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Financial Services Department

separately elected governing body, is legally separate, and is fiscally independent of other state or local
governments. Workers’ compensation insurance and certain employee health insurance benefits are provided
through legally separate trusts, which function in essence as departments of the District and therefore are included
as an integral part of the District financial statements. The District is not included in any other governmental
reporting entity. Consequently, the District’s financial statements include only the funds of those organizational
entities for which its elected governing board is financially accountable. The District’s major operations include
education, student transportation, construction and maintenance of District facilities, food services, and
extracurricular activities.

The expenditure budget is prepared by fund for all Governmental Funds, and includes function and object code
details for the General Fund and some Special Revenue and Capital Projects Funds. The legal level of budgetary
control (that is, the level at which expenditures cannot exceed the appropriated amount) is established at the
individual fund level for all funds. Funds that are not required to legally adopt a budget may have over
expenditures of budgeted funds. The budget for these funds is simply an estimate and does not prevent the
District from exceeding the budget as long as the necessary revenue is earned. The District is not required to
prepare an annual budget of revenue; therefore, a deficit budgeted fund balance may be presented. However, this
does not affect the District’s ability to expend monies.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best underrndsl.
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Financial Services Department

plan contains 125 goals designed to serve as a road map for achieving high performance and tight alignment. The
plan was informed by key studies: a curriculum audit, an efficiency audit, a demographic study and a boundary
review. These audits and plans were used to form the basis for understanding where Tucson Unified needs to
grow and improve.

The District began in 2019-20 the process of developing new goals and a strategic plan. However, due to

COVID, the process was delayed. The District has restarted these efforts and is targeting a completion date in
FY22.

A. Comprehensive Curriculum:
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Financial Services Department
G. Other Major Initiatives:

. The primary focuses across the District are proficiency and growth. Key initiatives will focus on:
o]
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Financial Services Department

2021 — Best Communities for Music Education from the National Association of Music Merchants
(NAMM) Foundation for its outstanding commitment to music education. Acknowledged for the third
consecutive year, TUSD is the only school district in Arizona to receive this recognition.

Brichta Early Learning Center voted the Arizona Daily Star Best Preschool in Tucson for 2020 and 2021
2020 Arizona School Public Relations Association Merit Award for Next Steps 2020 MultiCultural
Outreach/Campaign

2020 Arizona School Public Relations Association Excellence Award for Graduation Video

2020 Arizona School Public Relations Association Excellence Award for Everyday Hero Video

2020 Arizona School Public Relations Association Merit Award for Stronger Than Ever Video
Association of School Business Officials International (ASBO) Certificate of Excellence in Financial
Reporting (COE), 2020

Government Finance Officers Association (GFOA) Certificate of Achievement for Excellence in
Financial Reporting, 2020

TUSD Food Services Copper Award from AZ Department of Education Farm to Summer Challenge
TUSD Garden Network — 2020 Excellence Award for Commitment Environmental Education from the
Arizona Association for Environmental Education

Utterback Middle School — AVID Site of Distinction for SY 2020-21

Magee Middle School — Odyssey of the Mind — first place honors among US and international teams
competing in the Structure problem at Odyssey of the Mind World Finals, conducted remotely for the first
time ever.

Students and families are experiencing many positive impacts due to the focus and hard work within the District.
Some of the “Big Wins” include:

Tucson Unified received partial release from Court Ordered Unitary Status.
Updated the Code of Conduct that is user and mobile friendly, while increasing classroom autonomy and
control for teachers.
Over the last 4 years, a 66% reduction in teacher vacancies has been achieved.
School letter grades have increased 21% over last year.
74% of TUSD Schools are Grade A, B or C.
AZ Merit
0 10 schools that achieved a 5%+ growth in both ELA and Math.
0 8 schools that showed a 10% or more growth in Math.
0 6 schools that showed a 10% or more growth in ELA.
All schools have installed Keyless entry systems with cameras.
Establish Extended Day Learning Academy in all District High Schools to assist with student credit
recovery.
Expanded the Career and Technical Education (CTE) programs throughout the District.
Conversion of Santa Rita High School to a CTE Academy focus with new Dental Assistant and Diesel
Mechanics programs.
Expansion of the Dual Enrollment program opportunities throughout the District, which has more than
doubled the amount of Dual enrollment courses in 2 years from 16 to 41.
Student support services are available during the day for drug and alcohol offenders.

1010 E. 10t St = Tucson, AZ 85719 = (520)225-6130 Office = (520)225-6179 Fax
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Financial Services Department

e Offered Free 2020 Summer Enrichment Program to all TUSD students

Over the past few years, Tucson Unified has developed numerous specialized programs to fit all levels of student

needs. We are excited to see the programs grow and have a positive impact on how Tucson Unified is preparing
students
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CliftonLarsonAllen LLP
~ A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Governing Board
Tucson Unified School District No. 1
Tucson, Arizona

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of Tucson Unified School District No. 1 (the
District), as of and for the year ended June 30, 2021, and the related notes to the financial statements,
which collectively comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

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

A member of
O Nexia
International

(14)



Governing Board
Tucson Unified School District No. 1

Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the

respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the District, as o

(15)



Governing Board
Tucson Unified School District No. 1

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 30, 2021,

(16)
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OVERVIEW OF FINANCIAL STATEMENTS (CONTINUED
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2021

OVERVIEW OF FINANCIAL STATEMENTS (CONTINUED)
The following table presents a summary of the District’s net position for the fiscal years ended June 30:

Net Position

Governmental Activities

Percent
2021 2020 Change
Current and Other Assets $ 181,759,006 184,770,689 (1.6)%
Capital Assets 607,684,590 618,769,291 (1.8)
Total Assets 789,443,596 803,539,980 (1.8)
Deferred Outflows of Resources 84,816,943 48,432,527 75.1
Current Liabilities 38,231,269 79,863,547 (52.1)
Noncurrent Liabilities 576,923,957 539,321,396 7.0
Total Liabilities 615,155,226 619,184,943 (0.7)
Deferred Inflows of Resources 16,905,504 31,309,733 (46.0)
Net Position (Deficit):
Net Investment in Capital Assets 431,989,628 476,660,935 (9.4)
Restricted 49,820,194 41,374,730 20.4
Unrestricted (239,610,013) (316,557,834) 24.3
Total Net Position $ 242,199,809 $ 201,477,831 20.2

At the end of the current fiscal year the District reported a negative unrestricted net position of $239.6
million as a result of the District's net pension and OPEB liabilities. Positive net position was reported in
the other two categories.

The District’s financial position is the product of several financial transactions including the net result of
activities, the payment of debt, the acquisition, and disposal of capital assets, and the depreciation of
capital assets.

The following are significant current year transactions that had an impact on the Statement of Net
Position:

e Anincrease in cash and investments of $38.7 million due to an increase in operating grants and
contributions.

e Depreciation expense in excess of additions, as well as the sale of capital assets, resulted in a
net reduction in capital asset of $11.1 million (net of accumulated depreciation). r

(20)



TUCSON UNIFIED SCHOOL DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2021

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Changes in net position. Overall, net position increased $38.9 million or 19.2%. Key elements of this
increase are as follows:

Percent
2021 2020 Change
REVENUES
Program Revenues:
Charges for Services $ 10,474,679 $ 14,349,039 (27.0)%

Operating Grants and Contributions

(21)



TUCSON UNIFIED SCHOOL DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2021

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Operation of
Noninstructional
Services

Operation and
Maintenance of Plant
12%

Administration
9%
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2021

BUDGETARY HIGHLIGHTS

Over the course of the year, the District revised the General Fund annual expenditure budget for
changes in student enrollment. The difference between the original budget and the final amended
budget was a $15.1 million decrease, a decrease of 04.6%.

Significant variances for the final amended budget and actual revenues resulted from the District not
being required by the state of Arizona to prepare a revenue budget. A schedule showing the original
and final budget amounts compared to the District's actual financial activity for the General Fund is
provided in this report as required supplementary information. The significant variances are
summarized as follows:

e The favorable variance of $16.8 million in instruction was the result of lower spending during the
year than anticipated.

e The favorable variance of $2.8 million in operations and maintenance of plant was a result of
lower spending during the year than anticipated.

e The favorable variance of $4.8 million in student transportation was primarily the result of school
closures during the fiscal year due to COVID-19.
CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets. At year-end, the District had invested $0.6 billion (net of accumulated depreciation) in
capital assets, including school buildings, athletic facilities, buses and other vehicles, computers, and
other equipment. This amount represents a net decrease after depreciation of $11.1 million from the
prior fiscal year, primarily due to depreciation expense for the year was $24.1 million.

The following schedule presents a summary of capital asset balances for the fiscal years ended June 30:

Capital Assets at Year-End
(Net of Accumulated Depreciation)

Governmental Activities

2021 2020
Land $ 15,057,776 $ 14,588,051
Construction in Progress 9,028,784 4,484,625
Land Improvements 30,231,167 32,460,657
Buildings and Building Improvements 529,413,405 542,027,357
Furniture, Equipment, and Vehicles 23,953,458 25,208,601
Total Capital Assets, Net $ 607,684,590 $ 618,769,291

Additional information on the District's capital assets can be found in Note 5.

(24)



TUCSON UNIFIED SCHOOL DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2021

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

Debt Administration. At the end of the current fiscal year, the District had bonded debt outstanding of
$108.5 million. All this debt is back by the full faith and credit of the District.

Governmental Activities

2021 2020
General Obligation Bonds $ 100,605,000 $ 115,575,000
Premiums on Bonds 12,802,758 9,714,308
Total Outstanding Debt $ 113,407,758 $ 125,289,308

The District’s total bonded debt decreased by $11.9 million, representing $15.0 million in principal
payments and net increase of $3.1 million in bond premiums.

The District’'s general obligation bonds are subject to two limits; the Constitutional debt limit (total debt
limit) on all general obligation bonds (up to 30% of the total net full cash assessed valuation) and the
statutory debt limit on Class B bonds (the greater of 20% of the net full cash assessed valuation or
$1,500 per student). The current total debt margin for the District is $1.1 billion and the Class B debt
limit is $726.3 million, which are more than the District’s total outstanding general obligation and Class
B debt, respectively. Additional information on the District's long-term debt can be found in
Notes 6 through 8.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

Many factors were considered by the District's administration during the process of developing the
fiscal year 2021-22 budget. Among them:

« Fiscal year 2021-22 budget balance carry forward minimum of 1.0%.
- Projected student enrollment used to all

(25)



TUCSON UNIFIED SCHOOL DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2021

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and investors and creditors with a
general overview of the District's finances and to demonstrate the District's accountability for the
resources it receives. If you have questions about this report or need additional information, contact the
Financial Services Department, Tucson Unified School District No. 1, 1010 East Tenth Street, Tucson,
Arizona 85719 0.924 0 Td(t)d(,0w 0.55)e
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
STATEMENT OF NET POSITION
JUNE 30, 2021

Governmental
Activities
ASSETS
Cash and Investments $ 72,496,741
Receivables, Net
Property Taxes 18,572,403
Accounts 941,437
Intergovernmental 83,041,899
Inventory 5,011,873
Net Other Postemployment Benefit Asset 1,694,653
Capital Assets:
Non-Depreciable 24,086,560
Depreciable, Net 583,598,030
Total Assets 789,443,596
DEFERRED OUTFLOWS OF RESOURCES
Related to Debt Refunding 4,325,785
Related to Pensions 75,476,273
Related to Other Postemployment Benefits 5,014,885
Total Deferred Outflows of Resources 84,816,943
LIABILITIES
Accounts Payable 13,709,164
Accrued Wages and Benefits 20,738,435
Unearned Revenue 3,783,670
Noncurrent Liabilities
Claims Payable, Due Within One Year 779,830
Net Pension Liability, Due in More Than One Year 423,844,799
Net Other Postemployment Benefit Liability, Due in More Than One Year 1,829,794
Claims Payable, Due in More Than One Year 5,414,731
Due Within One Year 17,713,019
Due in More Than One Year 127,341,784
Total Liabilities 615,155,226
DEFERRED INFLOWS OF RESOURCES
Related to Pensions 13,435,201
Related to Other Postemployment Benefits 3,470,303
Total Deferred Inflows of Resources 16,905,504
NET POSITION (DEFICIT)
Net Investment in Capital Assets 431,989,628
Restricted for:
Instructional Purposes 3,450,108
Food Services 5,069,079
Student Clubs and Organizations 1,761,656
Capital Projects 10,968,060
Debt Service 14,211,048
Noninstructional Services 12,665,590
Other Postemployment Benefits 1,694,653
Unrestricted (239,610,013)
Total Net Position $ 242,199,809

See accompanying Notes to Financial Statements.
(27)
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2021

See accompanying Notes to Financial Statements.
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
BALANCE SHEET — GOVERNMENTAL FUNDS
JUNE 30, 2021

General Special Debt
Fund Projects Service
ASSETS
Cash and Investments $ 11,393,294 $ - $ 9,571,423
Receivables
Accounts Receivable 774,772 - -
Property Taxes 15,422,434 - 2,489,010
Intergovernmental 48,895,390 25,807,142 -
Inventories 3,041,773 - -
Due from Other Funds 9,235,781 - -
Total Assets $ 88,763,444 $ 25,807,142 $ 12,060,433
LIABILITIES, DEFERRED INFLOW OF
RESOURCES, AND FUND BALANCES
Liabilities
Accounts Payable $ 5,503,069 $ 4,238,639 $ -
Accrued Wages and Benefits 17,759,615 2,646,294 -
Due to Other Funds - 8,346,050 -
Unearned Revenue - 3,783,670 -
Total Liabilities 23,262,684 19,014,653 -
Deferred Inflows of Resources
Unavailable Revenue 13,982,308 - 2,368,087
Fund Balances
Nonspendable 3,041,773 - -
Restricted 3,309,506 6,792,489 9,692,346
Unassigned 45,167,173 - -
Total Fund Balances 51,518,452 6,792,489 9,692,346
Total Liabilities, Deferred Inflows of
Resources and Fund Balances $ 88,763,444 $ 25,807,142 $ 12,060,433

See accompanying Notes to Financial Statements.
(29)



Nonmajor Totals

$ 26,641,559 $ 47,606,276

82,426 857,198
660,959 18,572,403
8,339,367 83,041,899
1,970,100 5,011,873
- 9,235,781
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
RECONCILIATION OF THE BALANCE SHEET — GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
JUNE 30, 2021

Total Fund Balances for Governmental Funds $ 99,847,026
17,011,354
Governmental Capital Assets $ 1,087,296,593
Less: Accumulated Depreciation (479,612,003) 607,684,590
84,816,943
(16,905,504) 67,911,439
18,780,143
General Obligation Bonds (100,605,000)
Unamortized Premiums (12,802,758)
Capital Leases (19,440,739)

Net Pension Liability

See accompanying Notes to Financial Statements.
(31)
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
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Nonmajor Totals

$ 10,818,042 $ 189,810,031

59,695,131 304,242,767
4,760,697 4,760,697
263,017
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES — GOVERNMENTAL FUNDS TO THE STATEMENT O



(Concluded)

Internal service funds are used by management to charge the costs of insurance
services to individual funds. The changes in net position of the internal service
funds is reported with governmental activities in the statement of activities. $ (4,242,510)

Some expenses reported in the statement of activities do not require the use of
current financial resources and; therefore, are not reported as expenditures in the
governmental funds.

Change in Compensated Absences $ (353,014)
Change in Inventory Balances 2,226,770 1,873,756
Change in Net Position of Governmental Activities $ 38,928,521
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2021

Governmental
Activities - Internal
Service Funds

ASSETS
Current Assets:
Cash and Investments $ 24,890,465
Other Receivable 84,239
Total Assets 24,974,704
LIABILITIES
Current Liabilities
Claims Payable 779,830

Noncurrent Liabilities

Claims Payable 5,414,731
Total Liabilities 6,194,561

NET POSITION
Unrestricted 18,780,143
Total Net Position $ 18,780,143

See accompanying Notes to Financial Statements.
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2021

37)

See accompanying Notes to Financial Statements.
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2021

Governmental
Activities - Internal
Service Funds

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Users $

26,687,592
Cash Received from Other Sources 4,099,655
Payments to Suppliers (1,662,075)
Payments to Employees (173,389)
Payments for Claims and Premiums (31,403,275)
Net Cash Used by Operating Activities (2,451,492)
CASH FLOWS FROM INVESTING ACTIVITIES
Investment Income 157,185
NET DECREASE IN CASH AND CASH EQUIVALENTS (2,294,307)
Cash and Cash Equivalents at Beginning of the Year 27,184,772
CASH AND CASH EQUIVALENTS AT END OF THE YEAR $ 24,890,465
RECONCILIATION OF OPERATING LOSS
TO NET CASH USED BY OPERATING ACTIVITIES
Operating Loss $ (4,399,695)
Adjustments to Reconcile Operating Loss to Net Cash Used
by Operating Activities
Effect of Changes in Assets/Liabilities:
Other Receivable 2,164,306
Claims Payable (216,103)
Net Cash Used by Operating Activities $ (2,451,492)

See accompanying Notes to Financial Statements.
(38)
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Tucson Unified School District No. 1 (the District) have been
prepared in conformity with accounting principles generally accepted in the United States of
America as applied to government units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles.

For the year ended June 30, 2021, the District implemented the provisions of GASB
Statement No. 84, Fiduciary Activities, which establishes criteria for identifying fiduciary
activities for accounting and financial reporting purposes. As a result, the District’s fiduciary
fund financial statements have been modified to reflect the implementation of this new
guidance, including reclassifying activities previously reported in agency funds to
governmental funds. The District determined that the Employee Insurance Fund and
Student Activities Fund, previously reported as agency funds, no longer meet the definition
of an agency fund and are now recorded into the General Fund and Nonmajor
Governmental Funds, respectively.

The significant District accounting policies are described below:

Reporting Entity

The Governing Board is organized under Section 15-321 of the Arizona Revised Statutes
(A.R.S.). Management of the District is independent of other state or local governments. The
County Treasurer collects taxes for the District, but exercises no control over its
expenses/expenditures.

The membership of the Governing Board consists of five members elected by the public.
Under existing statutes, the Governing Board's duties and powers include, but are not
limited to, the acquisition, maintenance, and disposition of school property; the development
and adoption of a school program; and the establishment, organization and operation of
schools. The Governing Board also has broad financial responsibilities, including the
approval of the annual budget, and the
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Financial Statements — The government-wide financial statements
are reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items a
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(Continued)

The District reports the following major governmental funds:

General Fund — The General Fund is the District’s primary operating fund. It accounts for
all resources used to finance District maintenance and operations except those required
to be accounted for in other funds. The General Fund includes the District's Maintenance
and Operation Fund as well as certain activities budgeted in separate funds in
accordance with A.R.S. These funds are maintained as separate funds for budgetary
purposes but do not meet the criteria for separate reporting in the financial statements.
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Investments

For purposes of the statement of cash flows, the District considers all highly liquid
investments with a maturity of three months or less when purchased to be cash equivalents.
Cash and cash equivalents at year-end were cash in bank, certificates of deposit, and cash
and investments held by the County Treasurer.

A.R.S. requires the District to deposit all cash with the County Treasurer, except as
discussed below. Cash with the County Treasurer is pooled for investment purposes, except
for cash of the Debt Service Fund that may be invested separately. Interest earned from
investments purchased with pooled monies is allocated to each of the District's funds based
on their average balances. All investments are stated at fair value.

Statute authorizes the District to separately invest monies of the Debt Service Fund in the
State Treasurer’s investment pools; obligations issued and guaranteed by the United States
or any of its agencies or instrumentalities; specified state and local government bonds and
notes; and interest-bearing savings accounts or certificates of deposit.

Statute authorizes the District to deposit monies of the Auxiliary Operations and Student
Activities Funds in bank accounts. Monies in these funds may also be invested. In addition,
statute authorizes the District to maintain various bank accounts such as clearing accounts
to temporarily deposit receipts before they are transmitted to the County Treasurer;
revolving accounts to pay minor disbursements; and withholdings accounts for taxes and
employee insurance programs. Some of these bank accounts may be interest bearing.

Statute does not include any requirements for credit risk, concentration of credit risk, interest
rate risk, or foreign currency risk. Statute requires collateral for deposits of Bond Building
and Debt Service Funds monies in interest bearing savings accounts and certificates of
deposit at 101% of all deposits not covered by federal depository insurance.

Arizona statute requires a poole
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventory

Inventories of the General Fund are valued at cost using the average cost method. Food
service inventories are valued at cost using the first-in, first-out method. Inventories consist
of expendable supplies held for consumption. Inventories are recorded as expenses when
consumed in the government-wide financial statements. Inventories are recorded as
expenditures when purchased in the fund financial statements.

The United States Department of Agriculture (USDA) commodity portion of the food services
inventory consists of food donated by the USDA. It is valued at
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Deferred Outflows of Resources

The District recognizes the consumption of net position that is applicable to a future period
as deferred outflows of resources. Reported amounts in the government-wide financial
statements reflect amounts for the amortization of the accounting loss on refunding of
bonds, and changes in the actuarial valuations of the District's pension and OPEB liabilities
and contributions made to the plans after the measurement date.

Compensated Absences

The District's employee and sick leave policies generally provide for granting vacation and
sick leave with pay. The amount and type of leave earned is based on the employee’s
bargaining unit classification and agreement. Upon separation from the District, an
employee is reimbursed at varying rates and amounts based on employee’s bargaining unit
classification and agreement. The current and long-term liabilities, including related benefits,
for accumulated vacation and sick leave are reported on the government-wide financial
statements. A liability for these amounts is reported in governmental funds only if they have
matured, for example, as a result of employee leave, resignations, and retirements.
Generally, resources from the General Fund are used to pay for compensated absences.

Pension and OPEB
For purposes of measuring the net pension and OPEB assets and |
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Deferred Inflows of Resources

The District recognizes the acquisition of net position that is applicable to a future period as
deferred inflows of resources. Reported amounts in the government-wide financial
statements represent changes in the District's pension and OPEB liabilities.

The deferred inflows of resources reported in the governmental fund financial statements
represent resources that are not available to the District as of June 30, 2021 or within 60
days of fiscal year-end. The deferred inflows of resources represent a reconciling item
between the governmental fund financial statements and the government-wide financial
statements.

Interfund Activity

Flows of cash from one fund to another without a requirement for repayment are reported as
interfund transfers. Interfund transfers in the fund financial statements are reported as other
financing sources/uses in governmental funds.

As a general rule, the effect of interfund activity has been eliminated from the government-
wide financial statements. Interfund services provided and used are not eliminated in the
process of consolidation.

Fund Balance Classifications

Fund balances of the governmental funds are reported separately within classifications
based on a hierarchy of the constraints placed on the use of those resources. The
classifications are based on the relative strength of the constraints that control how the
specific amounts can be spent. The classifications are nonspendable, restricted, committed,
assigned, and unassigned fund balance classifications.

Nonspendable. The nonspendable fund balance classification includes amounts that
cannot be spent because they are not in spendable form, or legally or contractually
required to be maintained intact.

Restricted. Fund balance is reported as restricted when constraints placed on the use
of resources are either externally imposed by creditors (such as through debt covenants),
grantors, contributors, or laws or regulations of other governments or is imposed by law
through constitutional provisions or enabling legislation.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 3 DEPOSITS AND INVESTMENTS (CONTINUED)
For an investment, this is the risk that, in the event of the failure of the counterparty, the

District will not be able to recover the value of its investments or collateral securities that are
in the possession o
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NOTE 5

NOTE 6

TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

CAPITAL ASSETS (CONTINUED)
Depreciation expense was charged to governmental functions as follows:

Governmental Activities:

Instruction $ 21,017,644
Support Services:
Students 75,460
Instructional Staff 85,361
General Administration 229,613
School Administration 4,277
Business and Other Support Services 232,398
Operations and Maintenance of Plant 376,402
Student Transportation 1,909,607
Operation of Noninstructional Services 137,266
Total Depreciation Expense $ 24,068,028

At year-end, the District had contractual commitments related to various capital projects as
follows:

Governmental Activities

Estimated

Project Spent-to-Date Remaining
Various Sites - Kitchen A/C Upgrade $ 293,687 $ 202,098
Various Sites - HVAC Unit Replacement 445,500 2,402,310
Hollinger - Weatherization 664,894 32,470
Oyama - Boiler Replacement 36,882 78,234
Gridley - Roof Replacement 1,552,727 71,272
Totals $ 2,993690 $ 2,786,384

OBLIGATIONS UNDER LEASES

Capital Leases

The District has acquired building improvements, vehicles, and equipment under the
provisions of long-term lease agreements classified as capital leases. These lease
agreements qualify as capital leases for accounting purposes and, therefore, have been
recorded at the present value of their future minimum lease payments as of the inception
date. Revenues from the Unrestricted Capital Outlay Fund, a honmajor governmental fund,
and the Food Service Fund, a nonmajor governmental fund, will be used to pay the capital
lease obligations for the vehicles and equipment. Revenue from the General Fund, as well as
the federal interest subsidy received to fund the interest payments, are transferred to the
Energy and Water Savings Fund, a nonmajor governmental fund, to pay the capital lease
obligations on the energy efficiency equipment and building upgrades. Amortiz4 Td()T(t)-5 06.7 N
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 7 GENERAL OBLIGATION BONDS PAYABLE

Bonds payable at year-end, consisted of the following outstanding general obligation bonds.
The bonds are both callable and noncallable with interest payable semiannually. Property
taxes from the Debt Service Fund, a major governmental fund, are used to pay the bonded

debt.
Original
Amount Interest Maturity Amount
Purpose Issued Rates (%) Dates Outstanding
Governmental Activities:
Refunding Bonds, Series 2010 $ 45,725,000 4.62-6.312% 7/1/19-22 $ 65,000
Refunding Bonds, Series 2011 (Nontaxable) 28,115,000  4.00-5.00% 7/1/19-24 7,800,000
Refunding Bonds, Series 2016 63,000,000  4.00-5.00% 7/1/19-27 47,925,000
Refunding Bonds, Series 2017 (2020 Crossover) 48,520,000  3.00-5.00% 7/1/21-30 44,815,000

Total

(56)



TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

(67)






TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 10 COMMITMENTS AND CONTINGENCIES

Compliance

Amounts received or receivable from grantor agencies are subject to audit and adjustment
by grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount, if
any, of expenditures/expenses that may be disallowed by the grantor cannot be determined
at this time.

Lawsuits

The District is a defendant in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, in the opinion of the District’s counsel, the resolution of these
matters will not have a material adverse effect on the financial condition of the District.

Intergovernmental Agreement

The District and Pima County (County) are involved in litigation with the State of Arizona
related to state aid not paid to the District. In May 2020, the District entered into an
Intergovernmental Agreement (IGA) with the County for the investment of County funds in
District warrants registered for properly budgeted expenses. The IGA extends County funds
to the District should the District experience cash shortfalls as a result of the loss of the state
aid. As of June 30, 2021, the District has not utilized the IGA to cover cash shortfalls.

dd-0.000T105 .3f
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TUCSON UNIFIED SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 11 RISK MANAGEMENT (CONTINUED)

Liabilities of the fund are reported when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated. Liabilities include an amount for claims that
have been incurred but not reported (IBNRs). The result of the process to estimate the
claims liability is not an exact amount as it depends on many complex factors, such as
inflation, changes in legal doctrines, and damage awards. Accordingly, claims are
reevaluated periodically to consider the effects of inflation, recent claim settlement trends
(including frequency and amount of pay- outs), and other economic and social factors.

The estimate of the claims liability also includes amounts for incremental claim adjustment
expenses related to specific claims and other claim adjustment expenses regardless of
whether allocated to specific claims. Estimated recoveries, for example from salvage or
subrogation, are another component of the claims liability estimate.

Changes in the balances of claims liabilities during the past two years are as follows:

2021 2020 2021 2020
Unpaid Claims and Claim Adjustment Expenses
at Beginning of the Fiscal Year $ 4,347,647 $ 2,329,354 $ 2,063,017 $ 1,203,848
Incurred Claims and Claim Adjustment Expenses:

Provision for Insured Events of the Current Fiscal Year 29,216,603 32,719,477 1,970,569 2,695,114
Total Incurred Claims and Claim Adjustment Expenses 33,564,250 35,048,831 4,033,586 3,898,962
Payments:

Claims and Claim Adjustment Expenses Attributable to
Insured Events of the Current Fiscal Year 29,088,520 30,701,184 2,314,755 1,835,945
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NOTE 12 PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS

Plan Description

District employees participate in the Arizona State Retirement System (ASRS). The ASRS
administers a cost-sharing multiple-employer defined benefit pension plan, a cost-sharing
multiple-employer defined benefit health insurance premium benefit (OPEB) plan, and a
cost-sharing multiple-employer defined benefit |
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NOTE 12 PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Benefits Provided (Continued)

Health insurance premium benefits are available to retired or disabled members with five
years of credited service. The benefits are payable only with respect to allowable health
insurance premiums for which the member is responsible. For members with 10 or more
years of service, benefits range from $100 per month to $260 per month depending on the
age of the member and dependents. For members with five to nine years of service, the
benefits are the same dollar amounts as above multiplied by a vesting fraction based on
completed years of service.

Active members are eligible for a monthly long-term disability benefit equal to two-thirds of
monthly earnings.Ovigimbers receiv
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NOTE 12 PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Deferred Outflows/Inflows of Resources (Continued)

Long-term Disability
Deferred Outflows  Deferred Inflows

Differences Between Expected and Actual Experience $0f Resiggﬁ;? $Of Resoz;(fiig
Changes of Assumptions or Other Inputs 197,149 B}
Net Difference Between Projected and Actual Earnings
on Pension Plan Investments 201,455 -
Changes in Proportion and Differences Between District's
Contributions and Proportionate Share of Contributions - 80,920
Contributions Subsequent to the Measurement Date 442,136 -
Total $ 999,977 $ 128,039

The amounts reported as deferred outflows of resources related to pensions and OPEB
resulting from cont
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ASRS - Pension

District's Proportion of the Net Pension Liability
District's Proportionate Share of the Net Pension Liability
District's Covered Payroll

District's Proportionate Share of the Net Pension Liability as a
Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the Total Pension

Liability

ASRS - Health Insurance Premium Benefit

District's Proportion of the Net OPEB Liability (Asset)
District's Proportionate Share of the Net OPEB Liability (Asset)
District's Covered Payroll

District's Proportionate Share of the Net OPEB Liability (Asset)
as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the Total OPEB
Liability (Asset)

ASRS - Long-term Disability

District's Proportion of the Net OPEB Liability (Asset)
District's Proportionate Share of the Net OPEB Liability (Asset)
District's Covered Payroll

District's Proportionate Share of the Net OPEB Liability (Asset)
as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the Total OPEB
Liability (Asset)

TUCSON UNIFIED SCHOOL DISTRICT NO. 1
SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF
NET PENSION AND OPEB ASSET/LIABILITY

COST SHARING PENSION AND OPEB PLANS

LAST TEN YEARS

Reporting Fiscal Year
(Measurement Date)

2021 2020 2019 2018 2017 2016 2015 2014
(2020) (2019) (2018) (2017) (2016) (2015) (2014) (2013)
2.44622% 2.55685% 2.60893% 2.63076% 2.55567% 2.57435% 2.62166% 2.93952%
$ 423,844,799 $ 372,051,424 $ 363,853,920 $ 409,821,128 $ 412,510,812 $ 400,992,229 $ 387,916,386 $ 488,674,938
$ 243,346,001 $ 257,123,313 $ 225,428,219 $ 233,458,184 $ 230,508,476 $ 225,906,271 N/A N/A
174.17% 144.70% 161.41% 175.54% 178.96% 177.50% N/A N/A
69.33% 73.24% 73.00% 69.92% 67.06% 68.35% N/A N/A
Reporting Fiscal Year
(Measurement Date)
2021 2020 2019 2018 2017
(2020) (2019) (2018) (2017) (2016)
2.39359% 2.50792% 2.56702% 2.60208% 2.60208%
$ (1,694,653) $ (693,073) % (924,360) $ (1,416,572) $ 752,406
$ 243,346,001 $ 257,123,313 $ 225,428,219 $ 233,458,184 $ 230,508,476
-0.70% -0.27% -0.41% -0.61% 0.33%
104.33% 101.62% 102.00% 103.57% N/A
Reporting Fiscal Year
(Measurement Date)
2021 2020 2019 2018 2017
(2020) (2019) (2018) (2017) (2016)
2.41203% 2.51924% 2.60851% 2.61688% 2.61688%
$ 1,829,794 $ 1,641,147 $ 1,362,958 $ 948,559 $ 940,411
$ 253,887,629 $ 257,123,313 $ 255,428,219 $ 233,458,184 N/A
0.72% 0.64% 0.53% 0.41% N/A
68.01% 72.85% 78.00% 84.44% N/A

See accompanying Notes to Required Supplementary Information Other Than MD&A.
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SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF
SCHEDULE OF THE DISTRICT’S CONTRIBUTIONS
COST SHARING PENSION AN