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The Comprehensive Annual Financial Report of School District No. 1 in the City and County of Denver 
and State of Colorado (the "Schooi District") for the fiscal year ended June 30,2006, is hereby submitted, 
in compliance with 29-1-603 of the Colorado Revised Statutes and the by-laws of the Board of Education. 
This report was prepared by the Financial Services Depament and includes the report of the independent 
auditors, Clifton Gunderson LLP. The responsibility for both the accuracy of the presented data and the 
completeness and fairness of the presentation, including all disclosures, remains with the School District. 
To the best of our knowledge and belief, the data presented is accurate in all material respects and is 
presented in a manner designed to fairly set forth the financial position and results of operations of the 
School District as measured by the financial activity of its various funds. All disclosures necessary to 
enable the reader to gain an understanding of the School District's financial affairs have been included. 

The Comprehensive Annual Financial Report ("CAFR) is presented in four sections: introductory, 
financial, statistical, and the Colorado Department of Education report. 

The introductory section includes this transmittal letter, the School District's organizational chart, a 
list of principal officials and a reproduction of  the 2005 GFOA Certificate of Achievement and the 
2005 ASBO Certificate of Excellence; 
The financial section includes management's discussion and analysis, the basic financial statements, 
required supplementary infomation, and other supplementary information, a s  well as the independent 
auditors' report on the financial statements and schedules; 
The statistical section includes selected financial and demographic information, generally presented 
on a multi-year basis; and 
The fourth section is presented in compliance with 29-1-603 of the Colorado Revised Statues, which 
requires that the Comprehensive Annual Financial Report contain a fiscal year report of receipts and 
expenditures for each of the funds in a format prescribed by the Colorado Department of Education. 

Management's Discussion and Analysis is included in the financial section and provides an overview of 
the School District's operations for fiscal year 2006. The independent auditors' reports on the School 
District's internal control over financial reporting and compliance and other matters are included in the 
Single Audit reports, which are presented separately. 

This CAFR includes all the financial activity of the School Disb-ict. The School District serves the City 
and County of Denver. Though its boundaries are coterminous with those of the City, the School District 
is a fiscally and politicalIy independent subdivision operating under the school laws of the State of 
Colorado. In defining and determining the School District as an appropriate reporting entity, the School 
District has considered the scope of public services of various 'associations and entities. More 
specifically, these considerations include, but are not limited to, the School District's ability to select 
another entity's governing authority or management, to significantly influence operations, to approve 
budgetary appropriations and revisions and the Schooi District's responsibilities to fund deficits and 
operating deficiencies. Using the above considerations, the School District has included the Denver 
School Facilities Leasing Corporation, using the blended method, in its financial statements. 

DENVER PUBLIC SCHOOLS DEPARTMENT OF FINANCIAL SERVICES 
900 Grant Slreet Denver, CO 80203 



Additionally, the Denver Public SchooIs Foundation and School District's charter schools have been 
included as discretely presented component units. 

ECONOMIC COIVDITIIONAND OUYZOOK 
The School District receives a majority of its General fund revenues from the Public School Finance Act 
funding formula, categorical program support from the state, and four voter-approved property tax mill 
levy overrides. 

In November 2000, the Colorado voters approved Amendment 23, "Funding for Public Schools", which 
requires that the statewide base per pupil funding and the total State funding for categorical programs 
increase by at least the rate of inflation plus one-percent for the ten-year period beginning FY 200 1-02, 
and by at least the rate of inflation thereafter. In addition, State revenues collected from a tax of one- 
third of one-percent on federal taxable income shall be deposited into the State Education Fund. The 
State cannot use the State Education Fund monies to supplant the level of Public School Finance Act and 
categorical funding appropriated in the State general fund existing for FY 1999-2000; and, for the ten- 
year period through FY 2010-201 1, the State must annually increase its State general fund support for 
Public School Finance Act funding by a minimum of five percent. This State minimum general fund 
growth is not r e q u i ~ d  in any fiscal year that Colorado personal income grows by less than four and one- 
half percent beween the two previous caIendar years. The State Education Fund monies can be used to 
fund what additional amounts are needed as required by Amendment 23 and any remaining funds can be 
used to support certain educational progmms, as appropriated by the State General Assembly. As a result 
of the passage of Amendment 23, School Finance Act formula funding has increased each year for the 
School District by approximately the rate of inflation plus one-percent plus enrollment growth. 
Enrollment, in this regard, had been relatively flat for the School District over the last few years and is 
expected to continue so in the near future. 

No school district may levy General Fund taxes at a rate greater than that allowed by the Public SchooI 
Finance Act unIess authorized to do so at a general election or at a special election in November in odd- 
numbered years. The maximum amount of the revenue increase may not exceed 20% of the formuIa 
amount. Specific ownership tax revenue attributable to an override levy and to a bond redemption levy 
that is not used to satisfy bonded indebtedness must be applied towards the 20% override limit. In 
November 1988, November 1998, November 2003 and November 2005, the voters of Denver approved 
overrides of $12,099,253, $ I7 million, $20 milIion and $25 million, respectively, for an indefinite period 
of time. All but the first measure are targeted to fund specific programs or initiatives. Based on 
estimated formula funding for FY 2006-07 and a 20% override limit, the maximum additional override 
property taxes that could be requested of the voters by the School District if an election were held in 
November 2006 is $7.4 million. 

For FY 2006-2007, the General Fund revenues for the School District are anticipated to be $583.1 
million, inclusive of transfers in from other funds, compared to $576.1 million for FY 2005-2006, or a $7 
million increase, attributable to the anticipated increase in Public School Finance Act formula and 
categorical program funding. The School Disbict's other funds include special revenue funds from 
grants, athletic events, and private contributions; bond redemption fund taxes and reserves; capital reserve 
fund and internal service fund support from the general fund and other funds; bond proceeds from the 
January 2004 sale of general obligation bonds; food service enterprise hnds from food sales and federa1 
subsidies; and various trust funds. For FY 2006-2007, sources for the other funds continue to be on the 
rise, while the proceeds from prior general obligation bond sales arc being spent down. 



MAJOR l N I T . T I W S  

Capital Improvement Plan 
In 2003, the School District updated its Capital Improvement Plan and analyzed its capital needs in light 
of continuing enrollment growth and Denver property deveIopment, aging school buildings, and 
educational program requirements in anticipation of a bond referendum to come before the voters. 

On November 4, 2003, the registered voters of Denver authorized the issuance of $310.8 million in 
genera1 obligation bonds. In January 2004, the $3 10.8 million of bonds were issued for the following 
purposes: (1)  construct, acquire, renovate, improve, make additions to, furnish and equip school 
buildings and grounds within the School District, (2) to refund the certificates of participation issued in 
2000,2001, and 2003, (3) purchase of a municipal bond insurance policy, and (4) pay the costs of issuing 
the bonds. This initiative is to support a three-year capital improvements program with plans to go before 
the voters after three years for any additional needs. 

In July 2005, the School District issued $130.29 million of Series 2005A general obligation refunding 
bonds to advance refund % 14 1.895 million of Series 1999 bonds, which resulted in a present value savings 
from the refunding of $9.3 million. 

The School District's Capital Improvement Plan has been updated by management for the condition of 
existing schools. In addition, management continues to meet with City agencies and developers to 
discuss future school sites at the Stapleton Urban Redevelopment Area, for which schools wiIl be funded 
with tax increment financing approved by the City pursuant to an Urban Renewal Plan and a May 2004 
School Funding Agreement entered into between the Denver Urban Renewal Authority and the School 
District. 

Pro fessiional Compensation for Teachers Mill Levy Override 
Denver Public Schools Professional Compensation System ("ProCornp") is a groundbreaking 
compensation system that links teacher pay to the Denver Public School's instructional mission. Designed 
in a parhership between the Denver Classroom Teachers Association (DCTA) and the School District, 
ProComp has received national attention because it rewards teachers for their professional 
accompIishments while Iinking pay to student achievement. ProComp promotes improved student 
achievement by: 

Rewarding teachers with bonuses and salary increases for improved student performance 
Encouraging talented teachers to work in schools and assignments with the greatest needs 

ProComp helps attract and retain top quality teachers by: 
Allowing teachers to have more direct control of their career wilh options that reward them for 
increased knowledge and skills 
Offering salary incentives for satisfactory professional evaluations 

Denver voters went to the polls on November 1,2005, to approve the $25 million mill levy to pay for the 
new system. The ProComp mill levy dollars are to be used to pay for the difference between the amount 
of compensation paid to School District generaI-operating-fund-paid DCTA members who are paid 
pursuant to the ProComp Agreement and what they wouId have been paid pursuant to the Master 
Agreement. In addition, the ProComp mill levy dollars are to be used for reasonable and necessary 
expenses of administering the Denver Public Schools Professional Compensation System for Teachers 
Trust ("Trust") such as legal and other professional fees, Trustee expenses, the rental or leasing of 
equipment and supplies as needed by the Trust. The Trust, which is a part of the School District and 
accounted for in a special revenue fund, is  responsibIe for receiving the ProComp mill levy tax dollars 



from the Denver Public Schools, managing and distributing these funds. One of the most important 
functions of the Trust is to ensure that ProComp is financiallj stable over time. The Trust also is 
responsible for monitoring how the School District spends the monies derived from the Trust and 
ensuring that they are spent only for ProComp related expenses and spent in a manner consistent with the 
ProComp Agreement. The Denver Public Schools Teacher Compensation Trust Agreement was 
approved by the School District Board of Education and ratified by the DCTA Executive Board. The first 
tax dolIars from the November I,  2005, Denver voter-approved mill levy were received by the School 
District on February 10,2006 from the City and County of Denver for January 2006. 

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

Single A udii 
As a recipient of federal, state and 1ocaI financial assistance, the School District is also responsible for 
maintaining effective internal control to ensure compliance with applicable Iaws and regulations related to 
those programs. This system of internal controI is subject to periodic evaluation by management and the 
internal audit staff of the School District. 

As a part of the School District's single audit, tests are made to determine the adequacy of its internal 
control (however, not to provide assurance on the internal control), incIuding that portion related to 
federal financial assistance programs, as well as to determine that the School District has complied with 
applicable laws and regulations. 

Accounting and Budgetary Controls 
The School District maintains its records on the f u I I  accrual basis for proprietary finds, on the modified 
accrual basis for all other funds except the general h n d  and capital funds which are on the non-GAAP 
budgetary basis, which is modified accrual for revenues (with the exception of forward delivery 
agreement proceeds and the general fund state transportation payment which are recognized on the cash 
basis), and encumbrances are recorded as expenditures and changes in accrued payroll are excluded for 
budgetary purposes. For financial statement presentation purposes, the modified accrual basis of 
accounting is followed for all governmental funds and similar fiduciary fund types. The management's 
discussion and analysis and the notes to financial statements expand upon this and other accounting 
policies. All of the School District's funds are presented in this report and have been audited by the 
School Dishict's independent auditors, Clifton Gunderson LLP. The financial statements have been 
prepared in accordance with the Standards of the Governmental Accounting Standards Board. The 
Association of School Business Officials International has also adopted the standards. 

In developing and evaluating the School District's accounting system, consideration is given to the 
adequacy of the internal accounting controls. Such controls are designed to provide reasonable, but not 
absolute, assurance regarding: (1) the safeguarding of assets against loss from unauthorized use or 
disposition and (2) the reliability of financial records for preparing financial statements and maintaining 
accountability for assets. We klieve that the School District's internal accounting controls adequately 
safeguard assets and provide reasonable assurance of the proper recording of financial data. 



Budgetary control (that is, the Ievel at which expenditures cannot exceed the appropriated amount) is 
maintained at the total fund level for each individual fund. Encumbrance accounting, under which 
purchase orders, contracts, and other commitments for the expenditure of monies are recorded in order to 
reserve a portion of the applicable appropriation, is employed as an extension of formal budgetaq 
integration in all its funds. Encumbrances outstanding at year-end are reported as reservations of fund 
balances since they do not constitute expenditures or liabilities. Variances from the budget are reported to 
the School District's management and Board of Education on a monthly basis. 

Cash Management 
In keeping with prudent fiscal management, receipts were deposited and invested on a frequent basis in 
order to minimize idle funds. Funds were deposited in public depositories as designated by the Banking 
Board and the Commissioner of Financial Services, and approved by the Board of Education. 

Also, it was necessary for the School District to participate in the State of Colorado's School District 
Cash Flow Program by borrowing $177.5 million throughout the fiscal year in order to meet operating 
expenditures since the property tax receipt of significant amounts are not received until March, April, 
May and June. The loan was repaid during the months of March, May, and June 2006. 

Risk Management 
The Self-Insurance Fund, accounted for as an Internal Service Fund, contains the financial activity 
supporting a portion of the School District's worker's compensation program and all of the property and 
liability insurance programs. The worker's compensation program is a structured self-financed program 
with the State of Colorado whereas the property and liability insurance program is administered by the 
Colorado School Districts Self-Insurance Pool wherein risk is managed for aI1 members. The Iatter was 
established with the intent to reduce Colorado school districts' long-tenn burden for property and liabiliw 
insurance premiums. Revenue for the Self-Insurance Fund is generated primarily through a purchased 
service by the General Fund (other funds reimburse the General Fund). A professional risk manager 
oversees the risk management program with the charge of developing and implementing measures for the 
purposes of minimizing the School District's risks and related losses. 

Financial Policies 
The School District adopted a Contingency Reserve Policy in January 2005 requiring that the Genera1 
Fund set aside a 1% Contingency Reserve beginning FY 2005-2006, to grow to 2% for FY 2006-2007 
and then 3% for ensuring fiscal years. At the same time, the School District established a Retiree Health 
Benefit Trust effective July 1,2005, for which lump-sum deposits would be made on July 1 of 2005,2006 
and 2007, in addition to monthly contributions. 

OTHER INFORMA TION 

Independent Audit 
The Revised Statutes of the State of Colorado require an annual audit by independent certified public 
accountants. The accounting firm of Clifton Gunderson LLP was selected by the School District's Board 
of Education. In addition to meeting the requirements set forth in State statutes, the audit ako was 
designed to meet the requirements of the federal Single Audit Act Amendment of 1996 and related Ofice 
of Management and Budget Circular A-f 33. The independent auditors' report on the basic financial 
statements and combining and individual fund statements and schedules i s  included in the financial 
section of this report. 

A wards 
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to School District No. 1 in the City and 



County of Denver for its comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 
2005. This was the twenty-first consecutive year that the Schobl District has achieved this prestigious 
award. Jn order to be awarded a Certificate of Achievement, a government must publish an easily 
readable and efficiently organized comprehensive annual financial report. This report must satisfy both 
generally accepted accounting principles and applicable legal requirements. 

A Certificate of Achievement is  valid for a period of one year only. We believe that our current 
comprehensive annual financial report continues to meet the Certificate of Achievement Program's 
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate. 

In addition, the School District was awarded the Certificate of Excellence in Financial Reporting from the 
Association of School Business Officials International (ASBO) for its CAFR for the fiscal year ended 
June 30, 2005. This award certifies that the report substantially conforms to the principIes and standards 
of financial reporting as recommended and adopted by ASBO. An expert ASBO Panel of Review 
consisting of certified public accountants and practicing school business oficials grants the award only 
after an intensive review of the financial report. To receive the award is recognition that the School 
District has met the highest standards of exceIIence in school financial reporting. A Certificate of 
ExcelIence is valid for a period of one year only. School District No. 1 in the City and County of Denver 
has received a Certificate of Achievement for the last eight consecutive fiscal years. We believe our 
current report continues to conform to the Certificate of ExceIlence program requirements, and we are 
submitting it to the ASBO. 

Acknowledgement 
The preparation of this report could not have been accomplished without the cooperation and the efficient 
dedicated services of the entire administrative staff of the School District. We would especially like to 
express our appreciation to the members of the Board of Education for their interest and support in 
conducting the financial affairs of the School District during the year. 

Respectfully submitted, 

lsNelma A. Rose 
Chief Financial Officer 

/s/Marjorie S. Uhlar 
Controller 
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Clifton 
Gundemn LLP 
Certified Public Accountants & ConsuItanls 

Independent Auditor's Report 

Members of the Board of Education 
School District No. 1 in the City and County of Denver and State of Colorado 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund, 
and the aggregate remaining fund information of School District No. 1 in the City and County of 
Denver and State of Colorado (the District) as of and for the year ended June 30, 2006, which 
collectiveIy comprise the District's basic financial statements as listed in the table of contents. 
These financial statements are the responsibility of the District's management. Our 
responsibility is to express opinions on these financial statements based on our audit. We did not 
audit the financial statements of the discretely presented component units, except for Pioneer 
Charter School. That portion of the discretely presented component units which we did not audit 
reflects total assets constituting 98% of the discretely presented component units' total assets at 
June 30, 2006 and 96% of the discretely presented component units' total revenues for the year 
ended June 30, 2006. Those statements were audited by other auditors whose reports have been 
furnished to us, and our opinions, insofar as they relate to the amounts included for the District, 
are based solely on the reports of such other auditors. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States OF h e r i c a  and the standards applicable to financial audits contained in Government 
Auditing Stamdartls, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are kee of material misstatement. Of the discretely presented component 
units, only the financial statements of the Pioneer Charter School and Ridge View Academy 
were audited in accordance with Governnretzr Auditing Standards. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as we11 as evaluating the overall financial statement presentation. We believe that 
our audit and the reports of other auditors provide a reasonable basis for our opinions. 

In our opinion, based on our audit and the reports of the other auditors, the financial statements 
referred to above present fairly, in a11 material respects, the respective financial position of the 
governmental activities, the business-type activities, the aggregate discretely presented 
component units, each major fund, and the aggregate remaining fund information of the District 
as of June 30, 2006, and the respective changes in financial position and cash flows, where 
applicable, thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 



In accordance with Governmenr Audifing Statzdards, we have also issued our report dated 
November 10, 2006 on our consideration of the District's internal conbol over financia1 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts 
and grant agreements and other matters. The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Govemnzenf Auditing 
Standards and should be considered in assessing the results of our audit. 

The management's discussion and analysis and budgetary comparison information on pages 11.3 
through IT. 12 and n.80 through 11.84 are not a required part of the basic financial statements but 
are supplementary information required by accounting principles generally accepted in the 
United States of America. We have applied certain limited procedures, which consisted 
principally of inquiries of management regarding the methods of measurement and presentation 
of the required supplementary information. However, we did not audit the information and 
express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the ftnancial statements that 
collectiveIy comprise the District's basic financial statements. The combining nomajor and 
individual fund financial statements and schedules and the CDE Report listed in the table of 
contents are presented for purposes of legal compliance and additional analysis and are not a 
required part of the basic financial statements. Such information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is 
fairly stated. in all material respects, in relation to the basic financial statements taken as a 
whole. 

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

Greenwood Village, Colorado 
November 10,2006 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

MANAGEMENTS DISCUSSION AND ANALYSIS 
YEAR ENDED JUNE 30,2006 

As management of Denver PubIic School District No. 1 in the City and County of Denver and 
State of Colorado (the "School District"), we offer readers of the School District's 
Comprehensive Annual Financial Report this narrative overview and analysis of the financial 
activities of the School District for the fiscal year ended June 30,2006. We encourage readers to 
consider the information presented here in conjunction with additional information that is 
presented in the letter of transmittal, which starts on page I. 1 of this report. 

Financial Highlights 

On the Statement of Net Assets, the School District's primary government net assets 
(liabilities) are reported as $(331.8) million. This is primarily due to totaI long-term 
liabilities (due within one year and due after one year) of $1,154.7 million. $707.0 
million of the long-term liabilities relate to bonds payabIe, which will be paid with 
Denver voter-approved future property tax collections that are reshcted to the repayment 
of this debt and are not currently shown as assets. $31 1.5 million of the long-term 
liabilities relate to certificates of participation that were issued in 1997 and 2005 to 
advance fund pension related costs. 

On the Statement of Activities general revenues accounted for $604.2 million or 81 
percent of the $747.6 million in total revenues. Program specific revenues in the form of 
charges for services and sales, grants and contributions, accounted for $143.4 million or 
19 percent of total revenues. 

Outstanding long-term and current debt decreased to $1,154.7 rniIlion from $1,189.8 
million in 2006 primarily due to the normal retirement of debt. 

w On the Balance Sheet, fund balance of the School District's governmental funds, 
decreased by $89.8 million resulting in an ending fund balance of $262.6 miIlion. This 
decrease is primarily due to the expenditure of general obligation bond proceeds in the 
building fund. 

Overview of the Financial Statements 

Management's discussion and analysis is intended to serve as an introduction to the School 
District's basic financial statements. The basic financia1 statements consist of three components: 
1)  government-wide financial statements, 2) fund financial statements, and 3) notes to the 
financial statements. This report also contains required supplementaty information and other 
supplementary information in addition to the basic financial statements. 

The government-wide financial statements are designed to provide readers with information 
about the School District as a whole using accounting methods similar to those used by private- 
sector businesses. 

The statement of net assets includes all of the School District's assets and liabilities, with the 
difference between the two reported as net assets to the exclusion of fiduciary funds. Over time, 
increases or decreases in net assets may serve as a useful indicator of whether the financial 
position of the School District is improving or deteriorating. 



SCHOOL DISTRICT NO. 1 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED JUNE 30,2006 

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

The government-wide financial statements consol idate the governmental and internaI service 
activities that are supported from taxes and intergovernmental revenues. In the government- 
wide financial statements, the School District's activities are divided into two categories: 

Governmento2 activifies: Most of the School District's basic services are included here, 
such as instruction, transportation, maintenance and operations, and administration. 
Taxes and intergovernmental revenues principally support these activities. 

Business-type activities: The food service program is intended to recover ail or a 
significant portion of their costs through fees, charges, and governmental 
reimbursements. 

The government-wide financial statements include not only the School District itself (known as 
the primary government), but also the legally separate Denver Public Schools Foundation and 
charter schools as component units of the School District. Financial information for these 
component units is reported separately from the financial information presented for the primary 
government itself. The Denver School Facilities Leasing Corporation has been incIuded as a 
blended component unit. 

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 fund financial statements provide more 
detailed information about the School District's operations, focusing on its most significant or 
"major" funds, not the School District as a whole. The School District has three kinds of funds: 
govemmenta1 funds, proprietay funds, and fiduciary funds. 

Governmental fun&: Most of the School District's basic services are included in governmental 
funds, which generally focus on (1) how cash and other financial assets that can readily be 
converted to cash flow in and out and (2) the balances lefi at year-end that are available for 
spending. Consequently, the governmental funds statements provide a detailed short-term view 
that helps determine the status of financial resources that can be spent in the near future to 
finance the SchooI District's programs. 

Because the focus of govenunental finds is narrower than that of the government-wide financial 
statements, it is usefhl to compare the information presented for governmental hnds with similar 
information presented for governmental activities in the government-wide financial statements. 
Thus, readers may better understand the long-term impact of the government's near-tern 
financing decisions. Both the governmental find balance sheet and the governmental fund 
statement of revenues, expenditures, and changes in fund baIances provide a reconciliation to the 
government-wide financial statements in order to facilitate this comparison between 
governmental funds and governmental activities. 



SCHOOL DISTRICT NO. 1 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED JUNE 30.2006 

The School District maintains eight individual governmental funds. Information is presented 
separately in the governmental f ind  balance sheet and in the governmental fund statement of 
revenues, expenditures, and changes in fund balances for the general fund, the special revenue 
fund, ProComp special revenue fund, the bond redemption (debt service) fund, the capital 
projects building fund and the capital reserve fund, all of which are considered to be major 
funds. Data for the other two governmental funds (pupil activity fund and permanent fund) is 
combined into a single, aggregated presentation. Individual fund data for each of these nonmajor 
governmental funds i s  provided in the form of combining statements elsewhere in this report. 

Proprietav funds: The School District maintains two different types of proprietary funds. 
Enterprise funds are used to report the same functions presented as business-type activities in the 
government-wide financial statements. The School District uses enterprise finds to account for 
its food services fund. Internal service funds are an accounting device to accumulate and 
allocate costs internally among the School District's various functions. The School District uses 
internal service funds to account for its self insurance, DOTS (Department of Technology 
Services) service bureau, maintenance, and warehouse activities. Because all of these services 
predominantly benefit governmental rather than business-type functions, they have been 
included within the governmental activities in the government-wide financial statements. 

Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail. The internaI service funds are combined into a single, 
aggregated presentation in the proprietary fund financial statements. IndividuaI fund data for the 
internal service funds is provided in the form of combining statements elsewhere in this report. 

Fiduciary funds: Fiduciary funds are used to account for resources held for the benefit of 
parties outside the School District. Fiduciary funds are not reflected in the government-wide 
financial statement because the resources of those funds are not available to support the School 
District's own programs. The accounting used for fiduciary funds is much like that used for 
proprietary funds. 

Notes to thefinancial stutements: The notes provide additional information that is essential to a 
f i l l  understanding of the data provided in the government-wide and fund financial statements. 

Ofher information: In addition to the basic financial statements and accompanying notes, this 
report also presents required supplementary information concerning the School District's annual 
appropriated budgets with comparison staternents that demonstrate compliance with budgets for 
the general fund and special revenue fund. 

The combining statements referred to earlier in connection with nonmajor governmental funds 
are presented immediately following the required supplementary information. These are 
followed by scheduIes of revenues, expenditures, encumbrances and changes in fund balance - 
budget and actual (non-GAAP budget basis) for the School District's building and capital 
reserve fund. The schedules of revenue, expenditures, and changes in fund balance - budget and 
actual (GAAP basis) for the remaining funds follows next. ~ h e ' c o m b i n i n ~  statements referred to 
earlier relating to the internal service funds are provided next. 

The final schedules in this report provide additional information on the School District's agency 
fund and capital assets. 
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Financial Analysis of the School District as a Whole 

As noted earlier, net assets may serve over time as a useful indicator of the School Disbict's 
fmancial position. 

59% of the School District's assets are its investment in capital assets (e.g., land, buildings, and 
equipment). The School District uses these assets to provide instruction and related services to 
its students. 

The foIlowing table provides a summary of the School District's net assets (liabilities) as of June 
30,2006 and 2005, respectiveiy (in millions): 

June 30,2006 June 30,2005 
Business- Business- 

Governmental Governmental 
activities activitiw Totel activities activities 

Current and other w t s  S 377.2 $ 9.8 S 387.0 U67.5 $10.2 S 477.7 
Capital arstk 535.0 - -4 - 535.4 .6 501.9 

Total assek 912.2 10.2 922.4 968.8 10.8 979.6 

Long-ttrrn liabilities 1,I07.4 1,107.4 1,145.3 1,145.3 
Other liabilities 146.0 .8 - 146.8 146.0 .X 146.8 

Towl liabilidts 1,253.4 2 1.254.2 1.291.3 .8 1.292.1 

Net asscis: 
Invested in capital assets, 
net of related debt 173.5 .4 173.9 159.7 .6 160.3 
Restricted 65.8 65.8 69.1 69.1 
Unrestricted (580.51 9.0 (571.5) 1551.3) a 154 1.9) 
Total net assets 
(liabilities) s=&uA4 L%it u&@ $uw u sU!m 

Of the SchooI District's net assets, $50.8 million is restricted for the repayment of long-term 
liabilities. To calculate capital assets, net of related debt, the original long-term debt was 
evaIuated to ascertain the amount of proceeds not spent, and of the amount spent, what portion of 
it had been used on capita1 assets versus maintenance projects and other non-capitaIizibIe 
expenditures. That percentage was then applied to the outstanding long-term debt to determine 
the amount applicable to capital assets. 
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Governmental Activiries 

Following is a sumrnaq of the School District's change in net assets (in millions): 

Program revenues 
Chargts for scrvices 
Operating grants, 

Contributions 
GcneraI revenues 

Property taxes 
Specific ownership taxes 
Stale equalization 
Other 

Total revenues 

Expenses 
Instruction 
Supporting services 

Pupil support 
Instructional support 
Gcncral adrninislmtion 
School administration 
Business services 
Operation & maintenance 
Pupil transporta!ion 
Ccntral scrvices 
Othcr suppaning services 
Communily serviccs 
Education for adulls 
Food scrvice 
Interest on long-term debt 

Total supporting serviccs 
Total primary govcmment 

Year ended June 30.2006 
Business- 

Governmental * 
activities activities Total - - 

Year ended June 30,2005 
Business- 

Governmental - 
activities activities Total 

Excess (deficiency) in net assets 
Bcfore transfers ( I  8.7) (4 (1 9.3) (17.4) I.4) (17.8) 
Transfers (.1) 2 - 

Change in net asscls [I 8.7) (.6) (19.3) (17.51 ( 3 (17.8) 

Net assets (liabilities) - beginning (322.5) 10.0 (312.5) (305.0) 10.3 (294.7) 
Prior period adjustment 
Net arsels (liabilities) - ending 9(341.2) U d  ua& Ez5 u&4 $a!m 

The primary source of operating revenue for school districts comes from the Public School 
Finance Act of 1994, a s  amended (SFA). Under the SFA the School District received $6,6 18.7 1 
in the current fiscal year and $6,498.18 in the prior fiscal year per funded student. In fiscal year 
2006 the funded pupil count was 67,624.0 whiIe fiscal year 2005 was 67,784.5. Funding for the 
SFA comes from property taxes, specific ownership tax and state equalization. The School 
District receives approximately 47 percent of this hnding from state equalization while the 
remaining amounts come from property taxes and specific ownership tax. The School District's 
assessed valuation generated $346.3 miIlion in property taxes in fiscal year 2006 and $3 10.8 
million in fiscal year 2005; both indude bond redemption and a share of SFA funding; 2006 
includes four election overrides while 2005 includes three. 

The cost of all governrncntal activities this year was $745.0 million for the primary government. 
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Expenses and Program Revenues - Governmental Activities 
Year Ended June 30,2006 

.Program 
800.0 745.0 

700.0 
600.0 
500.0 

(in millions) 400.0 
300.0 
200.0 
100.0 

0.0 
Instruction Support Total 

services 

Revenues by Source - Governmental Activities 
Year Ended June 30,2006 

Charges for 
servlces 

Other 

Operating grants 
& contributions 

State equaIization I 4% 
29% 

Specific 
ownership taxes Property taxes 

4% 49% 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED JUNE 30,2006 

Business- Type Activitia 

Business-type activities are made up of the food services fund. This program had totaI revenues 
of $21.3 million and expenses of $21.9 million in fiscal year 2006, with $2 1 million and $2 1.4 
million, respectively, in fiscal year 2005. Business-type activities receive no support from tax 
revenue. 

Financial Analysis ofthe School District's Funds 

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

Governmental funds 

The focus of the School District's governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources. Such information is useful in assessing 
the School District's fmancing requirements. In particular, unreserved fund balance may serve 
as a useful measure of the School District's net resources availabIe for spending at the end of the 
fiscal year. 

As of the end of the fiscaI year, the School District's governmental funds reported combined 
ending fund balances of $262.6 million, a decrease of $89.8 million in comparison with the prior 
year. This is primarily due to the capital projects - building fund decrease of $1 09.5 milIion 
attributable to ihe spending of general obligation bond proceeds and the ProComp special 
revenue fund increase of $21.6 million which is comprised of unspent voter approved taxes from 
the 2005 Mill Levy Override for future expenditures for the professional compensation system 
for teachers. The general hnd and the capital reserve fund each had a fund balance increase of 
$3.4 million and $2.8 million, respectiveIy. At the same time, the special revenue fund, bond 
redemption - debt service fund, and other governmental funds, each had a fund balance decrease 
of % 1.3 million, $6.7 million, and $06 million, respectively. 

The general hnd is the primary operating fund of the School District. At year end, $5.8 million 
of the fund balance was reserved for encumbrances. Due to the timing of the summer break with 
the fiscal year end, many items are ordered prior to the break to ensure that they are available for 
the start of the ensuing school year. 

The increase in the fund balance for the general fund was primarily attributable to the hiring and 
spending freeze imposed on the general fund by administration during the fiscal year. 

Propric fury fun& 

The School District's proprietary funds provide the same type of information found in the 
government-wide business-type activities financial statements, but in more detail. The fund 
statements show a column for internal service funds, which are included with the governmental 
activities for the government-wide financial statements. 

General Fund Budgetory High ligI& 

The School District's budget is prepared in accordance with state law and is based on accounting 
for certain transactions on a basis of cash receipts and disbursements. The most significant 
budgeted fund is the general fund. 

- 11.9 - 
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Differences between the original budget and final budget for the general fund, totaled an increase 
of $108.4 million and can briefly be summarized as folIows: 

$5.7 million in reappropriations as of June 30,2005, balances for school programs 
$63.1 million in proceeds from the issuance of 2005B certificates of participation in 
2004-2005 
$6.8 million in other beginning baIance increases 
$2.4 million increase in delinquent property tax collections 
$2.2 million in projected 2005B certificates of participation proceeds reinvestment 
earnings 
$24.1 million property tax revenues from the November 2005 voter approved mill levy 
override 
$4.7 million in taxes due from United Airlines, due in 2003 
$.6 million estimated reduction in various other sources of revenue 

The major difference between the School District's final budget and actual expenditures, relates 
to over $27 million that were budgeted reserves which were not expected to be spent and 
unexpended $62 million of Series 2005B certificates of participation proceeds. The School 
District budgets in a manner such that beginning hnd balance plus budgeted revenues equals 
budgeted expenditures. It is never the School District's intent to spend all funds and the ending 
actual expenditures were as anticipated. 

Capital Asseh and Debt Adminiwarion 

Capitd assets 

The School District's investment in capital assets for its governmental and business-type 
activities as of June 30, 2006, amounted to $535.4 million (net of accumulated depreciation). 
This investment in capital assets includes land, buildings and improvements, equipment, 
conslruction in progress, and capital leases all with an original cost greater than $5,000. 

The major capita1 asset event during the current fiscal year was the construction in progress for 
three new schools that opened for the 2006-2007 school year. 

The School District's total capital assets at June 30, 2006 and 2005, respectively, net of 
accumulated depreciation, were as follows (in millions): 

' 

June 30,2006 June 30,2005 
Business- Business- 

Governmental Governmental 
activities activities Total activities activities Total 

Land 6 54.1 $ 1 54.1 % 53.6 S S 53.6 
Buildings and improvemenls 369.0 3 69.0 363.0 363.0 
Construct ion in progress 61.6 61.6 34.0 34.0 
Equipment, including Ieascd 50.3 - .4 - 50.7 50.7 - .6 - 51.3 
T O I ~  capid assets W S s 9 1 5 3 5 . 4 ' ~  WU 

Additional information on the School District's capita1 assets can be found in note 5 to the basic 
financial statements. 
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At June 30, 2006 and 2005, respectively, the School District's long-term debt consisted of the 
following (in millions): 

June 30,2006 dune 30,2005 

Business- Business- 
Governmental - Goversmental 

activities activities activities activities - Total 
Capital lease obIigations S 3.1 S $ 3.1 $ 5.4 $ S 5.4 
Cerlificarcs of participation 434.4 434.4 447.3 447.3 
General obligation bonds 707.0 707.0 728.7 728.7 
Compensated absences 10.1 10.1 8.3 8.3 
Loan payable - 1  - 1 . I  ; 1  
Total 3 4 ! i l 9 J S w  sLJE!2d z?-dLS1.189.8 

The School District's long-term debt decreased during fiscaI year 2006, primarily due to the 
normal retirement of debt. 

Section 22-42-104 of the CoIorado SchooI law limits the amount of bonded indebtedness to the 
greater of 20% of the latest vaIuation for assessment of the taxable property in the School 
District, as certified by the County Assessor to the Board of County Commissioners, or 6% of 
the most recent determination of the actual value of the taxable property in the School District, 
as certified by the County Assessor to the Board of County commissioners. The School 
District's bonded debt limit at June 30,2006, is $4.0 billion. 

Additional information on the School District's long-term debt can be found in note 6 to the 
basic financia1 statements. 

Economic Factors 

Sclrool Finance Act Fmdittg 
The largest source of revenue for the School District's operating funds is derived from the Public 
School Finance Act funding formuia. In April 1994, the Colorado state legislature enacted the 
Public School Finance Act of 1994 which continued the goals of (1) establishing a financial base 
of support for public education, (2) moving toward a uniform mill tax levy for all school districts 
and (3) limiting the future growth of and reliance on the propercy tax to support public education. 
It establishes a statewide base per pupil funding and adjusts that amount for individual school 
districts by recognizing differences in (1) personnel costs, (2) nonpersonnel costs, (3) Iocal cost 
of living, and (4) school district size. Additional funding is also provided to school districts 
based upon the presence of at-risk pupils. The sources of funding the Public School Finance Act 
formula amount include (1) a portion of the specific ownership taxes traditionally flowing to 
school districts in addition to (2) local property taxes and (3) state equalization payments. The 
School District's funding, based on this formula, increased by 1.58% and 1.85% per pupil for 
fiscal year 2005 and fiscal year 2006, respectively. 

In November 2000, the Colorado voters approved Amendment 23, "Funding for Public 
Schools", which requires that the statewide base per pupil funding and the total State hnding for 
categorical programs increase by at least the rate of inflation pIus one-percent for the ten-year 
period beginning FY 200 1-02, and by at least the rate of inflation thereafter. In addition, State 
revenues collected from a tax of one-third of one-percent on federal taxable income shall be 
deposited into the State Education Fund. The State cannot use the State Education Fund monies 
to supplant the level of Public School Finance Act and categorical funding appropriated in the 
State general fund existing for FY 1999-2000; and, for the ten-year period through FY 20 10- 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED JUNE 30,2006 

201 I ,  the State must annually increase its State general fund support for Public School Finance 
Act funding by a minimum of five percent. This State minimum general h n d  growth is not 
required in any fiscaI year that Colorado personal income grows by less than four and one-half 
percent between the two previous calendar years. The State Education Fund monies can be used 
to fund what additional amounts are needed as required by Amendment 23 and any remaining 
funds can be used to support certain educational programs, as appropriated by the State General 
Assembly. As a result of the passage of Amendment 23, School Finance Act formula hnding 
has increased each year for the School District by approximately the rate of inflation pIus one- 
percent plus enrolIment growth. Enrollment, in this regard, had been relatively flat for the 
SchooI District over the last few years and is expected to continue so in the near future. 

Override Election Properly Taxes 

No school disbict may levy General Fund taxes at a rate greater than that alIowed by the Public 
School Finance Act unless authorized to do so at a general election or at a special election in 
November in odd-numbered years. The maximum amount of the revenue increase may not 
exceed 20% of the formula amount. Specific ownership tax revenue amibutable to an override 
levy and to a bond redemption levy that is not used to satisfy bonded indebtedness must be 
applied towards the 20% override limit. In November 1988, 1998,2003, and 2005, the voters of 
Denver approved overrides of $12,099,253, $17,000,000, $20,000,000, and $25,000,000 
respectiveIy, for an indefinite period of time. The 1998 measure is targeted to fund student 
literacy programs, technology and maintenance of school buildings; the 2003 measure is targeted 
to fund early childhood and extended kindergarten education, elementary arts, textbooks, school 
reform and maintenance of school buildings; while the 2005 measure is restricted for the 
ProComp special revenue fund for teacher compensation. The sum of these four election 
arnounl represents more than ninety percent of the 20% override limit. 

Contacting ilt e District's Financial Management 

This financial report is designed to provide the School District's citizens, taxpayers, parents, 
investors and creditors with a general overview of the School Disfrict's fmances and to 
demonstrate the District's accountability for the money it receives. If you have questions about 
this report or need additional financial information, contact the Financial Services Department, 
Denver Public School District 900 Grant Street, Denver, Colorado 80203. 
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Staternant of Net Asse& 
June 30,2006 

Component 
Unitr 

ASSRS 
Current aattp: 

Cash and wsh cquivalcnts S 127.914>M S 1,275,501 
lnvtmnents 41.117l.391 2.476.496 
D c p i t s  hcld by Denver Public Schools 
R c a i ~ n b l c s :  

Tyrs (nel) 27,618,912 
Acwunts 22.657.588 3395,ElO 
Olhrr 483207 82.903 

Inventory 1.493.498 2.444J97 

Rcstrictcd invutmcnls 150,2&3,422 

Total currcnt mctF 377.159597 9.80 1345 

Noncurrent arrrts: 
Capital as%&: 

Not subjc~t to depreciation 115,779,388 
Subject to dcprtciation 763,430,853 1.987.284 

Less accumulattd dcprtciation (344,129,419) {1,547.366) 

Total noncurrent 535.080.822 439.918 

LIABILITIES 
Current liabilities: 

Ac~ounts payable 
A C C ~ U C ~  p a w l  t 
Accrued claims 
Due to ohcr funds 

Uncsmcd revenue 
Long-turn l i l ititm due within onc yem 

Cornpcnsatcd abscnccs payable 1,846,464 

Bonds p ~ b l c  22.5 10.838 
Loan payablc 
Tad current liabilities 

Long-term lilil itcs due after onc ycnr: 
Capid I- obligations 
Ccnifimta of pmiciption 
Compemtcd abscnccs payable 
Bonds pyilble 
tom payable 

Total Iong-tcrm linbilit its 

NET ASSETS 
I n v n d  in capital m e l s ,  
net of related debt 

Ratriucd Tor: 
Capilal ouUays 
By donors 
Bond redemption 
Emergency rcrcrvc 

U n d c t d  (deficit) 
Total nct asscts (liabilitics) 



SCHOOL DISTRICT NO. f 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Statement of Activities 
Year Ended June 30,2006 

Net (EI~CIUU) Rcvenue 
Pmgnm R ~ r n u u  and C h s a g ~  In Net h c l s  

Funtt~onJPmrPrns 

Primary governmtnt: 
Governmcnlal aclivitics: 
Instruction: 
Regulm 
Special cducation 
Vocariond 
Orhcr 
Total instruction 

Operating 
Chnrgu for GranfJ and 

Exprnsn Servita Contributions 

Suppaning scrviccs: 
Pupil support 
htructiond support 
General adminisbation 
School administrolion 
Business sewices 
Operation & mainlenancc 
Pupil lransponalion 
Central services 
Other support scrviccs 
Community servi~cs 
Education for adults 
Fwd servicfs 
Interest on long-tenn debt 
TOM support services 

Tolal governmcntd activilies 

Primary Government 
Govrmmcarsl Buslnus-type Cornpnrmt 

Aetivitia Actkitiu Total Units 

Business-tqpt acrivitiw: 
Food stniccg 21,909.939 3.986.679 17.147.755 (775.505) (775.505) 

Total business-typc activities 21,909.939 3986,679 17,147.755 (775.505) ( V S . S O S )  

Totnl primary govcmmcnt S 766.884.264 S 2 1.227.372 5 122.1 M.392 (622.716.M) (775.505) (623.492.500) 

Component units: $ 53.883.501 s 741,732 S 6.318,504 s ( 4 6 . 8 3 . ~ ~ )  

General revenues: 
Property laxes 
Spccific ownership kxes 
Payment in lieu of taxes 
State equalizalion 
Interest md investment incornc 
0 thcr 

Total general rtvcnua 

Nct assets oiabilities) - beginning 
Net wefs (IiabiIitics) - cnding 



SCHOOL DISTRICT NO. I 
IN THE CITY AND C O U N N  OF DENVER AND STATE OF COLORADO 

Balance Sheet 
Governmental Funds 
June 30,2006 

Special ProComp 
Genera1 Rcvcnue Special Revenue 

Assets: 
Cash and cash equivalents 
Inv&ments 
Receivables: 
Taxes 
Accounts 
Interest 

Due from other funds 
Inventory 

Restricted investments 

Total assets 

LIABILITIES AND RTND BALANCES 

Liabilities: 
Accounts payablc 
Accrued payroll 
Due to othcr funds 
Dercrred revenue 

Totd IiabiIitics 

Fund balances: 
Reserved for: 
Encumbranms 
Inventory 
Principal and intcrest on bonds payable 
Emergency rescrve 

Unrescrvcd, reported in: 
General fund 
Building fund 
Capital reserve fund 
Special revenue hnds 
Permanent f ind 

Total fund bdances 

Total liabilities and fund balances 

See notes to ihc basic financial shlerncnts. 





SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets 
June 30,2006 

Governmental funds total fund balance $ 262,657,385 

Add 
Defcrred property tax revenue - Revenues that do not provide current financial resources are 
deferred on h e  governmental f ind financial statements but recognized on the govemment- 
wide financial statements. 1 1,453,842 

Non-internal service funds capital assets uscd in governmental activitics are not considered 
current financial resources an4 therefore, not reported in the governmental finds. 
Total capital assets $880,719,339 less internal service funds $426,55 1 878.783.690 

Thc costs to issue debt are reported as expenditures on the governmental fund statements 
while on the government-wide net assets they arc amortized over the life of the debt as an 
increase in interest expense. 

Internal service funds are used by management to charge costs of various activities to the 
general and other funds. The net asset balance of the internal service funds is includcd in the 
governmental activities statement of net assets. 2,202,229 

Less: 
Non-internal scwicc funds accumulated depreciation is not recognized in the govemmcntal 
funds because capital wets are cxpensed at the timc of acquisition. 
Total accumulated depreciation S344,129,4 19 less intcmal service funds $360,230 343,769,189 

Non-internal scrvice funds long-tcrm liabilities applicable to lhc School District's 
govcmmental activities are not due and payable in the current period and accordingly are not 
reported as governmental fund liabilities. Intcrest payable on long-tcm obligations also is not 
recorded in the governmental funds, but is reportcd in thc statement of net assets. 

Long-term liabilities, current and Long term portion. 
Total long-term liabilities $1,154,673,900 lcss intcrnal service funds $13,798 

Interest payable 

Net liabilities 

Sec notes to the basic financial smcrncn&. 





SCHOOL DISTRICT NO. f 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Statement of Revenues, Expenditures and Changes In Fund Balances - 
Governmental Funds 
Year Ended June 30,2006 

S ~ l a l  ProComp Bond 
Rcvrnur Special Revenue Rademp~ion 

REvENum 
Taxu 
hwrgovcmmcntal: 
S w  source 
Fcdcral sour= 
Ch- for seniccs 
Inmtrncnt income 
Olher I& sourcts 

Total revenues 

E X P m m  
c m c  
Iwmction: 
Rcgular 
Spxinl cducarion 
Vocational 
Other 

Total inrbuction 

Suppning szrvices: 
Pupil support 
Iru~uclional support 
Gcncml adminimtion 
Schwl sdminisrntion 
Bluinw serriur 
Op~raion & rnintcnance 
Pupil rmsportation 
Cenlral scrvica 
Olhef support seniccs 

Community scmMces 
Educati~n for dul t s  

Capiid outlay 
Debt service: 

Principal 
InkRst and f i d  c h q c s  

ToWl debt service 

OTHER FINANCMG SOURCES (USES) 
Tnnsrcrs in 
Twrcrs  out 
Issuance o f  bonds 
Premium on issunnu: of bonds 
Payment to reiwdtd debt 

Tom1 olher financing sou= (w) 

NET CHANGE IN FUND BALANCES 

RIElD BALANCES AT 
BEGllWING OF YEAR 

RJNDBAIANCW AT 
END OF Y W  





SCHOOL DfSTRfCT NO. 1 
IN THE CIM AND COUNrY OF DENVER AND STATE OF COLORADO 

RoconcillaUon of the Stalment of Revenues, Expenditures and Changes inFund Balances 
of Governmental Funds to the Statement of Activities 
Year Ended June 30,2006 

Total net chonge i n  fund balances - governmend finds S (89,769,988) 

Add: 
Governmental finds repon wpitat ouUays as expenditurcrs. In thc sratement of nctivitics the cast of 
wpihlized assets is alloatcd o w  their cstimatcd useFul livu and r t p d  as depmiation expcnsc. 

Govcrnmentd funds do not reprt capihl assets. In Ihc stattment of activitia the value o f  nn exchanged 
m e t  i s  included in  the cost of the new asset. 

Less: 

Principal retirerncnls - Rclircments of principl outslanding on the Schml Disuict'r debt mutt in a rcduction 
of accurnutatcd rcsourca on the fund financial smtcmcn*;. The govcmmen1-widc shlemcnts show these as 
reductions against h e  long-term liability. Includc~ 52.7%7,525 prtmiwn nrnonimtion. 

Payment to d e t m  dcbt - Payments to dcrcasc School Districb debt m u h  in a reduction of accumulated 
rcsourccs on the fund financial shtcrncnls. The govcmmcnt-widcstatemen~ show t h e  principal mounb  
as rtductiorus ngainst the long-tern liabiliw. 

The unamortizad deferred lmes on rehnding o f  debt art not reported on the govcrnmenlal Fund stalcmcnts 
while on mc govcmmcnt-wide net asscls hey are amonized over Ihe life of the debt ns an i n c m  in intcrcsl 
expemc. Cumnt year kfmcd Loss on Refunding less Amonktion -Loss on Retinding. 

The c o m  to issue debt are rtponcd as expenditures on the governmental fund statemens while on Ihc 
government-wide net nsscts they we nrnorlized over thc life olthc debt as an incmse in interest expcnsc; 
this amount repmenu Ihe iuumcc cosu rclatcd lo thc 2005A General Obligation Refunding bonds. 

Inrcml service funds nrc ucd by manngcment to c h u ~ c  costs of vnn'om activilits to the generat and orher 
funds. The net gein of lhc inicmal scrvict Funds is included in the govemmcnt-wide sratement o f  nctivirics. 

Chvlgc in dcfcrtcd propcrty mx revenue - Revcnucs that do not provide current financial rcsourccs 
dcrerrd on Ihc govcmmcntal fund financial statements but arc rccognizcd on the government-wide iinmcid 
stawmcnk. 

D t c r t a ~ .  in interest payable rc ln ld to long-term liabilitics. 

The cosu to issue debt m reported as cxpcnditurcs on rhc gorrmmental fund shtcrnenls whilc on Ihe 
government-wide net awb they ye amortized o v a  the lirc orthe debt cis an inurnst in inkrest cxpcnsc; 
this amount is ihe current yaw amortization. 

Governmenid funds rcport capitat outlays as expcndilures. In h e  starcrncnt oractivitits Ihc cost of thosc 
assets is allocated over their estimated useful livts and repfled as depreciation expcnse. This is h c  currcnt 
year depreciation. 

Net change in cornpcnsatcd absences - The change in this liability i s  not considcrcd In thc govtmmcnral 
fund siattrnents but is included as a change i n  expense in  the govtmmtntnl-wide stpltmtnl of activiliu. 

Loss on dbpod of  mpitnl assets. 

General obligation b n d s  and capital leases - T h e  i s s u ~ c e  of dcbr md the execution of apita l  leases are 
recorded in h e  govcmmcntnl fund swtcmenfs as revcnuc. Thcy nre recordcd as increased liabilitics in  the 
govcmment-widc statcrncnt o f  activities. 

Capilal apprrciation b n 6 ,  nccrctian o f  premium -has no effccton the govcmmcnml fund shtcments. but is 
recorded as an expense on h e  government-wide rtntcmcnt o f  activities. 

~ovcrnrncntd activitics change in net w e b  





SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Statement of Net Assets 
Proprietary Funds 
June 30,2006 

Eusiness-type Governmental 
Activities Activities 

Enterprise Fund 
-Food Services Internal 

Fund Service Funds 
ASSETS 

Current Assets: 
Cash and cash equivalents 
Investments 
Receivables: 

Intergovernmental 
Other 

Due from other funds 
Inventory 

Total current assets 

Capital assets: 
Equipment 
Less accumulated depreciation 

Net equipment 

Total assets 

LIABILITIES 

Current liabilities: 
Accounts payable 
Accrued payroll 
Accrued claims 
Due to other funds 
Current loan payable 

Total liabilities 

NET ASSETS 

Invested in capital assets, net of related debt 
Unrestricted 
Total net assets 

See noks ID the basic financial stntcrncnts. 



SCHOOL DISTRICT NO. 1 
IN THE C I N  AND C O U N N  OF DENVER AND STATE OF COLORADO 

Statement of Revenues, Expenses, and Changes in Fund Net Assets 
Proprietary Funds 
Year Ended June 30,2006 

Business-type Governmental 
Activities Activities 

Enterprise 
Fund-Food Internal 

Services Fund Service Funds 

OPERATMG REVENUES 
F o ~ d  sales 
BiIlings to funds 
Other 

Total opemting revenues 

OPERATMG EXPENSES 
Cost of goods: 

Purchased 
Donated 

Salaries and employee benefits 
Purchased professional & technical services 
Purchased property services 
Other purchsed services 
Utilities 
Supplies 
Repairs and maintenance 
Rent 
Depreciation 
Administrative services 
Other 
Insurance 
Claims 

Total operating expenses 

Operating income (loss) 

NON-OPERATWG REVENUES 
Reimbursements from government sponsored programs 
Donated commodities from federal government 
Insurance claims 
Investment income 
Other local services 

Total non-operating revenues 

Net income (loss) before transfers 

Tmrrsfers out 

CHANGE IN NET ASSETS 

TOTAL NET ASSETS - BEGINNING OF YEAR 

TOTAL NET ASSETS - END OF YEAR 

Ice not- to thc bxic financial swkments. 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNlY OF DENVER AND STATE OF COLORADO 

Slatement of Cash Flows - 
Proprietary Funds 
Year Ended June 30,2006 

Business-Type 
Activities 

Enterprise Fund . 
Food Services 

Fund 
CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts from customers S 3,942,915 
Payments to suppliers (1 0,973,4 1 5 )  
Payments to employees (10,666,999) 
Internal activity - paymenb to other hnds (353,679) 
Claims and insurance 
Other receiprs 855.973 

Net cash provided by (used in) operating activities (1 7,195,205) 
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES 
Grants/claims received 15,761,042 
Transfers out 

Net cash provided by non-capital financing activities 15,761,042 
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 
Reduction in loan payable 
Purchase of equipment (27,729) 

Net cash used in capital &related financing activities (27,729) 
CASH FLOWS FROM INVESTING ACTIVITIES 

Sale of investments 78 1,873 
Lnvestment income 150,596 

Net cash provided by investing activities 932,469 - 

NET INCREASE (DECREASE) IN CASH AND CASH EQUWALENTS (529,423) 
CASH AND CASH EQUIVALENTS - BEGINNMG OF YEAR 1,804,927 
CASH AND CASH EQUIVALENTS - END OF YEAR S 1,275,504 

Reconciliation of operating loss to net cash provided by (used in) operating activities: 
Operating income (loss) S (1 7,995,262) 
Adjustments to reconcile operating loss to net cash used in operating activities: 

Depreciation 154,986 
Other non-operating revenue 1,329,237 
Changes in operating assets and liabilities: 

Accounts receivable - Other 28,238 
Due from other funds 92,801 
Inventory (400,878) 
Accounts payable 65,242 
Accrued paymll (23,089) 
Due to other hnds (446,480) 

Total adjustments 800,057 
Net cash provided by (used in) operating activities % (1 7,195205) 

Governmental 
Activities 

Internal Service 
Funds 

Set nates I o  h e  basic financial mterncnlr;. 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Statement of Fiduciary Net Assets 
Fiduciary Funds 
June 30,2006 

Private 
Purpose Trust Agency Fund 

ASSETS 
Cash and cash equivalents 
Accounts receivable 
Due &om other funds 

Total assets 

LIABILITIES 
Accounts payable 
Due to student groups 

Total 1iabiIities 

NET ASSETS HELD FOR 
INSURANCE AND OTHER PURPOSES 

Sm notes lo the basic finnncial sralemtols. 



SCHOOL DISTRICT NO. 4 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Statement of Changes in Fiduciary Net Assets 
Fiduciary Fund 
Year Ended June 30,2006 

ADDITIONS 
Contributions: 

COBRA members 
Employer 

Scholarship donations 
Interest income 

Total additions 

DEDUCTONS 
COBRA i n s w c e  
Medical and life insurance for retirees 
Student scholarships 
Education reimbursements 

Total deductions 

CHANGE rI4 NET ASSETS HELD FOR: 
COBRA insurance 
Retiree insurance 
Scholarships 
Employee education reimbursement 

Change in net assets 

NET ASSETS AT BEGTNNMG OF YEAR 
NET ASSETS AT THE END OF YEAR 

Private Purpose 
Trust Fund 

Scc notes to h e  basic financial statements 







SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

This summary of significant accounting policies of School District No. I in the City and County 
of Denver and State of Colorado (the School Disbict) is presented to assist in understanding the 
School District's fmancial statements. The following is  a summary of the more significant 
policies: 

A. Financial Reporiing Entity 
The School District was created for the purpose of supervising and governing the public 
schooIs and public school property within the boundaries of the City and County of Denver. 

The financial statements of the School District include all of the integral parts of the School 
District's operations. The School District applied various criteria to determine if it is 
financially accountable for any organization, which would require that organization to be 
included in the School District's reporting entity. These criteria include fiscal dependency, 
financial benefithurden relationship, selection of governing authority, designation of 
management, ability to significantly influence operations and accountability for fiscal 
matters. 

These financial statements present the School District (primary government) and its 
component units. The component units consist of discretely presented Charter Schools and 
the Denver Public Schools Foundation; and the blended Denver School Facilities Leasing 
Corporation (the DSFLC). The School District's component units are discussed below and 
are included in the School District's reporting entity because of the significance of their 
operational or financial relationships with the School Disbrict. 

Blended Component Units - Denver School Facilities Leasing Cocuoration 
The DSFLC was formed in December 1985 as a not-for-profit corporation under Sections 
501 (c)(3) and 501(c)(4) of the Internal Revenue Code, and exists solely to acquire real 
estate, buildings and equipment for schools for future lease to the School District. The 
School District is primarily responsible for the creation and continued management of the 
DSFLC, has influence over its operations and is ultimately responsibIe for any deficits or 
operating deficiencies. The certificates of participation issued by the DSFLC and its 
activities for the year are reflected in the accompanying government-wide financial 
statements of the School District. An evaluation of the DSFLC using the above 
considerations results in its blended inclusion in the accompanying financial statements. 
There are no separate financial statements available for the DSFLC. 

Discretely Presented Comvonenr Units 
Charter SchooIs - In 1993, the State of Colorado Legislature enacted the "Charfer School 
Act - Colorado Revised Statutes (CRS) Section 22-30.5-101," which permits the School 
District to contract with individuals and organizations for the operation of charter schools 
within the School District. The charter schools are financed by a portion of the School 
District's School Finance Act Revenues (based on student enrollment), mill levy override 
properly tax dollars, and state and federal grants, as well as other revenues generated by the 
charter school. The School District's Board of Education must approve all charter school 
applications; however, they have their own separate governing boards. Separately issued 
financial statements are available from the individual charter schools. The charter schools 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNV OF DENVER AND STATE OF COLORADO 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

are discretely presented component units mote  16) because of the significance of their 
financial relationship with the School District. 

Denver Public Schools Foundation - In 1984 the Denver Public Schools Foundation (the 
"Foundation") was incorporated as a widely based not-for-profit charitable organization 
whose educational purposes are to support the mission, goals and objectives of the SchooI 
District. The Foundation is a discretely presented component unit because of the planned 
significance of the financial relationship with the School District. 

B. Government-wide and Fund Financial Sfatemenls 
The government-wide financial statements (the statement of net assets and the statement of 
activities) display the information about the School District as a whole. These statements 
include the financial activities of the primary government, except for fiduciary funds, and the 
component units. For the most part, the effect of interfund activity has been removed from 
these statements. Governmental activities, which are normally supported by taxes and 
intergovernmental revenues, are reported separateIy fiom business type activities, which rely 
to a significant extent on charges for support. Likewise, the primary government is reported 
separateIy from certain legally separate component units for which the primary government 
is financially accountable. 

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

Separate financial statements are provided for major governmental funds, proprietary funds, 
and fiduciary funds, even though the latter are excluded from the government-wide financia1 
statements. Major individual governmenta1 funds (General Fund, Special Revenue Fund, 
Special Revenue ProComp Trust Fund, Bond Redemption Debt Service Fund, and the 
Capital Projects - Building Fund and Capital Reserve Fund) and the enterprise fund are 
repofied as separate columns in the fund financial statements. 

C. Measurement Focus, Basis of A cco un ling, and Financial Statement Prmen fa tion 
The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund and 
fiduciary fund (excluding the Agency 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. Property taxes are recognized as revenues in the year far which they 
are levied. Grants and similar items are recognized as revenue as soon as all eligibility 
requirements imposed by the provider have been met. 

As a general rule the effect of interfund activity has been eliminated from the governrnent- 
wide financial statements. Exceptions to this are charges between the School District's 
governmental and business-type activities and component units. Elimination of these 



SCHOOL DISTRICT NO. 1 
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NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

charges would distort the direct costs and program revenues reported for the various 
functions concerned. 

Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized 
as soon as they are both measurabIe and available. Revenues are considered to be available 
when they are collectible within the current period or soon enough thereafter to pay 
liabilities of the current period. For this purpose, the School District considers revenues, 
such as property taxes and grants, to be available if they are colIected within 60 days of the 
end of the current fiscal period. Expenditures generally are recorded when a liability is 
incurred, as under accrual accounting. However, debt service expenditures as well as 
expenditures related to compensated absences are recorded only when payment is due. 

The School District's agency finds apply the accrual basis of accounting, but do not have a 
measurement focus. 

The accounts of the School District are organized on the basis of funds, each of which is 
conside~d a separate accounting entity. The operations of each fund are accounted for with 
a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, 
revenue and expenditures or expenses as appropriate. Government resources are allocated to 
and accounted for in individual funds based upon the purpose for which they are to be spent 
and the means by which spending activities are controlled. 

The SchooI District reports the fallowing major governmental funds: 

General Fund - The general fund is  the general operating fund of the School District. It is 
used to account for all financial resources except those required to be accounted for in other 
funds. 

Special Revenue Fund - The special revenue fund is used to account for the proceeds of 
specific revenue sources (other than private purpose trusts or major capita[ projects) that for 
the most part are legally restricted to expenditures for specified purposes. 

Special Revenue ProComp Trust Fund - This special revenue fund is used to account for 
the proceeds of the voter-approved taxes from the 2005 Mill Levy Override Fund, its 
investments, and its expenditures for the professional cumpensation system for teachers. 

Bond Redemption Fund (Debt Service Fund) - The bond redemption fund (debt service 
fund) accounts for the accumulation of resources for, and the payment of, principal and 
interest on long-term general obligation debt of the School Dislrict as a result of the issuance 
of general obligation bonds. 

Capital Projects Building Fund - The capital projects building fund is used to account for 
financial resources to be used for the acquisition or consbuction and maintenance of major 
capital faciIities. 

Capital Resewe Fund - is used to accumulate resources, primarily general fund support, 
for the acquisition, renovation and maintenance of capital assets as designated by state 
statute. 



SCHOOL DISTRICT NO. 7 
IN THE CITY AND COUNlY OF DENVER AND STATE OF COLORADO 

NOTES TO BASIC F1 NANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

The other governmental hnds of the School District account for other resources whose use 
is restricted to a particular purpose and include the pupil activity fund and the permanent 
government fund. 

Pupil Activity Fund - accounts for the revenue and expenditures of sponsoring athletic 
events at School District middle and high schools. 

Permanent Government Fund - js used to account for money and property given to the 
School District for which the principal must be preserved intact. 

The School District reports its food service fund as its only enterprise fund. 

Food Services Fund - The food services fund accounts for the revenue and expenditures 
related to providing breakfasts and lunches to School District students and employees. 

Additionally, the School District reports the following other fund categories: 

Internal Service Funds - The internaI service funds, which include the self-insurance fund, 
the DOTS service bureau fund, the maintenance fund and the warehouse fund are used to 
account for goods and services provided to departments and schools primarily within the 
School District on a cost-reimbursement basis. 

Privatepurpose Trust Funds - The private-purpose kust funds of the School District 
account for student and employee scholarships, COBRA insurance, and retiree health and 
life insurance. 

Agency Fund - The agency fund of the School Disbict represents the bank accounts 
maintained at each school to account for monies derived from school sponsored student 
activities. 

Private-sector standards of accounting and financial reporting issued prior to December I, 
1989, generally are folIowed in both the government-wide and proprietary fund financial 
statements to the extent that those standards do not conflict with or contradict guidance of 
the Governmental Accounting Standards Board. Governments also have the option of 
following subsequent private-sector guidance for their business-type activities and enterprise 
funds, subject to this same limitation. The School District has elected not to follow 
subsequent private-sector guidance. 

Proprietary (enterprise and internal service) funds distinguish operating revenues and 
expenses from non-operating items. Operating revenues and expenses generally result from 
providing services and producing and delivering goods in connection with a proprietary 
fund's principal ongoing operations. The principa1 operating revenues of the School 
District's enterprise fund and internal service funds are charges to customers for sales and 
services. Operating expenses for the enterprise fund and the internal service hnds include 
the cost of sales and services, administrative expenses, and depreciation on capital assets. 
All revenues and expenses not meeting this definition are reported as  non-operating revenues 
and expenses. 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

When both restricted and unresbicted resources are available for use, it is the School 
Dishict's policy to use restricted resources first, then unrestricted resources, as they are 
needed. 

D. Use of Es timat- 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. Actual results could differ 
from these estimates. 

E. Budgets and Budgetary Accormring 
The School District adopts ar~  annuaI budget for all funds, following these procedures in 
establishing the budgetary data reflected in the accompanying financial statements: 

1. Late in May or no later than June 1, the Superintendent presents to the Board of 
Education a proposed operating budget for the fiscal year commencing the following 
July 1. The operating budget incIudes proposed expenditures and projected revenue. 

2. A public hearing is conducted at the administration building to obtain taxpayer 
comments. 

3. A balanced budget and appropriation resolution must be adopted by June 30. The 
SchooI District cannot expend monies in excess of the amount appropriated for an 
individual fund unless an amended or supplementa1 budget is approved by 
resolution. In addition, any h d e r  change in legally allowable transfers between 
funds requires approval by Board resolution. 

4. The School District's Board of Education or management can modify the budget by 
line item within the total fund's appropriation. 

5 .  Mill levies must be certified to the City and County of Denver by December 15. 

6.  Formal budgetary integration is employed as a management control device during 
the year for all funds. 

Budgets for all funds are adopted on a basis consistent with generally accepted 
accounting principles (GAAP) except that .encumbrances are recorded as 
expenditures and certain other accruaIs, such as changes in accrued payroll are 
excluded for budgetary purposes in the General Fund, Building Fund, and Capital 
Reseme Fund. In addition, revenues are on the modified accrual basis except for 
forward delivery agreement proceeds and the General Fund state transportation 
payment, Budgetaq comparisons in this report for the General I;und, Building Fund 
and Capital Reserve Fund are presented on the non-GAAP budget basis. 

8. Total appropriations are as amended. 

9. At the end of a year, unencumbered appropriations lapse into the beginning fund 
balance for the ensuing year, Encumbered appropriations are carried forward to the 
subsequent year's budget automatically. 
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F. Deposits and Investments 
The School District's cash and cash equivalents are considered to be cash on hand, demand 
deposits held in banks and other securities with original maturities of less than one week. 

Investments are reported at fair value on the balance sheet. Money market instruments that 
have a remaining maturity at the time of purchase of one year or less, and non-participating 
interest-earning investment contracts, are carried at cost or amortized cost. 

G. Inventories 
Inventories are valued at weighted average cost. Governmental fund type inventories are 
offset by a fund baIance reserve, which indicates that they do not constitute "available 
spendable resources" even though they are a component of net current assets. 

General fund inventory consists of transportation and building maintenance parts and fuel. 
InternaI service fund - warehouse fund inventory consists primarily of expendable suppIies 
and equipment held at the centraI warehouse for issuance to schools or other School District 
locations. Enterprise fund - food services fund inventory consists of food items, including 
commodities donated by the federal government, and cafeteria supplies held at the school 
lunchrooms and at the central warehouse for distribution to school lunchrooms. 

The cost of inventory items issued is included in expenditures in the year of issuance 
(consumption method). Donated government commodities are recorded as inventory at the 
estimated fair market value at the time of donation. 

Expendable supplies issued to schools or other locations are not incIuded in inventory. 

H. Capital Asseb 
Capital assets resulting from expenditures in the governmental funds are reported in the 
governmental activities column of the government-wide statement of net assets but are not 
reported in the find financial statements. Capital assets utilized by the proprietary funds are 
reported both in the business-type activities column of the government-wide statement of net 
assets and in the respective funds. 

All capital assets are capitalized at cost (or estimated historical cost) and updated for 
additions and retirements during the year. Donated capital assets are recorded at their fair 
market values as of the date received. The School 'District maintains a capitalization 
threshold of five thousand dollars. The School District does not possess any infrastructure. 
Improvements are capitalized; the costs of normal maintenance and repairs that do not add to 
the value of the asset or materially extend an asset's life are not. 

All reported capital assets except land and construction in progress are depreciated. 
hprovements are depreciated over the remaining useful lives of the related capital assets. 
Depreciation is computed using the straight-line method over the following usehl lives. 
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Governmental 
Activities 

Description Estimated Lives 
Buildings and improvements 3 9 years 
Furniture and equipment 7 years 
Computer equipment 3-5 years 
Buses 7 years 
Other vehicles 5 years 

Business-type 
Activities 

Estimated Lives 
N/A 

7 years 
3-5 years 

NIA 
5 years 

I. Due From and Due to Other Funds 
A general disbursing account within the general fund is used on an imprest basis to make 
expenditures on behalf of ail funds. This account is periodically reimbursed by the 
applicable funds. Interfund balances at June 30, 2006, represent reimhursernents and 
adjustments due but not transferred as of that date. 

J. Accrued Payroll 
The accrued payroll represents the liability to teachers and certain other employees who earn 
their salaries over the nine-month schooI year but are paid over a twelve-month period from 
September 1 to August 31. Changes in the accrual are reflected in expenditures or expenses 
on the applicable fund's statement of revenue, expenditures and changes in fund balance. 
Certain payroll taxes and part-time salaries which are payable at June 30 are also included. 

Compensated Abset~ces 
The compensated absence liability, consisting of accumulated sick and vacation leave which 
vests and is payable upon retirement, is reported on the government-wide financia1 
statements. Accumulated sick leave vests only at qualified retirement and vests at a rate 
determined by contract, which is less than the normal rate of pay. A qualified retiree can be 
paid for up to one work year's worth of accumulated sick leave. Retirees who accumuIate 
vacation leave are compensated at their normal rate of pay for the balance at retirement. The 
total compensated absence liability has increased fiom a balance of $8.3 i milIion as of June 
30, 2005, to a balance of $10.1 1 million as of June 30, 2006. On the fund financial 
sktements, compensated absence amounts are reported as expenditures or expenses, as 
appropriate, when paid. 

L. Encumbrunces 
Encumbrance accounting, under which purchase orders, contracts and other commitments 
for the expenditures of monies are recorded in order to reserve that portion of the applicable 
appropriation is employed as an extension of formal budgetary integration in all Funds. 

Encumbrances outstanding at year-end are reported as reservations of fund balances in the 
fund financial statements since they do not constitute expenditures or liabilities. 

M. Long-term obZigations 
In the government-wide financial statements, and proprietary fund types in the fund financial 
statements, long-term debt and other long-term obligations are reported as liabilities in the 
applicable governmental activities, business-type activities, or proprietary fund type 
statement of net assets. Debt premiums and discounts, as well as issuance costs, are deferred 
and amortized over the life of the debt using the stmight-line method which approximates 
the effective interest method. The appropriate payables are reported net of the applicable 
debt premium or discount. 
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In the fund financial statements, governmental fund types recognize debt premiums and 
discounts, as well as issuance costs, during the current period. The face amount of debt 
issued is reported as other financing sources. Premiums received on debt issuances are 
reported as other financing sources while discounts on debt issuances are reported as other 
financing uses. Issuance costs, whether or not withheld fiom the actual debt proceeds 
received, are reported as issuance costs of bonds or certificates of participation. 

In accordance with Section 22-45-103, CRS, the District's bond redemption fund custodian 
for fiscal year 2005-2006 was JP Morgan Institutional Trust Services, a third party. The 
amount held by the custodian at June 30,2006, was %52,164,182. 

h! Net Assets 
In the government-wide statements, net assets consist of assets invested in capital assets (net 
of related debt), restricted and unrestricted net assets. T h e  restricted net assets are resbicted 
by state statute for capital outlay, debt service, and emergency reserve. 

The capital assets net of related debt is calculated by first comparing the total building fund 
expenditures since 1991 to the capitalized assets fiom the building h d  for the same time 
frame which is 58.25% as of June 30, 2006. The related outstanding debt is then calculated 
as follows: 

Outstanding b o d s  payable % 706,970,901 
Less unamortized issuance costs (4,294,45 1) 
Less building fund balance 
Adjusted bonds payable 602,253,239 
Per cent of capitalized assets 58.25% 
Bonds payable related to capital assets $ 350,812,512 

Related Debt: 
Bonds payabIe % 350,812,512 
1996 certiticates of participation 7,640,000 
Capital lease obligations 3,088,353 
Loan payable 13,798 
Total related debt $ 361,554,663 

0. F U I I ~  equity 
In the fund financial statements, governmental funds report reservations of fund balance for 
amounts that are not available for appropriation or are legally restricted by outside parties for 
use for a specific purpose. Fund equity reserves have been established for encumbrances, 
inventories, principal and interest on bonds payable, and the emergency reserve. 

2. CASH AND INVESTMENTS 

Investments authorized by the Colorado Statutes and the School District's Investment PoIicy 
The table below identifies the investment types that are authorized by the School District's 
investment policy (or CRS, where more restrictive). The table also identifies certain provisions 
of the School District's investment policy that address interest rate risk, credit risk and 
concentration of credit risk. The table does not address the investments of debt proceeds that are 
governed by the provisions of the debt agreements of the School Dishict, rather than the general 
provisions of the School District's investment policy. 
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Authorized Investment Type 
U.S, Treasury and U.S. Agency 

0 bligations or Securities 
Money Market Funds 
Prime Bankers Acceptances 
Commercial Paper 
World Bank Securities and General or 

Revenue Obligations of any State in 
the United States 

Local Government Investment Pool 
Repurchase Agreements (other than 

repurchase agreements for the 
investment of general obligation 
bond proceeds and certificates of 
deposit) 

Certificates of Deposit 

Maximum Percentage of Maximum Investment in 
Maturitv Portfolio One Issuer 

5 years At least 20% 

5 years Not more than 20% 5% of the portfolio 
5 years Not more than 15% 5% of the portfolio 
5 years Not more than 20% 5% of the portfoiio 
5 years Not more than 20% 

5 yea= Not more than 20% 
s Not more than 20% 

at the time of 
purchase 

5 years Not more than 15% 5% of the portfolio 
at the time of 
purchase 

The Board of Education approved the investment in a Guaranteed Investment Contract (GIC) as 
an exception to the School District's investment policy. 

Investments Authorized by Debt Agreements 
The School District has entered into two forward delivery agreemenQ with US Bank with 
maturity dares of December 201 1 and December 2023 and one fonvard delivery agreement with 
JP Morgan Chase Bank with a maturity date of December 2018. The provisions of the contracts 
and not the School District's investment policy govern the forward delivery investments. Under 
the terms of the contracts, the School District recorded interest it received in advance as deferred 
revenue in the General Fund. 

Interest Rate Risk 
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair 
value of an investment. The School District investment policy and Colorado revised statute 24- 
75-601.1 limit the maximum maturity for all securities listed above to be no more than five years 
from the date of purchase unless otherwise authorized by the Board of Education. Additionally, 
the School District manages its exposure to interest rate risk by purchasing a combination of 
shorter and longer term investments and by timing cash flows from maturities so that a portion of 
the portfolio is maturing or coming close to maturing evenly over time as necessary to provide 
the cash flow and liquidity needed by operations and debt service requirements. 

The folIowing table shows the distribution of the School District's investments by maturity, 
which displays the sensitivity of the fair values of the School District's investments (including 
investments held by bond trustee) to market rate fluctuations: 
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T v ~ e  of Securitv 
U.S. Agency Obligations 
Commercial Paper 
External Invesbnent Pools 
Money Market Funds 
Stocks 
GIC 
Repurchase Agreement 
U.S. Treasury Obligations 
U.S. Treasury Obligations 

(forward det ivery agreements) 
Total 

Fair Value 
$34,876,567 

3,998,228 
34,183,208 
84,256,141 

3,983 
63,078,234 
86,217,000 
9,288,173 

Maturity 
12 Months or I 3  to 24- 25 to 60 

Months Months 
$2 1,8 18,066 $4,892,187 $8,166,3 14 

3,998,228 
34,183,208 
84,256,141 

3,983 
63,078,234 
86,217,000 
9,288,173 

Investments with Fair Values JXghly Sensitive to Interest Rate Fluctuations 
The School District holds $9,305,377 (27 % of its securities portfolio) in Federal Home Loan 
Mortgage Corporation and Federal National Mortgage Association callable securities. The 
callable feature on these securities affects the fair values of these securities and makes the fair 
values of these securities highly sensitive to changes in interest rates. The School Diskict 
assumes its callable investments will not be called. 

Disclosures Relating to Credit Risk 
Generally, credit risk is the risk that an issuer of an investment will not hlfilI 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. State Iaw limits investments for school districts to 
U.S. treasury issues, other federally backed notes and credits, and other agency offerings (not 
based on derivatives) without limitation. Other investments instruments including bank 
obligations, general obligation bonds and commercial paper are limited to at least one of the 
highest ratings categories of at least one nationally recognized rating agency. 

State law further limits investments in money market funds that are organized according to the 
Federal Lnvestrnent Company Act of 1940, as specified in Rule 2a-7, as amended, as long as 
such rule does not increase the remaining maturities beyond a maximum of three years. The 
School District's investment poIicy adds further restrictions requiring money market funds to 
have a maximum maturity of one year, and have an average maturity of 180 days or less. As of 
June 30, 2006, the money market funds that the School District participated in were rated as 
follows: 

Financial Institution - Fund Rating at June 30,2006 
Wells Fargo Dreyhs Cash Management AAAm 
JP Morgan JPM Prime Money Market Fund AAAm 
Smith Barney ClTI Institutional Liquid Not Rated 

(Reserve Class A) 
UBS Paine Webber UBS Select Money Market Fund . w .  

InstirutionaI Shares 
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Standard and Poors rated all of the U.S. Treasury Obligations heId by the Schaol District at year- 
end as AAA. The School District's investment policy limits investments in commercial paper to 
those in the highest category (minimum OF P- 1 by Moody's Investor Service or A-1 by Standard 
and Poor's Corporation). At June 30, 2006, the School District's investment in commercial 
paper was rated P-1 by Moody's and A-I by Standard and Poors. Certificates of Deposit held by 
the School District as of June 30,2006, are not rated, but subject to the Public Deposit Protection 
Act collateraIization requirements. 

The School District invests in the Colorado Asset Surplus Fund Trust (CSAFE) and ColoTrust, 
local government investment funds, which are rated AAAm by Standard & Poors. The Colorado 
Division of Securities regulates these local government investment pools. The School District's 
position is that these pools are the same as the value of pool shares. 

For repurchase agreements, the School District's investment policy requires that the agreement 
be collateraIized as required by state law at a minimum of 102% of the purchase price plus 
accrued interest (on at feast a weekly basis) and the collateral is delivered and held in a third 
party safekeeping account. The School District's policy does not limit the hoIding of securities 
by counterparties. 

The GIC is not rated; however, it is insured as part of the contractual agreement, see note 7 for 
hrther discussion. 

Concentration of Credit Wsk 
The School District places limits on the amount it may invest in any one issuer. The repurchase 
agreement and the GIC are not subject to the five percent restriction as they are governed by 
contractual restrictions and requirements. 

Investments in any one issuer that represent 5% or more of total investments by reporting unit 
are as follows: 

As of June 30,2006, the SchooI District's investment in Wells Fargo money market fhds of 
$22,263,170, Smith Barney money market funds of $26,152,269 and UBS Financial 
Services money market funds of 22,342,807 individually exceeded 5% of the School 
District's total portfoIio. The Wells Fargo investment is held by the following funds in the 
percentage indicated in the brackets: the Geneml Fund (84%) and the Trust Funds (16%). 
Smith Barney investment is held by the General Fund (8%), Special Revenue Fund (29%) 
the Building Fund (8%), Capita1 Reserve Fund (35%) (all major funds of the school district), 
the Internal Service Funds (19%) (business activity) and a small portion to the Food Service 
Fund (1%). The UBS money market investment is held by the General Fund (97%), Capital 
Reserve Fund (2%) and the Food Service Fund (1%). 

The repurchase agreement of 86,217,000 is reported in the Building Fund (a major fund of 
the SchooI District). As required by the School District's investment policy, the repurchase 
agreement is collateralized with securities held by the counterparty at 103% for U. S. 
Treasuries and t 04% for U.S. Agencies. 

The School District reports the GIC of $63,078,234 in the General Fund as a restricted 
investment maturing on December 15, 2007. Under the terms of the agreement, the 
investment is covered by a separately issued insurance policy. 
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Custodial Credit Risks 
Deposits 
Colorado statutes require that the School District use eligible public depositories as defined by 
the Public Deposit Protection Act of 1989 (the Act). Under the Act, the depository is required to 
pledge eligible collateral having a market value at all times equal to 102% of the aggregate 
public depositories not insured by the Federal Deposit Insurance Corporation. Eligible collateral 
a s  defined by the Act primarily includes obligations of, or guarantees by, the U.S. government, 
the State of CoIorado or any political subdivision thereof and obligations evidenced by notes 
secured by frrst lien mortgages of trust on real property. 

Custodial credit risk is the risk that in the event of a bank failure, the School District will not be 
able to recover its deposits or will not be able to recover collateral securities that are in the 
possession of an outside party. 

The School District does not have a deposit policy for custodial credit risk. As of June 30,2006, 
$7,3 19,681 of the School District's bank balances of $10,784,660 was exposed to custodial 
credit risk. Deposits exposed to credit risk are collateralized with securities held by the pledging 
financial institutions through the Act. The carrying amount related to the School District's bank 
balances was $10,606,159. 

Reconciliation 
The following is a reconciliation of cash and investments per this note to the basic financial 
statements: 

Cash and investments per footnote presentation: 
Cash in bank - carrying amount $ 10,606,159 
investments 327,006,803 

Cash and investments per government-wide statement of net assets: 
%337.612.962 

Cash and cash equivaIents $129,190,068 
Investments 43,547,894 
Restricted investments 150,287,422 

Cash per the fiduciary net assets: 
Private purpose trust 12,889,303 
Agency 1,698,275 

%337.612.962 

3. PROPERTY TAXITS 

Property taxes are Ievied during December and attach an enforceable lien on property as of 
January 1 of the following year. Taxes are payable in either one installment on or before ApriI 
30, or in two equaI payments on or before February 28 and June 15 of each year. The mi11 levy 
is determined by the School District in accordance with state laws and finance formulas. The 
assessments and collections are made by the City and County of Denver and remitted monthly to 
the School District. 

Property taxes levied for the general fund totaled $296,986,760 in 2006. Included in this figure 
are taxes of (1) $12,099,253 which were approved by voters in 1988 and represent the lesser of 
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$12,099,253 or the prior year 1.475 mills based on the mill levy limitations in the State 
constitutional amendment approved by voters in November 1992, and (2) $17,000,000, 
$20,000,000, and $25,000,000, which were approved by voters in 1998, 2003 and 2005, 
respectively, and for which the mill levies art: adjusted as the assessed valuation changes. 
General fund deferred revenues included $9,850,672 of property taxes at June 30, 2006. 
Property taxes levied for the bond redemption find totaled $47,836,048 in 2006 and accounted 
for the entire bond redemption fund deferred revenue balance of $1,603,170 at  June 30,2006. Zn 
accordance with the state statutes, all property tax revenue is recorded in the general fund and 
bond redemption fund. 

Collection fees by the City and County of Denver mount to onequarter of 1% of property taxes 
collected for the general fund and no colIection fees are charged for the bond redemption fund. 
Collection fees are recorded as an expenditure. 

4. FUND DISCLOSURES 

Balances of interfund receivables, payables and transfers at Jane 30,2006 are as follows: 

Fpnd 
General Fund 
Special Revenue Fund 
ProComp Special Reveune Fund 
Bond Redemption Fund 
Building Fund 
Capital Reserve Fund 
Non-major Funds: 

Pupil Activity Fund 
Permanent Fund 

Enterprise - Food Services Fund 
Internal Service Funds 
Fiduciary Fund 
Total 

Due From Due TO Transfers In Transfers Out 
$ 10,153,528 % 1,726,197 S 1,099,855 S 43,891,689 

All interfund receivabIes and payables are the result of normal business and me expected to be 
paid in the current fiscal year. The majority of the School District transfers are from the general 
fund to various other funds as approved by the Board of Education in the approved annual 
budget to meet statutory requirements and support other School District programs. 

The warehouse internal service h o d  had a fund deficit of $127,143 as of June 30, 2006. 
Through a reduction in staff and other cost saving measures, the warehouse is planning to 
eliminate this deficit over the next two years. 
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5. CHANGES IN CAPITAL ASSETS 

A summary of changes in governmental and business-type capita1 assets is as follows: 

Buildings and Construction Capital 
Governmental assets: Land Improvements Equipment In-Propress Leases 
Balance JU[Y 1,2005 $53,617,871 S 622,677,559 S 103,688,841 S 33,948,892 f 5,565,212 $ 819,498,375 
Additions 583,902 13,006,585 47,456,248 6 1,046,736 
Transfers 19,816,625 433,337 (19,8 16,625) (433.337) 
Less - Retirements I0,9QO 1.323.970 - 1,334,870 
Balance June 30,2006 54,190,873 642,494,184 1 15,804,794 61,588,s 15 5,13 1,875 879,210,241 
Less - Accumulated 

Depreciation - 273,535.604 68,735.650 - 1,858,165 344.1 29,419 
Ending net assets u w ? f m L % ~ ~ ~ ~  
Accumulated depreciation - 
July 1,2005 $ 259,667,592 $ 56,951,060 S 1,588,457 $ 3 18,207,109 
Increases 13,868,012 12,649,458 703,045 27,220,s IS 
Transfer 433,337 (433,337) 
Decreases 1.298.205 1,298,205 

Accumulated depreciation - 
June 30,2006 m & A l m & ! L  L ! & i L u , m  

Business-type assets: 
Balance July 1,2005 
Additions 
Less - Retirements 
Balance June 30,2006 
Less - Accumulated depreciation 
Ending net assets 

Accumulated depreciation - JuIy 1,2005 $1,423,801 
Increases 154,986 
Decreases 31,421 
Accumulated depreciation - June 30,2006 %t.547.366 

A summary of the governmental depreciation by function reported in the government-wide 
statement af activities is as follows: 

Tnsmct ion 
Regular 
Special education 
Vocational 

Supporting services 
Pupil support 
Instructional support 
General administration 
School administration 
Business services 
Operation & maintenance 
Pupil transportation 
Central services 
Food services 

TotaI depreciation 
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6. LONG-TERM LIABILITIF,S 

A summary of changes in long-term liabilities i s  as follows: 

Capital 
Lease CertiCicata of Compensated Loan 

Obligations Participation Absences Bonds Payable Pavable - Tolal 

Payable at June 30,2005 $ 5,462,800 $ 447,288,866 S 8,3 14,743 $ 728,733,545 $ 30,885 $ 1,189,830,839 

Addi lions 3,744,625 15 1,750,437 155,495,062 
Accretion of capital interest 6,08 1,967 1,143,666 7,225,633 

Amortization-Loss on Refunding 168,583 1,127,361 1,295,944 

Amortiza!ion of premium (2,787,525) (2,787,525) 

Deferred Loss on Refunding (8,271,583) (8,27 1,583) 
Reductions (2,374,447) (19,050,000) (1,947,936) (164,725,000) (17,087) (188,114,470) 
Payable at June 30,2006 $ 3,088,353 $ 434,489,416 $ 10,111,432 % 706,470,901 $ 13,798 $ 1,154,673,900 - 
Due within one year $ 566,152 1 22,296,417 S 1,846,464 % 22,510,838 $ 13,798 $ 47,233,669 

Long-term liabilities at June 30,2006 is comprised of the following: 
Capital lease obligations: 

The District has entered into various equipment leases with lease terms h m  
36 to1 80 months and implicit interest rates between 3.39% and 5.00%. 

Certificates of participation: 
1996 certificates of participation, varying interest rates of 5.00% to 5.70% 
payable in semiannual installments through 201 1, principal due in annual 
installments of $995,000 to $2,075,000 through December 20 I I .  7,640,000 

1997 taxable certificates of participation, varying interest rates of 6.67% to 
7.32% payable in semiannual installments through 2018, principal due in 
annual installments of $10,235,772 to $42,307,470 through December 201 8. 287,998,038 

2005A taxabIe certificates of participation, weekly reset variable interest rates 
payable in monthly installments through 2018, principal due in annual 
installments of $1,150,000 to $9,350,000 in December of 2010 thraugh 2013 
and 201 8. 23,470,000 

2005B taxable certificates of participation, weekly reset variable interest rates 
payable in monthly installments through 20 18, principal of $32,7 15,000 and 
$29,860,000 due December of 2017 and 20 I8 respectively. 62,575,000 

Unamortized deferred loss on refunding (1,93 1,684) 

Cumulative accretion of interest on Capital Appreciation Certificates at June 
30,2006. 54,73 8,062 
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Bond issuances: 
1994 Genera1 Obligation Refunding Current Interest Bonds, varying interest 
rates of 5.40% to 6.50% payable in semiannual installments through 2010, 
principal due in semiannual installments of $2,063,425 to $10,600,000 through 
December 20 10. 

1994 General Obligation Refunding Premium Capital Appreciation Bonds, 
issued to yield 5.10% to 5.45%, principal and interest payable in three 
remaining installments of $l0,050,000, $10,670,000 and $10,525,000 due 
December 2006, December 2008 and December 2009 respectively. Principal 
value of the Premium Capital Appreciation Bonds. 

Premium pofiion of the Premium Capital Appreciation Bond proceeds 
presented as long-term debt in the financial statements, in accordance with 
generally accepted accounting principles. From a IegaI standpoint, such 
premium is not to be construed as additional outstanding principal, but rather 
as interest. 

I999 General Obligation Bonds, varying interest rates of 4.10% to 5.50% 
payable in semiannual installments through 2023, principal due in annuaI 
installments of $25,000 to $3,385,000 through December 2023. 

2001 General Obligation Qualified Zone Academy Bonds, interest rates of 
.75% to 1.10% payable in semiannual installments through 201 5, principal due 
in balloon of $7,998,175 in 20 15. 

200 1 C General Obligation Bonds, interest rate of 5.50% payable in semiannual 
installments through 201 1, principal due in annual installments of $2,755,000 
to $4,765,000 through December 20 1 1. 

2004 General Obligation Bonds, varying interest rates of 2.00% to 5.00% 
payable in semiannua1 installments through December 2028, principal due in 
annual installments of $2,020,000 to $22,665,000 through December 2028. 

20043 General Obligation Refunding Bonds, varying interest rates of 3.00% to 
5.00% payable in semiannual installments through ~ecember 20 12, principal 
due in semiannual installments of $60,000 to $19,000,000 through December 
2012. 

2004C General Obligation Refunding Bonds, varying interest rates of 2.00% to 
5.00% payable in semiannual installments through December 2018, principal 
due in annual installments of $50,000 to $1 8,400,000 December 201 0 through 
December 20 1 8. 

2005A General Obligation Refunding Bonds, varying interest rates of 3.50% to 
5.50% payable in semiannual installments through December 2023, principal 
due in annual installments of $13,895,000 to $26,735,000 through December 
2023. 129,5 10,000 
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Cumulative accretion of interest on Premium Capital Appreciation Bonds at 
June 30,2006. 14,200,505 

Unamortized bond premium. 33,171,411 

Unamortized deferred loss on refunding (15,657,859) 

Compensated absences payable 10,1I1,432 

Loan payable 13.798 

Total m 
On November 3, 1998, and on November 4,2003, the registered voters of Denver authorized the 
School District to issue $305 million and $3 10.8 milIion, respectively, of general obligation 
bonds. As of June 30, 2004, substantially all authorized 1998 bonds and all authorized 2003 
bonds had been issued. 

On June 23, 2005, the Board o f  Education of the School District authorized the issuance of 
Series 2005A Genera1 Obligation Refunding Bonds to advance refund all of the remaining 
outstanding Series 1999 General Obligation Bonds that could legally be refunded, if certain 
parameters were met. Based on the June 28, 2005, sale, the date and delivery of the $130.29 
million of Series 2005A General Obligation Refunding Bonds was July 6, 2005. This advance 
refunding of $14 1.895 million of Series 1999 General Obligation Bonds will provide the School 
District future savings to its Bond Redemption Fund of approximately $15.9 million or net 
present value savings to the School District of approximately $9.3 million, which is equivalent to 
6.58% of the refunded bonds. 

Annual debt service requirements to maturity are as foIlows (amounts in 000s): 
General ObIi~ation Certif~cates of 

Year Ending Bonds Participation 
June 30 Princiwal Interest Principal Interest 
2007 22,5 11 3 1,750 22,296 20,O 15 
2008 22,477 30,940 25,35 1 19,586 
2009 23,143 30,115 27,127 18,985 
2010 22,988 29,562 29,087 17,075 
201 1 24,144 28,548 3 1,04 1 15,064 
2012-2016 150,902 123,722 1 38,490 5 1,798 
2017-202 1 196,450 83,383 '1 6 1,097 18,854 
2022-2026 1 79,2 1 1 32,649 
2027-2029 65.145 4,481 

TotaI E!3&!za s J z ~ ! J 4  %434.489: 
The annual requirements relating to capital leases as of June 30,2006 are as follows: 

Years Ending June 30, Principal Interest 
2007 566,152 134,198 
2008 40 1,83 1 113,461 
2009 167,667 102,211 
2010 176,245 93,633 
201 1 185,262 84,6 15 
20 12-2016 1,078,565 270,824 
2017-2018 512.631 27,124 
Total s2aBIdz %82696h 
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The I996 Certificates of Participation are to be paid from the capital projects fund - capital 
reserve fund; whereas the I997 taxable certificates of participation are to be paid from the 
general fund. The capital lease obligations will be paid from the general fund. The bond 
obligations will be paid from the bond redemption fund. 

The capital projects building fund balance of $80,390,878 is  from the issuance of Series 2001C 
and Series 2004 general obligation bonds and related interest earnings. At June 30, 2006, the 
School District had capital expenditure purchase commitments outstanding of $3 1,8 12,130. 

Capital Lease Obligations 
The capital lease agreements are for technology and lighting retrofitting and contain a provision 
whereby the leases shall terminate if the Board of Education does not appropriate funds for lease 
payments in any succeeding year. There are no contingent rental payments, escalation clauses or 
other restrictions. The leases contain a provision whereby the titIe of the property will transfer at 
the end of the lease if the lease is not terminated. In accordance with generally accepted 
accounting principles, the leases have been capitaIized at the present value of future lease 
payments, and the computer and copier equipment are reflected in the Government-wide 
financial statements. The current leases are obligations of the general fund and capital reserve 
fund. $5,13 1,875 is the gross amount of the capital lease assets. 

Defeasance of Certificates of Participation 
In prior years, the School District defeased certain certificates of participation by placing the 
proceeds of the new certificates in an irrevocable trust to provide for all future debt service 
payments on the old debt. Accordingly, the trust account assets and the liability for the defeased 
debt are not included in the Schooi District's financial statements. At June 30, 2006, 
$40,469,483 of outstanding certificates of participation is considered defeased. 

Defeasance of General ObIigation Bonds 
In 2004 and as described previously in this note the School District defeased certain of the 1999 
general obligation bonds by placing the proceeds of the new general obligation bonds in an 
irrevocable trust to provide for all future debt service payments on the old debt. Accordingly, 
the trust account assets and the liability for the defeased debt are not included in the School 
District's financial statements. At June 30, 2006, $226,210,000 of refunded 1999 bonds are 
considered defeased. 

Forward Delivery Agreements 
In November 2002, the School District entered into a forward delivery agreement whereby it 
received $.7 million for the general h n d  in exchange for the future earnings from the investment 
of future bond redemption fund property tax coIlections that wiIl be levied to meet the debt 
service requirements for the 2001C general obligation bond issue. Of this $.7 million, $278,054 
has been recognized as revenue, with the remaining amount to be recognized as revenue over the 
remaining life of the bond issue or through November 2012. 

In February 2003, the School District entered into a forward delivery agreement whereby it 
received $9.8 million for the general fund in exchange for the future earnings from the 
investment of future general fund revenues that will be used to meet the debt service 
requirements for the 1997 taxable pension certificates of participation issue. Of this $9.8 
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million, $2,145,938 has been recognized as revenue, with the remaining amount to be recognized 
as revenue over the remaining life of the issue or through December 201 8. 

Compensated Absences Payable 
Compensated absences payable consists of accumulated sick leave time which vests and is 
payable upon retirement and accumulated vacation leave time which vests and is payable upon 
retirement or termination. On the fund financial statements, compensated absence amounts are 
reported as expenditures or expenses when paid. The estimated cost for fiscal year 2007 is 
$1,846,464 based on recent history. The majority of these expenditures are paid by the general 
fund. 

Loans 
The warehouse fund has entered into a financing agreement to purchase a printing press. The 
future debt requirements are as follows: 

Year ending Principal Interest 
June 30,2007 $ U a  $491 

Interest Rate Swap 
Certificates of Participation Series 2005A 
Swap Objective. The DSFLC entered into a cost-of-funds variable-to-fixed interest rate swap 
agreement (the "2005A Swap Agreement") with JP Morgan Chase Bank, N.A. in connection 
with the issuance of the Series 2005A taxable variable rate certificates of participation (the 
"2005A Certificates") on March 24, 2005, as a means of both (a) creating level annual lease 
payments for the School District for all years except fiscal years 2008-2009, 20 15-2016 and 
2016-201 7 under the respective lease agreements dated as of July 1, 1997 and March 24, 2005 
made by and between the DSFLC, as lessor, and the School District, as lessee, with respect to 
the outstanding Series 1997 taxable pension certificates of participation (the "1997 Certificates") 
and 2005A Certificates, respectively, and (b) lowering its financing costs when compared 
against fixed-rate certificates issued at the time of issuance of the 2005A Certificates. The 
intention of entering into the 2005A Swap Agreement was to effectiveiy change the variable 
interest rate on the variable rate 2005A Certificates to a synthetic fixed interest rate (paid by the 
DSFLC under the 2005A Swap Agreement) of 5.235%. 

Swap terms - The 2005A Certificates mature on, and the 2005A Swap Agreement terminates 
on, December 15, 201 8, and the total notional amount of the swap equals the $23,470,000 
aggregate principal amount of the 2005A Certificates. Starting in Fiscal year 20 10-20 1 1, the 
notional value of the swap declines by the same amount of the associated principal amortization 
of the 2005A Certificates. Because the 2005A Swap Agreement is initially a "cost-of-funds" 
swap, the DSFLC pays the swap counterparty, JPMorgan Chase Bank, N.A., a fixed payment of 
5.235% and receives the variable payment due on the Series 2005A certificates. 

Fair vaIue - Because of the manner in which interest rates have changed since execution of the 
2005A Swap Agreement, the swap had a positive fair value as of June 30, 2006. Because the 
interest rate on the 200SA Certificates adjust to changing interest rates, the 2005A Certificates 
do not have a corresponding fair value change. The fair value was determined by market prices 
quoted by the remarketing agent for the 2005A Certificates as of June 30, 2006. (see table 
below). 
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Counterparty credit risk - As of June 30,2006, the DSFLC was exposed to credit risk in the 
amount of the fair value of the 2005 Swap Agreement with respect to the swap counterparty 
because the swap had a positive fair value. However, should interest rates change and the fair 
value of the swap becomes negative, the DSFLC would not be exposed to credit risk. To mitigate 
the potential for credit risk, if the swap counterparty's credit rating from either Standard & 
Poor's and Moody's Investors Service falls to "A-"I"A3", respectiveIy or lower, and the fair 
value of the swap reaches certain threshold amounts, the fair value of the swap is required to be 
collateralized by the swap counterparty with U.S. government securities. Collateral would be 
posted with a third-party custodian. 

Swap Counterparty Data as of June 30,2006 
Credit Rating; 

Swap Notional OutIook = Stable Swap Fair 
Counterpa* Amount Moodv's - S&P Value 

JPMorganChaseBank $23,470,000 Aa2 AA- $768,837 

Basis risk - The 2005A Swap Agreement does not initially expose the DSFLC to basis risk (the 
risk that the variable rate paid at any point in time by the swap counterparty under the 2005A 
Swap Agreement will be less than the variable rate payable by the DSFLC at such point in time 
on the 2005A Certificates) because the 200SA Swap Agreement is initially a "cost-of-funds" 
swap under which the rate payable to the DSFLC by the swap counterparty is equal to the rate 
payable by the DSFLC on the 2005A Certificates (the "Cost-of-Funds Rate"). Upon the 
occurrence of certain events, however, the rate paid by the swap counterparty under the 2005A 
Swap Agreement may convert from the Cost-of-Funds Rate in effect from time to time to the 
One-Month London Lnterbank Offered Rate in effect from time to time. Such events include, 
without limitation: a drop in the credit rating on the 2005A Certificates to below AA-/Ad; a 
drop in the credit rating of the School District to below BBB-/Bad; an event of default or 
termination event by the DSFLC under the 2005A Swap Agreement, the lrust indenture pursuant 
to which the 2005A Certificates are issued or the liquidity facility for the 2005A Certificates; the 
failure of the DSFLC to replace the provider under such liquidity facility or the remarketing 
agent for the 2005A Certificates upon the request of the swap counterparty; or the replacement 
of such liquidity provider or remarketing agent without the consent of the swap counterparty. 
Upon such conversion, the interest rate payable by the DSFLC on the 2005A Certificates at any 
given time may exceed the rate paid by the swap counterparty under the 2005A Swap 
Agreement. 

Termination risk - The DSFLC may optionally terminate the 2005A Swap Agreement with the 
prior consent of the certificate insurer for the 2005A Certificates if the DSFLC has sufficient 
funds to pay any settlement amount due to the swap counterparty if at the time of the termination 
the 2005A Swap Agreement has a negative fair value. The 2005A Swap Agreement may also 
terminate if: (a) an event of default by the DSFLC under the 2005A Swap Agreement or a 
termination event under the 2005A Swap Agreement caused by the DSFLC occurs; and (b) the 
certificate insurer for the 2005A Certificates fails to pay amounts due to the swap counterparty 
from the DSFLC or such insurer enters into Iiquidation or simile proceedings, is downgraded to 
below A-/A3 or is merged into another entity which does not assume the insurance obligations of 
such insurer with respect to the 2005A Swap Agreement, or the insurance policy providing for 
such obligations is declared invalid by a court of competent jurisdiction. If the 2005A Swap 
Agreement is terminated, the Series 2005A certificates would no longer carry a synthetic fixed 
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interest rate, and would be subject to the interest rate risk associated with variable rate 
certificates. 

Interest Rate Swaption 
Certificata of Participation Series 200SB 
Swaption O b j ~ t i v e  - The Denver School Facilities Leasing Corporation (DSFLC) entered into 
a cost-of-funds variable-to-fixed interest rate swaption agreement (the "20053 Swaption 
Agreement") with JP Morgan Chase Bank, N.A. in connection with the issuance of the Series 
2005B taxable variable rate certificates of participation (the "2005B Certificates") on March 24, 
2005, as a means of both (a) applying an option premium payment to be received from the swap 
counterparty under the agreement to the School District's lease payments obligations in fiscal 
years 2008-2009, 20 15-20 16 and 20 16-20 17 under the Lease Agreement dated as of March 24, 
2005, between the DSFLC, as lessor, and the School District, as lessee, executed in connection 
with the 200SB Certificates (the "2005B Lease") and the 1997 tease and 2005A Lease described 
above, so as to provide lease payments for the District under such leases, taken collectiveiy, 
which are level with the other fiscal years such leases are in tffecc and (b) lowering its 
borrowing costs when compared against fixed-rate certificates issued at the time of issuance of 
the  20053 Certificates. The intention of entering into the 2005B Swaption Agreement was to 
effectively change the variable interest rate on the variable rate 2005B Certificates to a synthetic 
fixed interest rate (paid by the DSFLC under the 2005B Swaption Agreement) of 7.0% 
beginning December 13,2007. 

Swap terns - Under the 2005B Swaption Agreement, the swap counterparty, JP Morgan Chase 
Bank, N.A., will make a payment to the DSFLC for an option to cancel the 2005B Swaption 
Agreement on December 15,2007. If the swap counterparty does not cancel the agreement on 
December 15, 2007, it wiIl become effective on such date. If the 2005B Swaption Agreement 
becomes effective, it will terminate on December 15, 2018, the date of final maturity of the 
20053 Certificates, and the total notional amount thereof equaIs the $62,575,000 aggregate 
principal amount of the 2005B Certificates. Starting in fiscal year 20 17-20 1 8, the notional value 
of the swap declines by the same amount of the associated principal amortization of the 2005B 
Certificates. Because the 20058 Swaption Agreement is initially a "Lcost-of-funds" swap, the 
DSFLC will, upon the effectiveness of the agreement on December 15, 2007, pay the swap 
counterparty a fixed payment of 7.0% and receive the variable payment due on the Series 2005B 
Certificates. Whether the swaption agreement is cancelled or not, the DSFLC is to receive the 
$8,100,000 swaption premium pay mene described above, of which $1, I 10,000 was received up- 
front on March 24, 2005, for deposit, together with the net proceeds from the issuance of the 
2005B Certificates, into a guaranteed inveshnent contract maturing on December 15, 2007 (the 
"2005B Investment Contract"), and the remainder of which is to be received in fiscal years 2008- 
2009, 20 15-201 6 and 20 16-20 17 and applied as described above. If the swap counterparty's 
credit rating falls below A-IA3, the present value of the premium due at the time will be 
collateralized by the counterparty with US government securities at a third party custodian. If 
the 2005B Swaption Agreement is not cancelled, the DSFLC intends to redeem, on December 
15, 2007, $62,575,000 of Series 1997 taxable pension certificates of participation that are 
callable on such date (the "Callable 1997 Certificatesy') with the balance of the proceeds of the 
20058 Certificates which are invested under the 2005B lnvestment Contract (See Note 6, Long 
Term Liabilities for disclosure on issuance of certificates of participation). If the 2005B 
Swaption Agreement is cancelled, the DSFLC intends to use such balance invested under the 
2005B Investment Contract to redeem all of the outstanding 2005B Certificates. 
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Fair vaIue - Because of the manner in which interest rates have changed since execution of the 
2005B Swaption Agreemen6 the swap had a negative fair value as of June 30,2006. Because 
the interest rate on the 2005B Certificates adjust to changing interest rates, the 2005B 
Certificates do not have a corresponding fair value change. The fair value was determined by 
market prices quoted by the remarketing agent for the 2005B Certificates as of June 30, 2006. 
(see table below). 

Counterparty credit risk - As of June 30, 2006, the DSFLC was not exposed to credit risk 
because the swap had a negative fair value. However, shouId interest rates change and the fair 
value of the 2005B Swaption Agreement become positive, the DSFLC would be exposed to 
credit risk in the amount of the 2005B Swaption Agreement's fair value. To mitigate the 
potential for credit risk, if the swap counterparty's credit rating ham either Standard & Poor's 
and Moody's Investors Service falls to "A-"/"A3", respectively or lower, and the fair value of 
the swap reaches certain threshoId amounts, the fair value of the swap is required to be 
collateraIized by the swap counterparty with U.S. government securities. Collateral would be 
posted with a third-party custodian. 

Swap Counterparty Data as of June 30,2006 
Credit Rating; 

Swap Notional OutIook = Stable Swap Fair 
Counterparty Amount Moodv's S&P Value 

- 

JP Morgan Chase Bank $62,575,000 Aa2 AA- ($232,042) 

Basis risk - The 2005B Swaption Agreement does not initially expose the DSFLC to basis risk 
(the risk that the variable rate paid at any point in time by the swap counterparty under the 
2005B Swaption Agreement will be less than the variable rate payable by the DSFLC at such 
point in time on the 200SB Certificates), because the 2005B Swaption Agreement is initially a 
"cost-of-hnds" swap under which the rate payable to the DSFLC by the swap counterparty is 
equal to the rate payable by the DSFLC on the 200513 Certificates (the "Cost-of-Funds Rate"). 
Upon the occurrence of certain events, however, the rate paid by the swap counterparty under the 
2005B Swaption Agreement may convert from the Cost-of-Funds Rate in effect from time to 
time to the One-Month London Interbank Offered Rate in effect from time to time. Such events 
include, without limitation: a drop in the credit rating on the 2005B Certificates to below AA- 
/Ad; a drop in the credit rating of the School District to below BBB-IBaa3; an event of default 
or termination event by the DSFLC under the 2005B Swap Agreement, the trust indenture 
pursuant to which the 2005B Certificates are issued or the liquidity facility for the 20055 
Certificates; the failure of the DSFLC to replace the provider under such Iiquidity facility or the 
remarketing agent for the 20058 Certificates upon the request of the swap counterparty; or the 
replacement of such liquidity provider or remarketing agent without the consent of the swap 
counterpaQ. Upon such conversion, fie interest rate payable by the DSFLC on the 2005B 
Certificates at any given time may exceed the rate paid by the swap counterparty under the 
2005B Swap Agreement. 

Termination risk - The DSFLC may optionally terminate the 2005B Swaption Agreement with 
the prior consent of the certificate insurer for the 2005B Certificates if the DSFLC has sufficient 
funds to pay any settlement amount due to the swap counterparty if at the time ofthe termination 
the 2005B Swaption Agreement has a negative fair value. The 200SB Swaption Agreement may 
also terminate if: (a) an event of default by the DSFLC under the 2005B Swaption Agreement or 
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a termination event under the 2005B Swaption Agreement caused by the DSFLC occurs; and (b) 
the certificate insurer for the 2005B Certificates fails to pay amounts due to the swap 
counterparty from the DSFLC or such insurer enters into liquidation or simiIar proceedings, is 
downgraded to below A-/A3 or is merged into another entity which does not assume the 
insurance obligations of such insurer with respect to the 2005B Swaption Agreement or the 
insurance policy providing for such obligations is declared invalid by a court of competent 
jurisdiction. If the swap is terminated, the 2005B Certificates would no longer carry a synthetic 
fixed interest rate, and would be subject to the interest rate risk associated with variable rate 
certificates. 

8. SHORT-TERM DEBT 
It was necessary for the School District to participate in the State of Colorado Interest-Free Loan 
Program by borrowing $177,500,000 throughout the fiscal year in order to meet operating 
expenditures since property tax receipt of significant amounts are not received until March, 
April, May and June. The loan was repaid during the months of March, May and June 2006. 

July 1,2005 June 30,2006 
Balance 
$0 

Borrowed Repayment 
$177,500,000 $177,500,000 

Balance 
$0 

9. PENSION PLAN 

Plan Description 
The School District contributes to the Denver Public Schools Retirement System (System), a 
cost-sharing multiple-employer defined benefit pension plan (the Plan), to provide defined 
retirement, death and disabiIity benefits to plan members and beneficiaries. The System issues a 
publicly available financial report that includes financial statements and required supplementary 
information. A copy of the report can be obtained at the System's ofice at 3700 East Alameda 
Avenue, Suite 400, Denver, CO 80209. The Plan was established in 1945 through state statute. 

Funding Policy 
Employer contributions are based on the funding policy required by Plan provisions. The 
employer contribution rate is fixed at 2.9% of covered salary for the period from July 1,2000 
through June 30,20 10. Should unfunded actuarial accrued liabilities (UAAL) accumulate during 
this period, the employer conwibution rate each year will increase by the amount required to 
amortize the UAAL over 30 years. The actuary of the System issues an annual report as of 
January 1 of each year. The School District adopts changes in the employer contribution rates 
for its fiscal year beginning 18 months after the date of the annual actuarial valuation report. 
The contribution rate for members during fiscal year 2006 was 8% and for the School District 
was 9.48% of gross covered salary. The hnding policy was modified by the Board of Education 
in January 2006 for employer contributions for fiscal years beginning July 1,2005, by which the 
rate wilI increase over a four year period so that by July I ,  2008, it is normal cost plus 
amortization of the UAAL. The School District's contributions for the years ended June 30, 
2006,2005, and 2004 were %29,3 12,127, $24,979.478, and $15,699,579, respectively. 

10. POST EMPLOYMENT BENIIFI'TS 

In addition to providing pension benefits, the School District provides post-retirement health 
insurance contributions and life insurance benefits, in accordance with the Board of Education 
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Resolutions 1690 and 1643, respectively. The contributions and benefits are provided to a11 
employees who retired under the provisions of early, regular, or disability retirement. Currently, 
approximately 4,159 retirees meet the eIigibility requirement. 

. Health Insurance 
Beginning in fiscal year 2004, in accordance with Board of Education action, the maximum 
monthly School District contribution for single coverage under the health insurance program is 
set at $230 for retirees under age 65 or for retirees that only qualify for Part B Medicare. 
Retirees that qualify for both Part A and B of Medicare receive $1 15 per month. Retirees, based 
on the above qualifications, receive either $1 1.50 or $5.75 per month per year of service for a 
maximum of $230 or $1 15, respectively. Retired employees may pay for their dependents on the 
health insurance program. Retirees have the option between two commercial health insurance 
providers or the Denver Public Schools Medical Care Plan, with the latter available for those 
ages 65 and over. Expenditures for post-retirement health care contributions are recognized on a 
pay-as-you-go basis through June 30, 2006. In June 2005, the School District approved the 
establishment of a Retiree Health Benefit Trust for which $13 million was deposited on July 1, 
2005, and the employer contribution rate was 1.19% of gross covered pay011 for a total deposit 
of $16,578,348 for fiscal year 2006. Approximately $7,248,919 was expended on the health 
insurance program for retirees during the year ended June 30,2006. 

Life Insurance 
Life insurance benefits are provided to retirees depending on the date they are eligible to retire. 
Retirees who were eligible to retire prior to September 1, 1997, would receive two times annual 
earnings, with the amount reduced annually during the five-year period after their retirement 
date; at the end of the five year period the life insurance benefit remaining is frnal and paid out 
upon their death. Retirees who were eligible to retiree after September 1, 1997, receive a flat 
dolIar amount of $10,000 payable at the time of their death. This benefit is not available to 
employees hired on or after JuIy 1, 2003. A fund to pre-fund future life insurance for retired 
employees was estabIished in 1978 and is held by the insurance carrier to be used only for the 
purpose of providing life insurance benefits. During the year ended June 30, 2006, the School 
District contributed $1,745,948 to the insurance carrier. The accumulated balance of this Fund 
at June 30,2006, totaled $4,3 19,584. No actuarial report is available. 

11. RISK MANAGEMENT 

The School District's risk management program deals with the efficient operations of the 
commercial insurance programs that provide financial protection to the School District. These 
programs incIude property insurance, several lines of liability insurance, and workers' 
compensation insurance. There have been no significant changes in the insurance programs 
from the prior year. For the prior three years, the amount of claims payments for property and 
liability insurance has not exceeded the amount of insurance coverage. 

The School District has the normal exposures to loss that are part of any large organization. The 
School District is a public faciIity that teaches and supervises 73,066 students, employs 
approximateIy 12,000 people to accomplish these functions, and provides these services in over 
I50 facilities located throughout the City and County of Denver. Exposures to loss include thefi 
of property, tort claims, errors and omissions on the part of School District employees or Board 
members, on the job injuries, and automobiIe liability claims. 
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The School District participates in the Colorado School District's Self-Insurance Pool (the Pool) 
for liability and property coverage. The Pool provides coverage to its members for accidental 
losses as well as services to help reduce losses and costs incurred in handling claims. In return 
for these services the School District pays premiums and assists the Pool in settling losses. 
Furthermore, the School District's responsibilities include working toward reducing the 
exposures that cause losses. Property loss claims are handled primarily through School District 
resources, and claims that allege injury to the public or students are forwarded to the Pool for 
claims management. 

The School District retains a certain level of all liability losses. For the year ended June 30, 
2006, the Schoof District retained $100,000 of each school entity liability loss and $150,000 for 
each autornobiIe liability loss. For the same period the retention level for each property claim 
was $100,000. These deductible levels were arrived at after reviewing the average historical 
losses and determining the amount of each loss the School Disbict could pay directly. 

The workers' compensation insurance program for the plan year ended June 30,2006, was a self- 
financed program with the State of Colorado. This program provided that the School District 
pay the first $500,000 of each loss. General Fund money for the workers' compensation program 
was used to pay expenses and claims costs. The School District uses a third party claims 
administrator to process claims. 

The schedule below represents the claims activity for the fiscal year and the liability for accrued 
claims (incurred but not reported) at year end. The goal is to retain the highest Ievel of each loss 
that makes economical sense. The liability for all cIaims is $2,660,000 at June 30,2006. 

Current Year 
Beginning CIaims and Change Claims Year End 
LiabiliQ In Estimate Pavment Balance 

June 30,2005 $2,560,000 $5,160,997 $5,160,997 $2,560,000 
l une 30,2006 2,560,000 4,087,661 3,987,661 2,660,000 

12. RELATED PARTIlES 

The District has  an intergovernmental agreement with Douglas County School District RE-1, 
Arapahoe County School D i s ~ i c t  No. 6 (Littleton Public Schools), Cherry Creek School Disbict 
No. 5 and Aurora Public Schools to create a board of cooperative educational servers (BOCES) 
for the purpose of operating an expeditionary learning school, the Rocky Mountain School of 
Expeditionary Learning (RMSEL), a kindergarten through 12& grade school. RMSEL is a self 
governing organization with its own Board of Education. The six Board members consist of one 
school Board member from each of the participating districts and one member appointed by the 
sponsoring districts h m  the public at large. 

By contract, the maximum number of students the RMSEL may serve is 32 I .  These students 
must be residents of one of the five participating school districts. All students at KMSEL are 
included in the School District's enrollment number that is reported to the Colorado Department 
of Education for funding purposes. 7 l e  School Disbict receives the funding related to the 
RMSEL students and passes 100% of that funding on to RMSEL along with a portion of state 
and federal categorical aid as appropriate. That funding was $2,168,871 for fiscal year 2006. 
RMSEL purchased special education services from the School District for $98,838 for the same 
year. 
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RMSEL is located at 1700 South Holly, Denver in one of the School District's buildings. 
RMSEL leases that facility from the School District for $150,000 per year. 

13. LlTIGATION AND CONTINGENCIES 

The School District is a pm to numerous pending or threatened lawsuits, under which it may be 
required to pay certain amounts upon final disposition of these matters. After consulting with 
counsel, the School District's management has concIuded that no significant adverse effect on 
the June 30,2006, financial statements should result upon final disposition of these proceedings. 

The School District has a potential liability relating to the "Asbestos Hazard Emergency 
Response Act" (the Act), which is a federally funded hazardous materiaVasbestos management 
program administered by the State Health Deparbnent. It is not possible at this time to estimate 
the amount of expenditures, which will be required to comply with the Act. It is expected that 
these expenditures will not have a significant impact on the financial position of the School 
District. 

Under terms o f  federal and state grants, periodic audits are required and certain costs may be 
questioned as not being appropriate expenditures under the terms of the grants. Such audits 
could lead to reimbursement to the grantor agencies. The School District's management beIieves 
disallowances, if any, will be immaterial. 

The District has several computer and copier lease agreements which contain a provision 
whereby the leases shall terminate if the Board of Education does not appropriate funds for lease 
payments in any succeeding year. There are no contingent rental payments, escalation clauses or 
other restrictions. The computer leases contain a provision whereby the title of the property will 
transfer at the end of the lease if the lease is not terminated, however the value of the computers 
is below the School District's capitalization threshold. The copiers are an operating lease and 
title will not be transferred to the School District. The current leases are primarily obligations of 
the general fund, however several other funds pay for copiers that they are using. 

14. STATEWIDE FISCAL MATTERS 

At the general election held November 3, 1992, the voters of the State approved an amendment 
(commonly termed the Taxpayers Bill of Rights, or TABOR) to Ihe Colorado Constitution 
limiting the ability of the State and local governments such as the School District to increase 
revenues, debt and spending, and restricting property, income and other taxes. On November 2, 
1999, the Denver voters gave the SchooI District approval to exceed the spending limits 
established in TABOR beginning with the 1999 fiscal year. The amendment also requires that 
the State and local governments obtain voter approval to create any "multiple fiscaI year direct or 
indirect debt or other financial obligation whatsoever without adequate present cash reserves 
pledged irrevocably and held for payments in all future fiscal years". The amendment exempts 
from its restrictions the borrowings and fiscal operations of "enterprises". Enterprises are 
defined to include government owned businesses authorized to-issue their own revenue bonds 
and receiving under 10% of their grants from all Colorado State and local governments 
combined. The amendment also requires the establishment of an "Emergency Reserve" equal to 
three percent of fiscal year spending excluding debt service. 
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For fiscal years ending June 30, 1993, through June 30, 2004, the School District had set aside 
cash and investments to satisfy its requirement to find the Emergency Reserve. On June 17, 
2004, the Board of Education of the School District approved a Letter of Credit ("LOC") and 
Reimbursement Agreement which would fund $16.1 million of the School District's Emergency 
Reserve requirement. The Emergency Reserve amount associated with the net payments owed 
by the School District to charter schools and contract schools pursuant to contracts with the 
School District in addition to the SchooI Disbict's Emergency Reserve related to planned 
spending by the Emily Grifith Opportunity School, will continue in the form of cash and 
investments. This LOC and Reimbursement Agreement with JPMorgan Chase Bank was far the 
initial term of the fiscal year beginning July 1, 2004, and renewable for the fiscal years 
beginning July 1, 2005 and July 1, 2006. In June 2005 and 2006, when the School District 
adopted the budget for the ensuing fiscal year, the School District elected to extend the LOC 
and identified the amount of Emergency Reserve and related amount of LOC of $1 6.9 million 
and $17.5 million, respectively, needed for the next budget year. If the School District identifies 
the need to increase the amount of the Emergency Reserve because additional revenues become 
available after the budget has been adopted, such amount of Emergency Reserve increase will be 
in the form of cash. If there ever is a dec1are-d emergency by the School: District Board of 
Education that constitutionally qualifies for use of the Emergency Reserve, the School District 
will notify JPMorgan Chase Bank and obtain a draw down from the LOC to secure the necessary 
cash amount to address the cost of the emergency. The state constitution requires that any 
Emergency Reserve draw down during a fiscal year be restored for the next fiscal year. This 
would be required whether the School District maintained the Emergency Reserve in the form of 
cash or a LOC. In this case, JPMorgan Chase Bank would need to be reimbursed for the amount 
of any draw down from the LOC. If the School District is unable to obtain the funds to 
reimburse JPMorgan Chase Bank by within 30 days before the end of the fiscal year, or if the 
draw down is made during the last 30 days of the fiscal year and reimbursement is not made by 
the School District before the end of the fiscal year, the School District will have an option to 
enter into a Lease Purchase Agreement with the DSFLC to sell certificates of participation 
(COP) through the DSFLC to JPMorgan Chase Bank to satisfy the amount owed (to include 
draw downs and other fees and expenses) by the School District. 

IS. COMPONENT UWTS 

The District's Foundation is included as a component unit. Separately issued financial 
statements are available from the Foundation at 900 Grant Street, Room 7 1 1, Denver, CO 80203. 
Certain note disclosures for the Foundation have been excerpted from the Foundations' financial 
statements: 

Long- Term In vesime~rs 
Long-term investments are carried at estimated fair value and consist of certificates of deposit 
held for long-term purposes under the terms of the agreement with Denver Public Schools. At 
June 30,2006, long-term investments included nine certificates of deposit totaling $145,000 with 
maturity dates ranging from July 13, 2005, to June 12, 2007, and interest rates ranging from 
2.47% to 5.80%. 

Permanently Restricted Net Assets 
In 1999, the Foundation entered into an agreement with Denver Public Schools under which the 
Foundation received $1,000,000. The income and unrealized gains earned on the contribution is 
for unreswicted use in accordance with the purpose of the Foundation. The principal amount of 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

the con~bution cannot be spent by the Foundation for any purpose. In the event of bankruptcy 
or other specified events, the contribution may be required to be returned to Denver Public 
Schools. Under the terms of this agreement, the Foundation heId $1,000,000 of permanently 
restricted net assets at June 30.2006 and 2005. 

In addition, the School District has nineteen Charter Schools, which are classified as component 
units. The Charter School addresses from which reports may be requested are: 

Academy of Urban Learning, 835 E. 18' Ave, Denver, CO 802 18 
Challenges, Choices and Images, 1 537 Alton Street, Aurora, CO 800 10 
Cole College Prep-a KIPP Transformation School, 3240 Humboldt St., 3* Floor, Denver, CO 
80205 
Colorado High School, 1 175 Osage Street, Suite #loo, Denver, CO 80204 
Community Challenge School, 948 Santa Fe Drive, Denver, CO 80204 
Denver Arts and Technology Academy, 3752 Tennyson Street, Denver, CO 802 1 1  
Denver School of Science and TechnoIogy, 2000 Valencia Street, Denver, CO 80238 
Highline Academy, 7808 Cherry Creek South Drive, Suite 304, Denver, CO 8023 1 
KIPP Sunshine Peak Academy, 375 South Tejon Street, Denver, CO 80223 
Life Skills Center of Denver, 1000 Cherokee Street, Denver, CO 80204 
Northeast Academy, 4895 Peoria Street, Denver, CO 80239 
Odyssey School, 8750 East 28' Avenue, Denver, CO 8023 8 
Omar D. Blair-an Edison K-8 Charter School, 4905 Cathay Street, Denver, CO 80249 
Pioneer Charter School, 3230 E. 38' Avenue, Denver, CO 80205 
Ridge View Academy, 28 10 I A East Quincy Avenue, Watkins, CO 80 137 
Skyland Community High School, 3240 Humboldt Street, 2"* Floor, Denver, CO 80205 
Southwest Early College, 3001 South Federal Boulevard, Box 1 14, Denver, CO 80236 
Urban Learning Communities, 1062 Delaware, Denver, CO 80204 
Wyatt Edison, 3620 Franklin Street, Denver, CO 80205 

Certain note disclosures for the Charter Schools are as follows (from their separately - issued 
Charter School reports): 

Signmant Accountittg Pviicies 
The Charter Schools' financial information included with the School District's financial 
statements represents the government-wide financial statements for the Charter Schools. The 
government-wide financial statements for each of the Charter Schools are reported using the 
economic resources measurement focus and the accrual basis of accounting. Revenues are 
recorded when earned, and expenses are recorded when a liability is incurred, regardless of the 
timing of related cash flows. Grants and similar items are recognized as revenue as soon as all 
eligibility requirements imposed by the provider have been met. Other accounting poIicies are 
similar to the School District. 

CasIt and Investmen& 
Deposits held at June 30,2006 were as follows: 

- BankBalance 

Academy of Urban Learning 
Challenges, Choices and Images 

Covered by FDIC 
Carrying Insurance or Uninsured - 
Balance Collateralized Uncollateralized 

$1 72,021 N/ A 
23,870 $140,299 
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Cole College Prep 
Colorado High School 
Community Challenge School 
Denver Arts and Technology Academy 
Denver Scho~l  of Science and 
Technology 
HighIine Academy 
EUPP Sunshine Peak Academy 
Life Skills Center of Denver 
Northeast Academy 
Odyssey School 
Omar D Blair 
Pioneer Charter School 
Ridge View Academy 
Skyland Community High School 
Southwest Early College 
Urban Learning Communities 
Wyatt-Edison 

689,658 
13 1,752 
375,893 
147,690 
37,525 

NIA 
61 1,336 
468,855 
987,125 

89,396 
60,139 

1 10,946 
85 1,953 

143,058 
16,06 I 

NIA $121,936 
N/A 

Charter schools are required to comply with Sbte statutes which specify investment instruments 
meeting defined rating, maturity, custodial and concentration risk criteria in which local 
governments may invest, which incIude: 

Obligations ofthe United States and certain U.S. agency securities 
Certain international agency securities 
General obligation and revenue bonds of U.S. local government entities 
Bankers' acceptances of certain banks 
Commercial paper 
Written repurchase agreements collateralized by certain authorized securities 
Certain money market funds 
Guaranteed investment contracts 
Local government investment pooIs 

At June 30, 2006, Colorado High School had $202,451 invested in the Colorado Local 
Government Liquid Asset Trust (Colotrust), which is registered with the State Securities 
Commissioner and operates similar to a money market fund. Colotrust is  rated M r n  by 
Standard & Poor's. 

At June 30, 2006 Denver Arts and Technology Academy had $902,402 invested in a money 
market find which invests exclusively in U.S. Treasury obligations and is rated M r n  by 
Standard and Poor's. 

At June 30,2006 Denver School of Science and Technology had $1,576,520 in equity in pooled 
cash of the Denver Foundation. Cash deposits are pooled with the Foundation cash and 

-11.59- 
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investments which are held by several banking institutions. Pooled investments represent 
investments in local government investment pools or in money market funds. 

At June 30,2006, Northeast Academy had $173,909 invested in the Colorado Local Government 
Liquid Asset Trust (Colotrust), which is registered with the State Securities Commissioner and 
operates similarly to a money market fund. Colotrust is rated AAAm by Standard and Poor's. 

In addition at June 30, 2006, Odyssey School had $157,465 invested in Colorado Surplus Asset 
Fund trust (CSAFE), which operates similarly to a money market fund and is rated AAAm by 
Standard and Poor's. The State Securities Commissioner administers and enforces the 
requirements of creating and operating CSAFE. 

Capital Assets 
Changes in capital assets for the year ended June 30,2006, are summarized as follows: 

Balances Balances 
July 1,2005 Additions Deletions June 30,2006 

Challenges, Choices and 
Images: 

Computer Sohare $ 3,939 
Computer Equipment 88,83 1 
CLP - Design 
Leasehold Improvements 49,254 
Furniture and Equipment 22,457 

163,98 1 
Accumulated depreciation (93,126) 
Net n 
Colorado High School: 
Building Improvements $ 122,432 $ - $ - $ 122,432 
Equipment 30.1 98 - - 30, I98 

152,630 - - 1 52,630 
Accumulated depreciation (40,564) 11 8,283) - (58.847) 
Net % t129_66 $--. - 
Community Challenge 
School: 
Building improvements $ 150,361 $ - $ $ 150,36 1 
Equipment 45,324 45.324 

195,685 - - 195,685 
Accumulated depreciation (1 95,685) - - ( 195,685) 
Net $ , % -  - $ - 

Denver Arts and 
Technology Academy: 
Capital Assets $6,540,634 $ 6,500 $ - $ 6,547,134 
Equipment 23.426 6,724 - 30.1 50 

6,564,060 13,224 - 6,577,284 
AccumuIated depreciation (202.892) (1 98.634'3 (40 1.526) 
Net $Am&.8 u.Li&&u fl - n 
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Balance 
July 1,2005 

Balances 
June 30,2006 Additions DeIetions 

Denver School of 
Science and TechnoIogy: 
Land 
Total not depreciated 

Buildings 
Vehicles 
Equipment 

Accumulated depreciation 
Net depreciated assets 

Total capital assets, net 

Highline Academy: 
Conshction in Progress 
Totaf not depreciated 

Leasehold Improvements 
Accumulated depreciation 
Net depreciated assets 

Total capital assets, net 

K P P  Sunshine Peak 
Academy: 
Construction in Progress 
Total not depreciated 

Equipment 
Building 

Accumulated depreciation 
Net depreciated assets 

Total capital assets, net 

Nortbeas t Academy: 
Equipment 
Accumulated depreciation 
Net 

Odysscy SchooI: 
Vehicles 
Accumulated depreciation 
Net 
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Balances 
July 1,2005 

Omar ID. Blair: 
Equipment $ 46,800 
Accumulated depreciation (9.85 1) 
Net D 

Ridge View Academy: 
Equipment $ 698,907 
Building Improvements 23.926 

722,833 
Accumulated depreciation (137,163) 

Net m 
Southwest Early 
College: 
Leasehold Improvements $ 85,043 
Equipment 7,000 

92,043 
Accumulated depreciation ( 19.809) 
Net m 
Urban Learning 
Communities: 
Equipment 
Vehicles 
Furniture & fixtures 
Leasehold improvements 
Collections 
(Not Depreciable) 

Accumulated depreciation 
Net 

Wyatt-Edison: 
Equipment 
Furniture & fixtures 
Facilities improvements 
Books & materials 
Building 

Accumulated depreciation 
Net 

BaIances 
Additions Deletions June 30,2006 

Long-term Liabilities and Operating Leasar 
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Academy of Urban Learning: 
As of May 3 1, 2006, the school had entered into an operating lease with the following future 
minimum payments: 

2007 $ 81,330 
2008 98,29 1 
2009 113,513 
20 10 124,386 
2011 134,824 
2012 11,308 
Total 3363,652 

Challenges, Choices and Images: 
As of June 30, 2006, the school had entered into operating leases with the following future 
minimum payments: 

2007 $249,462 
2008 236,279 
2009 144,000 
2010 144,000 
Total $773.741 

Colorado High School: 
The school entered into an operating lease for classrooms and ofice space with a company 
partially owned by related parties. Lease payments ranging from $8,000 to $8,500 are due 
monthly through August 3 1, 2007. Future lease commitments for the existing lease are as 
follows: 

Year ended June 30, 
2007 $102,000 
2008 17,000 
Total s?lE!&a 

Community ChalIenge School: 
The school entered into an operating Iease with the following future minimum lease payments: 

2007 $34,800 
2008 34,800 
Total 252&@ 

Denver Arts and Technology Academy: 
Changes in long-term liabilities for the year-ended June 30,2006, are as follows: 

Balance Balance Due within 
July 1,2005 Additions Payments June 30,2006 one vear 

Building Lease $8,4 15,000 $ - $ 75,000 $8,340,000 $ 85,000 
Note Payable 67.881 - 67-88 I - 

Total %X.482.881%&=2zd!U $BLELBa z~=lBdm 

Future minimum payments are as follows: 
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Year ended 
June 30, 

2007 
2008 
2009 
20 10 
201 1 

20 12-20 16 
20 1 7-202 1 
2022-2026 
2027-203 1 
2032-2034 

Total 

Principal 
$ 85,000 

90,000 
95,000 

100,000 
110,000 
680,000 

1,005,000 
1,475,000 
2,180,000 
2,520,000 

%8.340.000 

build in^ Lease 

Interest 
$ 662,600 

65 6,450 
650,150 
643,500 
636,500 

3,044,000 
2,724,000 
2,252,800 
1,558,400 

470.400 
%13.298.800 

Total 
$ 747,600 

746,450 
745, I50 
743,500 
746,500 

3,724,000 
3,729,000 
3,727,800 
3,738,400 
2.990,400 - 

In December, 2003, the Colorado Educational and Cultural Facilities Authority (CECFA) issued 
$8,320,000 Charter School Revenue Bonds, Series 2003A and $95,000 Taxable Charter SchooI 
Revenue Bonds, Series 2003B. Proceeds from the bonds were Ioaned to the Foundation under a 
lease agreement to construct the School's building. The School is obligated under a lease 
agreement to make monthly lease payments to the Foundation for use of the building. The 
Foundation is required to make equal lease payments to the Trustee, for payment of the bonds. 
Monthly principal and interest payments are due under the lease agreements, with interest 
accruing at rates ranging from 7% to 8%. The lease matures in June, 2034. 

The school has a note payable of $67,881 with the management company, Mosaica Education, 
Inc. Proceeds were used for operations and building improvements. 

Denver School of Science and Technology: 
The following is a summary of the School's long-term debt transactions for the year ended June 
30,2006: 

Balance Balance Duewithin 
July 1.2005 Additions Payments June 30,2006 one vear 

Building Lease $!UN&N % - % . $l150O~O0Q % - - 

In October, 2004, the Colorado Educational and Cultural Facilities Authority (CECFA) issued 
$1,500,000 Charter School Revenue Bonds, Series 2004. Proceeds from the bonds were Ioaned 
to the Building Corporation under a lease agreement to construct a student union, Iandscaping, 
and athletic fields at the schooI site. The school is obligated to make monthly lease payments to 
the Building Corporation for use of the building and fields. The Corporation i s  required to make 
equal lease payments to the Trustee, for payment of the bonds. Interest accrued at 5%. The 
lease matures in December 2013. 
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Future debt service requirements are as follows: 

Year Ended June 30, 
2007 
2008 
2009 
20 10 
201 1 
2012-2014 
Total 

Interest 
$ 75,000 

75,000 
69,500 
58,250 
46,375 
6 1.625 

2!2Em 
HighIine Academy: 
A summary of the Academy's long-term debt transactions for the year ended June 30, 2006 
follows: 

Balances Balances Due Within 
6130105 Additions Payments 6/30/06 Onevear 

Loan Payable Series A $350,000 $ - $74,382 $275,6 18 $105,05 I 
Loan Payable Series B 350,000 - 292 349.708 45 

Total s2!JQ&Q % $l!&,tu- 2i&EL&% 

Future debt service requirements for the loans are as follows: 

Year Ended June 30, Principal Interest Total 
2007 $105,096 $49,404 $154,500 
2008 1 18,948 35,552 154,500 
2009 133,244 2 1,256 1 54,500 
20 10 142,3 16 12,184 1 54,500 
201 1 125.722 3,471 129,193 
TotaI s f z Z L 2 5 - m  

Future lease commitments are as follows: 

Year Ended June 30, 
2007 $ 399,035 
2008 433,480 
2009 445,886 
20 10 456,529 
201 1 467,162 
2012 39,004 
Total s2&4!2% 

KIPP Sunshine Peak Academy: 
Following is a summary of the Academy's long-term debt transactions for the year ended June 
30,2006: 

BaIance Balance Due Within 
6130105 Additions Payments 6/30/06 One Year 

Modular Loan $493,277 $ 6,723 $ 28,498 $471,502 $ 38,374 
Vehicle Loans 24.13 8 - 5,946 18,192 6.463 

Total $5m % -&a %48eh94 kkw2 
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Future payments for the loans are as follows: 

Year ended June 30, 
2007 
2008 
2009 
2010 
201 1 

20 12-20 15 
Total 

Interest 
$ 32,245 

27,64 1 
24,774 
23,301 
16,783 
29,7 14 

&=l&A.a 

Northeast Academy: 
The School entered into an operating lease for school facilities through July 2009. Future 
minimum payments are as follows: 

Year Ended June 30. Pavments 
2007 $ 358,385 
2008 366,162 
2009 373,939 
Total 3iuE&m 

Odyssey Scbool: 
Following is a summary of the SchooI's long-term debt transactions for the year ended June 30, 
2006. 

Balances Balances Due Within 
6/30/05 Additions Payments 6130106 One Year 

Vehicle Leases $40,201 $ - $14,030 $26,171 $16,096 
Compensated Absences - 11.376 - 11.376 

Total $40,201 $11,376 $14,030 $37,547 $1 6,096 

In October 2002, the School entercd into a 5-year lease to purchase two school buses. Vehicles 
in the amount of  $72,544 have been capitalized under this agreement. Monthly payments of 
$1,560 are due under the lease agreement, through August 2007, including interest. 

Minimum lease payments are as follows: 

Year ended June 30. Principal Interest Total 
2007 $1 6,096 $2,662 $1 8,758 
2008 10.075 299 10,374 
Total $26.171$2961$29.132 

Ridge View Academy: 
Following is a summary of Iong-term debt transactions for the year ended June 30,2006: 

Balance Balance Due Within 
6/30/05 Additions Pavments 6130106 One Year 

Compensated Absences %25.151 $fi22!2 $ 2 ! l  ~~ s!Ua 
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Southwest Early College: 
Long-term debt transactions for the year ended June 30,2006 are summarized below: 

Balance Balance Due Within 
6130105 Additions Payments 6/30106 One Year 

Loan Payable - Landlord $69~588 $ -, $ 5 i  UaE? 

The school executed a promissory note with the Iandlord to repay tenant finish costs in excess of 
the agreed lease terms. The note bears interest at the rate of 5% and is payable in 60 monthly 
installments of $1,604, with the final payment due on July I ,  2009. 

Future payments for the loan are as follows: 

Year ended June 30, Princi~aI lnterest 
2007 $ 1  6,966 $2,292 $19,258 
2008 17,834 1,424 i 9,258 
2009 18,747 51 1 19,258 
Total $ 4 . 2 2 7 =  

Future minimum payments under the school facilities operating lease are as follows: 

Year Ended June 30, Payments 
2007 $ 562,121 
2008 576.862 
2009 591,918 
20 10 49.43 1 
Total $t.780.332 

Urban Learning Communities: 

Changes in long-term liabilities for the year-ended June 30,2006, are as follows: 
Balance Balance 

June 30,2005 Additions Payments June 30.2006 

Bank loan szu22 $ L ; L ~ A ~  $222.525 BzLz22 

Urban Cearning Communities has a note payable with a bank that is due March 2007. The note 
bears interest at 1% over prime, with interest payments due quarterly. 

The school entered into an operating lease with the following future minimum lease payments: 

Year ended June 30, 
2007 $21 0,000 
2008 140,000 
Total s2Lzk@& 
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Wyatt-Edison: 

Changes in long-term debt are as follows: 

Balance Balance 
June 30.2005 Additions Deletions June 30,2006 Current 

Note Payable $I,=, , IF -. az&2 ~ $ 9 8 . 0 3 4  

Future minimum payments of the loan with NCB Capital Corporation are as follows: 

Year ended June 30, Principal Interest Total 
2007 $ 98,034 $ 85,079 $ 183,113 
2008 1.5 14.800 79.847 1,594,647 
Total 2uu&kl%Lh4926%117_77.760 

Pension Pian 
All Charter School employees participate in the Denver Public Schools Retirement System, 
which provides defined retirement, death, and disability benefits to participating employees. 

Prior Period Adjustment 
During the year ended June 30, 2006, Denver Arts and TechnoIogy Academy Charter School 
adjusted their beginning net assets from $(1,328,729) to $(1,402,02 1 ) to properly report accrued 
salaries and benefits. 
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Compnrnt U a l b  Net  Arret Inlormation 

ASSETS 

m: 
Csrh and invubnmls 
Dqmi: hcld by Den* Public S h l s  
Reccivabln: 
Aaomts 
Grants 
Ma 

wd - 
Rehued invcrtmmts 
mher m t  arrcrs 
Capital m. nu ofmxnulated d w a t i o n :  
NM subjcd 10 dcpMation 
Depmiabtc 

TOTAL ASSETS 

Liabilitiu: 
Accounts payable 
Grants pqabIe 
A d  pap11 
A d  liabilitiu 
D c f d  rcvmuc 

Due to DERw Public Schmli 
k -sit 
Nooeurrcnt liabititiu: 
Due dthin onc ycy 
Due in marc than one year 

TOT* LIABILITIES 

hEI ASSETS 

Na &.scls: 
lnvcrtcd in capilal nu oIrclalcd debt 
D& Icnice 
Rauiaod for cmapcicr 
Rtslriaed for ~apital o u t k  
Rcmidcd by donon i ~ s u b q u m t  year 
Unrrsrridcd (deficit) 

T ~ A L  Nm ASSWS ( U A B I L ~ T I E S )  

Dcrncr 
hblit Acdcmy Cbmthfq  Cole 

s c b d l  orurban C b o i r q  mod couqc 
Faundatbn Lumlng  I m q a  R+p 





SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO : 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

Componrat UdLr Ntlhrrn InT8rm&Uon 
ASSETS 

Aruu: 
Cash and invubnmu 
mil held by Dcnw Public Schmh 
Rccrivabla: 
Ammu 
Gnnk 
Dlha 

Prrplid hpcrucl 
RrmiUEd inuesbnmu 
Olhu -1 asr#s 

Capital arsns, n a  of accumulated depkation: 
No1 mbjfft to deprcdaticm 
~cprcdablc 

TOTAL ASSES 

LIABILITIES 

Liabililiw 
b u n t s  payable 
Grants payable 
A m  payroll 
A m u d  IiabiIitics 
a t r d  m m u e  
Due to h v u  PublicSchwLr 
tcare m i t  
Wwaurau liabiliticr: 
Due withjn one year 
Dlmc in more lhsn one year 

TOTAL LIABILITIES 

h'd w: 
lnvcstcd in capital asus, n u  o f d a t d  debt 
Dtbt d c c  

Rdcted Tw anagmau 
Rutricted Tor capital outlays 
Rdcted by donors Ior slbxqucnt year 
U d a d  (dt lu l )  

TOYAL NFT ASSIZE (LIABILITIES) 





SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

Dtnwr 

P n b l ~  Acadtmy Cb*Umtm 
Scbaok 0 f U r b ~  C h v l c a  and 

Cornponrnt UniU Artiviter Inlormation Faund.dou Ltlmiag h r u  

Eugenscs: 
Imlmction 
Supporting scrviw 
Dcpmi~rion 
Inkrest 
P m p m  xniccs 
Fundraising 
Management and general 
Wrik-off ~Tuncollcctible promi* lo give 

TOTAL EXPENSES 

Program revenues: 
C b g t s  Tor scniccs 224,824 

OpemtingK~~pilal g m t s  and conmbutiom 4.41 1 97.08 1 

TOTAL PROGRAM REVENUES 4.411 321.W5 

NFF PROGRAM EXPENSES (4,765,184) (356.206) (2.475.649) 

Gcnenl revenues: 
Per pupil revenue 
Cnpiol constntction runding 
Property l;l~ mill lcvy override 
Invcstrnent m i n g s  
Specinl Events 
Unrtslrictcd gmls and conlributions 
Other 

TOTAL GENERAL REVENUES 

CHANGE IN NFT ASSETS 269.949 139.484 24.176 

BEGINNING NETASSl3S (LIABILmES) - As Restaled 4.471.599 71.821 

ENDING NFT ASSETS (LlABLiTIES) S 4.741.548 5 139.484 f 95.997 





SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30,2006 

OmrrD BWr 

An E d k n  Pionrrr 

Norlhcnrt O ~ P V  K-8 Charter Chmrtrr 

Acadcmy School School School Component Units Atiivitn Iniormntioo 

-: 
Inmuction 
Supponing wmMca 
Dcprcciation 
Interest 
Pmgrtunstrvicts 
Fundraising 
Mamgemcnt and general 
Wri tmff  of uncnlltctible promise to give 

TOTAL EXPENSES 

Prognm revenues: 
Charges Tor scrviccs 
OpcmtinglCapitaI and contributions 

TOTAL PROGRAM REVENUES 

Nt3 P R O G M  EXPENSES 

Gcnent revenues: 
Pa pupil rcvcnuc 
Capital construction runding 
Pmpcrty milt I c q  owmde 
Inwtment camings 
Sgeeial Evenls 
UnrcsVicted gnnts and contributions 
Olhcr 

TOTAL GENERAL REVENUES 

CHANGE M NET ASSETS 

MDING NET ASSEiS (LIABLKES) 



Urban 

Lurning wy.w 
Cammuaitiu E d t o n  







SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures, Encumbrances and Changes i i ~ u n d  Balance - 
Budget and Actual (Non-GAAP Budget Basis) 
General Fund 
Year Ended June 30,2006 

Vanance - 
Final Budget to 

Original Budget Final Budget Actual Actual 

REVENUES 
Taxes: 

Property taxes 

Interest on delinquent taxes 3I3,319 3 I3,3 19 

Specific ownership taxes 28,074,204 27,998,877 28,590,021 591,144 

Total taxes 295,050,874 326,091,765 326,677,250 585,485 

Intergovernmental: 

State sources: 
Unrestricted grants-in-aid: 

State equalization 

Restricted granls-in-aid: 
Special education 
Transportalion 
Vocational education 

Other statc 

Total statc sources 

Federal sources: 

Charges for services - tuition 
Investment income 
Other local sources 

TOTAL REVENUES 

(Continued) 



SCHOOL DISTRICT NO. I 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expendltums, Encumbrances and Changes In Fund B_a!ance - 
Budget and Actual (Non-GAAP Budget Basls) 

General Fund 
Year Ended June 30,2006 

Vurisntt - Final 
Original Budgtt Ftnal Bud~et  Actual Budget lo Actual 

E X P E N D W  AND ENCUMBRANCES 
Instmaion: 

Regular 

Spccial cducalion 
Vowiioml 

Othw 

Tom1 instruction 

Support scrviccs: 
Pupil support 

Inslruclionnl support 

Gtntral administration 

School administration 

Busin- service3 

Operations & main:enance 
Pupil tranrpomtion 
Ccnnl serviccs 

Community senicts 

Contingency -nu: 

Compensation i n c m e  reserve 

Emergency reserve 

Capid outIny 
Dcbt ~uvicc: 

Principal rctimcnts 
Interat and fiscal chargm 

Total debt strviff 

Issuance costs olixnificam of pmicipation 

EXCESS (DEFICIENCY) OF REVENLIES 
OVER (WNDER) EXPENDITWES AND 
ENCUMBRANCES (30,361.460) (17,461,806) 48,137,692 6S.SW.498 

OTHER FWANCING SOURCES (USES) 
T m f c n  in 1,103.137 1,103,137 1,099,855 (3,282) 
Transrers out (21,282,679) (45.775.480) (43,891,689) 1,883,791 

Payment lo rcfundcd dcbl (63,855,73 1) 63,855.73 1 

Total othtr financing sourcts (uscs) (20,179,542) ( 108,528,074) (42.791,834) 65.736.240 

NET CHANGE TN FUND BALANCE S (50.34 1 .Dl21 S (125.989.880) 5,345,858 S 131.335.738 

FWD BALANCE AT BEGINNING OF YEhR 12 1,839,283 

m D  BALANCE AT END OF YEAR S 127.18s.l41 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNfY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures, and Changes in Fund Balance - 
Budget and Actual (GAAP Basls) 

Special Revenue Fund 
Year ended June 30,2006 

Variancc - Final 
Budget to Actual OrieinaI Budett Final Budect 

REVENUES 
Intcrgovtmmental: 

Sta i t  sour= 
Fcdcral sourccs 

Charges for servim 
Investment income 

Other local soum 

TOW rcvcnu ts 

EXPENDlTURES 
Instruction: 

Regular 
Specid education 
Vocational 
Other 

Total instruction 

Support servicts: 

Pupil supporl 

hwcliond support 

General administraion 

School sdminirtration 

Business scniffs 
Openlions a2 mainlenanct 

Pupil transpottaion 
Central scrvica 
Olhcr support arvices 

Total support swim 

Community scrvices 

Education Tor n d u l ~  
Capiial outlay 

Tod  cxpcnditures 

DEFICIENCY OF REVENUES UNDER EXPENDITURES (9.976.663) (13,509,587) 

OTHER FMANClNG SOURCES (USES) 
Tmskrs in 3,893,145 4,396,524 

T m f c a  out (240.000) (349,748) 

Told oihcr financing sourn 3.653.145 4.046.776 

NET CHANGE IN F W D  BALANCE S (6.323.5 3 8) S (9.462.814) 

FWD B U N C E  AT BEGINNING OF YEAR 

FUND BALANCE AT END OF YEAR 



SCHOOL DISTRICT NO. 4 
IN THE c l n  AND cou~ru OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures, and Changes in Fund Balance - 
Budget and Actual (GAAP Basis) 
ProComp Special Revenue Fund 
Year ended June 30,2006 

Variance Final 
Budget to 

Original Budget Final Budget Actual Actual 

REVENUES 

Investment income 

Total revenues 

EXPENDlTURES 
Regular instmetion 

Support services: 

General administration 

Unallocated 

Total cxpendinues 24,243,732 24,243,732 2,535,220 21,708,512 

DEFICIENCY OF REVENUES 
UNDER EXPENDlTURES 

OTHER FINANCMG SOURCES 
Transrcrs in 

NET CHANGE M FUND BALANCE $ $ 21,580,377 S 21.580,377 

FUND l3ALANCE AT BEGINNING OF YEAR 

FUND BALANCE AT END OF YEAR S 21.580.377 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
YEAR ENDED JUNE 30,2006 

1. BUDGET BASIS OF ACCOUNTING 

The schedule of revenue, expenditures, encumbrances and changes in fund balances - budget and 
actual has been prepared on the prescribed budget basis of accounting for the School District. For the 
General fund, this basis differs from generally accepted accounting principles (GAAP) because of the 
inclusion of encumbrances and commitments with reported expenditures and the exclusion of salaries 
eamed but unpaid and related indirect cost receivable. In addition, the budget basis makes use of the 
cash basis of accounting for the general fund state transportation payment and forward delivery 
agreements. 

A reconciliation of fund balance reported on the basis of GAAP and fund balance reported on the 
budget basis for the General fund is as follows: 

GAAP basis 
Add: 

Accrued payroll, exclusive of taxes payable 
Deferred revenue for GAAP 
Investment market value adjustment 

Less: 
Encumbrances, net of inventory 
Interest receivable 
Transportation receivable 

Non-GAAP budget basis 

General 
Fund - 

S 85,009,369 

The Special Revenue and ProComp Special Revenue funds are budgeted on a GAAP basis, therefore 
the fund baIances are the same. 

Colorado statutes require that fixed budgets be Iegally adopted for all funds. For budgeting and 
appropriation purposes, operating transfers are reported as revenue and expenditures. Budgets for a11 
funds have been prepared on the budget basis of accounting. The most significant budgeted fund is 
the general find. 

Differences between the originaI budget and final budget for the general fund, totaled an increase of 
$108.4 million and can briefly be summarized as follows: 

$5.7 million in reappropriations 
as of June 30,2005, balances for school programs 
$63.1 miIlion in proceeds from the issuance of 2005B certificates of participation in 2004- 
2005 
$6.8 million in other beginning balance increases 
$2.4 million increase in delinquent property tax collections 
$2.2 million in projected 2005B certificates of participation proceeds reinvestment earnings 
$24.1 million property tax revenues from the November 2005 voter approved mill levy 
override 
$4.7 milIion in taxes due from United Airlines, due in 2003 
$3 million estimated reduction in various other sources of revenue 







SCHOOL DISTRICT NO. 1 
1N THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Combining Balance Sheet 
Nonmajor Governmental Funds 
June 30.2006 

Pupil Total Nonmajor 
Activity Permanent Governmental 
Fund Fund Funds 

ASSETS 

Cash and cash equivalents 
Receivables: 

Accounts 

Total assets 

LIABILITIES AND FUND 

BALANCES 

Liabilities: 
Accounts payable 

Accrued payroll 
Due to other funds 

Total liabilities 

Fund balances: 
Reserved for: 

Emurnbrances 30,74 1 30,741 

Unreserved 42,468 38,130 80,598 

Total fund balances 73,209 38,130 11  1,339 

Total liabilities and fund balances $ 105,233 f 38,691 S 143,924 - - 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Combining Statement of Revenues, Expenditures and changes in Fund Balances 

Nonrnajor Governmental Funds 
Year ended June 30.2006 

REVENUES 
Charges for services 
Investment income 

Pupil TotaI Nonmajor 
Activity Permanent Governmental 

Fund Fund Funds 

Total revenues 5 13,997 2,534 516.531 

EXPENDITURES 
Current: 

Instruction: 
Regular 
Other 

TotaI expenditures 

EXCESS OF REVENUES 
OVER (UNDER) EXPENDIWRES 

OTHER FINANCING SOURCES 
Transfers in 

NET CHANGE IN FUND BALANCES 

FUND BALANCES AT 
BEGINNING OF YEAR 

FUND BALANCES AT END OF YEAR 



SCHOOL DISTRICT NO. I 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures and Encumbrances and 
Changes in Fund Balance - Budget and Actual (Non-GAAP budget basis) 

' 

Building Fund 
Year ended June 30,2006 

REVENUES 
Inveslrncnt income 

Total rcvcnues 

EXPENDITURES AND ENCUMBRANCES: 
Regular instruction 
Support services: 

Operations & maintenance 
Cenl~al services 

Other support service 

To181 support services 

Original Budgct Finat Budget Actual 

Capital outlay 182.333,546 127.166.485 27,534,956 

Total expenditures nnd encumbrances 183.188,761 128.464.287 -- 81,138,747 

DEFICIENCY OF REVENUES UNDER 
EXPENDITURES AND ENCUMBRANCES $ (180.686,054) $ (125.961.580) (77,991,434) 

OTHER FNANCMG SOURCES (USES) 
Transfers oul (473,000) (473.000) 

NET CHANGE IN FUND BALANCE 

FUND BALANCE AT BEGINNWG OF YEAR 126,434,580 

FUND BALANCE AT END OF YEAR 

Final Budget 
to Actual 

See nofa lo suppicmcnlary budget infomnlion 



SCHOOL DISTRICT NO. 1 
IN THE ClrY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures and Encumbrances and 
Changes in Fund Balance - 8udget and Actual (Non-GAAP budget basis)' 
Capital Reserve Fund 
Year ended June 30,2006 

REVENUES 
Investment income 

Olher local sources 

Total revenues 

EXPENDITURES AND ENCUMBRANCES: 
Support services: 

Business services 

Operations & maintenance 

Pupil transportation 

Centml services 

Total support services 

Contingency reservc 

Capital outlay 

Debt service: 
Principal retirements 

Interest and fiscaI charges 

Total debt service 

Total expenditures and encumbrances 

DEFICIENCY OF REVENUES UNDER 
EXPENDITURES AND ENCUMBRANCES 

OTHER FINANCING SOURCES (USES) 
Transfers in 

NET CHANGE IN FUND BALANCE 

FUND BALANCE AT BEGINNING OF YEAR 

Variance Final 
Budget to 

Oripinal Budget Final Bud@ Actual Actual 

FUND BALANCE AT END OF YEAR 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNW OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures, and Changes in Fund Balance - - 
Budget and Actual (GAAP Basis) 
Pupil Activity Fund 
Year ended June 30.2006 

REVENUES 
Charges for services 

Total revenues 

EXPENDInlRES 
Instruction 

Capital outlay 

Total expenditures 

Original Budget Final Budget Actual 

DEFICIENCY OF REVENUES UNDER EXPENDITURE ( I  ,789,573) (1,773,040) (1.699,83 1) 

OTHER FMANCMG SOURCES 
Trans fcrs in 

NET CHANGE IN FUND BALANCE S (150,000) S (133,467) (60,258) 

FUND BALANCE AT BEGINNING OF YEAR 133,467 

FUND BALAhlCE AT END OF YEAR 

Variance Final 
Budget i n  

Actual 



SCHOOL DISTRICT NO. I 
IN THE CllY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures and Changes in Fund Balance =- 
Budget and Actual (GAAP Basis) 
Bond Redemption Fund 
Year Ended June 30,2006 

Variance - 
Original Final FinaI Budget 
Budget Budget Actual to Actual 

REVENUES 
Taxes 
lnvestmcnt income 

Oihcr local sources 

Total revenues 48,038.345 48,396,577 49,125,008 728,43 1 

EXPENDITURES 
Contingency reserve 53,536,344 53,610,579 53,610,579 
Debt service: 
Principal on bonds 22,050,000 22,830,000 22,830,000 
Interest & fiscal charges on bonds 32,X 12,963 3 1,904,174 3 1,918,235 (14,061) 

Total debt service 54,862,963 54,734,174 54,748,235 (1 4,061) 

Issuance costs of debt 22,130 906,228 884,075 22, I53 

Total expenditures 108,421,437 109,250,98 1 SS,632,3 10 53,618,671 

OTHER FINANCMG SOURCES (USES) 
Transfcfi out (1,103,137) (1,103,137) (1,099,855) (3,282) 
proceeds from sale of bnds  15 1,750,436 15 1,750,437 11) 
payments to refunded debt (150,866,338) (1 50,866,339) 1 

Tom1 other financing sources (uses) 

N l 3  CHANGE M FUND BALANCE $ (61,486,229) $ (61,073,443) (6,723,059) S 54,350,384 

FUND BALANCE AT 
BEGINNING OF YEAR 

FUND BALANCE AT 
END OF YEAR 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO . 

Schedule of Revenues and Expenditures - 
Budget and Actual (GAAP Basis) 
Private Purpose Trust Fund 
Year ended June 30,2006 

Variance 
FiaI Budget 

Original Budget Final Budget Actual to Actual 

REVENUES 
Con~ibutions $ 17,566,262 $ 17,566,262 $1 7,775,992 % 209,730 

Scholarship donations 75,000 75,000 145,679 70,679 

Invesment income 28,160 28.160 522,047 493,887 

Total revenues 17,669,422 17,669,422 18,443,7 1 8 774,296 

EXPENDITURES 
COBRA insurance 536,373 537,387 454,699 82,688 

Medical and life insurance 

for retirees 3,928,198 3,403,243 6,996,032 (3,592,789) 

Scholarships 99,626 99,626 48,000 5 1,626 

Educational reimbursements 196,893 196,893 7,932 188,% I 

Reserve 16,7 19,222 16,689.9 10 - 16,689,9 10 

Total expenditures 21,480,3 12 20,927,059 7,506,663 13,420,396 

NET CHANGE IN FUND BALANCE $ (7 8- $ (7.257-6771 10,937,055 9- 

FUND BALANCE 
AT BEG INNING OF YEAR 

FUND BALANCE 
AT END OF YEAR $14,194,692 

See notes to supplementary budget information 



SCHOOL DISTRICT NO. 7 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenditures and Encumbrances - 
Budget and Actual (GAAP Basls) 
Permanent Government Fund 
Year ended June 30,2006 

Variance 

Final Budget 
Original Budget Final Budget Actual to Actual 

R E E W E S  
Investment income 

Misccllan~us income 

Total rcvtnues 

EXPENDITURES 
Regular instruction 

Pupil scrvices 

Total expenditures 

NET CHANGE iN FUND BALANCE 

FUND BALANCE AT BEGINNING OF YEAR 

FUND BALANCE AT END OF YEAR 

Sce notu to supp lerncn~  budge! information 



SCHOOL DISTRICT NO. I 
IN THE ClrY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, and Changes in Fund Balance - 
Budget and Actual (GAAP Basis) 
Food Service Fund 
Year ended June 30,2006 

Orieinal Budect Final Rudect 

OPERATING REVENUE: 
Food sals 

Totd operaling rcverrun 

OPERATING EXPENSES 
Cost of g d s :  
Purchased 
Donated 

Salarics and employee benefits 
Ulililies 
SuppIics 
Repais and maintenance 
Renr 
Depreciation 
Administrative services 
Other 

Tala1 opeming expcnses 

Operating loss (25,920,569) (25,698,5593 

NON-OPERATING REVENUES 
Rcimburscmcnts from government sponsored programs 14,049.276 14,049,276 
Donatcd wmmodities from federal govcmment 1,003,799 1,003,799 

investment income 146,385 146,385 
Oiher loml services 25,107 25.107 

Total non-apcra~ing revenues 15,224,567 15,224,567 

Net loss before transrers (10,696,002) ( 1  0,473,992) 

Transfer from the building fund 473,000 473,000 

CHANGE IN NET ASSETS S (1 0,223,002) S ( 10,0013,992) 

TOTAL NET ASSETS - BEGRWMG OF YEAR 

Actual 

Variance Final 
Budget to 
Actural 

TOTAL NET ASSETS - END OF YEAR 



SCHOOL DISTRlCT NO. I 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedul~ of Revenues, Expanses, and Changes in Fund Net Assets 
8udget and Actual (GAAP Basis) 
Internal Sewlee Self Insurance Fund 
Year Ended June 30,2006 

Variance 

Original Final Final Badgtt 

Bod@ Budget Actual to Actual 

OPERATING REVENUE 

Billings to funds 

Other 
Tolal opmling mcnua 

OPERATING EXPENSES 

Salarics wd employcc 

benefits 

P u r c h d  professional 

& technical services 

P u r c h d  propcrty strviccs 

Other purchmcd scrviccs 

Supplia 

Other 

h s u m c c  

Claims 

Total optnling cxprm 

NON4PERATING REVENUES: 
Insumncc claims 

h v e s ~ r n l  income 

Tolnl non+pcratingrcvtnucs 

CHANGE IN NET ASSETS 

NET ASSETS AT BEGINNING OF YEAR 

NET ASSRS AT END OF YEAR 



SCHOOL DISTRICT NO. I 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenses, and Changes in Fund Net Assets 
Budget and Actual (GAAP Basls) 
Internal Sewlce DOTS Fund 
Year Ended June 30,2006 

Variance 

Final Budget 

OPERATMG REVENUE 

Billings lo funds 

Othcr 

TotaI opcnring revenues 

OPERATING EXPENSES 

Salaries and employcc 

benefits 

Supplies 
Depreciation 

Total operating expenscs 

Openting income (loss) 

NON-OPERATING REVENUES: 
Investment income 

NCI income (10%) before msfers 

Transfers out 

CHANGE IN NET ASSETS 

NET ASSETS AT BEGINNING OF YEAR 

Original Budget Final Budget Actual to Actual 

S 160,225 S 160,225 S 147,435 S (1 2,790) 

NET ASSETS AT END OF YEAR 



SCHOOL DISTRICT NO. I 
IN THE CITY AND COUNIY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenses, and Changes in Fund Net Assets 
Budget and Actual (GAAP Basis) 
Internal Service Maintenance Fund 
Year Ended June 30,2006 

OPERATING REVENUE 
Billings to funds 

Total operating revenues 

OPERATiNG EXPENSES 

Salaries and empIoyee 

benefits 

Other purchased services 
Supplies 

Total operating expenses 

Operating income (Ioss) 

Variance 

Original Final Budget 

Budget Final Budget Actual to Actual 

I 
d 

CHANGE IN NET ASSETS % u 63 w 

NET LIABlLITIES AT BEGINNING OF YEAR 

NET LIABILITIES AT END OF YEAR 



SCHOOL DISTRICT NO. I 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Schedule of Revenues, Expenses, and Changes in Fund Net Assets 
Budget and Actual (GAAP Basis) 

Internal Service Warehouse Fund 
Year Ended June 30,2006 

Variance 

Final Budget 

Original Budget Final Budget Actual to Actual 

OPERATING REVENUE 
Billings to hnds 

Other 

Totnl upcrating revenues 

OPERATING EXPENSES 
Cost of goods sold 

Salaries and cmployee 

kneti ts 

Purchased pmfessional 

& technical semccs 

Purchascd property services 

Othcr purchased serviccs 

Supplies 

Depreciation 
Other 

Total operating expenses 

Opcraling income {Ioss) 25,000 398,398 27 1,255 (1 27.143) 

CHANGE IN NET ASSETS S m 271,255 

NET LIABILITIES AT BEGINNING OF YEAR (398.398) 

NET LIABILITIES AT END OF YEAR m 

See nolcs 10 supplmcntuy budget infomalion 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

NOTES TO SUPPLEMENTARY BUDGET INFORMATION 
YEAR ENDED JUNE 30,2006 

1. BUDGET BASIS OF ACCOUNTING 

The schedule of revenue, expenditures, encllrnbrances and changes in fund balances - budget and 
actual for the Building Fund and Capital Reserve Fund, has been prepared on the prescribed 
budget basis of accounting for the School District. This basis differs from generally accepted 
accounting principles (GAAP) because of the incIusion of encumbrances and commitments with 
reported expenditures and the exclusion of salaries earned but unpaid. 

A reconciliation of fund balances reported on the basis of GAAP and fund balances reported on 
the budget basis is  as follows: 

Capital 
Building Reserve 
Fund Fund 

GAAP basis $80,390,878 $13,171,152 
Add: 

Accrued payroll 24,535 
Less: 

Interest receivabIe 160,137 14,3 13 
Encumbrances, net 31,812,130 1,578.99 1 

Non-GAAP budget basis iL4zuka 

Fund balances for the Pupil Activity hnd,  Bond Redemption fund, the Private Purpose fund, the 
Permanent Government fund, and the Proprietary funds are the same on the GAAP and Budget 
basis. 

Colorado statutes require that fixed budgets be legally adopted for al l  finds. For budgeting and 
appropriation purposes, operating transfers are reported as revenue and expenditures. The 
original budget for each of these funds was equal to the prior year final budget. As better 
information became available, the budgets were adjusted. 
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SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Combining Statement of Revenues, Expenses and Changes in Fund Net Assets - 
internal Service Funds 
Year Ended June 30,2006 

DOTS 

Self Senice 

Insurance Bureau Msiotenaocc Warehouse Total 

OPERATING REVENUES 

Billings to finds 

Other 

Tofal opmung revenues 

OPEIUTING EXPENSES 

Cost of g& sold 

S a l d a  and cmploycc 

bcncfits 
P u r c h ~ e d  professional 

& rtchnical services 

Purchased property scmces 176,838 176,838 

Other purchased services 7,425 8,849 4,986 2 1,260 

Sup plia -53,463 64,689 79.674 10,118 207,944 I 

Depreciation 

Other 

Insurance 
Claim 

Total operating expenses 

Openting Incornc 

NON-OPERATING REVENUES 

Insurance claim 

Invertmcnt income 

TotaI non-opcnting revenues 

Transfers out 

CHANGE M NET ASSEE 

NET ASSETS ( L l A B I L m )  
AT BEGINNING OF YEAR 

NET ASSETS (LtABILITlES) AT END OF YEAR 





SCHOOL DlSTRiCT NO. 7 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

Statement of Changes in Assets and Liabilities 
Agency Fund 
Year ended June 30,2006 

Balance Balance 
Julv 1.2005 Additions Deletions June 30.2006 

ASSETS - Cash $ 1,697,305 S 4,815,599 $ 4,814,629 $ 1,698,275 

LIABILITIES - Due to student groups $ 1,697,305 $ 4,815,599 S 4,814.629 $ 1,698,275 



SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 
Capital Assets Used in the Operation of GovernmentaI Funds 
Schedule By Source 
June 30,2006 

Governmental funds capital assets: 

Land 
Buildings 
Equipment & capital Ieases 
Construction in progress 

Tolal govemmental funds capital assets 

Investments in governmental funds capital assets by source: 

Donations 
General Fund 

Special Revenue Fund 
Pupil Activity Fund 

Building Fund 
Capital Reserve Fund 

Internal Service Fund 
Total governmental funds capital assets 

This schedule presents only the capital asset balances related to govemmental funds. Accordingly, 
the assets reported in internal service funds are included in the above amounts. The capital assets of 
internal service h d s  are included as governmental activities in the statement of net assets. 
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SCHOOL DISTRICT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

i 

Capital Assets Used in the Operation of Governmental Funds 
Schedule of Changes by Function and Activity 
Year Ended June 30,2006 

Capital CapltaI 

k c  b Assets 

July 1,2005 Additions Dtductioas June 30,2006 

Instruction: 

Regular 

Special education 
Vocational 

Total instruction 

Supporting sources: 

PupiI support 

Instructional support 
General administration 
School administration 

Business services 
Operations & maintenance 
Pupil transportation 

Cenml services 
Food services 

Other support services 

Total supporting services 

Capital =sets 





 
 
 
 

3. Statistical Section 





SCHOOL DISTRICT NO. 1 
IN THE C l l Y  AND COUNTY OF DENVER AND STATE OF COLORADO 

CBA NG ES IN NET ASSETS 
UST FIVE FISCAL YEARS (Uanadited) 

20[)6 IO(H 

E x ~ m :  
G m e m e n !  activities: 

Instructional -w S 371.166.191 S 345,648.417 
Suppning scrviccr: 

Pupil support 26557.633 22,984,ln 
I m t ~ c l i o n a l  mpprt 49,672365 48.91 2,898 
G d  adminutration 3,732,940 3.243,316 
School administration 37,835JM 36.8953 52 
Busincrs scm"m 7,651.665 1 1,271,332 
Opention rrnd rnaimcnance 105,354,973 98.1 11.896 
Pupil lransprtation 22,387,623 UJT1.867 
C e n d  SCMCU 35,764,332 27,254,228 
Olhu supporl senices 7,757,463 Z.b5&614 

Community scm"ccs 2,582.23 1 2.663.752 
Education Tor adulfs l3,[25.670 IZ.109,498 

Fcdxmccs 4 16,656 4 14,678 
I n t c m  on long-term debt M1.969.279 59299,461. 

Tom1 govcmmcntd activities upem 744.974.325 693.743,9&6 

Brrri- activities: 
F d  scrvifcs 2 1,909.939 2 1,408.865 

To~al business-type ~ t i v i l l ' ~ ~  ex- 2 1 ,909.939 21,408.865 

TolnI ptimary government upenscs 766,884264 715.1S2.851 

Program menuu:  
Government activitiu: 

ChYgcr for SCMCCS 17,240,693 15.21 8,942 
Operating p n u  and contributions 105,016,637 95,575,843 

Totul povemrncntnl activities program revenues 122237.330 110,794.785 

Businastype activiuu: 
Fwd xmw 3.986.679 4.260398 
Opemting pants and wntn%u!iom 17.t47.755 16.670,6n 

Totnl business-type nctivitiu pmgram revenucs 21.134,434 20.93 1 R75 

Total prirnnry government pgram revenues 143.391.764 13 1,725.860 

Nct (Expenst3) Rtvenue 
Govemmrnt activitiu (621,716,995) (582,949,201) 

Busincsr-type nctintiu (ns.505) (4n,790) 

Total primary gmmmenl ncl expew (623,492.500) (583.426,Wl) 

Ccncmt rwtauu aad other cbangu in net w&: 
Government aclivilin: 

Proper4y lnxu 346J8?.5M) 3 10,826,597 
Spe~ific ownership wcr 28.590.015 27,705,700 
Payment in lieu o f m u  67.051 100.126 
Shtc eqwlialion 212,479,580 204.402,130 
Interrrt u d  invcnmcnl income 8.896.M6 7,442,139 
0th- 7,748,492 15,133,477 
hymcnb to fiduciary rund 
- s r ~ l r r ~ r ~  (129~76)  

Towl go~~mmental wtin'liu 6M.063.695 565.480.793 

Bwincwtypc activilia: 

lnterert ~d i n w e n t  income 150.5% 39.719 
Tryufen 129,376 

Toal bwina-type yliViti~r 150,596 169.1 05 

Tow primary povcmmcnt 6M.2 14.29 1 565,649.898 

Cbangc in N e l  Autb 

Govemmcninl naivilics ( 18.653.300) (1 7,468.408) 

Busin- eclivilia (624.W9) (308.685) 

TOM primary govcmmtnt S (14378.209) 3 (17.777.093) 

Source: Schml Dinritt annual l invlt ial  rcpastt Tor Iht ~ p c c r i v t  y a  

Dmt~ prtwni4 u from T I  ymr3W2. he fimt ytyorGASB S!a!emcnl N0.W impltrnentation. 

Nntt: nt Sthml  Dimict m t d d  prior perid adjunmmtr in f i d  year 2003 and 2 O M  of S(3 1.043.1 79) and S 15,688,201, repxrivcly. Both ntrc relu~ed 
tothe implcmtnlltion oiGASB Swtcment No. 34. 



SCHOOL DISTRICT NO. I 
IN THE C l l Y  AND COUNW OF DENVER AND STATE OF COLORADO 

FUND BALANCES, GOVERNMENTAL FUNDS 
LAST FIVE FISCAL YEARS (Unaudited) 

Gentrnl Fund 
Rmd for: 

Encumbrances 
inventory 

Emergency rcscnz 

Uruservtd. reported in: 
Gencral fund 

Totd gentml fund 

All  olber govcmmtnlal fun& 
Restwad for 

Encumbrances 
Principal and interest on kvnds payable 
Emctscncy reserve 
Unrcservcd, repartEd in: 

Building fund 

Capital m c m  fund 
Spxial rcvenue funds 
Ptmmnt fund 

T h l  all other govemmentd funds 

TOM fund balances 

Source: Schml District annual financial reporls for thc raptctivc ycars 

[hu pruentcd is from f i s d  y~ar2002. the first year olCASB Stnlcment No.34 irnplernenbtion. 



SCHOOL DlST RlCT NO. 1 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

CHANCES IN FUND BALANCES, GOVERNMENTAL FONDS 
LlST FIVE FISCAL YEARS (Unaudited) 

2006 ZOOS 

State sourm 239,755.8 1 1 230,159,054 
Fcdcral sources 66,480,760 63,586,906 

Charge for swim 10,216,769 9.668.067 
Investment income 8,896,CM6 7,442,139 

Othcr I d  sour- 26,099.1 14 21.088.850 

Total rcvcnue 726,309,494 670.012.Il2 

C m t :  
Insbuctional servicts 
Supponing servim: 
Pupil suppon 
Instructional support 
Gcncral administrauon 
School adminisIration 
Businas servim 
Operalion and rnainlcnanw 
Pupil Ininsportation 
Central servim 

Olbcr suppon scrv iw 

Total suppo~t s e r v i c ~  

Community S C M C ~  

Eduwlion for adults 
Capital oull;ly 
Debt scrvicc: 

Principal 
lntettst and fiscal charges 

T o d  debt service 

fssuancc costs of debt 
T a d  expcnditurts 

Excess (deficiency) of revenues 
ova (undcr) expenditures 

Othcr fionncing sourrcs (uses): 
TrnnsFe~x in 
Tansrcrs out 
Issuance of ccrtificalts of participation 
k u a n c c  of bonds 
Prcmium on issuance of dcbt 
Payment to rrfunded dcbt 

Total othcr financing sour- 

Change in fund balanccs 

Dfbt se i cc  as a perccnlagc of 
noncapital expenditures 

Source: School District mud financial rcpom for thc mpcctive ycars 

Data presented is from fiscal year 2002, thc fmt year ofGAS8 SLalcment No.34 implcmcnlalion. 

- 111.4 - 



SCHOOL DISTRICT NO. ? 
IN THE C l W  AND COUNTY OF DENVER AND STATE OF COLORADO 

SUMMARY OF EXPENDITURES BY FUNCTION AND OTHER FINANCING USES - GENERAL FLMD 
LAST FIVE FISCAL YEARS (Unaudited) 

2W6 2005 2004 2003 
Expenditures 

lnstructiond services S 300,321,073 $ 283,890,101 S 269,426,915 S 27 1,45 1,095 
Supporting services: 

Pupil support 22,065,938 19,411,172 19,438,879 18,763,924 
Ins~ct ional  svpprt 22,992,657 22,4 18,685 24,244,285 24,287,949 
General administration 3,47 1,600 3,162,562 4,050,608 3,742,936 
School administration 34,624,478 34,061,222 33,606,983 33,066,138 
Business services 5,446,822 9,20 1,49 1 8,620,150 8,422,593 
Opewion and mainrenance 48,254,304 44,748,030 44,23 1,342 39,599,261 
Pupil lmportalion 17,085,080 18,602,405 19,33 1,826 18,713,377 
C e n d  services 25,806,952 20,268,194 20,849,283 19,994,336 
Olher support xrviccs 5,079.475 132,797 42 1,508 267,810 

Total support servim 184.827.306 172,006,558 174.794.864 166,858,384 

Community servica 10S,34S 43,753 62,758 75,709 
Education for adults 
Capital outlay 842,493 2,286,534 2,461,820 6,630,17 1 
Debt scrvice: 

Principal 20,132,s 17 16,709,789 13,778,313 11,188,456 
Interest and fiscal charges 2 1,896,963 20,407,629 21,443,173 21,895,101 

lssuance costs or debt 1,436.06 1 

Total expenditurn 528.126.000 496,780,425 48 1,967,843 478,098,916 

Other financing us=: 
Tmnsfers out 43,891,689 19,74 1,993 19,906,307 23,44 1,886 
Payment to refunded debt 22.665.028 1,459,397 

Total olher financing uses 43,891,689 42.407.02 1 21,865.704 23.44 1,886 

Total expcnditurw and 

other financing u s a  f 572.017.689 S 539,187,446 $ 503,833,547 S 501.540.802 

Source: Schml District annual financial reports for the respective ye;trs 

Data presented is from f i sd  year 2002, the firsf year of GASB Stalernen~ No.34 implcmentalion 



SCHOOL DlSTRlCT No. 'i 
IN THE CITY AND C O U N M  OF DENVER AND STATE OF COLORADO 

SUMMARY OF REVENUES BY SOURCE AND O ~ E R  FINANCZNG SouRces - GENERAL FUND 
LAST FIVE FISCAL YEARS (Unaudited) 

SLatc sour= 
Fcdcraf sources 

Charge for d c c s  
lnvcsunmt income 
Oihcr t d  sourm 

Other financing sources: 

Trans f a  in 1,099,855 1,093,776 762,986 588.748 89 1,625 
Issuance of certificata o f  participation 86.045.000 4.700.000 a 370.106 

TOM other fmancing sourcts 1,099,855 87.138.776 5,462,986 2.680,939 1.26 1.73 1 

Tolal revenue and olhcr financing sour= S 575.474.454 S 61 1.437.176 S 5 15.180.232 S 486,202,852 S 466,549,535 

Source: School District annual Ciancial reports for the rcspectivt y~ars 

Dab presented is from heal year 2002, the fmt ytar of GASB Staicmcnt N0.34 hplemcntation. 



SCHOOL DISTRICT NO. I - 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

ASSESSED VALUE A M )  ESTIMATED ACTUAL VALVE OF TAXABLE PROPERTY 
LA= FOUR TAX YL4RS (Uanuditril) 

Taxable Percent of Taxable Percent of Tavable Percent of  Taxable Pcmnr o f  

hressed Taxable h e r s t d  Taxable Aszuscd Taxable Asrsscd Tmble 
Clus Value Vatuntion VaIuc Valuation Value Valuation value Vnluntion 

Cornmerid 

Rtsidenlial 
PcISOnd PropCrty 
Slntc h m e d  
Indusin'al 
V a m t  b d  

Oil and Gar 
A@icultural 

Total Gma 
Ltss Tax Incrcmcnt Finance 

T ~ b l  Ncl 

Soutcc: City and County of Denver Assusoh Omce 

Data p m n t d  is  h r n  fiscal year 2002, the fin1 year olGASB Stntemtnr N0.34 implernenlntion. 



SCHOOL DISTRICT NO. I 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

PROPERTY TAX RATES PER $1,000 OF ASSESSED VALUATION - 
DIRECT AND ALL OVERLAPPING GOVERNMENTS 
LAST TEN YEARS (Unaudited) 

Police Improvement 
Bond and and 

Tax General Redemption Deny e r  Firemens Services 
Year Fund Fund Total County Pension Districts Total 

Source: City and County of Denver absmct of assessment and summary of levies for the 
respective years. 



SCHOOL DISTRICT NO. t 
IN THE CITY AND COUNlY OF DENVER AND STATE OF COLORADO 

PRlNCIPAL PROPERTY TAX PAYERS 
CURRENT YEAR AND NINE YEARS AGO (Unauditcd) 

2005 
Percent of 

Taxable District's Talal 
Assessed Taxable 

Taxpayer Value Rank ValuHl) 

QwesS hc. % 173,030 1 1.93% 

Public Scrvice Company - Xcel Energy 170,816 2 1.91% 

United Airlines, Inc. 118,853 3 1.33% 

Equity OFfice Propcrtits 98,008 4 1.10% 

Republic Plaza Propertics 65,156 5 0.73% 

Crescent Real Estate Equi t its 63,553 6 0.71% 

Temple Hoyne Buell Foundation 59,586 7 0.67% 

Columbia-Wealhare, LLC 59,295 8 0.66% 

Miller Anschuk Properties, LLC 

Rcsource Capilal Management 

I700 Linwln Ltd 

Totals $904.934 

Source: 
( I )  Excludes motor vehicles (fw-in-lieu and age based) 
(2)  Total gross taxabIt value for 2005 (for 2006 tax colIection year) = $8,943,168 

(3) Total gross larabIe value for 1996 (for 1997 tax collection year) = S4,320,000 

Tarable 
Asstssed 

VaIue Rank 

Perccnt of 
District's Total 

Taxable 
Value (1) 

Soum: 2005 - City and County of Dcnvcr Auditor's Ortice 
1996 - Denvcr Public School District # I  CAFR 



SCHOOL DISTRICT NO. I 
IN THE CIlY AND COUNTY OF DENVER AND STATE OF COLORADO 

PROPERTY TAX LEVTES AND COLLECTIONS 
LAST TEN YEARS (Unaudited) 

Delinquent Percent of 
Percent Taxes Total Tax 

of Collected Total Collections 
Calendar Total Current Tax Levy (Taxes Taxes to Current 

Year Tax LRVV Collections Collected Refunded1 Collected Tax Levy 

Source: School District Financial Services office for the respective years. 

* Property taxes are levied on a calendar year basis. Tax collections for 2006 represent collections 
for January through August. 



SCHOOL DISTRICT NO. I 
IN THE Cl fY AND COUNTY OF DENVER AND STATE OF COLORADO 

RATIOS OF OUEXANDING DEBT 
IAST TEN FISCAL YEARS (Unluditrd) 

Ccdfiutu mu1 k l  Dab1 Net Rand& Nu Bonded 
Dlrtriff Aslascd Gross or Cnpiul Primrry &#Ice Fun& Debt fa Debt 

Y u r  Popalnlion Ymludbn Bonded Dtbt PlnlrrttpzUvn LUM Cnvcrnmtnl Avrilnblr N@ Dtbt Assuxd YBIUC Per CmpIu 

Source: -1 Dimict Fmdr 

Nott: aeuil r c p d t ~ g  rhe Dueict's outstading debt M k (mud in thc m t s  lo  rhc firmeid rr*unm& 
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SCHOOL DISTRICT NO. t 
IN THE CITY AND COUNTY OF DENVER AND STATE OF COLORADO 

DEMOGRAPHIC AND ECONOMIC STATISTICS 
LAST TEN FISCAL YEARS (Unaudited) 

Year TotaI Median 
Ended Personal Per Capita Median School Unempl~ymeot 
June 30, Population Income Income Age EnrolIment Rate 

Sourcc: 
City and County of Denver CAFR 

PopuIation estirnatm for I996 through 1999 are not adjusted for the 2000 Census 

Certain data on this table are only available on a calendar year basis. The prior calendar year data is uscd for a givcn fiscal year. 
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4. CDE Report 






