aouaby ybnouay]-ssed)
0} 30211Q wol4 ybnoayl plemy Jayjo va4do Kouaby |esapay
ybnouay) passed -ssed wou4

sain}ipuadx3y

0202 ‘L€ ¥snBny papug Jeaj ayj Jo
spiemy |elapa4 Jo sainjipuadxg jo ajnpayss
Z "ON 1913s1@ |00YDS }aI9AT

Page 84



‘aInpayas siyj Jo ped jeibsjul ue aie sejou buifuedwoosoe ay |

se]elg 0] Sjuelo)

(uononuysuj

2l|gnd 40 Juapusajuadng

4O IO 9JeIS VM BIA)

40 INJNWLHV4IA ‘NOILYONd3
‘STDIAYIS AAILVLITIGVHIY
ANV NOILYONa3

€ - G8c'/9.'¢ - G8C'L9.'¢ G8/90¢ 120'v8 uoneonp3 [e1oadg 1VI03dS 40 321440
(v3ai) 493sn|9 uoneonp3] |eroadg
(uononuysu|
2l|gnd 40 Juspusjuladng
4O 22O BJeIS VM BIA)
40 LNJNWLHVHIA ‘NOILYONd3
so1ouaby [euoneonps ‘NOILYONAd3 AYVANOD3S
9'c - ¥68°05.°C - ¥68°0S.'C 8G¢2¢0¢ 0L0'¥8 [8007 O} sjuelo) | S| L ANV AYVLN3INTTI 40 301440
sjuesn Bujules] ainynd 3SN3I43A 40 1d3q ‘esusjeq
14 - G/G'€. G/G'¢l - GEL6EN 1G¢€°¢CL pue ebenbue ] 910y Jo AIeja1oag au} Jo 990
- z88‘9p - z8s8‘oy +191SN|J Speoy pue Sjooyds 3JIAISG }salo4 [ejo)
(4aunseal] 91e1S VAN BIA) 40
$8]els 0] sjuelo ININLHEVCIA ‘FHNLTINDI-EOV
- 2889y - 2889y VIN G99°0L - Speoy pue s|jooyos ‘IOINY3S 1S3HOAL
13)sN|9H Speoy pue S|ooyoS 3JIAIBS )10
(uononuysu|
2l1|gnd 40 Juapuajuladng Jo 82140
9)e)S VM BlA) 40 LNIWLHVYd3a
€0 weJboid o|qejeba ‘TINLTNDIEOV ‘FDINY3S
14 - 9/8'Ge - 9/8'Ge 9LTLVMVYMLOZ 2850l pue jini4 ysal4 NOILIHLNN ANV 004
9JON sjuaidioaiqng leol spiemy spiemy JaquinN JaquinN welibold |esapaq (Aouaby ybnouay]-ssed)
0} 30211Q wol4 ybnoayl plemy Jayjo va4do Kouaby |esapay
ybnouay) passed -ssed wou4

sain}ipuadx3y

0202 ‘L€ ¥snBny papug Jeaj ayj Jo
spiemy |elapa4 Jo sainjipuadxg jo ajnpayss
Z "ON 1913s1@ |00YDS }aI9AT

Page 85



‘aInpayas siyj Jo ped jeibsjul ue aie sejou buifuedwoosoe ay |

(uononuysu|

21|gnd 40 Judpuajuladng Jo 82140

SOjE}S O} SuBID  9Je)S WM BIA) 40 LNINLHVYd3Ia

dlseg -- uoijeonp3 ‘NOILYON@3 ‘uonesnp3 Inpy

€ - Srl'vll - idn4" 8/.Sv.LL 81018 [edluyod ] pue Jsaled Pue ‘[edluyds | ‘Jealed Jo YO

- G86°CLEY - G86°CLE'Y :(v3ai) 493sn|9 uoneonp3 |erdadg |ejoL

- €9g'Lyl - €9¢'Lyl ‘€L1°'¥8 va4do lejol

(uononuysu)

21|lqnd Jo juspuajuuadng

40 90O 9JeIS VM BIA)

40 INIWLYVd3a ‘NOoIlvoNa3

‘SIDIAYTS FAILVLITIGVYHIY

sjuelo |ooyosaid ANV NOILYONa3

- 0L0‘S - 0L0‘S GEYS8e €L1'¥8 uoneonp3 |eoeds IVIO3dS 40 301440

(uononuysuj

2l|qnd Jo juapuajuuadng

JO 9210 BJelS VM ElA)

40 INIWLHVY43a ‘NOoILvoNa3

‘SIDIAYIS FAILVLITIGVYHIY

sjuels) |ooyosald ANV NOILYONa3

€ - £Geerl - €geeyl 8.299¢ €L1'¥8 uoneonp3 |eoads IVIO3dS 40 301440

- TT9's9lLy - zz9'99l'y :,20°'¥8 va4dO lejol

(uononuysu|

2l|qnd Jo juapuajuuadng

JO 9210 BJelS VM ElA)

40 INIWLHVd3a ‘NOoILvoNa3

‘SIDIAYIS FAILVLITIGVHIY

S8je)s 0} sjueln ANV NOILYONa3

- 1€£°86¢ - 1€€°86¢ 61¢28¢€¢ 120'¥8 uoneonp3 |eoeds IVIO3dS 40 301440

9JON sjuaidioaiqng leol spiemy spiemy JaquinN JaquinN welibold |esapaq (Aouaby ybnouay]-ssed)
0} 30211Q wol4 ybnoayl plemy Jayjo va4do Kouaby |esapay
ybnouay) passed -ssed wou4

sain}ipuadx3y

0202 ‘L€ ¥snBny papug Jeaj ayj Jo
spiemy |elapa4 Jo sainjipuadxg jo ajnpayss
Z "ON 1913s1@ |00YDS }aI9AT

Page 86



‘aInpayas siyj Jo ped jeibsjul ue aie sejou buifuedwoosoe ay |

(uononysu|

2l|gnd 40 Juspusjuadng

weliboid 10 921 91B1S WA BIA)

juswyouuz dlwepedy 40 LNINLYVL3AA ‘NOILvYONa3

L€ - 8/l'Gee - 8/1°'Gee 8950¢Y ey v8 pue poddng juspnis ‘40 LNIWLHVLIA ‘NOILYONA3

(uononuysuj

(sweln 2l1|gnd 40 Juspusjuadng

aje)s Ajjenp Jeyoes | 4O 80O 2JeIS VM BIA)

Buinosdwi Apewo)) 40 INIFWLHVYLIA ‘NOILYONAT

sjuelg) 8jels uononsuj ‘NOILYONA3 AYVANOD3S

L€ - 882'€SS - 88Z'€SS LZ8YCS 19€'v8 anoayg Buipoddng ANV AYVYLINIWNITI 40 301440

(uononuysu|

2l|gqnd Jo juspusjuuadng

40 90O 9JeIS VM BIA)

40 LNJWLHVd43IA ‘NOILYONad3

sjuelo) dje)s uoisinboy ‘NOILYONAd3 AYVANOD3S

€ - 8/G'€SC - 8.5'€S¢e €6.20% S9¢'¥8 abenbue ysiibuz ANV AYVLN3NTTI 40 301440

swelbold

ajenpelbiapun (1ouno) uswanalyoy

10} ssaulpesy 9)e)S VM BlA) 40 LNIWLHVYd3Ia

pue sssusiemy ‘NOILYONAd3 ‘NOoILvyOoNa3

€ - 68€'CS 1 - 68€CS| Zlovi-le yeCv8 Aue3 Buiuren AYVYANOD3ISLSOd 40 301440

(uononuysu)

21|gnd J0 juspuajuadng

40 2010 9JeIS VM BIA)

40 INJWLHVd43IA ‘NOILYONad3

UINOA pue ualpiiyD ‘NOILYONAd3 AYVANOD3S

€ - 000°GS - 000°GS 966951 96118 $S8[8WOH J0} uoheonp3 ANV AYVLN3NTTI 40 301440
9JON sjuaidioaiqng leol spiemy spiemy JaquinN JaquinN welibold |esapaq (Aouaby ybnouay]-ssed)

0} 30211Q wol4 ybnoayl plemy Jayjo va4do Kouaby |esapay

ybnouy) pessed -ssed wo.4

sain}ipuadx3y

0202 ‘L€ ¥snbBny papu3 Jea) ay) Jo4
spJemy |elapa4 Jo sainjipuadx3 jo a|npayss

¢ 'ON 1sIq |ooYydSs Natang

Page 87



‘aInpayas siyj Jo ped jeibsjul ue aie sejou buifuedwoosoe ay |

268'6€S'Vl Gl5'eL L1LE99Y' VL :papuadx3 splemy |elopad [ejol

(uononuysu|
(¥3ss3) 2l|qnd Jo Juspusjuledng
pun4 jaley Aouabilawg 10 9010 91B1S YA BIA)
looyog Asepuodss pue 4O LNIWLHVLIA ‘NOILYONAT
€ - LvL'6yL L - LvL'6yL L g000CL  Ascy'v8 Aeyuswsl3 - 61 AINOD ‘40 ININLHVYCIA ‘NOILYONAT

9JON sjuaidioaiqng leol spiemy spiemy JaquinN JaquinN welibold |esapaq (Aouaby ybnouay]-ssed)

0} 30211Q wol4 ybnoayl plemy Jayjo va4do Kouaby |esapay
ybnouay) passed -ssed wou4

sain}ipuadx3y

0202 ‘L€ IsnBny papug Jeaj ay} Jod

spJemy |elapa4 Jo sainjipuadx3 jo a|npayss

¢ 'ON 1sIq |ooYydSs Natang

Page 88



Everett School District No. 2
Notes to the Schedule of Expenditures of Federal Awards
For the Fiscal Year Ending August 31, 2020

Note 1 - Basis of Accounting

The Schedule of Expenditures of Federal Awards is prepared on the modified accrual
basis of accounting. Expenditures represent only the federally funded portions of the
program. District records should be consulted to determine amounts expended or
matched from non-federal sources.

Note 2 - Federal De Minimis Indirect Rate

The Everett School District has not elected to use the 10-percent de minimis indirect
cost rate allowed under the Uniform Guidance.

Note 3 - Federal Indirect Rate

The Everett School District used up to the federal unrestricted rate of 11.74 percent or
federal restricted rate of 3.74 percent, as allowed by each grant.

Note 4 - Program Costs/Matching Contributions

The amounts shown as current year expenditures represent only the federal grant
portion of the program costs. Entire program costs, including the Everett School
District’s local matching portion, may be more than shown. Such expenditures are
recognized following, as applicable, either the cost principles in the OMB Circular A-87,
Cost Principles for State, Local, and Indian Tribal Governments, or the cost principles
contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, wherein
certain types of expenditures are not allowable or are limited as to reimbursement.

Note 5 - Noncash Awards - Commodities

The amount of commodities reported on the schedule is the value of commodities
received by Everett School District during the current year and priced as prescribed by
the United States Department of Agriculture (USDA).
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Note 6 - Schoolwide Programs

The Everett School District operates a “schoolwide program” in six elementary
buildings. Using federal funding, schoolwide programs are designed to upgrade an
entire educational program within a school for all students, rather than limit services
to certain targeted students. The following federal program amounts were expended
by the district in its schoolwide program: Title | (84.010) $1,718,049.

Note 7 - Transferability

As allowed by federal regulations, Everett School District elected to transfer program
funds. The district expended $65,000 from its Student Support and Academic
Enrichment (84.424) program on allowable activities of the Supporting Effective
Instruction (84.367) program. This amount is reflected in the expenditures of
Supporting Effective Instruction (84.367) program.
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS manuals (GAAP and N )

e Learn about our training workshops (866) 902-3900

and on-demand videos

e Discover which governments serve you
— enter an address on our map

e Explore public financial data
with the Financial Intelligence Tool

e Email:
webmaster@sao.wa.qov
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