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As management of the Nauset Regional School District (District), we offer readers of the 
District’s financial statements this narrative overview and analysis of the financial activities of 
the District for the year ended June 30, 2016. 

Financial Highlights: 

 The assets of the District exceeded its liabilities at the end of the most recent fiscal year by 
approximately $966,000 (net position). The District’s net investment in capital assets and 
restricted net position consisted of approximately $16.4 million and $1.4 million, 
respectively.  The $16.9 million deficit balance reported in unrestricted net position 
classification is due in large part to the reporting of approximately $11.3 million of net 
“Other Post-Employment Benefits” (OPEB) obligations and $9.4 million of Net Pension 
Liability obligations as of June 30, 2016.

 The total cost of all District services for fiscal year 2016 was $40.8 million.
 As of the end of the current fiscal year, unassigned fund balance for the general fund was 

$1,585,855, or approximately 4.6% of general fund expenditures. 

Overview of the Financial Statements:

This discussion and analysis are intended to serve as an introduction to the Nauset 
Regional School District’s basic financial statements. These basic financial statements consist of 
three components: 1) government-wide financial statements, 2) fund financial statements, and 3) 
notes to the financial statements. The notes to the financial statements provide information related 
to these changes which are essential in understanding the current financial statements and 
comparisons with previous years. Required supplementary information as required by the 
Government Accounting Standards Board (GASB), are presented following the financial 
statements and related notes to provide additional analysis.

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

The statement of net position presents information on all assets plus deferred outflows of 
resources, less liabilities, resulting in the aggregate net position of the District. Over time, 
increases or decreases in net position may serve as a useful indicator of whether the financial 
position of the District is improving or deteriorating. The reader should also consider other non-
financial factors, such as the condition of the District’s infrastructure, to assess the overall health 
of the District.

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

Both of the government-wide financial statements distinguish functions of the District 
that are principally supported by member community assessment and intergovernmental revenues 
(governmental activities) from other functions that are intended to recover all or a significant 
portion of their costs through user fees and charges (business-type activities).  The governmental 
activities of the District include general District administrative services, educational services for 
grades 6-12, and maintenance and operation of school facilities. The District does not maintain 
any business-type activities.
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Fund financial statements: A fund is a grouping of related accounts that is used to maintain 
control over resources that have been segregated for specific activities or objectives. The District, 
like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. All of the funds of the District can be divided 
into two categories: governmental funds and fiduciary funds.  

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

Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental funds 
with similar information presented for governmental activities in the government-wide financial 
statements. By doing so, readers may better understand the long-term impact of the government’s 
near-term financing decisions. Both the governmental fund balance sheet and the governmental 
fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation 
to facilitate this comparison between governmental funds and governmental activities.  

The District maintains many individual governmental funds. The General Fund and 
School Choice are considered major funds for presentation purposes. Each major fund is 
presented in a separate column in the governmental funds balance sheet and in the governmental 
funds statement of revenues, expenditures and changes in fund balances. The remaining 
governmental funds are aggregated and shown as other governmental funds.

The basic governmental fund financial statements can be found in the accompanying 
pages of this report.

Fiduciary Funds: Fiduciary funds are used to report assets held in a trustee or agency capacity 
for others and therefore not available to support District programs. The reporting focus is on net 
position and changes in net position.

The District’s fiduciary funds consist of private purpose trust funds and an agency fund. 
The private purpose trust funds account for resources legally held in trust for the benefit of 
persons and organizations other than the District. Since these funds cannot be used for providing 
District services, they are excluded from the District’s government-wide financial statements.

The agency fund is used to hold funds on behalf of parties other than the District. This 
consists of funds related to student activities. Agency funds are custodial in nature and do not 
involve measurement of results of operations.

The basic fiduciary fund financial statements can be found in the accompanying pages of 
this report.

Notes to the financial statements: The notes provide additional information that is essential to a 
full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements follow the basic financial statements described above.
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Required supplementary information: Budgetary comparison information, the schedule of 
pension contributions, and schedule of funding progress for the District's Other Post-Employment 
Benefit Plan (OPEB), and related notes are presented following the basic financial statements and 
notes as required by Governmental Accounting Standards.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s 
financial position. In the case of Nauset Regional School District, assets and deferred outflows of 
resources exceeded liabilities and deferred inflows of resources by approximately $966,000 for 
the governmental activities at the close of the most recent fiscal year. The following table 
demonstrates the net position of the District.  

FY 2016 FY 2015
Governmental Governmental

Activities Activities

Current assets $   6,254,931 $   7,242,345
Capital assets    19,889,245     20,555,132  

Total assets $ 26,144,176 $ 27,797,477

Total deferred outflows of resources $ 1,462,967 $     12,987

Current liabilities $   2,414,217 $   7,154,684
Long-term liabilities   24,226,488    17,625,344  

     Total liabilities $ 26,640,705 $ 24,780,028

Net position:
    Net invested in capital assets $ 16,440,294 $ 16,655,380
    Restricted 1,424,533 1,846,958
    Unrestricted (16,898,389)    (15,471,902)    

     Total net position $     966,438 $  3,030,436

Included in the governmental activities current assets is $5,349,901 cash and cash 
equivalents, $407,749 of investments and $473,179 of accounts receivable.

Governmental activity long-term liabilities consist primarily of $3.5 million in general 
obligation bonds, $200,000 in compensated absences, $9.4 million in net pension obligations, and 
$11.3 million in net other post-employment (OPEB) obligations. Current liabilities consist 
primarily of $2.1 million of accrued teacher payroll expense and $181,000 of bond payable are 
classified as current because they are due within fiscal year 2017.

Deferred outflows of resources in the aggregate of $1.5 million are associated with the 
District’s proportionate share of the net pension liability of the Barnstable County Retirement 
System (a cost sharing defined benefit plan). These amounts are to be amortized over future 
periods and included in the District’s pension expense.
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The District’s net investment in capital assets (e.g., land, buildings, machinery, and 
equipment) was $16.4 million, a decrease of $215,000 from the previous year. The District uses 
these capital assets to provide services to students and the community; consequently, these assets 
are not available for future spending. Although the investment in its capital assets is reported net 
of its related debt associated with the acquisition of those assets, it should be noted that the 
resources needed to repay this debt must be provided from other sources, since the capital assets 
themselves cannot be used to liquidate these liabilities.

An additional portion of the District’s total net position, $1.4 million, represents 
resources that are subject to restrictions on how they may be used.  The remaining portion of the 
District’s net position, which may be used to meet the District’s ongoing obligations to its citizens 
and creditors, was in a deficit of approximately $16.9 million at the end of the fiscal year 2016.
This relates primarily to the District’s net OPEB obligation and net pension liability reported at 
year-end of $11.3 million and $9.4 million, respectively.

Governmental activities decreased the District’s total net position by approximately $2.1
million during fiscal year 2016. A summary of revenues and major functional expenditures is 
presented below.

FY 2016 FY 2015
Governmental Governmental

Activities Activities
Revenues:
     Charges for services $   3,668,738 $   3,559,133 
     Operating grants and contributions 8,784,038 7,504,144
     Capital grants and contributions 624,706 2,029,491
General revenues:
     Assessments to member towns 21,233,178 20,177,482
     State aid not restricted 3,426,010 3,395,198
     Departmental and other 995,194 763,065
     Investment income          16,512          13,016  

     Total revenues 38,748,376 37,441,529

Expenses:
     Administration 1,430,070 1,269,458 
     Instruction 16,115,485 15,838,262
     Support 2,537,247 2,268,164
     Operations and maintenance 1,737,971 1,736,722
     Employee benefits and other insurance 10,469,389 8,389,990
     Tuitions 3,366,982 3,330,909
     Special programs 3,804,064 3,584,385
     Interest on long-term debt 88,413 37,719
     Depreciation      1,262,753               1,491,834            

     Total expenses     40,812,374   37,947,443

     Change in net position $  (2,063,998) $  (505,914) 
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Overall the District realized an increase in overall revenues, inclusive of increases in the 
assessments to member towns, and departmental and miscellaneous income. The District 
reported a significant decrease in capital grants primarily due to the Middle School Roof Project 
and High School Green Repair Project being completed in the previous year. The District 
reported a significant increase in operating contributions primarily due to an increase in the 
proportionate share of pension expense related to employees’ participations in the Massachusetts 
Teachers Retirement System (MTRS), which is required by Governmental Accounting Standards 
to be reported as revenue and expense. This account also accounts primarily for the increase in 
employee benefits for the year. The Commonwealth of Massachusetts is responsible for the “on 
behalf” payment associated with the MTRS. All of the other expenditures had relatively minor 
changes during the year.

Financial Analysis of the Government’s Fund

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements.

Governmental funds - The focus of governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources. Such information is useful in assessing 
financing requirements. Fund balance for governmental funds is reported in a classification 
hierarchy which is based upon the extent to which the government is bound to honor constraints 
on the specific purposes for which the amounts in those funds can be spent. These classifications 
are non-spendable, restricted, committed, assigned and unassigned fund balance.

In particular, unassigned fund balance represents the residual fund balance which has not 
been restricted, committed, or assigned to a purpose within that fund. The general fund is the 
only fund which should report a positive unassigned fund balance amount. Any negative 
unassigned fund balance represents expenditures incurred for specific purposes which exceeded 
the amounts restricted, committed, or assigned for that purpose.

As of the end of the current fiscal year, the District’s governmental funds reported 
combined ending fund balance of $4.0 million. Of this combined amount, approximately $1.0
million has been assigned for specific purposes, $1.5 million has been restricted, and $1.6 million 
is unassigned.

The general fund is the chief operating fund of the District. At the end of the current 
fiscal year, the District reported aggregate fund balance of $2.6 million, an increase of 
approximately $400,000 from the previous year. Of this amount, $1.0 million represents assigned
fund balance. Unassigned fund balance of $1.6 million represents 61.6% of total general fund 
balance. As a measure of the general fund’s liquidity, it may be useful to compare unassigned 
fund balance and total fund balance to total fund expenditures. Total unassigned fund balance 
represents approximately 4.6% of total general fund expenditures, while total general fund 
balance represents 7.5% of total general fund expenditures.
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General Fund Budgetary Highlights

The District adopts an annual expenditure budget for its General Fund. A budgetary 
comparison schedule has been provided for the General Fund to demonstrate compliance with the 
budget. 

The change between the original budget and the final budget on certain expenditure line 
items are a result of a re-appropriation of functional budgets by the School Committee. Purchase 
orders and teachers summer payroll carried into the fiscal year are added to the original budget;
however, purchase orders and teachers summer payroll carried over to the subsequent year are 
subtracted from the final budget.  A summary of the original and final budget follows:

Total general fund appropriation for fiscal year 2016 $ 30,976,000
Purchase orders and teachers summer payroll carried into fiscal year 2016      2,039,230

Total original budget for fiscal year 2016 33,015,230
Less purchase orders and teachers summer payroll carried into subsequent year    (1,560,990)

Total final budget $ 31,454,240

Capital Asset and Debt Administration

In conjunction with the operating budget, the District annually prepares a capital budget 
for the upcoming fiscal year and a five-year Capital Improvement Plan (CIP) that is used as a 
guide for future capital expenditures.

The District’s investment in capital assets as of June 30, 2016 amounts to $19.9 million, 
which is net of accumulated depreciation of $26.5 million. The District’s investment in capital 
asset the prior year was $20.6 million, which was net of accumulated depreciation of $25.2 
million.  The investment in capital assets includes buildings; improvements; machinery and 
equipment. 

The table below represents a summary of the District’s capital assets, net of accumulated 
depreciation by category: 

FY 2016 FY 2015
Governmental Governmental

Capital Assets Activities Activities

Land $       320,000 $       320,000 
Construction in progress 44,440
Buildings and related improvements    18,217,458     18,964,041  
Improvements other than buildings 717,577 794,943
Equipment, machinery & vehicles         589,770          476,148  

     Total capital assets, net $ 19,889,245 $ 20,555,132

The District’s capital asset additions consisted of approximately $597,000 of various 
building improvements, land improvements, equipment and construction in progress.
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Debt Administration:

At the end of the current fiscal year, the District had bonded debt outstanding of $3.5 
million, compared to $455,000 the prior year. During fiscal year 2016, the District issued $3.5 
million in general obligation bonds for the roofs and window replacement projects.  This debt is a 
general obligation of the District, which was acquired in fiscal 2016.

Requests for Information

This financial report is designed to provide a general overview of the Nauset Regional 
School District’s finances for all those with an interest in the District’s finances. Questions 
concerning any of the information provided in this report or requests for additional financial 
information should be addressed to Giovanna Venditti, Director of Business and Finance, Nauset 
Regional School District, 78 Eldredge Parkway, Orleans, Massachusetts 02653.
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NAUSET REGIONAL SCHOOL DISTRICT

Statement of Net Position

June 30, 2016

Primary Government - 

Governmental

Activities

ASSETS

Cash and cash equivalents 5,349,901$                  

Investments 407,749                       

Receivables 473,179                       

Inventories 24,102                         

Capital assets, net of accumulated depreciation 19,889,245                  

           Total assets 26,144,176                  

DEFERRED OUTFLOWS OF RESOURCES

Changes in proportionate share of collective pension contributions 715,915                       

Net difference between projected and actual earnings 747,052                       

           Total deferred outflows of resources 1,462,967                    

           Total assets and deferred outflows of resources 27,607,143$                

LIABILITIES

Accounts payable 135,307$                     

Accrued teacher payroll expense 2,062,982                    

Accrued interest payable 34,868                         

Noncurrent liabilities:

     Due within one year 181,060                       

     Due in more than one year 24,226,488                  

           Total liabilities 26,640,705                  

NET POSITION

Net investment in capital assets 16,440,294                  

Restricted 1,424,533                    

Unrestricted (16,898,389)                 

           Total net position 966,438                       

           Total liabilities and net position 27,607,143$                

                                   

The accompanying notes are an integral part of these financial statements.
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NAUSET REGIONAL SCHOOL DISTRICT
Statement of Activities

For the Year Ended June 30, 2016

Operating Capital Net (Expense)

Charges for Grants and Grants and Revenue and Changes

Functions/Programs Expenses Services Contributions Contributions in Net Position

Primary government

     Governmental activities:

        Administration 1,430,070$        $                        $                         $                          (1,430,070)$                 

        Instruction 16,115,485        2,008,205           (14,107,280)                 

        Support 2,537,247          638,957               (1,898,290)                   

        Operations and maintenance 1,737,971          624,706                (1,113,265)                   

        Employee benefits and other insurances 10,469,389        3,738,225            (6,731,164)                   

        Tuitions 3,366,982          (3,366,982)                   

        Special programs 3,804,064          1,660,533           4,406,856            2,263,325                    

        Interest on long-term debt 88,413                                          (88,413)                        

        Depreciation 1,262,753                                                                                           (1,262,753)                   

             Total primary government 40,812,374$      3,668,738$         8,784,038$          624,706$              (27,734,892)                 

General revenues

     Assessments to member towns 21,233,178                  

     State aid not restricted to specific programs 3,426,010                    

     Departmental and other 995,194                       

     Investment income 16,512                         

          Total general revenues, special items and transfers 25,670,894                  

Change in net position (2,063,998)                   

Net position - beginning of year 3,030,436                    

Net position - end of year 966,438$                     

Program Revenues

The accompanying notes are an integral part of these financial statements.
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NAUSET REGIONAL SCHOOL DISTRICT

Balance Sheet 

Governmental Funds

June 30, 2016

Other Total 

General School Governmental Governmental

Fund Choice Funds Funds

ASSETS

Cash and cash equivalents 4,029,578$     138,709$    1,181,614$      5,349,901$      

Investments 407,749          407,749           

Receivables 236,494          236,685           473,179           

Inventories                                      24,102             24,102             

     Total assets 4,673,821$     138,709$    1,442,401$      6,254,931$      

LIABILITIES

Accounts Payable 98,042$          $                37,265$           135,307$         

Accrued teacher payroll expense 2,000,779                         62,203             2,062,982        

     Total liabilities 2,098,821                         99,468             2,198,289        

DEFERRED INFLOWS OF RESOURCES

Unearned Revenue                                         23,802             23,802             

   Total deferred inflows of resources                                         23,802             23,802             

FUND BALANCES

Restricted 138,709      1,319,131        1,457,840        

Assigned 989,144          989,144           

Unassigned 1,585,856                                                1,585,856        

     Total fund balances 2,575,000       138,709      1,319,131        4,032,840        

Total liabilities, deferred inflows of 

   resources and fund balances 4,673,821$     138,709$    1,442,401$      6,254,931$      

                                                                                      

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

     Total fund balances of governmental funds 4,032,840$      

     Capital assets, net of accumulated depreciation used in governmental activities

         are not financial resources and are not reported in fund financial statements. 19,889,245      

     Certain deferred inflows of resources are accrued as revenue on a full accrual basis

          and not in the fund financial statements. 23,802             

     Net deferred outflows associated with net pension liability are not

          recognized on modified accrual basis. 1,462,967        

     Long-term liabilities are not due and payable in the current period

          and are not included in fund financial statements. (24,407,548)    

     Reporting of liabilities on full accrual basis requires associated interest be accrued. (34,868)           

     Net position of governmental activities 966,438$         

The accompanying notes are an integral part of these financial statements.
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NAUSET REGIONAL SCHOOL DISTRICT

Statement of Revenues, Expenditures, and Changes in Fund Balances -

Governmental Funds

For the Year Ended June 30, 2016

Other Total

School Governmental Governmental

General Choice Funds Funds

REVENUES

Assessments to member towns 21,233,178$     $                  $                      21,233,178$    

Other intergovernmental 7,968,565         1,611,079     3,269,024        12,848,668      

Tuitions 2,008,205                             1,017,879        3,026,084        

Investment income 14,652                                                       14,652             

Departmental and other 800,885                                                        800,885           

Charges for services                                             642,654           642,654           

Contributions and donations                                             151,459           151,459           

          Total revenues 32,025,485       1,611,079     5,081,016        38,717,580      

EXPENDITURES

Administration 1,430,170                                                     1,430,170        

Instruction 16,115,185                                                   16,115,185      

Support 2,537,247                                                     2,537,247        

Operations and maintenance 1,676,333                             62,038             1,738,371        

Employee benefits and other insurances 8,643,225                                                     8,643,225        

Capital outlay/fixed charges 30,000                                  566,866           596,866           

Tuitions 3,366,982                                                     3,366,982        

Community service/special programs                          3,319            3,800,545        3,803,864        

Debt service

   Principal 455,000                                                        455,000           

   Interest and other charges 64,045                                                          64,045             

         Total expenditures 34,318,187       3,319            4,429,449        38,750,955      

            Excess (deficiency) of revenues

             over expenditures (2,292,702)        1,607,760     651,567           (33,375)           

OTHER FINANCING SOURCES (USES)

Transfers in 2,653,344         910                  2,654,254        

Transfers out (910)                  (1,700,000)    (953,344)          (2,654,254)      

Bond proceeds 3,506,060        3,506,060        

Premium on bonds 64,313                                                           64,313             

        Total other financing sources and uses 2,716,747         (1,700,000)    2,553,626        3,570,373        

        Net change in fund balances 424,045            (92,240)         3,205,193        3,536,998        

Fund balances, beginning of year, restated 2,150,955         230,949        (1,886,062)       495,842           

Fund balances, end of year 2,575,000$       138,709$      1,319,131$      4,032,840$      

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

4



NAUSET REGIONAL SCHOOL DISTRICT

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances - 

Governmental Funds to Statement of Activities

For the Year Ended June 30, 2016

Revenues and other financing sources over

     expenditures and other financing uses 3,536,998$   

Governmental funds report capital outlays as expenditures,

however, the cost of those  assets is allocated over their

estimated useful lives and reported as depreciation expense

in the Statement of Changes in Net Position.

Capital outlays during the fiscal year 596,866        

Depreciation recorded for the fiscal year (1,262,753)    

Revenues are recognized on the modified accrual basis of

accounting in the fund financial statements, but

are recognized on the accrual basis of accounting

in the government-wide financial statements.

Net change in unearned revenue (33,517)         

Certain deferred outflows of resources are recognized on the

governmental-wide financial statements, to be amortized over

future periods, and accordingly are not recognized in the fund

basis financial statements.

Net change in proportionate share of collective pension contributions 715,915        

Net change in projected and actual pension earnings 734,065        

The issuance and repayment of long-term debt are recorded

as other financing sources or uses in the fund financial

statements, but have no effect on net position in the

government-wide financial statements.  Also, governmental

funds report issuance costs, premiums, discounts and 

similar items as expenditures when paid, whereas these 

amounts are deferred and amortized on a government-wide

basis.

Principal payments on long-term debt 455,000        

Bond proceeds (3,506,060)    

The fund financial statements record interest on long-term debt

when due and revenue from related subsidies when received.

The government-wide financial statements report interest on 

long-term debt and revenue on subsidies when incurred.

Net change in accrued interest expense (24,368)         

Certain liabilities are not funded through the use of current 

financial resources and, therefore, are not reported in the fund

financial statements, however, these liabilities are reported in

the government-wide financial statements.  The net change

in these liabilities is reflected as an expense in the Statement of

Changes in Net Position.  Net change in liabilities are as follows:

Other post employment benefits (1,445,484)    

Net pension liability (1,830,660)    

Change in net position of governmental activities (2,063,998)$  

The accompanying notes are an integral part of these financial statements.
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NAUSET REGIONAL SCHOOL DISTRICT

Statement of Fiduciary Net Position 

 Fiduciary Funds

June 30, 2016

Private Purpose Total

Trust Funds - Agency

Scholarships Funds

ASSETS

Cash, cash equivalents and investments 188,433$             102,288$             

     Total assets 188,433$             102,288$             

LIABILITIES

Amounts held for students $                         102,288$             

     Total liabilities                            102,288$             

                           

NET POSITION                            

Amounts held in trust 188,433$             

The accompanying notes are an integral part of these financial statements.
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NAUSET REGIONAL SCHOOL DISTRICT

Statement of Changes in Fiduciary Net Position 

Fiduciary Funds

For the Year Ended June 30, 2016

Private Purpose

Trust Funds -

Scholarships
Additions

     Private contributions 12,415$               

     Interest and dividends and market value change 13,864                 

          Total additions 26,279                 

Deductions

     Scholarship awards 46,729                 

          Total deductions 46,729                 

Change in net position (20,450)               

Net position, at beginning of year 208,883               

Net position, at end of year 188,433$             

                           

The accompanying notes are an integral part of these financial statements.
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Note 1.  Organization and Reporting Entity

A.  Organization

The Nauset Regional School District, Orleans, Massachusetts (the District), was established in 1956 
under Chapter 71 of the Massachusetts General Laws, as amended and supplemented, and an Agreement, as 
amended, among the towns of Brewster, Eastham, Orleans, and Wellfleet, which, as member towns, 
comprise the District. The District operates a regional middle school, grades 6 – 8, and a regional high 
school, grades 9 – 12, for the benefit of its member towns. 

B.  Reporting Entity

As required by accounting principles generally accepted in the United States of America (GAAP) 
and in accordance with the Governmental Accounting Standards Board (GASB), the accompanying 
financial statements present the Nauset Regional School District (the primary government) and its 
component units.

Primary Government - The District is governed by the School Committee, which consists of (10) members 
elected on staggered terms every three years by registered voters of each member town. The number of 
seats each community elects is based on its population in accordance with the Regional Agreement.

Component Units - Component units are included in the District's reporting entity if their operational and 
financial relationships with the school district are significant. No component units are identified for the year 
ended June 30, 2016, which meet the criteria for inclusion in the accompanying basic financial statements.

Joint Ventures - Municipal joint ventures pool resources to share the costs, risks, and rewards of providing 
services to its participants, the public, or others. The following table identifies the most significant joint 
ventures of the District. Financial information may be obtained from each joint venture by contacting them 
at the addresses below. The District has no equity in the joint ventures. The District also participates in cost-
sharing groups for retirement benefits. The District also participates in a cost-sharing, joint purchasing 
group for health and dental insurance and a cost sharing group for retirement benefits.

Joint venture and address Purpose FY 2016 Payments

Cape Cod Collaborative
P.O. Box 3086
Bourne, MA 02532

Special education services for 
students pre K – 12 grades.

$    722,986

Note 2.  Summary of Significant Accounting Policies

A.  Basis of Presentation

The District’s financial statements are prepared in accordance with accounting principles 
generally accepted in the United States of America (GAAP). The Governmental Accounting 
Standards Board (GASB) is responsible for establishing GAAP for state and local governments 
through its pronouncements (Statements and Interpretations). The more significant accounting 
policies established in GAAP and used by the District is discussed below.
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The District’s basic financial statements include both government-wide (reporting the District as a 
whole) and fund financial statements (reporting the District’s major funds). Both the government-wide and 
fund financial statements categorize primary activities as either governmental or business-type. 
Governmental activities are generally financed through intergovernmental assessments or other non-
exchange transactions. The District has no activities classified as business-type activities.

Government-wide Statements

In the government-wide Statement of Position, governmental columns are presented on a 
consolidated basis and are reported on a full accrual, economic resource basis, which recognizes all long-
term assets and receivables, deferred outflows of resources, as well as deferred inflows of resources and 
other long-term obligations, on a full accrual basis. The District’s net position is reported in three 
components—net investment in capital assets, restricted net position, and unrestricted net position. The 
District first utilizes restricted resources to finance qualifying activities.

The government-wide Statement of Activities reports both the gross and net cost of each of the 
District’s functions. Gross expenses (including depreciation) are reduced on the Statement of Activities by 
related program revenues, operating and capital grants. Program revenues must be directly associated with 
the function. Operating grants include operating-specific and discretionary (either operating or capital) 
grants while the capital grants column reflects capital-specific grants. Assessments to the member towns 
include amounts for respective share of operating costs and debt service. The total amount of the 
assessments has been reported as general revenues.

The net costs by function are normally covered by general revenue. 

Certain costs, such as employee fringe benefits, property and liability insurance, among others costs
are not allocated among the District’s functions and are included in employee benefits and other insurance 
expense in the Statement of Activities. Interest and depreciation are also reported on separate lines as 
separate non-allocated functions.

The government-wide focus is more on the sustainability of the District as an entity and the change 
in the District’s net position resulting from the current year’s activities.

Fund Financial Statements

The financial transactions of the District are reported in individual funds in the fund financial 
statements. Each fund is accounted for by providing a separate set of self-balancing accounts that comprises 
its assets, liabilities, reserves, fund equity, revenues and expenditures/expenses. The various funds are 
reported by generic classification within the financial statements.

The emphasis in fund financial statements is on the major funds in either the governmental or 
business-type activities categories. GASB pronouncements set forth minimum criteria (percentage of the 
assets and deferred outflows of resources, liabilities and deferred inflows of resources, revenues or 
expenditures/expenses of either fund category or the governmental and enterprise combined) for the
determination of major funds. The District may electively add funds, as major funds, which have specific 
community focus. The non-major funds are combined in a column in the fund financial statements titled 
other governmental funds.

The District’s fiduciary funds are presented in the fiduciary fund financial statements by type
(private purpose and agency). Since by definition these assets are being held for the benefit of a third party 
(other local governments, private parties, etc.) and cannot be used to address activities or obligations of the 
government, these funds are not incorporated into the government-wide statements.
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The following describes the fund types used by the District:

Governmental Funds:

The focus of the governmental funds’ measurement (in the fund statements) is upon 
determination of financial position and changes in financial position (sources, uses, and balances of 
financial resources) rather than upon net income. The following is a description of the 
governmental funds available to the District:

Major Funds:

 General fund is the primary operating fund of the District. It is used to account for and report 
all financial resources not accounted for and reported in another fund.

 School Choice is authorized under Massachusetts General Law Chapter 76, Section 12B. 
School Choice tuition revenues are recorded in a special revenue fund revolving account and 
are available for expenditure by the school committee without further appropriation. The 
District has elected to report this fund as a major fund for the current year.

Other governmental funds consist of other special revenue, capital projects and other funds that are 
aggregated and presented in the other governmental funds column of the governmental funds
financial statements. The following describes the general use of these fund types:

 Special revenue funds are used to account for and report the proceeds of specific revenue 
sources that are restricted or committed to expenditure for specified purposes other than debt 
service or capital projects.

 Debt service funds are used to account for and report resources that are restricted, committed, 
or assigned to the expenditure for principal and interest. Debt service funds should be used if 
legally mandated.  Currently, the District does not utilize a debt service fund.

 Capital projects funds are used to account for and report financial resources that are restricted, 
committed, or assigned to expenditure for capital outlays, including the acquisition or 
construction major capital facilities and other capital assets (other than those financed by 
business-type/proprietary funds).  

 Permanent funds are used to account for and report financial resources that are restricted to the 
extent that only earnings, not principal, may be used for purposes that support the governmental 
programs. Currently, the District does not have any permanent funds.

Fiduciary Funds:

Fiduciary funds are used to report assets held in a trustee or agency capacity for others and 
therefore are not available to support District programs. The reporting focus is on net position and 
changes in net position and is reported using accounting principles applicable to businesses in the 
private sector. The following is a description of the fiduciary funds available to the District:

 Private purpose trust funds account for resources legally held in trust for the benefit of persons
and organizations other than the District. Since these funds cannot be used for providing 
District services, they are excluded from the District’s government-wide financial statements.

 Agency funds are used to hold funds on behalf of parties other than the District, including 
federal and state agencies and public school student activities. Agency funds are custodial in 
nature and do not involve measurement of results of operations.
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B.  Measurement Focus and Basis of Accounting

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

Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Under the modified accrual basis of 
accounting, revenues are recognized when susceptible to accrual (i.e., measurable and available).
Measurable means the amount of the transaction can be determined and available means collectible within 
the current period or soon enough thereafter to pay liabilities of the current period. Expenditures are 
recorded when the related fund liability is incurred, except for unmatured interest on general long-term debt 
which is recognized when due, and certain compensated absences, claims and judgments which are 
recognized when the obligations are expected to be liquidated with current expendable available resources.

Revenues are considered available if they are collected within 60 days after fiscal year end. All 
other revenues and investment income, which is susceptible to accrual, become measurable and available 
when the cash is received and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt, or earlier, if the susceptible to 
accrual criteria is met. Expenditure driven grants recognize revenue when the qualifying expenditures are 
incurred and all other grant requirements are met.

C.  Cash and Cash Equivalents

The District considers cash and cash equivalents (deposits) to be cash on hand, demand deposits, 
and certificates of deposit. The District maintains deposits in accordance with Massachusetts General Law. 
The District has not adopted formal deposit policies. Substantially all funds are pooled and invested by the 
District for the purpose of increasing earnings through investment activities and providing efficient 
management of temporary investments. Earnings on pooled funds are apportioned and paid or credited to 
the funds based on the average balance of each participating fund. Additional cash and cash equivalents 
disclosures are presented in these Notes.

D.  Investments

The District maintains investments according to Massachusetts General Laws.  The District has not 
adopted formal investment policies. Investments are reported according to the fair value measurement 
hierarchy established by generally accepted accounting principles. Investments are defined as securities or 
other assets that (a) a government holds primarily for the purpose of income or profit and (b) has a present 
service capacity based solely on its ability to generate cash or to be sold to generate cash. Fair value is the 
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date. The hierarchy is based upon valuation inputs, which are the 
assumptions that market participants would use when pricing an asset or liability, including assumptions 
about risk. Level 1 inputs are quoted prices in active markets for identical assets or liabilities at the 
measurement date. Level 2 inputs are directly observable for an asset or liability (including quoted prices 
for similar assets or liabilities), as well as inputs that are indirectly observable for the asset or liability. 
Level 3 inputs are unobservable inputs for an asset or a liability and are used only if relevant Level 1 and 
level 2 inputs are not available. Certain investments, such as money market investments, 2a-7 like external 
investment pools are reported at amortized cost. 2a7-like pools are external pools that operate in conformity 
with the Securities and Exchange Commission’s (SEC) Rule 2a7 as promulgated under the Investment 
Company Act of 1940, as amended and should be measured at the net asset value per share provided by the 
pool. At June 30, 2016, the District maintained investments in authorized financial institutions.
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E.  Inventories

The District reports food and supplies purchased at the cost to acquire, but not yet consumed as 
inventories for financial reporting. The District reports food and supplies purchased in the food service 
program as expenditures when purchased and adjusts at year end for the food and supplies actually 
consumed.

E.  Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that may 
result in amounts owed between funds. Those related to goods and services type transactions are classified 
as “due to and from other funds.” Short-term interfund loans are reported as “interfund receivables and 
payables.” Long-term interfund loans (noncurrent portion) are reported as “advances from and to other 
funds.” Interfund receivables and payables between funds within governmental activities are eliminated in 
the Statement of Net Position.  

G.  Receivables

Receivables consist of all revenues earned at year-end and not yet received, net of an allowance for 
uncollectible amounts. Allowances for uncollectible accounts receivable are based upon historical trends 
and the periodic aging of accounts receivable. The District considers all of its receivables collectible and 
does not report an allowance for uncollectible accounts. 

H.  Capital Assets

The accounting treatment over property, plant, and equipment (capital assets) depends on whether 
they are reported in the government-wide or fund financial statements.

Government-wide Statements

All capital assets are valued at historical cost or estimated historical cost if actual is unavailable, 
except for donated capital assets, which are recorded at their acquisition (entry price) value at the date of 
donation.  Estimated historical cost was used to value the majority of the assets acquired prior to June 30, 
2002. The District generally defines capital assets, which includes land, building and improvements, and 
furniture and equipment, as assets with an initial, individual cost of more the $10,000 and an estimated 
useful life in excess of two years. The cost of normal maintenance and repairs that do not add to the value 
of the asset or materially extend assets’ lives are not capitalized.

Prior to July 1, 2002, governmental funds’ infrastructure assets were not capitalized. These assets 
have been valued at estimated historical cost.

Depreciation of all exhaustible capital assets is recorded as an expense in the Statement of 
Activities, with accumulated depreciation reflected in the Statement of Net Position. Depreciation is 
provided over the assets’ estimated useful lives using the straight-line method of depreciation. The range of 
estimated useful lives by type of asset is as follows:

Buildings                                                   40 years
Improvements                                            20 years
Furnishings, machinery and equipment    10 years
Recreational and athletic equipment         10 years
Instructional equipment, office 

equipment and vehicles                           5 years
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Fund Financial Statements

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

I.  Deferred Outflows and Deferred Inflows

Deferred outflows of resources, as applicable, represent a consumption of assets by the government 
that is applicable to a future reporting period. These deferred outflows of resources have a positive effect on 
net position and are reported after assets when applicable. Deferred inflows of resources, as applicable, 
represent the acquisition of assets by the government that is applicable to a future reporting period. These 
deferred inflows of resources have a negative effect on net position and are reported after liabilities when 
applicable. These amounts are reported in government-wide and fund financial statements based upon the 
nature of the items.  

J.  Liabilities

Liabilities represent present obligations to sacrifice resources for which the government has little or 
no discretion to avoid. The primary focus is on the obligation for the government to perform. The 
accounting treatment for these obligations depends on whether they are reported in the government-wide or 
fund financial statements.

Current liabilities are reported in both the fund and government-wide financial statements. Current 
liabilities represent obligations incurred in the operating cycle for acquisition goods, services, accruals for 
salaries/wages, vacation accruals, and other obligations due or generally expected to be liquidated within 
one year from the balance sheet date. Government-wide financial statements also report other current 
liabilities such as accrued interest, which is reported on a full accrual basis.

Generally, all noncurrent (long term) liabilities are not reported as liabilities in the fund financial 
statements, but are reported in the government-wide statements. Such obligations consist primarily of such 
obligations as bonds payable, compensated absences, other post-employment obligations and net pension 
obligations.

K.  Compensated Absences

The District’s policies and provisions of bargaining unit contracts regarding vacation and sick time 
permit employees to accumulate earned but unused vacation and sick leave. The liability for these 
compensated absences is recorded as long-term obligations in the government-wide statements when 
incurred. In the fund financial statements, governmental funds report only the compensated absence liability 
payable from expendable available financial resources. 

L.  Equity Classifications

Government-wide Statements

Equity is classified as net position in the government-wide financial statements. The District 
utilizes resources which have been restricted prior to utilizing unrestricted resources. Net position is 
displayed in the following three components:
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Net investment in capital assets – This component of net position consists of capital assets, net of 
accumulated depreciation, reduced by the outstanding balances of bonds, notes or other 
borrowings that are attributable to the acquisition, construction, or improvement of those assets. 
Deferred outflows of resources and deferred inflows of resources that are attributable to the 
acquisition, construction, or improvement of those assets or related debt are also included in 
this component of net position.

Restricted – This component of net position consists of restricted assets reduced by liabilities and 
deferred inflows of resources related to those assets.  These assets may be restricted by 
constraints placed on the use either by (1) external groups such as creditors, grantors, 
contributors, or laws or regulations of other governments; or (2) law through constitutional 
provisions or enabling legislation.

Unrestricted – This component of net position is the net amount of the assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources that are not included in the 
determination of net investment in capital assets or the restricted component of net position.

Fund Financial Statements

Governmental fund equity is classified as fund balance. Fund balance is further classified based on 
the extent to which the government is bound to honor constraints on the specific purposes for which 
amounts in the funds can be spent. The District’s spending policy is to spend restricted fund balance first, 
followed by committed, assigned and unassigned fund balance. Most governmental funds were designated 
for one purpose at the time of their creation. Therefore any expenditure made from the fund will be 
allocated to the applicable fund balance classifications in accordance with the aforementioned spending 
policy. The general fund and certain other funds may have more than one purpose.

Fund balance can be classified in the following components:

Nonspendable fund balance – consists of amounts that cannot be spent because they are either (a) 
not in spendable form or (b) legally or contractually required to be maintained intact.

Restricted fund balance – consists of amounts upon which constraints have been placed on their 
use either (a) externally imposed by creditors (such as through debt covenants), grantors, 
contributors, or laws or regulations of other governments; (b) imposed by law through 
constitutional provisions or enabling legislation.

Committed fund balance – consist of amounts which can only be used for specific purposes 
pursuant to constraints imposed by the District’s highest level of decision making, the District 
School Committee. Any modification or rescission must also be made by School Committee 
vote.

Assigned fund balance – consist of amounts that are constrained by the District’s intent to be used 
for a specific purpose. Intent is expressed by (a) the governing body itself, or (b) a body, or 
official to which the governing body has delegated the authority to assign amounts to be used 
for specific purposes. Amounts are assigned based upon approval by the Superintendent and 
Director of Business and Finance through the District’s procurement and budgeting processes.

Unassigned fund balance – represents the residual classification for the remaining fund balance. It 
represents amounts that have not been assigned to other funds and has not been restricted, 
committed, or assigned to specific purposes within the general fund. In other governmental 
funds, negative fund balances may occur if amounts restricted, committed, or assigned for the 
specific purpose have been eliminated.
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M.  Member Town Assessments

Pursuant to Massachusetts General Law, Chapter 71 of the Acts of 1993, the Education Reform 
Act, the School District's annual assessments to member towns are divided into the following categories:

Minimum Local Contribution

The minimum local contribution of member towns for each year is calculated by the Department of 
Education based upon formulas created by the Education Reform Act. The minimum local contribution is 
the School District's net School spending less state aid (Chapter 70). Net School spending includes the 
regular operating costs of the School District except those items (other costs) specifically excluded by law 
(transportation, capital costs, debt, and other extraordinary costs).

Other School Spending

The assessments for other School spending include other costs and those regular operating costs 
above the minimum local contribution. These amounts are apportioned to the member towns on the basis of 
their respective pupil enrollments in the regional district schools on October 1 of the preceding year.

Amounts assessed to member towns must be paid to the School District in equal quarterly 
installments due the first day of September, December, March and June.

N.  Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenditures during the reporting period. 
Actual results will differ from those estimates.

O.  Total Columns

The total column presented on the government-wide financial statements represents consolidated 
financial information.  

The total column presented on the fund financial statements is presented only to facilitate financial 
analysis.  Data in this column is not the equivalent of consolidated financial information.

Note 3. Stewardship, Compliance and Accountability

A.  Budget Process

The School Committee annually determines the amount to be raised (after deducting the amount of 
anticipated revenues the District expects to receive) to maintain and operate the District during the next 
fiscal year and apportions the amount among the member towns in accordance with the terms of the district 
agreement. The amounts apportioned to each town are certified by the District Treasurer to the Treasurers 
of each member town. Each town takes action on the amounts so certified at the towns’ next annual Town 
Meeting. Changes between functions in the original appropriation are voted by the School Committee. 
Supplemental appropriations are acted upon through Special Town Meetings of the member towns.
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Budgets for grants and certain revenues from revolving funds accounted for in Special Revenue 
Funds are not required to be prepared under the General Laws of Massachusetts. Accordingly, a comparison 
of actual to budgeted results of operations for the Special Revenue Funds is not presented in the 
accompanying financial statements. Budgets for various special revenue funds utilized to account for 
specific grant programs are established in accordance with the requirements of the Commonwealth or other 
grantor agencies.

Costs of the District are apportioned to the member towns according to the Region Agreement on 
the basis of their respective pupil enrollments in the District as of October 1 of the preceding year.  
Massachusetts General Law, Chapter 70, as amended by the Education Reform Act of 1993, provides for a 
minimum amount of spending for local and regional school districts. This net school spending requirement 
is made up of the minimum local contribution and Chapter 70 state aid. The District appropriated sufficient 
funds in fiscal year 2016 and met the net school spending requirements.

The minimum local contribution is computed by the Commonwealth. The following are the fiscal 
year 2016 minimum local contributions and net school spending requirements for the District:

Brewster $   5,189,424
Eastham 2,609,660
Orleans 2,053,137
Wellfleet      1,336,312

    Total minimum local contribution 11,188,533
Regional Chapter 70 Aid      3,353,354

    Total net school spending requirement $ 14,541,887

These amounts represent the minimum each community must contribute to support the net school 
spending of the District. Eligible net school spending costs include all spending of the District except 
transportation, debt service, and capital costs.

B.  Fund Equities

Operations of the various District funds for the fiscal year were funded in accordance with the 
General Laws of Massachusetts. The District classifies fund equity in the fund financial statements as either 
nonspendable, restricted, committed, or assigned for specific purposes. As of June 30, 2016, the 
classification of the District’s fund balances can be detailed as follows:  

       Other
        General     School     Governmental

      Fund     Choice         Funds    Total
Restricted

Special programs $                - $   138,709 $    1,319,131 $  1,457,840
      Subtotal 138,709 1,319,131 1,457,840

Assigned:

Administration 17,356 17,356

Instruction 131,425 131,425

Operations and maintenance 29,714 29,714

Other       810,649                -                      -       810,649
      Subtotal 989,144 989,144

Unassigned:    1,585,856               -                      -   1,585,856
   Total fund balance $ 2,575,000 $    138,709 $   1,319,131 $  4,032,840
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Other assigned fund balances represent appropriations of existing fund balance to the next year’s 
operating budget.

C. Restricted Net Position

The following table illustrates the District’s restricted net position as reported on the government-
wide financial statements as of June 30, 2016:

Special Revenue Funds:
     School choice $   138,709
     Circuit breaker 189,386
     Driver education 81,321
     Preschool revolving 132,201
     High school foreign student       451,505
     Other special revenue funds      431,411

          Total special revenue funds $  1,424,533

Note 4.  Cash, Cash Equivalents and Investments

Massachusetts General Laws (MGL), Chapter 44, Section 54 and 55, place certain limitations on 
cash deposits and investments available to the District.  Generally, the District is authorized to invest in the 
following investments: term deposits or certificates of deposit of trust companies, national banks, savings 
banks or banking companies, or obligations issued or unconditionally guaranteed by the United States 
Government or an agency thereof, and having a maturity from date of purchase of one year or less with 
certain other limitations; or invest the same in such securities as are legal for the investment of funds of a 
bank under the laws of the Commonwealth of Massachusetts. The District may invest in units of the 
Massachusetts Municipal Depository Trust (MMDT), an external investment pool managed by the 
Treasurer of the Commonwealth of Massachusetts. Cash deposits are reported at carrying amount, which 
reasonably approximates fair value. The District does not have a formal investment policy.

The District maintains deposits in authorized financial institutions. In the case of deposits, custodial 
credit risk is the risk that in the event of a bank failure, the District’s deposits may not be returned. The 
District does not have a formal deposit policy for custodial credit risk. At June 30, 2016, deposits totaled 
$6,210,934 and had a carrying amount of $5,454,711. All of the District’s deposits were covered by 
depository insurance at year end. The difference between deposit amounts and carrying amounts generally 
represents outstanding checks and deposits in transit.

The District’s investment balance at MMDT as of June 30, 2016 was solely in the cash portfolio 
and has been reported as an investment for financial reporting purposes. The cash portfolio is not registered 
with the Securities and Exchange Commission (SEC) as an investment company, but maintains a policy to 
operate in a manner as a qualifying external investment pool as defined by the Governmental Accounting 
Standards Board (GASB). Additionally, the cash portfolio adheres to GASB Statement No. 79, Certain 
External Investment Pools and Pool Participants, which amended Statement No. 31 and established 
accounting and financial reporting statements for state and local governments that participate in a qualifying 
external investment pool that measures all of its investments for financial reporting purposes at amortized 
cost. A copy of MMDT’s financial statements can be obtained by contacting the Office of the Treasurer and 
Receiver General of Massachusetts directly at One Ashburton Place #1207, Boston, Massachusetts 02108.

All of the District’s investments are classified as Level 1 investments in accordance with the 
hierarchy established by generally accepted accounting principles. A summary of the District’s investments, 
including those of the Scholarships Trust Fund (fiduciary fund), are as follows:
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Fair value/ Moody's

Carrying Average credit                                  Maturities                                          .

Type of Investment Amount Quality/Ratings Less 1 year 1-5 years 6-10 years

Primary Government

Governmental activities:

MMDT $       407,749 not applicable $     407,749 $            - $            -

   Total governmental activities            407,749        407,749

Fiduciary funds:

Domestic stock            102,698 not applicable

US government/agencies

  obligations              83,213 Aaa          20,442      51,732     11,039

   Total fiduciary funds            185,911          20,442      51,732      11,039

Grand total investments $        593,660 $    428,191 $  51,732 $  11,039

Custodial credit risk for investments is the risk that, in the event of the failure of the counter party 
to a transaction, a government will not be able to recover the value of its investment or collateral securities 
that are in the possession of another party.

Interest rate risk is the risk that changes in market interest rates that will adversely affect the fair 
market value of an investment. Generally, the longer the maturity of an investment the greater the 
sensitivity of its fair market value to changes in market interest rates.  The approximate maturities of the
District’s debt investments are disclosed in the table above.

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of 
the investment. Credit risk is measured by the assignment of a rating by a nationally recognized statistical 
rating organization. Equity securities, money market funds, repurchase agreements and equity mutual funds 
are not rated as to credit risk. 

Concentration of credit risk is the risk of loss attributed to the magnitude of the District’s 
investment in a single issuer, with the exception of investments issued principally guaranteed by the U.S. 
Government and external investment pool.  The District has no amounts invested in a single issuer which 
exceeds 5% of total investments. The District does not have an investment policy, but there are no 
securities or issuers which represent more than 5% of the total investments of the fiduciary funds.

Note 5. Receivables

The District reports the net amount of receivables in the accompanying Statement of Net Position
and the gross amount on the Balance Sheet as follows:

Gross Allowance for Net

Receivable type Amount Uncollectible Amount

Due from Commonwealth of Massachusetts $        72,414    $ $      72,414

Due from other governments 340,393 340,393

Departmental receivable        60,372                     -        60,372

      Total Governmental Activities $      473,179 $                  - $   473,179
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Note 6. Capital Assets

Capital asset activity for the year ended June 30, 2016, was as follows:

Depreciation expense for the year was $1,262,753 and was not allocated to functions/programs of 
the primary government.

Note 7.  Deferred Outflows and Deferred Inflows of Resources

The District reported the following deferred outflows and deferred inflows of resources at June 30, 
2016. Deferred outflows of resources associated with the District's participation in the Barnstable County 
Retirement Association (the pension Plan) are to be recognized in future pension expense in subsequent 
years. Refer to Note 11. Deferred inflows of resources represents resources that have not yet been received, 
but have been earned in the Statement of Net Position.

Deferred Outflows of Resources Amount

Changes in proportionate share of collective pension contributions

  during the measurement period $            715,915

Net difference between projected and actual pension earnings               747,052

    Total deferred outflows of resources – Governmental Activities $        1,462,967

Deferred Inflows of Resources Amount

Deferred revenue $            23,802

    Total deferred inflows of resources – Governmental Fund Basis $             23,802

Beginning
Balances Increases Decreases

Ending
Balances

Governmental activities:
Capital assets not being depreciated:
     Land $       320,000 $                $              $      320,000 
     Construction in progress                    -                44,440                    -           44,440

     Sub-total 320,000 44,440 364,440

Capital assets being depreciated:
     Buildings and related improvements 42,180,878 219,892 42,400,770
     Improvements other than buildings 1,328,305 60,383 1,388,688
     Equipment, machinery & vehicles      1,917,153      272,151                        -     2,189,304

     Sub-total    45,426,336     552,426                    -      45,978,762
    Total capital assets 45,746,336 596,866 46,343,202

Less accumulated depreciation
     Buildings and related improvements 23,216,837 966,475 24,183,312
     Improvements other than buildings 533,362 137,749 671,111
     Equipment, machinery & vehicles      1,441,005       158,529                    -     1,599,534

          Sub-total    25,191,204    1,262,753                    -      26,453,957

Governmental capital assets, net $ 20,555,132 $ (665,887)  $                  -    $ 19,889,245
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Note 8.  Interfund Balances and Activity

There were no interfund receivables or interfund payables reported at June 30, 2016.  Interfund 
transfers for the fiscal year ended June 30, 2016 consisted of the following:

General 
Fund

School
Choice

Other
Governmental

Funds

Budgeted transfer from school choice fund to fund 
  general fund operations $ 1,700,000  $ (1,700,000)

  
  $

Budgeted transfer from circuit breaker fund to fund 
  general fund operations

     
903,344

           
           -

   
(903,344)

Budgeted transfer from international students fund to 
  fund general fund operations 50,000 (50,000)

Transfer from general fund to special revenue funds to 
  close out old grant balances in deficit

          
          (910)                       -             910

       Total on governmental fund basis $ 2,652,434 $ (1,700,000) $ (952,434)

Note 9.  Long-term Obligations

The following is a summary of changes in long-term obligations for the year ended June 30, 2016:

Future debt service requirements at June 30, 2016 were as follow:

Year ending June 30, Principal Interest Total

2017 $       181,060 $      83,684 $     264,744
2018 175,000 80,063 255,063
2019 175,000 76,563 251,563
2020 175,000 71,313 246,313
2021 175,000 67,810 242,810

2022-2026 875,000 286,563 1,161,563
2027-2031 875,000 197,313 1,072,313
2032-2036          875,000        78,750        953,750

Totals $    3,506,060 $   942,059 $   4,448,119   

Purpose
Balance

  July 1, 2015 Additions   Reductions
Balance

  June 30, 2016
Current
Portion

Governmental activities:
General obligation refunding bonds,

2.00% - 4.00%, due 2016 $      455,000 $                - $    455,000 $                - $              -
General obligation bonds, 
  2.00% - 3.00%, due 2036

                    -     3,506,060                   -      3,506,060    181,060

     Total long-term bonds 455,000 3,506,060 455,000 3,506,060 181,060

Other post employment benefits 9,842,041 2,333,252 887,768 11,287,525
Net pension liability 7,583,303 1,830,660 9,413,963
Estimated compensated absences          200,000                             -                    -               200,000                          -

     Total governmental activities $ 18,080,344 $ 7,669,972 $1,342,768 $24,407,548 $ 181,060
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Unissued debt authorizations consist of the following at June 30, 2016:

Purpose
Year(s) 

Authorized    Amount

Middle School waste water treatment facility 1990 $ 725,000
High School waste water treatment facility 1995    600,000
High School windows, doors and roof replacement 2012 3,499,701
Middle School roof project 2015   1,628,439

      Total $ 6,453,140

Lease obligations

A.  Operating leases

The District has entered into a number of operating leases to support governmental 
activities, some of which are non-cancelable but otherwise are subject to annual appropriation. The 
annual minimum required lease payments for non-cancelable operating leases are immaterial as of 
June 30, 2016.

B.  Capital leases

In accordance with Massachusetts General Laws, the District may enter into lease 
agreements for a period not exceed five years and subject to annual appropriation. The District does 
not have any material capital lease obligations outstanding during the year.

Note 10.  Temporary Borrowings

Under state law and by authorization of the School Committee, the District is authorized to borrow 
on a temporary (short-term) basis to fund the following:

 Current operating costs prior to the collection of revenues through issuance of revenue
anticipation notes (RANs),

 Capital project costs incurred prior to obtaining permanent financing through issuance of bond 
anticipation notes (BANs),

 Federal and state aided capital projects and other program expenditures prior to receiving 
reimbursement through issuance of federal and state aid anticipation notes (FANs and SANs).

Temporary loans are general obligations of the District and carry maturity dates that are limited by 
statute. Interest expenditures for temporary borrowings are accounted for in the General Fund. Temporary 
borrowings are recorded as liabilities in the appropriate fund. Changes in the District’s short-term debt for 
the year ended June 30, 2016 are as follows:

Type/Purpose
Loan
Date

Maturity
Date

Interest
Rate

Beginning
Balance Issued (Retirements)

Ending
Balance

Governmental-Type Activities:

High school window & roof 
  refurbishment 2/13/2015 2/12/2016   0.50% $ 2,709,485 $   $(2,709,485) $
MS Roof Project 2/27/2015 2/12/2016 0.55%       810,000                    -        (810,000)                 -

     Totals $ 3,519,485 $                 -   $(3,519,485) $              -
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Note 11.  Employee Benefits

A.  Retirement Benefits

1.  Barnstable County Retirement Association 

Plan Description

The Barnstable County Retirement Association (the Plan) is a multiple-employer, cost sharing, 
contributory defined benefit pension plan covering all employees of the governmental member units 
deemed eligible by the Barnstable County Retirement Board (the Board), with the exception of school 
department employees who serve in a teaching capacity. The pensions for these school employees are 
administered by the Commonwealth of Massachusetts' Teachers Retirement System (MTRS). Membership 
in the Plan is mandatory immediately upon the commencement of employment for all permanent employees 
working a minimum of 25 hours per week. As of January 1, 2014, the Association had 50 participating 
employers.

The Association is a member of the Massachusetts Contributory Retirement System and is 
governed by Chapter 32 of the Massachusetts General Laws (MGL). The Public Employee Retirement 
Administration Commission (PERAC) is the state agency responsible for oversight of the Commonwealth's 
public retirement systems. The Association is governed by a five member Board who establish the policies 
under which the Association operates.

The Association issues an audited financial statement for the year ended December 31, 2015, which 
may be obtained by contacting the Association directly at: Barnstable County Retirement Association, 750 
Attucks Lane, Hyannis, MA 02601.

Benefits Provided

The Association provides retirement, disability, survivor and death benefits to members and their 
beneficiaries. Massachusetts General Laws (MGL) establishes uniform benefit and contribution 
requirements for all contributory public employee retirement systems (PERS). Those requirements provide 
for superannuation retirement allowance benefits up to a maximum of 80% of a member’s highest three-
year average annual rate of regular compensation. For employees hired after April 1, 2012, retirement 
allowances are calculated on the basis of the last five years or any five consecutive years, whichever is 
greater in terms of compensation. Benefit payments are based upon a member’s age, length of credible 
service, and group creditable service, and group classification. The authority for amending these provisions 
rests with the Legislature.

Contributions

There are three classes of membership in the retirement system: Group 1, Group 2 and Group 4. 
Group 1 consists of general employees which includes clerical and administrative positions. Group 2 
consists of positions that have specified as hazardous. Lastly, Group 4 consists of police officers, 
firefighters and other hazardous positions.

Any individual in Group 1 or Group 2 whose membership began before January 1, 1978 and who 
maintains an annuity savings fund account, is eligible to receive a superannuation retirement allowance at 
age 55 or later, regardless of how many years or creditable service. There is no minimum vesting 
requirements for individuals in Group 4.
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Members in Group 1 and 2, hired after January 1, 1978 and prior to April 2, 2012, are eligible to 
receive a superannuation retirement allowance upon the completion of 20 years of service or upon 
completion of 10 years of service and upon reaching age 55.

Members in Group 1 and 2, hired on or after April 2, 2012, are eligible to receive a superannuation 
retirement allowance upon the completion of 10 years of service and upon reaching age 60 (Group 1) or age 
55 (Group 2).

Governmental employers are required to pay an annual appropriation established by PERAC. The 
total appropriation includes the amount to pay the pension portion of each member's retirement allowance, 
an amount to amortize the actuarially determined unfunded liability to zero in accordance with the system's 
funding schedule, and an additional appropriation in accordance with adopted early retirement incentive 
programs. The total appropriations are payable July 1 and January 1. Employers may choose to pay the 
entire appropriation in July at a discount rate of approximately 3%. The pension fund appropriations are 
allocated among employers based on covered payroll. The District's statutorily required contribution for the 
year ended June 30, 2016 was $804,792, which was net of the discount of approximately $21,000.

Pension Liabilities, expenses, and deferred outflows of resources related to pensions

The collective net pension liability of the Association was determined by an actuarial valuation as 
of January 1, 2014. At December 31, 2015:  

       2015
Total pension liability $ 1,502,651,474
Less:  plan fiduciary net position     (873,002,091)
     Net pension liability $    629,649,383

Plan’s fiduciary net position as a percentage
  of total pension liability             58.10%

Total employer pension expense $ 69,712,851
The District's proportionate share of the collective net pension liability $   9,413,963
The District's percentage share of the collective net pension liability           1.495%
District covered payroll $  4,146,007
The District's proportionate share of pension expense recognized $  1,185,473

The District's proportionate share of collective deferred outflows of resources was $1,462,967 for 
the year ended June 30, 2016. This is to be recognized in future pension expense in future years as follows:

Net amount  
recognized in future 

Year pension expense 

June 30, 2017     $               330,850

June 30, 2018                      330,850

June 30, 2019                      330,850

June 30, 2020                      327,234

June 30, 2021                      143,183

    Total      $           1,462,967
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Actuarial Assumptions
Valuation date:                                                     January 1, 2014
Actuarial cost method:                                         Entry Age Normal Cost Method
Amortization method:                                           Payments to increase at 4.0%, except for 2010
                                                                               Early Retirement Incentive, which is a level
                                                                               payment.
Inflation rate:                                                        4.0%
Asset valuation method:                                        Sum of actuarial value at beginning of the year,
                                                                               contributions and investment earnings based on
                                                                               the actuarial interest assumption less benefit
                                                                               payments and operating expenses plus 20% of the
                                                                               market value at the end of the year in excess of
                                                                               that sum, plus additional adjustment toward
                                                                               market value as necessary so that the final
                                                                               actuarial value is within 20% of market value. 
Projected salary increases:                                   Varies by length of service with ultimate rates of
                                                                              4.25% for Group 1; 4.50% for Group 2 and 4.75%
                                                                             for Group 4.
Mortality rates:
    Pre-retirement:                                                  The RP-2000 Employee Mortality Table projected
                                                                               generationally with a Scale AA from 2010.
    Healthy retiree:                                                  The RP-2000 Healthy Annuitant Mortality Table
                                                                               projected generationally with a Scale AA from
                                                                               2010.
    Disabled retiree:                                                The RP-2000 Healthy Annuitant Mortality Table
                                                                              set forward three years for males only projected
                                                                              generationally with Scale AA from 2010.

The pension plan's policy in regard to the allocation of invested assets is established by PRIT. Plan 
assets are managed on a total return basis with a long term objective of achieving a fully funded status for 
the benefits provided through the pension plan. The long term expected rate of return on pension plan 
investments was determined using a building-block method in which best-estimate ranges of expected 
future real rates of return (expected returns, net pension plan investment expense and inflation) are 
developed for each major asset class. These ranges are combined to produce long-term expected rate of 
return by weighing the expected future real rates of return by the target asset allocation percentage and by 
adding expected inflation. Best estimates of arithmetic real rates of return for each major asset class 
included in the pension plan's target asset allocation as of January 1, 2014 are summarized in the following 
table:

Asset Class
Target 

Allocation
Long-Term Expected 

Rate of Return
Domestic equity   20.0%   6.6%
International developed markets equity   16.0%   7.1%
International emerging markets equity    7.0%   9.4%
Core fixed income   13.0%   2.2%
High-yield fixed income   10.0%   4.7%
Real estate   10.0%   4.4%
Commodities     4.0%   4.4%
Hedge fund, GTAA, risk parity   10.0%   3.9%
Private equity   10.0% 11.7%
     Total 100.0%
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Discount Rate

The discount rate used to measure the total pension liability was 7.75%. The projection of cash 
flows used to determine the discount rate assumed that plan member contributions will be made at the 
current contribution rates and that contributions will be made at rates equal to the difference between 
actuarially determined contribution rates and the member rates. Based on those assumptions, the pension 
plan's fiduciary net position was projected to be available to make all projected future benefit payments of 
current plan members. Therefore, the long-term expected rate of return on pension plan investments was 
applied to all period of projected benefit payments to determine the total pension liability.

Sensitivity Analysis

The following illustrates the sensitivity of the collective net pension liability to changes in the 
discount rate. In particular, the table presents the Plan's and the District's proportionate share of the 
collective net pension liability assuming it was calculated using a single discount rate that is one-
percentage-point lower or one-percentage-point higher than the current discount rate at December 31, 2015:

1% Decrease to 6.75% Current Discount Rate 7.75% 1% Increase to 8.75%
BCRA - Total Plan $798,489,114 $629,649,382 $ 486,357,107
District's proportionate share $  11,938,307 $    9,413,963 $     7,271,583

2.  Special Funding Situation - MTRS

Plan Description

The Massachusetts Teachers’ Retirement System (MTRS) is a public employee retirement system 
(PERS) that administers a cost-sharing multi-employer defined benefit plan, as defined in Governmental 
Accounting Standards Board (GASB) Statement No. 67, Financial Reporting for Pension Plans. MTRS is 
managed by the Commonwealth of Massachusetts (Commonwealth) on behalf of municipal teachers and 
municipal teacher retirees. The MTRS covers certified teachers in cities (except Boston), towns, regional 
school districts, charter schools, educational collaborative and Quincy College. The MTRS is part of the 
Commonwealth’s reporting entity and does not issue a stand-alone audited financial report. Financial 
information of the MTRS’ Pension Trust fund financial statements are contained in the Commonwealth’s 
Comprehensive Annual Financial Report (CAFR). The Commonwealth’s CAFR may be obtained by 
contacting the Comptroller’s office directly at One Ashburton Place #919, Boston, MA 02108.

Management of MTRS is vested in the Massachusetts Teachers’ Retirement Board (MTRB), which 
consists of seven members-two elected by the MTRS members, one who is chosen by the six other MTRB 
members, the State Treasurer (or their designee), the State Auditor (or their designee), a member appointed 
by the Governor, and the Commissioner of Education (or their designee), who services ex-officio as the 
Chairman of the MTRB.

The Commonwealth is a nonemployer contributor and is required by statute to make all actuarially 
determined employer contributions on behalf of the member employers. Therefore, these employers, 
including the Collaborative, are considered to be in a special funding situation as defined by GASB 
Statement No. 68, Accounting and Financial Reporting for Pensions and the Commonwealth is a 
nonemployer contributing entity in MTRS. Since the District does not contribute directly to MTRS, there is 
no net pension liability to recognize. However, the District is required to disclose the portion of the 
nonemployer contributing entities’ (the Commonwealth) share of the collective net pension liability that is 
associated with the District. In addition, the District must recognize its portion of the collective pension 
expense as both a revenue and pension expense.
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Benefits Provided

MTRS provides retirement, disability, survivor and death benefits to members and their 
beneficiaries. Massachusetts General Laws (MGL) establishes uniform benefit and contribution 
requirements for all contributory public employee retirement systems (PERS).  Those requirements provide 
for superannuation retirement allowance benefits up to a maximum of 80% of a member’s highest three-
year average annual rate of regular compensation. For employees hired after April 1, 2012, retirement 
allowances are calculated on the basis of the last five years or any five consecutive years, whichever is 
greater in terms of compensation. Benefit payments are based upon a member’s age, length of credible 
service, and group creditable service, and group classification. The authority for amending these provisions 
rests with the Legislature.

Members become vested after ten years of creditable service. A superannuation retirement 
allowance may be received upon the completion of twenty years of creditable service or upon reaching the 
age of 55 with ten years of service. Normal retirement for most employees occurs at age 65. Most 
employees who joined the system after April 1, 2012, cannot retire prior to age 60.

The MTRS’ funding policies have been established by Chapter 32 of the MGL. The Legislature has 
the authority to amend these policies. The annuity portion of the MTRS retirement allowance is funded by 
employees, who contribute a percentage of their regular compensation. Costs of administering the plan are 
funded out of plan assets.

Contributions

Member contributions for MTRS vary depending on the most recent date of membership:

Hire Date % of Compensation

Prior to 1975 5% of regular compensation
1975-1983 7% of regular compensation
1984 to 6/30/1996 8% of regular compensation
7/1/1996 to present 9% of regular compensation
7/1/2001 to present 11% of regular compensation (for teachers hired after 7/1/01 and 

those accepting provisions of Chapter 114 of the Acts of 2000)
1979 to present An additional 2% of regular compensation in excess of $30,000

Contributions are provided by the Commonwealth on behalf of the District based upon actuarially 
determined amounts. The nonemployer contributions made by the Commonwealth to the MTRS on behalf 
of the District was $2,298,707. The annuity portion of the MTRS retirement is funded by employees, 
through contribution of a percentage of their compensation as indicated above.

Pension Liabilities and expenses related to pensions

The collective net pension liability of the MTRS was determined by an actuarial valuation as of 
January 1, 2015, rolled forward to June 30, 2015 (measurement date). The following table illustrates the 
Plan's net pension liability and the Commonwealth's proportionate share associated with the District.



NAUSET REGIONAL SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2016

27

         2015
Total pension liability $ 45,918,711,000
Less:  plan fiduciary net position   (25,429,068,000)
     Net pension liability $ 20,489,643,000

Plan’s fiduciary net position as a percentage
  of total pension liability      55.38%

Commonwealth's proportionate share of collective net pension liability
   associated with the District $ 46,088,959
Commonwealth's proportionate share associated with the District as a 
  percentage of the total net pension liability        .224938%
Commonwealth's proportionate share of pension expense associated 
   with the District $   3,738,225

The Commonwealth's proportionate share of pension expense has been included on the District’s 
statement of revenues, expense, and fund balance under intergovernmental revenue and employee benefits
and other insurances expenses. In the Statement of Activities, these amounts are reported as Program 
Revenue Operating Grant and Contributions and employee benefits and other insurances expenses. As the 
net pension liability is a special funding situation, and the District does not contribute to MTRS, the District 
does not book a liability in the Statement of Net Position.

Actuarial Assumptions

The calculation used the following assumptions:

(1)(a) 7.5% investment rate of return, (b) 3.5% interest rate credited to the annuity savings 
fund and (c) 3.0% cost of living increase per year.

(2)Salary increases are based on analyses of past experience but range from 4.0% to 7.5% 
depending on length of service.

(3)Mortality rates were as follows:
a.Pre-retirement: reflects RP-2014 Employees table projected generationally with 

Scale BB and a base year of 2014 (gender distinct).
b.Post-retirement: reflects RP-2014 Healthy Annuitant table projected 

generationally with Scale BB and a base year of 2014 (gender distinct).
c.Disability: reflects RP-2014 Healthy Annuitant table projected generationally 

with Scale BB and a base year 2014 set forward 4 years.

Investment assets of the MTRS are with the Pension Reserves Investment Trust (PRIT) Fund. The 
long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future rates of return are developed for each major asset 
class. These rates are combined to produce the long-term expected rate of return by weighing the expected 
future rates of return by the target asset allocation percentage. Best estimates of geometric rates of return for 
each major asset class included in the PRIT Fund’s target asset allocation as of June 30, 2015 are 
summarized in the following table:



NAUSET REGIONAL SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2016

28

Asset Class
Target 

Allocation
Long-Term Expected 

Rate of Return
Global Equity   40.0% 6.9%
Core Fixed Income   13.0% 2.4%
Private Equity   10.0% 8.5%
Real Estate   10.0% 6.5%
Value Added Fixed Income   10.0% 5.8%
Hedge Funds     9.0% 5.8%
Portfolio Completion Strategies     4.0% 5.5%
Timber/Natural Resources     4.0% 6.6%
Total 100.0%

Discount Rate

The discount rate used to measure the total pension liability was 7.5%. The projection of cash flows 
used to determine the discount rate assumed that plan member contributions will be made at the current 
contribution rates and the Commonwealth’s contributions will be made at rates equal to the difference 
between actuarially determined contribution rates and the member rates. Based on those assumptions, the 
net position was projected to be available to make all projected future benefit payments of current plan 
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all 
period of projected benefit payments to determine the total pension liability.

Sensitivity Analysis

The following illustrates the sensitivity of the collective net pension liability to changes in the 
discount rate. In particular, the table presents the MTRS collective net pension liability assuming it was 
calculated using a single discount rate that is one-percentage-point lower or one-percentage-point higher 
than the current discount rate at June 30, 2015.

B.  Compensated Absences

Employees earn vacation and sick leave as they provide services. The cost of vacation and sick 
leave benefits is recorded as an expenditure of the applicable fund when incurred. Vacation and sick pay 
accumulates for various groups of employees based upon personnel by-laws and their respective collective 
bargaining agreements. Estimated unused vacation and sick leave which would be due in the amount of 
$200,000 to certain employees upon termination of employment and has been recorded as a liability in the 
accompanying Statement of Net Position.  

1% Decrease Current Discount 1% Increase
June 30, 2015 to 6.5%       Rate 7.5% to 8.5%

MTRS- Total $25,449,000,000 $20,489,643,000 $16,221,000,000
Proportionate share associated
  with District $       57,244,429 $       46,088,959 $       36,487,166
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C.  Other Post Employment Benefits

Plan Description

The District administers a single employer defined benefit plan which provides health and 
prescription drug benefits to substantially all retired employees and their spouses (plan members).  
Eligibility to retire under the District’s plan is based upon meeting one of the following conditions:

Members hired before April 2, 2012:
Group 1 and Group 2 (including teachers)
Retirees with at least 10 years of creditable service are eligible at age 55;
Retirees with at least 20 years of creditable service are eligible at any age.

Group 4
Retirees are eligible at age 55;
Retirees with at least 20 years of creditable service are eligible at any age.

Members hired on or after April 2, 2012:
Group 1 (including teachers)
Retirees with at least 10 years of creditable service are eligible at age 60.

Group 2 
Retirees with at least 10 years of creditable service are eligible at age 55

Group 4
Retirees are eligible at age 55;
Retirees with at least 10 years of creditable service are eligible at age 50.

Disability: Accidental (job-related) disability has no age or service requirement.
Ordinary (non-job related) disability has no age requirement but requires 10 years
of creditable service.

The plan has approximately 452 participants. These are comprised of approximately 221 and 231
active members and current retirees, beneficiaries, and dependents, respectively.

Funding Policy

The contribution rates of retirees are established by collective-bargaining agreements, 
Massachusetts General Law, and District ordinances. The required contribution is based on pay as you go 
financing requirements.  All benefits are provided through a third-party insurance carrier that administers, 
assumes, and pays all claims. The District contributes at least 50% of the insurance premiums with the 
remainder funded through retiree contributions.  

Annual OPEB Cost and Net OPEB Obligation

The District’s annual other post employment benefit (OPEB) cost (expense) is calculated based on 
the annual required contribution of the employer (ARC), an amount actuarially determined in accordance 
with the provisions of GASB Statement No. 45. The ARC represents a level of funding that if paid on an 
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities 
(or funding excess) over a period not to exceed thirty years. 
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The following table shows the components of the District’s annual OPEB cost for the fiscal year, 
the amount actually contributed to the plan, and changes in the District’s net OPEB obligation:

Governmental
Activities

Annual required contribution (ARC)   $ 2,249,572
Interest on net OPEB obligation       442,892
ARC adjustment       (359,212)

Annual OPEB cost    2,333,252
Contributions made       (887,768)

Increase in net OPEB obligation    1,445,484
Net OPEB obligation, beginning of year   $ 9,842,041

Net OPEB obligation, end of year   $11,287,525

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and 
the net OPEB obligation for 2016 and the two preceding years were as follows:

Fiscal Year
Ended

   Annual OPEB
    Cost

Percentage of 
Annual OPEB

Cost Contributed
    Net OPEB
    Obligation

6/30/2016 $ 2,333,252       38.05%  $ 11,287,525
6/30/2015 $ 2,212,943      36.64%  $   9,842,041
6/30/2014 $ 1,808,099       39.33%  $   8,440,008

Funding Status and Schedule of Funding Progress

The unfunded actuarial liability was determined using the level dollar thirty year open amortization 
basis.

Actuarial
Valuation

Date

(a)

Actuarial
Value of
Assets

(b)
Actuarial
Accrued
Liability
(AAL)

(b) – (a)

Unfunded
AAL

(UAAL)

(b) / (a)

Funded
Ratio

(c)

Covered
Payroll

[(b)-(a)]/(c)
UAAL as a
Percentage
of Covered

Payroll
6/30/2014 $               - $ 31,280,546 $ 31,280,546 0.00% N/A N/A
6/30/2012 $               - $ 22,349,944 $ 22,349,944 0.00% N/A N/A
6/30/2010 $               - $ 25,810,224 $ 25,810,224 0.00% N/A N/A

Actuarial valuations of an ongoing plan 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. 
The schedule of funding progress, presented in the required supplementary information following the 
financial statements, presents multiyear trend information about whether the actuarial value of plan assets is 
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.
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Actuarial Methods and Assumptions

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

Valuation date:                                                       June 30, 2014
Actuarial cost method:                                          Entry Age Normal
Amortization method:                                            Amortization payments increasing at 4.0%
Amortization period:                                              30 years open
Asset valuation method:                                         Market value
Investment rate of return:                                       4.5% pay-as-you-go scenario
Inflation rate:                                                          4.0%
Medical/prescription drug cost trend rate:             Under 65: 10% decreasing by 2.0% for 1 year and
                                                                                                 0.5% for 6 years to an ultimate rate
                                                                                                 of 5.0% per year.

                                                                                Over 65: 10% decreasing by 0.5% for 10 years to
                                                                                                an ultimate level of 5.0% per year.

Dental:                                                                                    2.0% for 1 year then 5.0% thereafter.
Part B reimbursement and/or penalties:                                  5.0%

Note 12.  Risk Management

The District is exposed to various risks of loss related to torts, theft of, damage to, and destruction 
of assets; errors and omissions, injuries to employees and natural disasters. The District carries commercial 
insurance for all risk except health insurance.

As discussed in Note 1, the District participates in the Cape Cod Municipal Health Group, a 
municipal joint-purchase group consisting of 54 governmental units, formed pursuant to Massachusetts 
General Law Chapter 32B to provide employee insurance benefits. Employees and the District both 
contribute to the Group. The District budgets, annually, in the general fund for its estimated share of 
contributions.  During the year, the District’s share of premiums paid to the Group were approximately 
$3,700,000.  As of June 30, 2015 the Group had audited net position of $20,149,789. Additional 
information related to the Group may be obtained by contacting the Group directly.

Note 13.  Commitments and Contingencies

The District receives significant financial assistance from Federal and State governmental agencies 
in the form of grants. The disbursement of funds received under these programs generally requires 
compliance with terms and conditions specified in the grant agreements and are subject to audit by grantor 
agencies, principally the federal and state government. Any disallowed claims resulting from such audits 
could become a liability of the general fund or other applicable fund. The amount, if any, of expenditures 
which may be disallowed by the grantor agencies cannot be determined at this time, although the District 
believes such disallowance, if any, would be immaterial.
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Note 14. Reclassification of beginning fund balances

The following table illustrates the reclassification in Fund Balance at the beginning of the 
year due to the roof & windows replacement capital project fund being completed in the prior year.

Roof & Other
Windows Governmental

Replacement Funds
Fund Balance, June 30, 2015 $   (3,444,752) $  1,558,690

  Reclassification of Capital Project Fund
  to Other Governmental Funds       3,444,752    (3,444,752)
Fund Balance, restated July 1, 2015 $                   - $ (1,886,062)

Note 15. GASB Pronouncements

The following are pronouncements issued by the Governmental Accounting Standards 
Board (GASB), which are applicable to the District’s financial statements:

Current pronouncements

The GASB issued Statement #72, Fair Value Measurement and Application, which was required to 
be implemented in fiscal year 2016. The pronouncement addressed accounting and financial reporting 
issues related to fair value measurements. The District implemented the pronouncement as applicable.

The GASB issued Statement #76, The Hierarchy of Generally Accepted Accounting Principles for 
State and Local Governments, which was required to be implemented in fiscal year 2016. The 
pronouncement replaced previously issued guidance and improves financial reporting by redefining the 
hierarchy of generally accepted accounting principles (GAAP).

The GASB issued Statement #79, Certain External Investment Pools and Pool Participants, which
was required to be implemented in fiscal year 2016. The pronouncement issues accounting and financial 
reporting guidance regarding qualifying external investment pools and state and local governments that 
participate in such external investment pools. The District implemented the pronouncement as applicable.

Future pronouncements

The GASB issued Statement #74, Financial Reporting for Postemployment Benefit Plans Other 
Than Pension Plans, which is required to be implemented in fiscal year 2017. The pronouncement objective 
is to improve the usefulness of information about other postemployment benefits (OPEB) included in the 
general purpose external financial reports. The District will evaluate the implementation of the 
pronouncement as applicable. 

The GASB issued Statement #75, Financial Reporting for Postemployment Benefits Plans Other 
Than Pensions Plans, which is required to be implemented in fiscal year 2018. The pronouncement replaces 
previously issued guidance and establishes new accounting and financial reporting requirements for 
governments whose employees are provided other post-employment benefits. The District expects the 
implementation of the pronouncement to have a material effect on the financial statements. 
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The GASB issued Statement #81, Irrevocable Split-Interest Agreements, which is required to be 
implemented in fiscal year 2017. The pronouncement issues guidance improving accounting and financial 
reporting for these agreements which are used by donors to provide resources to two or more beneficiaries, 
including governments. The District will evaluate the implementation of the pronouncement as applicable.

The GASB issued Statement #82, Pension Issues - An Amendment of GASB Statement No. 67, No. 
68 and No. 73 which is generally required to be implemented in fiscal year 2018. The pronouncement 
addresses certain classification, presentation and other issues raised with previous Statements addressing 
pension obligations. The District expects to implement the pronouncement as applicable.

***************************
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Schedule of pension plan contributions

A. Barnstable County Retirement Association

The Barnstable County Retirement Association (the Plan) is a multiple-employer, cost sharing contributory defined benefit pension plan covering 
eligible employees (except for school department employees who serve in a teaching capacity). Based upon the actuarial valuation date of the 
Plan of January 1, 2014, (current year) the following is presented.

2015 2014
Total pension liability 1,502,651,474$      1,426,632,712$      
Less:
   Plan fiduciary net position (873,002,091)         (862,069,292)         

Net pension liability 629,649,383$         564,563,420$         

Plan fiduciary net position as a
  percentage of total pension liability 58.10% 60.43%

District's proportionate/allocated share of collective net pension liability 9,413,963$             7,583,303$             
District's proportionate share of pension expense 1,185,473$             743,240$                
District's share of collective net pension liability as a percentage of the total 1.495% 1.343%
Actuarially determined contribution 804,792$                699,654$                
Contributions in relation to actuarial determined contribution (804,792)$              (699,654)$              

Contribution deficiency(excess) $                            $                            

District's covered payroll 4,146,007$             3,523,223$             
District's contributions as a percentage of covered payroll 19.41% 19.86%
District's proportionate share of the collective net pension liability as a
   percentage of covered payroll 227.06% 215.24%

Note: This schedule is intended to present information for 10 years.  Until a 10 year trend is compiled, 
information is presented for those years for which information is available.

See Independent Auditor's Report.
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B. Special Funding Situation - Massachusetts Teachers Retirement System (MTRS)

The Commonwealth of Massachusetts is a nonemployer contributor and is required by statute to make all actuarially determined employer 
contributions on behalf of member employers. Therefore, these employers are considered to be in a special funding situation as defined by GASB
and the Commonwealth is a nonemployer contributing entity in the MTRS (the Plan). Since the District does not contribute directly to the MTRS,
there is no net pension liability to recognize for each employer. Based upon the actuarial valuation of the Plan as of June 30, 2015, 
rolled forward from actuarial valuation date of January 1, 2015,  the following is presented.

2015 2014
Total pension liability 45,918,711,000$    41,435,000,000$    
Less:
   Plan fiduciary net position (25,429,068,000)    (25,538,646,000)    

Net pension liability 20,489,643,000$    15,896,354,000$    

Plan fiduciary net position as a
  percentage of total pension liability 55.38% 61.64%

Commonwealth's proportionate/allocated share of collective net pension liability
   associated with the District 46,088,959$           35,785,470$           
Commonwealth's proportionate share of collective pension expense 
   associated with the District 3,738,225$             2,486,188$             
Commonwealth's proportionate share of collective net pension liability as a 
   percentage of the total associated with the District 0.225% 0.225%
Actuarially determined contribution 2,298,707$             2,110,204$             
Contributions in relation to actuarial determined contribution (2,298,707)$           (2,110,204)$           

Contribution deficiency(excess) $                            $                            

District's covered payroll (approximate) 14,258,557$           13,803,064$           
District's contributions as a percentage of covered payroll 16.12% 15.29%
District's proportionate share of the collective net pension liability as a
   percentage of covered payroll 323.24% 259.26%

Note: This schedule is intended to present information for 10 years.  Until a 10 year trend is compiled, 
information is presented for those years for which information is available.

See Independent Auditor's Report and notes to required supplementary information.
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See Independent Auditor’s Report.
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Schedule of Funding Progress – District’s Other Post Employment Benefits (OPEB) Plan

The schedule of funding progress presents multiyear trend information about whether the 
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial 
accrued liabilities for benefits. The unfunded actuarial accrued liability was determined using the level 
dollar thirty year open amortization basis.

Actuarial
Valuation

Date

(a)

Actuarial
Value of
Assets

(b)
Actuarial
Accrued
Liability
(AAL)

(b) – (a)

Unfunded
AAL

(UAAL)

(b) / (a)

Funded
Ratio

(c)

Covered
Payroll

[(b)-(a)]/(c)
UAAL as a
Percentage
of Covered

Payroll
6/30/2014 $               - $ 31,280,546 $ 31,280,546 0.00% N/A N/A
6/30/2012 $               - $ 22,349,944 $ 22,349,944 0.00% N/A N/A
6/30/2010 $               - $ 25,810,224 $ 25,810,224 0.00% N/A N/A

Actuarial valuations of an ongoing plan 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.  The schedule of funding progress, presented in the required supplementary information 
following the financial statements, presents multiyear trend information about whether the actuarial value 
of plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

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

Valuation date:                                                  June 30, 2014
Actuarial cost method:                        Entry Age Normal
Amortization method:                        Amortization payments increasing at 4.0%
Amortization period:                        30 years open
Asset valuation method:                        Market value
Investment rate of return:                        4.5% pay-as-you-go scenario
Inflation rate:                        4.0%
Medical/prescription drug cost trend rate:                      Under 65: 10% decreasing by 2.0% for 1 year and
                                                                             0.5% for 6 years to an ultimate rate
                                                                                                 of 5.0% per year.

                                                                                                      Over 65: 10% decreasing by 0.5% for 10 years to
                                                                                                                      an ultimate level of 5.0% per year.

Dental:                                         2.0% for 1 year then 5.0% thereafter.
Part B reimbursement and/or penalties:                            5.0%
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Variance with

Final Budget

Original Final Positive

Budget Budget Actual (Negative)

Revenues

     Assessments to member towns:

        Brewster 9,770,277$     9,770,277$     9,770,277$     $                      

        Eastham 4,994,065       4,994,065       4,994,065                               

        Orleans 3,888,007       3,888,007       3,888,007                               
        Wellfleet 2,580,829       2,580,829       2,580,829                               

          Total assessments 21,233,178     21,233,178     21,233,178                             

     Other intergovernmental 3,952,608       3,952,608       4,098,484       145,876            

     Tuitions 1,776,780       1,776,780       2,032,655       255,875            

     Interest 16,512            16,512              
     Departmental and other 860,090          860,090          944,831          84,741              

          Total revenues 27,822,656     27,822,656     28,325,660     503,004            

Expenditures

     Administration 1,492,735       1,475,379       1,430,585       44,794              

     Instruction 18,264,401     16,780,140     16,547,312     232,828            

     Support 2,705,763       2,676,103       2,543,975       132,128            

     Operations and maintenance 1,834,385       1,804,672       1,710,403       94,269              

     Employee benefits and other insurances 5,038,641       5,038,641       4,922,782       115,859            

     Tuitions 3,215,205       3,215,205       3,366,981       (151,776)          
     Debt service 464,100          464,100          464,100                                  

          Total expenditures 33,015,230     31,454,240     30,986,138     468,102            

Revenues over (under) expenditures (5,192,574)      (3,631,584)      (2,660,478)      971,106            

Other financing sources (uses)

     Transfers in from other funds 2,653,344       2,653,344       2,653,344                               
     Transfers to other funds                                             (910)                (910)                 

          Total other financing sources (uses) 2,653,344       2,653,344       2,652,434       (910)                 

Revenues and other financing sources over
     (under) expenditures and other financing uses (2,539,230)      (978,240)         (8,044)$           970,196$          

Other budget items

     Carryover Encumbrances 2,039,230       478,240          
     Use of excess and deficiency funds 500,000          500,000          

          Net budget $                    $                    

See Independent Auditor's Report and notes to the Budgetary Comparison Schedule.
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Note 1. Budgetary Basis of Accounting

Budgets are prepared on a basis other than accounting principles generally accepted in the United 
States of America (GAAP).  The “actual” results column of the Budget Comparison Schedule – General 
Fund are presented on a “budget basis” to provide a meaningful comparison with the budget.  Budgets for 
grants and certain revenues from revolving funds accounted for in Special Revenue Funds are not required 
to be prepared under the General Laws of Massachusetts.  Accordingly, a comparison of actual to budgeted 
results of operations for the Special Revenue Funds is not presented in the accompanying financial 
statements.  Budgets for various special revenue funds utilized to account for specific grant programs are 
established in accordance with the requirements of the Commonwealth or other grantor agencies.

A reconciliation of the budgetary-basis to GAAP-basis results for the General Fund for the fiscal 
year ended June 30, 2016, is presented below:

Revenues Expenditures
Other Financing

Sources (Uses), Net

As reported on a budgetary basis $ 28,325,660 $ 30,986,138 $ 2,652,434
Change in accrued salaries           (443,339)
Adjustment of revenues to modified accrual (11,250)                        
Reclassification of bond premium, net (27,150)            37,163 64,313
State funded teacher’s pension    3,738,225      3,738,225                  -

As reported on a GAAP basis $ 32,025,485 $ 34,318,187 $ 2,716,747
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