SHORE EDUCATIONAL COLLABORATIVE

CHELSEA, MASSACHUSETTS

FINANCIAL STATEMENTS,
REQUIRED SUPPLEMENTARY INFORMATION AND
IN DEPENDENT AI]DITORS' REPORTS
JLTNE 30, 2018

TABLE OF CONTENTS

PAGE

FINANCIAL STA'IEMENTS:

MANAGEMENT'S DISCUSSION AND ANALYSIS (LINAUDITED)
BASIC FINANCIAL STATEMENTS

3- 13

:

GOVERNMENT.WIDE FINANCIAL STATEMENTS:
STATEMENT OF NET POSITION

l4

STATEMENT OF ACTIVITIES

15

FLJND FINANCIAL STATEMENTS:

BALANCE SHEET . GOVERNMENTAL FUNDS

t6

...

STATEMENT OF REVENT]ES, EXPENDITURES AND CHANGES IN FUND
BALANCES - GOVERNMENTAL FUNDS

17

RECONCILIATION OF FLTND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENTAL ACTIVITIES IN TI{E STATEMENT OF NET POSITION...............,. I8
RECONCILIATION OF THE GOVERNMENTAI- FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE GOVERNMENTAI
ACTIVITIES IN THE S'IATEMENT OF ACTIVITIES
l9
NOTES TO FINANCIAL STATEMENTS

20-61

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED):
MASSACHUSETTS DEPARI'MENT OF ELEMENTARY AND SECONIDARY EDUCATION
62-64
(DESE) REQUIRED SUPPLEMEN'TARY IN FORMATION

STATEMENT OF REVENUES, EXPENDITURES AND CTIANGES IN FUND BALANCES.
.................................. 65
BUDGET AND ACTUAL - GENERAL FLND...............
SCI.IEDLTLE OF CHANGES IN TTIE COLLABORATIVE'S TOTAL OPEB
RELATED RATIOS - REI'IREE HEALTH INSURANCE PLAN

LIABILITY AND
oo

TABLE OF CONTENTS (Continued)
PAGE
SCTIEDULE OF COLLABORATIVE'S PROPORTIONATE SHARE OF
THE NET PENSION LIABILITY - MASSACHUSETTS TEACHERS'

RETIREMENT

SYSTEM.............

.......... 67

SCHEDULE OF COI,LABORATIVE'S CONTRIBUTIONS MASSACHUSETTSTEACHERS' RETIREMENT SYSTEM

68-69

SCHEDULE OF COLLABORATIVE'S PROPORTIONATE SI{ARE OF
TIIE NET PENSION LIABILITY - MASSACHUSETTS STATE

EMPLOYEES'RETIREMENT

SYSTEM.........,...

............,. 70

SCHEDULE OF COLLABORATTVE'S CONTRIBUTIONS .
MASSACHUSETTS STATE EMPLOYEES' RETIREMENT SYSTEM.,.......,,..................... 7I-72
NOTES TO REQU]RED SUPPLEMENTARY INI'ORMATION
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OT}IER MATTERS BASED ON AN ALIDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE W]TH
GOVE RN MENT A UDIT|NG STANDARDS...
SCTIEDULE OF FINDING AND RESPONSE

73-74

15-16
11

&T

Lrumvcs'r'ox & Havxns, PC.

WELLESLEY

I

WARE

I

WEYMOUTH

CERTIFIED PUBLIC ACCOUNTANTS
40 Grove Street
TEL: 781

I Wellesiey, MA 02482
-237-3339 FIJ.:781 231-3606

Estab ished 1936

INDEPEN DENT AU DITORS' REPORT

To the Board of Directors
Shore Educational Collaborative
Chelsea, Massachusefts

Report on the Financial Statements
We have audited the accompanying financial statements of the govemmental activities, the aggregate discretely
presented component unit, and the major fund of Shore Educational Collaborative (the "Collaborative"), as of
and for the year ended June 30, 2018, and the related notes to the financial statements, which collectively
comprise the Collaborative's basic financial statements as Iisted in the table ofcontents.
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 intemal control relevant to the preparation and fair presentation
of financial statements that are lree 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 Goyernment Auditing Standards, issued by the
Comptroller General of the United States, 'lhose 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

the auditor considers intemal 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 ofthe entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of

risk

assessments,

accounting policies used and the reasonableness of signiticant accounting estimates made by management,
well as evaluating the overall presentation of the financial statements.

as

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the govemmental activities, the aggregate discretely presented component unit, and the
major fund of Shore Educational Collaborative as of June 30, 2018, and the respective changes in financial
position for the year then ended in accordance with accounting principles generally accepted in the United States
of America.
Change in Accounting Principle

As discussed in Note A to the financial statements, during the year ended June 30, 2018, the Collaborative
implemented Govemmental Accounting Standards Board Statement N o. J 5, Accounling and Financial Reporting
for Postemploymenl Benefits Other Than Pensiors. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary lnformation

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, Massachusetts Department of Elementary and Secondary Education (DESE) required
information, budgetary comparison information, schedule of changes in the Collaborative's total OPEB liability
and related ratios - Retiree Health Insurance Plan, schedules ofthe Collaborative's proportionate share ofthe net
pension liability for the Massachusetts Teachers' Retirement System (MTRS) and the Massachusetts State
Employees' Retirement System (MSERS), and schedules of the Collaborative's contributions to the MTRS and
MSERS on pages 3 through 13 and 62 through 74 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Govemmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit ofthe basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
Other Reporting Required by Govemment Audiling Slondards
In accordance with Goyernment Auditing Standards, we have also issued our report dated November 13, 2018,
on our consideration of the Collaborative's intemal control over financial reporting and on our tests of its
compliance with cenain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that repofi is solely to describe the scope ofour testing of intemal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Collaborative's intemal control over financial repoding or on compliance. That report is an integral part of an
audit performed in accordance with Goyerument Auditing Standards in considering the Collaborative's intemal
control over financial repofiing and compliance.
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Wellesley, Massachusetts

November 13,2018
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MANAGEMENT'S DISCU SSION AND ANALYSIS
June 30,2018
(Unaudited)
Shore Educational Collaborative (the "Collaborative") Management's Discussion and Analysis is designed to
(1) assist the reader in focusing on significant financial issues, (2) provide an overview ofthe Cotlaborative's
financial activity, (3) identifu changes in the Collaborative's financial position (its ability to address
subsequent year challenges), (4) identify any material deviations from the financial plan (the approved
budget) and (5) identify individual fund issues or concerns.

Since Management's Discuss and Analysis (MD&A) is designed to focus on the current year's activities,
resulting changes, and currently known facts, please read it in conjunction with the Collaborative's financial
statements found on pages l4 to 6l .

A.

FINANCIALHIGHLIGHTS
The assets and deferred outflows of resources of the Collaborative exceeded its liabilities and deferred
inflows of resources at the close of the most recent fiscal year ended June 30, 201 8 by $2,575, I 65 (net
position). Of this amount, $624,415 represents unrestricted net position (deficit), which may be used to
meet the Collaborative's ongoing obligations to its clients and creditors.
The Collaborative's total net position increased in the current fiscal year by $424,220 because ofhigher

than expected enrollment in the student services program and strong financial management and
monitoring of expenditures and decreased by $2,97 4,299 due to the cumulative effect ofthe change in
accounting principle due to the implementation of Governmental Accounting Standards Board
C'GASB") Statement No. 75 ("GASB No. 75").

At the close of the fiscal year

ended June 30,2018, the Collaborative's govemmental funds reported
combined ending fund balances of $10,240,666. This increased from the prior year by $1,149,501 due
to current year activity and $3,656,825 due to the cumulative effect of the change in accounting

principle due

to the

implementation

of

GASB No.

75.

Approximately 55.4%o

of this

amount

($5,677,480) is available for spending at the Collaborative's discretion (unassigned fund balance). This
unassigned fund balance was 24.10k of total general fund expenditures. This represents a 52,801,033
increase in the unassigned fund balance from the prior fiscal year.

At the end ofthe current fiscal year, unrestricted fund balance (the total ofthe committed, assigned, and
unassigned components offund balance) for the general fund was $8,311,176, or approximately 35.3%
of total general fund expenditures.

The Collaborative's total outstanding long-term debt (which includes current portion) decreased by
$244,361 during the current fiscal year. This was primarily due to regularly scheduled pay downs of
principal on the bonds payable outstanding during the current fiscal year.

-3

B.

OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis provided here is intended to serye as an introduction to the Collaborative's
basic financial statements. The Collaborative's basic financial statements consist of three components:
(1) governmenlwide financial statements, (2) fund financial statements, and (3) notes to the financial
statements. This report also contains required supplementary information intended to furnish additional
detail to support the basic financial statements themselves.
The financial statements' focus is on both the Collaborative as a whole (govemment-wide) and on the
major individual funds. Both perspectives (government-wide and major fund) allow the user to address
relevant questions, broaden a basis for comparison (year-to-year or government-to-govemment) and
enhance the Collaborative's accountability.
Govemment-Wide Financial Statements The govemment-wide financial statements are designed to
provide readers with a broad oveliew ofthe Collaborative's finances, in a manner similar to a privatesector business.
The statement of net position presents financial information on all ofthe Collaborative's assets, liabilities
and deferred inflows/outflows of resources, with the difference reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of
the Collaborative is improving or deteriorating.

The statement of activities presents infomation showing how the Collaborative's net position changed
during the most recent fiscal year. All changes in net position are repofted 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 will only result in cash flows in future fiscal
periods (e.g., uncollected income and earned, but unused compensated absences).

Both of the govemmenlwide financial statements distinguish functions of the Collaborative that are
principally supported by intergovernmental revenues (govemmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (businesstype activities). The govemmental activities of the Collaborative include the adult day program, student
services, professional development, client workshop, fiscal agent sewices, Medicaid municipal billing
services, and general and administrative. Presently, the Collaborative does not have any business-type
activities.
The govemment-wide financial statements include not only the Collaborative itself (known as the primary
govemment), but also a legally separate entity known as the Shore Educational Collaborative Foundation,
Inc. ("the Foundation") for which the Collaborative is financially accountable. Financial information for
the Foundation is reported separately from the financial information presented for the primary govemment

itself.

The govemment-wide financial statements can be found immediately following this discussion and
analysis on pages 14- l5 ofthis report.
Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Collaborative, like other state
and local govemments, uses fund accounting to ensure and demonstrate compliance with finance-related

legal requirements. All of the funds of the Collaborative can be divided into three categories govemmental funds, proprietary funds, and fiduciary funds. Presently, the collaborative only has
govemmental funds.
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B.

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)
Gov

tal Funds Govemmental funds are used to account for essentially the same functions reported
as govemmental activities in the govemment-wide financial statements. However, unlike the govemment-

wide financial statements, govemmental fund financial statements focus on near-term inflows

and

outflows of spendable resources, as well as on balances of spendable resources available at the end of the
fiscal year. Such information may be useful in assessing the Collaborative's near-term financing
requirements.

Because the focus

of

govemmental funds

is

narrower than that

it is useful to compare the information

of the

govemment-wide financial

presented for govemmental funds with similar
presented
information
for govemmental activities in the govemment-wide financial statements. By doing
statements,

so, readers may better understand the long-term impact of the Collaborative's near-term financing
decisions. Both the govemmental funds balance sheet and the govemmental funds statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
govemmental funds and govemmental activities.

The Collaborative maintains one governmental fund - the general fund. Information is presented
separately in the govemmental funds balance sheet and in the govemmental funds statement of revenues,
expenditures, and changes in fund balances for the general fund, which is considered to be a major fund.

The Collaborative adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.
The basic govemmental funds financial statements cal be found immediately following the govemmentwide financial statements on pages 16-17 of this report.
Proprietar-r'funds.
Proprietary funds provide the same type of information as the govemment-wide
financial statements, only in more detail. The Collaborative does not have any proprietary funds.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit ofparties outside of
the Collaborative. Fiduciary funds are not reported in the govemment-wide financial statements because
the resources of those lunds are not available to support the Collaborative's own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds. The Collaborative does
not have any fiduciary funds.
Notes to the Basic Financial Statements. The notes provide additional information that is necessary to
acquire a full understanding of the data provided in the govertunent-wide and fund financial statements.
The notes to the basic financial statements can be found on pages 20-61 ofthis report.

Required Supp lemenlarv Information. In addition to the basic financial statements and accom panylng
notes, this report also presents required supplementary information, including the budgetary comparison
statement, as well as information conceming the Collaborative's progtess in funding its obligation to
provide pension benefits to its employees, and information on the total other postemployment benefits
liability. Required supplementary information can be found on pages 62-74 ofthis repoft.
C

GOVERNMENT-WIDE O V I--RAI,L FINANCIAT, ANAI-YS]S
As noted earlier, net position over time may serye as a useful indicator of the Collaborative's financial
position. ln the case oathe Collaborative, assets and deferred outflows ofresources exceeded liabilities and
deferred inflows ofresources by $2,575,165 at June 30,2018.

5

C.

GOVERNMENT-WI) E OVERALL

ANCIAL ANALYSIS ( Continued)

The following is a summary of the collaborative's net position as of June 30, 201g, compared to its net
position as ofJune 30,2017.

Shore Educational Collaborative
Statement of Net Position
June 30,2018 and 2017

Govemm

Activities

201 8

$

Current and other assets
Capital assets

Total assets
Total defened outflows of resources

r2,043,553

2017

$

10.076.71 8

10,614,254
10,403,680

22.t20,271

21

,017,934

75,193

23,430

Total assets and deferred outflows ofresources

22,195,464

21,041,364

Long-term liabilities outstanding
Other liabilities due in more than one year:
Total other postemployment benefits liability
Other liabilities

t0,192,323

10,468,179

7,206,249

\.662.364

Total liabilities

19,060,936

Total defened inflows ofresources

559,363

19,620,299

Total liabilities and defened inflows ofresources
Net position:
Net investment in capital assets

1,403,370
1,796,210

Restricted
Unrestricted

624 ,415)

$

Total net position

5
t

291 605

5.159,7 84

t56,336
15,916,120

t,485,876

I,796,n5
1,843,253

2115.t65 $_s,12s244

The largest portion of the Collaborative's net position, $1,796,210 (69.7%), represents resources that are
subject to extemal restriction on how they may be used. A majoriry of this amount, $1,795,067 (99.9%) is
restricted for future capital projects.
The second largest portion ofthe Collaborative's net position, $1,403,370 (54.5%), reflects its investment
in capital assets (e.g., land, land improvements, buildings and improvements, fumiture, equipment,
leasehold improvements, logo development costs, and construction in progress), less any related
outstanding debt that was used to acquire those assets. The Collaborative uses these capital assets to
provide a variety of services to its clients. Accordingly, these assets are not available for future spending.
Although the Collaborative's investment in its capital assets is reported net of related debt, it should be
noted that the resources used to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.
The remaining portion ofthe Collaborative's net position, $(624,415) (24.2%), is unrestricted and may be
used to meet the Collaborative's ongoing obligations to its clients and creditors.
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C.

GOV ERNMENT-WIDE OVERALL FINANCIAL ANALYSIS (Continued)

At the end of the curent fiscal year, the Collaborative was only able to repoft positive balances in two
reported categories of net position. ln the prior fiscal year, the Collaborative was able to repoft positive
balances in all reported categories ofnet position.

The Collaborative's net position increased in the current fiscal year by $424,220 from the prior fiscal year
before the cumulative effect of recording the beginning balance in the total other postemployment
benefits liability in accordance with GASB No. 75. The reasons for this overall increase are discussed

in the following section for govemmental activities. During the current fiscal year, the Collaborative
recorded increases in total postemployment benefits liability of $2,97 4,299 required by GASB No. 75
which decreased the overall net position.
The govemmental activities current and other assets increased by $1,429,299, primarily due to an
increase in cash due to increased fees charged and collected for current and new program services
introduced during this fiscal year, along with higher accounts receivable due to increased enrollment.
Deferred outflows of resources increased $51,763 due to payments made toward the total
postemployment benefits liability that have not been used to reduce the liability. The govemmental
activities total liabilities increased $3,301,152 due to implementing GASB No.75 and recording the
total postemployment benefits liability. Deferred inflows of resources increased $403,027 due to
recording a new deferred inflow ol resources from the total postemployment benefits liability due to
implementing GASB No. 75.
Governmental Activities. The key elements of the changes in the Collaborative's net position for the fiscal
years ended June 30, 2018 and 201 7, are as follows.
Shore Educational Collaborative
Changes in Net Position
For the Fiscal Years Ended June 30,2018 and 2017

Govemmental Activities
20r8
2017
Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:

$

t7,383,774
s,468,399

$

16,544,461
5,831,954

27,951

Other income
Interest income
Overhead income
Rental income

31,234
( o?n

A)<)
1,791,750

Total revenues

14.400

1,711,053
t2 000

24,692,526

24,136,672

Expenses:

Adult day program
Student services

8,140,504

8,014,348

10,112,794
56,232

9,453,288
351,538
70,448

69,952
212,356
5.232.035
24,268,306

182,911
r 99,845
5 517 087
23 789 465

444,433

Professional development
Client workshop
Fiscal agent services

Medicaid municipal billing services
General and administrative

Total expenses

424,220

lncrease in net position
7

347,207

C.

GOVERNMEN I'-WIDE OVI]RALI, I;INANCIAI, ANALYSIS (Continued)
Shore Educational Collaborative
Changes in Net Position (Continued)
Forthe Fiscal Years Ended June 30. 2018 and 2017

Net position - beginning,

as previously reporled

$

Cumulative effect of a change in accounting principle implementation of GASB No.

75

4,778,037

(2.974.299)

$

Net position - ending

5,t25,244 $

2Jlle5

$

s.125J.+4

During the current fiscal year, net position for govemmental activities increased $424,220 from the prior
fiscal year before the cumulative effect ofa change in accounting principle - implementation ofGASB
No. 75. Net position decreased $2,97 4,299 due to the implementation of GASB No. 75 for an ending
balance of $2,575,165. While the current economic conditions had an impact on the Collaborative,
management was able to take various actions (e.g., increasing tuition rates, delaying certain
nonrecurring expenses, and reducing expenses related to non-essential ongoing programs) that
neutralized its effect on governmental activities. Total governmental activities revenues increased
$555,854 or 2.3% from the prior year. The major reason for this increase was due to charges for services
increasing $839,313 or 5.1% from the prior year due to increased tuition rates in the student services
program and higher enrollment in both the sfudent services and adult day program This increase was
reduced by the decrease in operating grants and contributions of $363,555 or 6.202 as a result of a decrease
in the pension revenue ("on-behalf payments") received from the Commonwealth of Massachusetts related
to the Massachusetts Teachers' Retirement System and the Massachusetts State Employees' Retirement
System.

The Collaborative's total govemmental activities expenses for the year ended June 30, 2018 increased by
$478,841 or 2.0% from the prior year. Four ofthe activities reported spending groMh from the prior year,
led by student services which accounted for $659,506 or 74.\Yo oftotal spending growth. This was due to
hiring additional temporary and permanent employees because of the increased enrollment and service
requirements and also scheduled salary increases during the current fiscal year. The activity with the
second largest spending growth was the adult day program which accounted for $ 126,1 56 or 14.2yo of total
spending growth. This was due to hiring additional temporary and permanent employees because of the
increased enrollment.
Three ofthe activities reported decreases in spending from the prior year, led by general and administrative
which accounted for $285,052 or 69.10/o of the spending decrease. This was due to a decrease in the
pension revenue ("on-behalf payments") received from the Commonwealth of Massachusetts related to the
Massachusetts Teachers' Retirement System and the Massachusetts State Employees' Retirement System.
The activity with the second largest spending decrease was the fiscal agent services which accounted for
$ I 12,959 or 21 .4%o of the total spending decrease. This was due to there being fewer grants that were
obtained in which the Collaborative performed fiscal agent services.

Govemmental activities increased the Collaborative's net position by $424,220 or 8.3% during fiscal
2018 before the cumulative effect of a change in accounting principle - implementation ofGASB No.75.
The key elements of this increase can bc explained by higher than projected enrollments in the student
services and adult day programs and strong financial management and monitoring of expenditures'

8

D.

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS

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

Govemmental funds. The focus of the Collaborative's govemmental funds is to provide information on
near-term inflows, outflows and balances of spendable resources. Such information is useful in assessing
the Collaborative's financing requirements. In parlicular, unassigned fund balance may serve as a useful
measure ofthe Collaborative's net resources available for discretionary use as they represent the portion of
firnd balance which has not yet been limited to use for a particular purpose by either an extemal party, the
Collaborative itself, or a group or individual that has been delegated authority to assign resources for use
for particular purposes by the Collaborative's Board ofDirectors.

At

June 30,2018, the Collaborative's govemmental frurds reported combined ending fund balances of
$ 1 ,149,501 in comparison with the prior year before the cumulative efiect of a
change in accounting principle - implementation of GASB No. 75. The implementation of GASB No. 75
increased the reported ending fund balances by $3,656,825. Approximately 55.4% of the reported
combined ending fund balances ($5,677,480) constitutes unassigned fund balance, which is available for
spending at the Collaborative's discretion. The remainder of the fund balance is either nonspendable,
restricted, or committed to indicate that it is l) not in spendable form ($133,280), 2) restricted due to
extemal limitations on its use, such as by the intention of grantors, donors, or trustees ($1,796,210), or 3)
committed for particular purposes such as day habilitation adult program expansion, future programs,
building, sick bank, professional development, the adult day program, fringe benefits, and other purposes
($2,633,696).
$ 10,240,666, an increase of

The general fund is the chief operating fund of the Collaborative. At the end of the cuffent fiscal year,
unassigned fund balance of the general fund was $5,677,480, while the total fund balance was
$10,240,666. As a measure of the general fund's liquidity, it may be useful to compare both unassigned
fund balance and total fund balance to total general fund expenditures. Unassigned fund balance
represents 24.1V6

of total general fund expenditures, while total fund balance represents

43.5%o

of thal

same amount.

During the current fiscal year, the fund balance of the Collaborative's general fund increased by
$1,149,501 before the cumulative effect ofa change in accounting principle - implementation of GASB
No. 75. This increase was due primarily to higher than projected enrollments in the student services
program and adult day program and strong financial management and monitoring of expenditures.
Revenues totaling $24,692,526, increased by $555,854 due to increases in enrollment and charged rates in
the student services program. Expenditures totaling $23,543,025 decreased by $628,786 due to a decrease
in capital outlay due to not many large projects being completed and recognizing decreased expenditures
from on-behalf payments from the Massachusetts 'Ieachers' Retirement System and the Massachusetts
State Employees' Retirement System.

I].

GENI]RAL FLNI) BUDGEI.ARY HiGHLIGHTS
Duri ng the year there was no need for any significant
original
estimated
revenues or original budgeted appropriations. Thus,
amendments to increase either the
Orie,inal budget cornp ared

to llnal budcet.

there was no amended budget for the fiscal year ended June 30, 2018.

Final budget compared to actual results. Budgetary revenues were $2,980,857 lower than the actual
revenues. The most significant differences between budgeted revenues and actual revenues were as
follows:
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E.

GENE

FTJND BUI)GETA RY HIGHLIGHTS ( Continued)

Budgeted

Revenue source

Actual
Revenues Difference

Revenues

$
$

3,739,027 $ 414,400 $ 3,324,627
6,212,233 $ 7,lss,7l8 $ (943,48s)
$ 12,773,1s2 $ 12,093,496 S 679,6s6

Other income
Medicaid income
Educational program fees

Other income increased due to higher than expected increase in the pension revenue (on-behalf payments
from the Massachusetts Teachers' Retirement System and the Massachusetts State Employees' Retirement
System). Educational program fees increased due to higher than expected enrollment in the student
services program. The increases in the above revenue sources were caused by higher than expected student
services enrollment during the final quarler of the school year in multiple program areas and recognizing
unexpected increased pension revenue. The decrease in the Medicaid income was due to many unexpected

prolonged absences by adult day progam clients.
Budgetary expenditures were $1,552,665 lower than actual expenditures. The most significant differences
between budgeted expenditures and actual expenditures were as follows:

Budgeted

Actual

Expenditures Exoenditures Difference

Exrrenditures

$

Salaries

12,779,799

$ 2,694,509
$ 346,2s0
$ 912,s00
$ 277,500

Employee benefits
Suppties

Rent
Debt service

$
$
$
$
$

12,385,012

$

394,187

5,307,t33 $ (2,612,624)
226,839 $ l19,411
s86,676 $ 32s,824
549,923 $ (272,423)

Salaries were lower than budgeted due to not filling vacancies that were expected to have been filled.
Employee benefits were higher than budgeted due to continuing rising premium increases for health
insurance and workers' compensation and higher than expected on-behalf payments from the
Massachusetts Teachers' Retirement System and the Massachusetts State Employees' Retirement System.
Supplies were below budget due to the delay ofcertain purchases into the subsequent fiscal year. Rent was
below budget due to the Collaborative budgeting principal payments on the bonds payable in this category
instead of on a separate line for debt service expenditures. Debt service was above budget due to the fact
that the Collaborative does not budget the principal payments on the bonds payable as an expenditure in
the budget that is prepared.

Overall, the actual change in fund balances was $1,134,133 higher than the budgetary change in fund
balances due to the reasons explained above from higher revenues than had been budgeted and having
enough additional revenucs to neutralize the additional expenditures.

F.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Caoital assets. The Collaborative's inveslment in capital assets for its governmental activities as ofJune
30, 2018, amounts to $10,076,718 (net of accumulated depreciation). This investment in capital assets

includes tand, land improvements, building, building improvements, fumiture, equipment, logo
development costs, construction in progress, and leasehold improvements. The total decrease in the
Collaborative's investment in capital assets for the curent fiscal year was $326,962 or 3.1Y0.
Major capital asset events during the current fiscal year included technolory purchases and a cafeteria
conversion.
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F.

CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)
Shore Educational Collaborative
Schedule of Capital Assets

(net of accumulated depreciation)
Govcrnmental Activitics
201 rJ
2017
Leasehold improvements
Land improvements
Fumiture and equipment
Logo development costs

36,964

$

$

512,510
t32,542

65,515

534,319

lr5

5q5

Building

4,197,987

11)a
4,348,t38

Land
Construction in progress
Building improvements

1,157,580

1,157,580

16,2s1

4,

rotal

022.881

t6,251
4 155 060

tl0g76Jl! L&1!l@

Additional information on the Collaborative's capital assets can be found in Note J on page 39 of this
repoft.
Long-term debt. At June 30,2018, the Collaborative had total long-term debt outstanding of$10,468,415.
The total debt is backed by the full faith and credit ofthe Collaborative and for which the Collaborative is
liable.
Shore Educational Collaborative
Schedule of Outstanding Long-Term Debt

Govemmental Activities
2017

201 8

$

Bonds payable

Total outstanding Long-Term

Debt

$

10, 468.415

$ t0,7t2,776

10116l-415 s 10JuJ16

During the current fiscal year, the Collaborative's total long-term debt decreased by $244,361 or
The reason for the decrease was the principal payments that were made on the bonds payable.

2.3%o.

Additional information on long-term debt can be found in Note N to the financial statements ofpages 5056 ofthis report.

G.

PENSION AND OTIIER POS Tt]MPLOYMENT BENEIiI I'S

The Collaborative participates

in two cost-sharing multiple-employer

defined beneftt plans -

Massachusetts Teachers' Retirement System (MTRS) and Massachusetts State Employees' Retirement
System (MSERS).

-u-

G.

PENSION AND OTHER POSTEMP LOYMENT BENEFITS (Continued)
For the MTRS, the Collaborative is not required to report a liability for its proportionate share of the
pension liability due to the fact that the Collaborative does not contribute directly to MTRS and
Commonwealth of Massachusetts is responsible for the entire net pension liability associated with
Collaborative. At June 30, 2018, the proportionate share of the net pension liability associated with
Collaborative was $13,983,324 which represented 0.06% to the total net pension liability for MTRS.

net

the
the
the

For the MSERS, the Collaborative is not required to report a liability for its proportionate share of the net
pension liabiliqr due to the fact that the Commonwealth of Massachusetts is responsible for the entire net
pension liability associated with the Collaborative. At June 30,2018, the proportionate share of the net
pension liability associated with the Collaborative was $15,931,468 which represented 0.12% to the total
net pension liability for MSERS.
The Collaborative also provides postemployment health benefits for certain retirees and their spouses. As
of the end of the current fiscal year, there were 29 retired employees and their spouses receiving these
benefits, which are financed on a pay-as-you-go basis. Starting in the 2017 -2018 fiscal year, the
Collaborative had to account for other postemplo).ment benefits in accordance with GASB No. 75. Under
GASB No. 75, the Collaborative is required to report the effects of other postemployment benefits
obligations transactions and the assets available to satisry the obligations. This change significantly
increased and accelerated the recording of these costs and significantly impacted the Collaborative's
financial statements. The implementation of GASB No. 75 led to a cumulative effect of a change in
accounting principle that decreased net position in the statement of net position 6y 52,974,299 and
increased combined ending fund balances in the governmental funds balance sheet by $3,656,825. At June

30, 2018, an independent actuarial analysis determined that the Collaborative's future liability for
these benefits or total other postemployment benefits obligation was $7,206,249. This amount was
accounted for as a liability on the Collaborative's statement ofnet position.
Additional information on the Collaborative's pension arrangements and postemployment benefits can be
found in Notes L and O on pages 40-49 and 57-60, respectively, of this report.

H,

ECONOMIC I.'ACTORS AND NEXT YEAR'S BUDGETS AND RAI'I]S
The following economic factors currently affect the Collaborative and were considered in developing the
2018-2019 fiscal year budget.

Continuing increases in employee benefits, including health insurance and workers' compensation
premiums.

Exponential increases in other postemployment employee benefit liability costs.
lncreased capital outlay related to funding and maintaining classroom technologies.

Implementation ofsalary increases in the Student Services and Adult Day Programs.

Commonwealth of Massachusetts' Department of Developmental
Services and MassHealth/Medicaid funding, while costs to deliver these services are rapidly increasing.

No

scheduled increases

to the
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H.

C FACTORS AND NEXT YEAR'

B

ETS AND RATES

During the current fiscal year, the fund balance in the general fund increased by $1,149,501 before the
cumulative effect ofa change in accounting principle - implementation of GASB No. 75 and increased by
$3,656,825 due to the implementation ofGASB No. 75 to $10,240,666. Included in this total amount are
$133,280 in prepaid expenses reported as nonspendable, $\,796,210 in funds restricted for the Giving Tree
and capital projects, and $2,633,696 in funds committed by the Board. These items are reappropriated in
thebudgetfor20l8-2019. All ofthese factors were considered in preparing the Collaborative's budget for
the 2019 fiscal year.

Amendments are expected to be completed during the year that
for approval.

I.

will

be presented to the Board

ofDirectors

REOUESTS FOR INF ORMATION

This financial report is designed to provide a general overview of the Collaborative's finances for all those
with an interest in the Collaborative's finances. Questions conceming any of the information provided in
this report or requests for additional financial information should be addressed to:

Shore Educational Collaborative
100 Revere Beach Parkrvay
Chelsea, Massachusetts 021 50
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SHORE EDUCATIONAL COLLABORATIVE
STAI'EMENT OI] NET POSI'TION

JLNE 30.2018
Primary
Govemment
Govemmcntal

Component

Activities

Unit

ASSETS
Cash and cash equivalcnts

$

Accounts receivable
Other receivables
Due from component unit

6,611,648
3,044,407
9,904

s

47.066

30,000

Prepaid expenses
Restricted cash

133,280
I,',l95,067

Derivative instumcnt-interest rate swap
Capital assets, not bcing depreciated
Capital assels. net of accumulared depreciation

1,173,831
8.902.887

4t9,247

TOTAt, ASSETS

22,120.271

DEFERRED OUTFLOWS OF R-I]SOURCES
Deferred outfl ows-total other postemplo)ment benefits liability
Deferred outfl ows-hedge

72.56r
2,632

TOTAL DEFERRED OUTFLOWS OF RESOURCES
TOTAL ASSETS AND DLFERRED OUTFLOWS OF

47,066

75.193

RESOURCES

22.195 164

47.066

LIABILfIII]S
Accounts payable
Accrucd salaries and fringe benefits
Accrucd expenses
Due to primary govcrnment
Derivative instrument-inlerest ratc s$ap

410,403
681,844
291,393
30,000

I-ong-1erm liabilities:
Due rvithin onc year
Due in more than one year

276,092
10,192,323

Other liabilities duc in more than one year:
Toal other postcmploymenr bcncfits liability

'7,206.219

1'OTAL LIABILITIES
DEFERRED INFLOWS OF RESOURCES
Deferred inflows-total other postcmployment benefits liability
Defened inflows-hedge

19,060,936

30,000

140,l l6
419,241

TOTAL DEFERRED INFLOWS OF RESOURCES

]'OTAL LIABILITIES AND DEFERRED INFI,OWS OF RESOURCES

559,363
19.620.299

30,000

NET POSITION
I,403,370

Net investment in capital assets
Restricted for:
Giving Tree Fund
Capital projects

l, 143
I,795,06',7

Unrestricted (deficit)

TO'I'AL NET

POSITION

(624,4 l5)

t7,066

$ 2,575,165 $

17,066

'I'he accompanling notes are an integral pafi ofthc financial statements.
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SIrcRI] EDUCATIONAL COLLABORATIVI]
STAII]MENT OT' ACTIVII'IF]S
FOR TI{E YI]AR I]NI)I]D JUNO 30,20I8
Nct Revenue (Expense)
and Change in Net Position

I'rogmm Rcvenues

Primary
Grants and

Grants and

Govemment
(iovernnrcntal

Contributions

Contributions

A.ctivilics

Opcrating
Chargcs fbr
Ilxpcnses

Iunclions/l)rograms

Capital

Componenl Unit

Primary Covernment:
Govcrnmental activitics:

$

Adult day program
Student scrvices

l)rofessional devclopment

Clicnt workshop

8,140,504

$

10,579,558

444,433

354,680
'720

56,232
69-952

l:iscal agcnl serviccs
Mcdicaid municipal billing scrvices
Gcncral and administrative

212,356

170,1

Component unit:
Shorc llducational
Collaborative Foundation, Inc.

TOTAL COMPONI]N-T IJNTT

S

24,268,306

$

$

$

74

$

S

74

s

1,776,323

$

$

I13,985

$

580,749

(5s,5r2)
57-191

(12,761)

3.s20.900

(1,666,135)

l2

17,383,'774

(130,477)
(89,753)

(42,2.44\

45,000

035

TOTAI, PRIMARY GOVERNMENT
GOVERNMENTAL ACTIVITIES

6,233,704

t0.112,'t94

$

5,468,399

$

2,150

$

2 076

2.150

$

2,076

$
$

( 1.116. r.13)

General revenues:

Other income

27.951
6,252

Interest income
Overhead income
Rental incDme

1,791,750
14,400

TOTAT,GENERALREVI'NUES
Changc in net position

Net position - beginning, as previously reported
Cumulative effcct ofa change in accounting principle implementation of CASB 75

424,220

2,076

5,125,244

14,990

(2.971_299)

Net position - bcginning, as rostated

2,1s0.945

NIl

f

POSI

flON - IINDING

The accompanying notes arc ao integral part of the financial statements.
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I,840,353

$ 2lz!,!!t $

r4,990

_llpqq

SHORE EDUCATIONAL COLLABORATIVE
BAI-ANCE SHEET

GOVERNMENTAL FT]NDS
JLrNE 30,2018

General

ASSETS

$

Cash and cash equivalents
Accounts receivable
Other receivables
Due from Foundation
Prepaid expenses

6,6 r

r,648

3,044,407

9,904
0,000
33,280
t,'795 067
3

r

Restricted cash

TOTAL

ASSETS S

11,624,306

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Accrued salaries and fiinge benefits
Accrued expenses

$

410,403
681,844

291 393

TOTAL LIABILITIES
Fund balances:
Nonspendable:
Prepaid expenses
Restricted:

1,383,640

133,280

Giving Tree Fund
Capital proiects
Committed:

1,143

1,795,067

Dayhab adult program expansion

|

Future programs

5,736

l I1,687
2,110,604

Building
Sick bank
Professional development
Adult day program
Fringe benefits
Other purposes

30,000
13,600
81,109

257,895
13,065

5,677,480

Unassigned

TOTAL FUND BALANCES

t0,240,666

TOTAL LIABILITIES AND FIIND BALANCES

$ ll, 624,306

The accompanying notes are an integml part ofthe financial statements.
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SHORE EDUCATIONAI COLLABORATIVE
STATEMI,N'I OF RI]VENUES, EXPENDITURES AND CIIANGES IN FUND BALANCES
COVERNMEN'IAL FUNDS
FOR l'HE YEAR ENDED JUNE 30, 2OI8

Gcnerai
REVDNUES
Educational program fees
Medicaid income
Medicaid municipal billing sen ices
Administrative overhead incomc
Other income

$

12,773,152
6,212,233

l70,ll2
1,79t,7 50

3;739,021
6,252

lntcrest income

TOTAI,

REVENUES

24,692,526

EXPENDITURES
Current:
Salaries

12,385,0t2

Employee benefits

5,307,133

Payrolltaxes
Advenising

680,525

Professional fecs and contract sgrviccs
Supplies
Telephone

910,252
226,839
78,079

Postage

'7,7 18

Rcnt

586,616

Stafftraining

62,198

Rental ofequipment
Transportation
Printing and publications
Food

3,504

46,9t3
22,897
158,176

Repairs and maintenance

175,841

utilities

267,106
85,536
20,658
51,462
42,927

Insurance

Client recreation
Bad debt
Miscellaneous

Administrative overhgad chargcs

|,791;7 50

l'otal cument expenditures

22,9tt,466

Debt servicc:
Principal
Intcrest
'Iotal dcbt service

244,361
305.562
519,923

CapitaLoutlay

81,636

TOTAI EXPENDITURES

23,543,025

NET CIIANGE IN FTJND BALANCES

1,149,501

Fund balances - beginning, as previously reported

5,434,340

Cumulative effect ofa change in accounting principle - implemcnlation ofGASB 75

3,656,825

Fund balances - beginning, as restatcd

9,091,165

FUND BAIANCES .

ENDING 9)92!9,66!

'l'he accompanying notes are an integral part ofthe finarcial statemcnts.
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SHORE EDUCATIONAL COLLABORATWE
RECONCILIATION OF FLTND BALANCES OF GOVERNMENTAL FI.]NDS TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OFNET POSITION
ruNE 30,2018

Total fund balances - govemmental funds (page 16)

$ 10,240,666

Amounts reported for govenrmental activities in the statement olnet position (page 14) are different because
Capital assets used in govcmmental activities are
not financial resources and, therefore, are
not repoded in the funds.

10,076,718

Some assets and liabilities are not financial resources used in govemmental
activities and, therefore, are not reported in govemmental funds.

Certain long-term liabilities, such as bonds payable and other postemplolment
benefits liability, are not due and payable in the current period and,
therefore, are not reported in the funds.

NEI' POSITION O}- GOVERNMENTAL ACTIVITIES

The accompanying notes are an integrcl part ofthe financial statements

416,615

(

l8.l s8.834)

$_2llsJ65

SHORE EDUCATIONAL COLLABORATIVE
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENL'ES,
EXPENDITURES AND CHANGES IN FLJND BALANCES TO THE
GOVERNMENTAL ACTIVITIES IN TIIE STATEMENT OF ACTIVITIES
FOR THE \'EAR EN DED J L]NE 30, 2018

$

Net change in fund balances - total govemmental funds (page l7)

1,149,501

Amounts reported for governrnental activities in the statement ofactivities (page l5) are diflerent because:
Govemmental funds report capital outlays as
expenditures. However, in the statement ofactivities,
the cost ofthese assets is allocated over their estimated
useful lives and repofted as depreciation expense. This is the
amount by which depreciation expense exceeds capital outlays
in the current period.

(326,962)

The issuance of longterm debt (e.g. bonds) provides
current financial resources to govemmental funds, while the
repayment ofthe principal of long-term debt consumes the

cunent financial resources ofgovemmental funds. Neither
transaction, however, has any effect on net position. This
amount is the net effect ofthese differences in the treatment

of longterm debt and related items.

s4q

q)'l

Some expenses reported in the statement ofactivities do not
require the use ofcurrent financial resources and, therefore,
are not reported as expenditures in the govemmental funds.

(642,680)

lnterest expense reported in the statement ofactivities
does not require the use ofcurrent financial resources and,
therefore, is not reported as an expenditure in the govemmental
funds.

(305.562 )

CHANGE IN NET POSITION OF GOVERNMENTAL

The accompanying notes are an

i:T;ral

ACTIVITIES LA242A

ealt ofthe financial statements

SHORE EDUCATIONAL COLLABORATTVE
NOTES TO FINANCIAL STATEMENTS
JL,NE 30,2018

NO l lr A - SUMMARY OIr SIGNIFICANT ACCOLINI'ING POLICIES

The financial statements of Shore Educational Collaborative (the "Collaborative") have been prepared in
conformity with accounting principles generally accepted in the United States of America ('GA"AP') applicable
to state and local govemments. The Govemmental Accounting Standards Board ("GASB") is the accepted
standard-setting body for establishing govemmental accounting and financial reporting principles. The
significant accounting and reporting policies and practices used by the Collaborative are described below.
ReDortins EntiW

The Collaborative is an unincorporated, wholly-owned instrumentality of the Commonwealth of Massachusetts.
The Collaborative was established and operates under the provisions of Massachusetts General Laws Chapter 40,
Section 4E as amended by Chapter 197 of the acts of 1974 and by Chapter 43 of the Acts of 2012. The
Collaborative provides a variety of educational programs and sewices as well as provides professional
development programs, consultation and billing services for the member school districts. The member school
communities of the Collaborative include: Cambridge, Chelsea, Everett, Malden, Medford, Revere, Saugus,
Somerville, and Winthrop. These are all separate legal entities with their own goveming bodies. Their operations
are not part ofthe Collaborative's financial statements. The Collaborative also provides educational programs for
children and adults with varying levels of disabilities. Funding for the children's programs is through school
department tuition, and funding for the adult programs is through contracts with the Commonwealth of
Massachusetts' Department of Developmental Services. Substantially all of the Collaborative's revenues are
derived from these member communities and the Commonwealth of Massachusetts.
The Collaborative's programs and services are primarily intended for its members; however, nonmembers may
also participate on a space available basis.

Govemance of the Collaborative is vested in a Board of Directors composed of one representative from each
member school committee. The Board of Directors appoints an Executive Director who is the chief operating
officer for the Collaborative and who reports directly to the Board of Directors. The Board of Directors also
appoints a Treasurer who is the chief financial officer of the Collaborative and who reports to the Board of
Directors through the Executive Director.

According to the Collaborative Agreement, each member community is arurually assessed a membership fee
which is determined annually by the Board of Directors. The fiscal year20l8 membership fee was $5,000 per
district.
The accompanying financial statements present the operations of the Collaborative, the primary govemment, as
well as its discretely presented component unit, a legally separate organization for which the Collaborative is
considered to be financially accountable. The discretely presented component unit is reported in a separate
column in the govemment-wide financial statements (see note below for description) to emphasize that it is
legally separate from the Coltaborative but is included because the Collaborative is financially accountable for
and is able to impose its will on the organization. Unless otherwise indicated, the notes to the financial
statements pertain only to the Collaborative because certain disclosures ofthe component unit are not significant
relative to the Collaborative.
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SHORE EDUCATIONAL COLLABORATTVE
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2OI8

NOTE A - SUMMARY OF SIGNIFICANT ACCOLINTING POLICIES (Continued)
Discretely Presented Component Unit
The following component unit is discretely presented in the govemment-wide financial statements because ofthe
nature and,/or significance of its relationship with the Collaborative. The component unit described below is
considered a major component unit.
Shore Educational Collaborative Foundation, lnc. (the "Foundation") - a non-profit organization, was established
in 2004 to augrnent, support and advance the work ofthe Collaborative. The Foundation is classified as a public
charity exempt from federal income taxes under Section 501(c)(3) ofthe Intemal Revenue Code and is govemed
by a Board that is composed of some of the same members as the Collaborative's Board. All activities and
budgets of the Foundation are approved by the Board of Directors of the Foundation. The Foundation does not
issue a separate audited financial statement.
Basis of Presentation

The Collaborative's basic financial statements include both government-wide financial statements (reporting the
Collaborative as a whole) and fund financial statements (reporting the Collaborative's major funds). Both the
govemment-wide and fund financial statements categorize primary activities as either govemmental activities or
business-type activities. Govemmental activities are generally financed through intergovemmental assessments
or other non-exchange transactions. Presently, the Collaborative does not have any business-lpe activities.
Cumulative Effect of Change in Accounting Principle

The Collaborative has implemented GASB Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits other than Pensions ("GASB No. 75'). GASB No. 75 provides guidance on employer
reporting for employer govemmental entities whose employees are provided with other postemployment benefits
("OPEB). Under GASB No. 75, the Collaborative is required to report the effects ofOPEB-related transactions
and events on its financial statements and to provide information about the Collaborative's OPEB obligations and
the assets available to satisry the obligations. Previously, the Collaborative recognized its net OPEB obligation
over time in accordance with GASB Statement No. 45, Accounting and Financial Reporting by Employers for
Poslemployment Benefits Other Than Pensions. Under GASB No. 75, the Collaborative is required to recognize
its total OPEB liability immediately on the statement of net position. The beginning net position on the
govemment-wide financial statements as a result of the cumulative effect of this change in accounting principle
decreased in the amount of $2,914,299 from the amount previously reported in the financial statements for the
year ended June 30, 2017. Under GASB No. 75, the Collaborative should not recognize the total OPEB liability
on its governmental funds balance sheet since it is considered a long-term liability. Thus, the beginning fund
balances on the govemmental funds balance sheet as a result of the cumulative effect of this change in
accounting principle increased in the amount of $3,656,825 from the amount previously reported in the financial
statements for the year ended June 30, 2017.
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SHORE EDUCATIONAL COLLABORATIVE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JLrNE 30, 20 r 8

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Presentation (Continued)

Goyernmenl-Wide Financial Slat ernenls

The govemment-wide financial statements (i.e. the statement of net position and the statement of activities)
repoft information on all ofthe non-fiduciary activities ofthe primary govemment and its component unit. They
include all funds of the reporling entity except for fiduciary funds. All fiduciary activities are reported only in
the fund financial statements. Governmental activities are primarily supported by member assessments,
intergovemmental revenues (such as grants or contracts with other govemmental entities) and other nonexchange
transactions. The primary govemment is reported separately from its discretely presented component unit.
The govemment-wide statement of net position will include non-current assets and non-current liabilities. In
addition, the govemment-wide statement of activities reflects depreciation expense on the Collaborative's capital
assets. As a general rule, the effect of interfund activi[ has been eliminated from the govemment-wide financial
statements. However, any interlund services provided and used are not eliminated as this process would distort
the direct costs and program revenues reported in the various functions.

1'he govemment-wide statement of activities demonstates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a

specific function or segment. Depreciation expense is allocated to functions/programs of the primary
govemment. Program revenues include l) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segnent, 2) grants and contributions
that are restricted to meeting the operational requirements of a particular function or segment, and 3) grants and
contributions that are restricted to meeting the capital requirements of a particular function or segment.
Assessments and other items not properly included among program revenues are repofied instead as general
revenues. The comparison of direct expenses with program revenues identifies the extent to which each
govemmental function is self-financing or draws from the general revenues ofthe Collaborative.

While separate govemment-wide and fund financial statements are presented, they are intenelated. The
govemmental activities column incorporates data from govemmental funds and intemal service funds, while
business-type activities incorporate data from the Collaborative's enterprise funds. Presently, the Collaborative
has no business-type activities. Separate financial statements are provided for govemmental funds, proprietary
funds, and fiduciary funds, even though the latter are excluded from the govemment-wide financial statements.
The major individual govemmental fund is reported as the general fund in the fund financial statements.
The govemment-wide focus is more on the sustainability of the Collaborative as an entity and the change in the
Collaborative's net position resulting from the current year's activities.
Fund Financial Statements
The fund financial statements ofthe reporting entity are organized into funds, each of which are considered to be
separate accounting entities. Each fund is accounted for providing a separate set of self-balancing accounts,
which constitute its assets, liabilities, fund balance, revenues and expenditures.
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SHORE EDUCATIONAL COLLABORATIVE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,20I8

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
asis of Prescntation Continued

Fund Finoncial Statements (Continued)
Funds are organized as major funds or non-major funds within the govemmental and fiduciary statements, even
though fiduciary funds are excluded from the govemment-wide financial statements. Major individual
govemmental funds are reported as separate columns in the fund financial statements. Nonmajor funds are
aggregated and displayed in a single column.
1'he emphasis in fund financial statements is on the major funds in the govemmental activities categories. GASB
pronouncements set forth minimum criteria (percentage of the assets and deferred outflows of resources,
liabilities and deferred inflows of resources, revenues or expenditures/expenses of either fund category or the

govemmental and enterprise combined) for the determination of major funds. The Collaborative may electively

add funds, as major funds, which have specific community focus. The Collaborative reports one major
govemmental fund and does not report on any non-major funds.

Govemmental funds are identified as general, special revenue, capital projects or permanent funds based upon
the following guidelines. The general fund is the general operating fund of the Collaborative and is always
classified as a major fund. It is used to account for all financial resources except those required to be accounted
for in another fund. Special revenue funds are used to account for the proceeds of specific revenue sources
(other than major capital projects or expendable trusts) that are restricted to expenditures for specified purposes.
Capital projects funds are used to account for financial resources to be used for the acquisition or construction of
major capital facilities. Permanent funds are used to account for resources legally held in trust. All resources of
the fund, including any earnings on invested resources, may be used to support the organization.
The Collaborative reports the fbllowing major govemmental fund: the general fund

Fiduciary funds are used to repod assets held in a trustee or agent capacity for others and therefore are not
available to support Collaborative programs. The reporting focus is on net position and changes in net position
presented in fiduciary fund financial statements. Since by definition these assets are being held for the benefit of
a third party (retirees) and cannot be used to address activities or obligations ofthe Collaborative, these funds are
not incorporated into the government-wide financial statements. The Collaborative has no fiduciary funds.
The accounting and financial rcpofting treatment is determined by the basis of accounting and the applicablc
measurement focus.
Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurement made, regardless of the
measurement focus applied.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOLINTING POLICIES (Continued)
Basis of Accountine (Continued)
Government- Wide F inanc ial Statements

The govemment-wide financial statements are reported using the accrual basis of accounting. Under this
method, revenues are recorded when eamed and expenses are recorded when a liability is incurred or economic
asset used, regardless ofthe timing of related cash flows. Revenues, expenses, gains, losses, assets, and liabilities
resulting from exchange and exchangeJike transactions are recognized when the exchange takes place. Grants
and similar items are recognized as revenue as soon as all eligibiliry requirements imposed by the provider have
been met.

Fund Financial Statements
The modified accrual basis ofaccounting is followed by the govemmental funds, proprietary funds, and fiduciary
funds. Under the modified accrual basis of accounting, revenues are recorded when susceptible to accrual, i.e.
both measurable and available. Available means collectible within the current period or soon enough thereafter
to be used to pay liabilities of the current period. Expenditures are recorded when the related fund liabilif is
incurred, except for unmatured interest on longterm debt, claims, judgments, compensated absences and pension
expenditures, which are recorded as a fund liability when expected to be paid with expendable available financial
resources.
State general aid and other entitlements are recognized as revenue in the period the Collaborative's entitled to the
resources and the amounts are available. Expenditure-driven progmms currently reimbursable are recognized as
revenue when the qualifuing expenditures have been incured and the amounts are available. Charges for services
provided to other education agencies and private parties are recognized as revenue when services are provided.

Amounts owed to the Collaborative for services already perfomed, which are not available, are recorded as
receivables. Amounts received prior to the entitlement period are also recorded as uneamed revenue.
Revenues susceptible to accrual include state aid, expenditure-driven programs and interest income

l\{easurement Focus

Measurement focus refers

to the type of

resources being measured such as current financial resources or

economic resources.
G

overnment-ll/'ide F inanc ial Statemenl s

On the statement of net position and statement of activities, govemmental activities are presented using the
economic resources measurement focus. Under this concept, revenues and expenses are matched using the
accrual basis of accounting.
The Foundation, shown as a discretely presented component unit, does not meet the definition ofa govemmental
organization and is accounted for under the not-for-profit basis of accountilg and uses the accrual basis of
accounting whereby revenues are recognized when eamed and expenses are recognized when incurred.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus (Continued)
Fund Finoncial Statements
The measurement focus ofall govemmental funds is the flow of current financial resources concept. Under this
concept, sources and uses of financial resources, including capital outlays, debt proceeds, and debt retirements,
are reflected in operations. Resources not available to finance expenditures and commitments of the current
period are recognized as defened revenue or a reservation of fund equif. Liabilities for claims, judgments,
compensated absences and pension contributions, which will not be curently liquidated using expendable
available financial resources, are included as liabilities in the Collaborative's financial statements but are
excluded from the governmental fund financial statements. The related expenditures are recognized in the
govemmental fund financial statements when the liabilities are liquidated.

When fund balance resources are available for a specific purpose in more than one classification, it is the
Collaborative's policy to use the most restrictive funds first in the following order: restricted, committed,
assigned, and unassigned as they are needed.
Use of llstimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts ofthe revenues and expenditures/expenses during the fiscal year. Although these estimates
are based on management's knowledge of current events and actions it may undertake in the future, they may
ultimately differ from actual results.
Irnpact of Reccntl) lssued Accounting Principles
Recently Issued and Adopted Accounling Pronouncements

During the fiscal year ended June 30, 2018, the following GASB pronouncements were implemented:
The GASB issued Statement No. 75, Accounting and Financial Reporting for Poslemployment Benefits Other
Than Pensions, establishes new accounting and financial repofting requirements for govemments whose
employees are provided with OPEB, as well as for certain nonemployer govemments that have legal obligation to
provide financial support for OPEB provided to employees of other entities. The Collaborative adopted GASB
No. 75 during the fiscal year ended June 30, 2018. See the Basis of Presentation - Cumulative Effect of Change
in Accounting Principle for the effect ofadoption ofthis accounting principle on the financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
ImpAqlqlBgqgllbLlssuq<l4qEqunting Principles (Continued)
Recently Issued and Adopted Accounling Pronouncements (Continued)

The GASB issued Statement No.87, Irrevocable Splirlnterest Agreements, which requires that a govemment
that receives resources pursuant to an irrevocable split-interest agreement recognize assets, liabilities, and
deferred inflows of resources at the inception of the agreement. Furthermore, this Statement requires that a
government recognize assets representing its beneficial interests in irrevocable split-interest agreements tlat are
administered by a third party, if the govemment controls the present service capacity of the beneficial interests.
This Statement requires that a govemment recognize revenue when the resources become applicable to the
reporting period. The adoption of GASB No. 81 does not have any impact on the Collaborative's financial
statements.

The GASB issued Statement No. 85, Omnibus 2017, which addresses practice issues that have been identified
during implementation and application of certain GASB Statements. The adoption of GASB No. 85 does not
have any impact on the Collaborative's financial statements.

The GASB issued Statement No. 86, Certain Debt Extinguishmenl Issues, which provides guidance for
transactions in which cash and other monetary assets acquired with only existing resources-resources other than
the proceeds of refunding debt-are placed in an irevocable trust for the sole purpose of extinguishing debt. This
Statement also improves accounting and financial reporting for prepaid insurance on debt that is extinguished
and notes to financial statements for debt that is defeased in substance. The adoption of GASB No. 86 does not
have any impact on the Collaborative's financial statements.
Rec ently Issued Accounl ing Pronounce ments

The following GASB pronouncements will be implemented in future fiscal years:
The GASB issued Statement No.83, Certain Assel Retirement Obligations, which is required to be implemented
in fiscal year 2019. Management is currently evaluating the impact of the adoption of this statement on the
Collaborative's fi nancial statements.

The GASB issued Statement No. 84, Fiduciary Actir)ities, which is required to be implemented in fiscal year
2020. Management is currently evaluating the impact of the adoption of this statement on the Collaborative's
financial statements.

The GASB issued Statement No. 87, Ieases, which is required to be implemented in fiscal year 2021.
Management is cunently evaluating the impact ofthe adoption of this statement on the Collaborative's financial
statements.

The GASB issued Statement N o. 88, Certain Disclosure Relaled to Debt, including Direct Borrowing and Direcl
Placemenls, which is required to be implemented in fiscal year 2019. Management is currently evaluating the
impact ofthe adoption ofthis statement on the Collaborative's financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impact of Recently Issued Accountins Principles (Continued)
Recently Issued Accounting Pronouncemenls (Continued)

The GASB issued Statement No. 89, Accounting for Interest Cost Incurred before the End of a Conslruction
Period, which is required to be implemented in fiscal year 2021 . Management is currently evaluating the impact
oftle adoption ofthis statement on the Collaborative's financial statements.

ll

The GASB issued Statement No.90, Majority Equity Interests - an amendment of GASB Statements No.
md
No. 6/, which is required to be implemented in fiscal year 2020. Management is currently evaluating the impact
ofthe adoption ofthis statement on the Collaborative's financial statements.
Cash and Cash Equivalents
Cash and cash equivalents are considered to be cash on hand, demand deposits, certificates ofdeposit at financial

institutions, and shorl-term investments with original maturities

of three months or

less from the date

of

acquisition.
Restricted Cash
Restricted cash includes the remaining cash, originally drawn from bond proceeds, available to complete capital
projects (see Note N).
Accounts Receivable

The Collaborative caries its accounts receivable at cost less an allowance for doubtful accounts. On a periodic
basis the Collaborative evaluates its accounts receivable and establishes an allowance for doubtful accounts,
based on a history of past write-offs and collections and current credit conditions. Accounts receivable are
written off when deemed uncollectible. Recoveries of accounts receivable previously written off are recorded as
revenue when received. At June 30, 2018, no allowance for doubtful accounts was considered necessary as
management considers all accounts receivable to be fully collectible.
Inventories

The amount

of

inventories

is not material to the

Collaborative and, therefore, is recorded

government-wide and fund financial statements

of

the

as expenditures at the time ofpurchase.

Prepai d Exoenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
expenses in both the govemment-wide and fund financial slatements. The cost of prepaid expenses is recorded
as expenditures/expenses when consumed rather than when purchased. Prepaid expenses include prepaids as
well as security deposits.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOLTNTING POLICIES (Continued)
CompqruAlqd 4bsences

The Collaborative's policies allow no carryover ofvacation or sick pay
Income Ta.r Status
The Collaborative was established under Chapter 40 Section 4(e) under the General Laws of Massachusetts and
is therefore generally exempt from income taxes under Section I l5 ofthe Intemal Revenue Code. Accordingly,
no provision for income taxes is made in the financial statements.
Capital Assets

Capital assets, which include land, land improvements, leasehold improvements, fumiture and equipment, logo
development costs, building, building improvements, and construction in progress, are reported in the applicable
govemmental activities column in the government-wide financial statements. Capital assets are defined by the
Collaborative as assets with an initial, individual cost of more than $5,000 and an estimated useful life in excess
of one year. Capital assets purchased, acquired or developed are carried at historical cost or estimated historical
cost if historical cost is not available. Contributed capital assets are recorded at fair market value at the date of
donation. Additions, improvements, and other capital outlays that significantly extend the useful life ofan asset
are capitalized. Other costs incuned for repairs and maintenance are expensed. Any significant construction
commitments are encumbered at year end.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets ofgovernmental activities is expensed as incurred.
The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized.

Land and construction in progress are not depreciated. The other capital assets of the Collaborative
depreciated using the straight-line method over the following estimated useful lives:

are

3 9 years
5-10 years
25 years

Buitding
Fumiture and equipment
Land improvements
Leasehold improvements
Logo development costs
Building improvements

4-12years

l5 years
3

9 years

In the fund financial statements, capital assets used in govemmental fund operations are accounted for as capital
outlay expenditures of the govemmental fund upon acquisition. Capital assets are not capitalized and related
depreciation is not reported in the fund financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Defered Outflows of Resources
In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows
of resources. This separate financial statement element represents a consumption of net position that applies to
future periods and so will not be recognized as an outflow of resources (expense/expenditure) until then. The
Collaborative has two items that qualifu for reporting in this category. The Collaborative reports deferred
outflows of resources related to the accumulated increase in fair value ofthe interest rate swap contract reported
in the govemment-wide statement of net position. It represents the fair value of future payments that will need to
be made under the interest rate swap contract that the Collaborative has entered into. The Collaborative also
reports defened outflows of resources related to the total postemployment benefits liability. A portion of these
costs represent contributions to the plan subsequent to the plan measurement date.
Def'cmed Inllows ol' Resources

Il

addition to liabilities, the statement of net position

will

sometimes report a separate section for deferred
inflows of resources. This separate financial statement element represents an acquisition of net position that
applies to future periods and so will not be recognized as an inflow of resources (revenue) until that time. The
Collaborative has two items that quali! for reporting in this category. The Collaborative reports defened
inflows of resources related to the accumulated increase in fair value ofthe interest rate swap contract reported in
the govemment-wide statement of net position. It represents the fair value of future payments that will needtobe
made under the interest rate swap contract that the Collaborative has entered into. 'l'he Collaborative also reports
deferred inflows of resources for changes in expected and actual investment retums, assumptions, and benefits
provided in its other postemployment benefits plan.
Long-Term Obligations and Related Costs

In the govemment-wide financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable govemmental activities statement of net position. Principal pa).rnents reduce the
liabilities as paid. Bond premiums and discounts are deferred and amortized over the term ofthe bonds using the
effective interest method. Bonds payable are reported net of the applicable discount or premium. Bond issuance
costs are reported as expenses in the periods in which they are incuned.
In the fund financial statements, the face amount of debt issued and related premiums or discounts are reported as
other financing sources as well as the other amounts paid to refinance bonds payable. The regular payrnents of
principal are included as debt service expenditures. Bond issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as expenditures.

The Collaborative uses derivatives to manage risks related to interest rate movements and has entered into
interest rate swap agreements to modi! interest rates on outstanding debt (see Note N). The Collaborative
measures its derivative instruments at fair value. Fair value is defined as the price that would be received to sell
an asset or paid to transfer a liabilit)/ in an orderly transaction between market participants at the measurement
date. Fufure changes in the fair values of the interest rate swap agreements are recorded each period and adjust
the corresponding asset or liability and deferred outflow or inflow ofresources as necessary.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOLTNTING POLICIES (Continued)
Equtity Classifications
G

oyernment-Il ide F inanc ial

State ments

Equity is classified as net position. Net position is comprised of the various net eamings (losses) from operating
and nonoperating revenues, expenses, operating transfers, and contributed capital. Net position is classified in the

following three components: net investment in capital assets; restricted; and unrestricted.
Net investment in capital assets consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding debt of any bonds, mortgages, notes or
other borrowings that are attributable to the acquisition, construction or improvement of those
assets. If there are significant unspent related debt proceeds at year end, the portion of the debt
attributable to the unspent proceeds is not included in the calculation of the amount of net
investment in capital assets.
Restricted net position consists of net position for which constraints are placed thereon by (l)
external parties, such as lenders, grantors, contributors, or laws or regulations of other
governments, or (2) Iaw through constitutional provisions or enabling legislation, including selfimposed legal mandates. Restricted net position is based on the same criteria used to report
restricted govemmental fund balances.
Unrestricted net position consists

ofall

other net positions not included in the above categories

Net Position Flow Assumption
Sometimes the Collaborative will fund outlays for a particular purpose from both restricted (e.g. restricted bond
or grant proceeds) and unrestricted resources. [n order to calculate the amounts to report as restricted net
position and unrestricted net position in the govemment-wide financial statements, a flow assumption must be
made about the order in which the resources are considered to be applied. It is the Collaborative's policy to
consider restricted net position to have been depleted before unrestricted net position is applied.
Fund Financial Statement.t
Govemmental fund equity is classified as fund balance. The following fund balance classifications describe the

relative strength of the spending constraints placed on the purposes for which resources can be used.
Classifications are hierarchical and are based primarily on the extent to which the Collaborative is bound to
honor constraints on the specific purposes for which amounts in the funds may be spent. The Collaborative's
accounting and finance policies are used to interpret the nature and/or requirements of the funds and their
corresponding assignment ofrestricted, committed, assigned, or unassigned.
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NOTE A - SLMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Equity Classifications (Continued)
Ftmd Financial Statements (Continued)
The classifications used in the govemmental fund financial statements are as follows:

-

Nonspendable: This classification includes amounts that cannot be spent because they are either
(a) not in spendable form - such as inventory or prepaid expenses or (b) are legally or contractually
required to be maintained intact - such as a trust that must be retained in perpetuity. The
Collaborative has classified prepaid expenses as being nonspendable as these items are not
expected to be converted to cash or are not expected to be converted to cash within the next year.

The Collaborative currently has no amounts that are legally or contractually required to

be

maintained intact.

-

Restricted: This classification includes amounts for which constraints have been placed on the use
of the resources either (a) extemally imposed by creditors (such as through a debt covenant),
grantors, contributors, or laws or regulations of other govemments, or (b) imposed by law through
constitutional provisions or enabling legislation. The Collaborative has classified the Giving Tree
Fund as restricted due to a donor restricting the use ofthese funds to the adult day program and the
restricted cash as restricted due to the creditor requiring this to be used for capital projects.

-

Committed: This classification includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal action ofthe Collaborative's Board of Directors. These
amounts cannot be used for any other purpose unless the Board of Directors removes or changes
the specified use by taking the same type of action (ordinance or resolution) that was employed
when the funds were initially conrmitted. This classification also includes contractual obligations
to the extent that existing resources have been specifically committed for use in satisrying those
contractual requirements. Committed fund balances differ from restricted balances because the
constraints on their use do not come from outside parties, constitutional provisions, or enabling
legislation. The Collaborative has various amounts that have been committed by the Board of
Directors for various purposes.

-

Assigaed: This classification includes amounts that are constrained by the Collaborative's intent to
be used for a specific purpose but are neither restricted nor committed. This intent can be
expressed by the Collaborative's Board of Directors or through the Collaborative's Board of
Directors delegating this responsibiliry to the Collaborative's senior management through the
budgetary process. The Collaborative had no assigned funds at June 30,2018.
Unassigned: Unassigned fund balance is the residual classification for the general fund. This
classification represents the general fund balance that has not been assigned to other funds, and
that has not been restricted, committed, or assigned to specific purposes within the general fund.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNI'ING POLICIES (Continued)
Equiw Classifi cations (

tinued)

Fund Balance Floly Assumptions
Sometimes the Collaborative will fund outlays for a particular purpose from both restricted and unrestricted
of committed, assigned, and unassigned fund balance). In order to calculate the amounts to
report as restricted, commifted, assigned, and unassigned fund balance in the governmental fund financial
statements a flow assumption must be made about the order in which the resources are considered to be applied.
It is the Collaborative's policy to consider restricted fund balance to have been depleted before using any of the
components of unrestricted fund balance. Further, when the components of unrestricted fund balance can be
used for the same purpose, committed fund balance is depleted first, followed by assigned fund balance.
Unassigned fund balance is applied last.
resources (the total

Pensions

For purposes of measuring the net pension liabiliqr, deferred outflows of resources, and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Massachusefts Teachers' Retirement System (MTRS) and the Massachusetts State Employees' Retirement
System (MSERS) and additions to/deductions from MTRS' and MSERS' fiduciary net position have been
determined on the same basis as they are reported by MTRS and MSERS. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms.
Other Postemployment Benefi ts

In addition to providing pension benefits

(see Note L), the Collaborative provides health coverage for all
employees retiring from the Collaborative after June 30, 2007. The Collaborative will contribute 500/o to the cost
of the coverage while the employee is responsible for the other 50%. The Collaborative recognizes its share of
the cost of providing such benefits in the periods in which the related services are received by the Collaborative.
For the year ended June 30,2018, the expenditures totaled $778,776. The Collaborative obtained this amount
based on an actuarial valuation of its obligations for postemployment health benefits. The actuarial assumptions
included a 3.25yo rate of return on investments (net of investment expenses), an inflation rate of 2.75Yo, and a
health care cost trend rate of 5.0o/o. There are currently no funds being separately invested to fund this liability
which is accrued on the govemment-wide statement of net position. See Note O.

Allocation of Costs
Directly identifiable costs are charged to progmms or general and administrative functions as applicable. Costs
related to more than one function are allocated based on criteria intended to associate the cost with whichever
function benefits.
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NOTE B - RECONCILIATION OF GOVERNMENT.WIDE AND FUND FINANCIAL STATEMENTS

A.

Explanation of certain differences between the govemmental funds balance sheet and the govemment-wide
statement of net position:

The govemmental funds balance sheet includes a reconciliation between total fund balances - govemmental
funds and net position of govemmental activities as reported in the govemment-wide statement of net position.
One element of that reconciliation explains that "capital assets used in govemmental activities are not financial
resources and, therefore, are nol reported in the funds". The details of this $10,076,718 are as follows:

improvements

Leasehold
Less: Accumulated amortizationJeasehold
Land
Less: Accumulated depreciation-land

improvements

Fumiture and

equipment

improvements

costs

Less: Accumulated

Land

545,223

(32,713)
1,582,299

equipment

Less: Accumulated amortization-logo development

Building

440,667

(403,703)

improvements

Less: Accumulated depreciation-furniture and

Logo development

$

(1,449,751)
20,000

costs

(20,000)
5,855,910

depreciation-building

(l,657,923)
1,157,580
16,251

progress
Building improvements
Construction in

5,446,420

(1.423.s36)

Less: Accumulated depreciation-building improvements

Net adjustment to increase total fund balances - govemmental funds to
arrive at net position of govemmental

activities

$ U076J18

Another element of that reconciliation explains that "some assets and liabilities are not financial resources used
in govemmental activities and, therefore, are not reported in govemmental funds". The details of this S416,615
are as follows:
Derivative instrument-interest rate swap - asset
Derivative instrument-interest rate swap - liability
Net adjustment to increase total fund balances - govemmental funds to
arrive at net position of govemmental

activities

4t9,24',7

$

(2.632

$

-

41{J15

The final element of that reconciliation explains that "certain long-term liabilities, such as bonds payable and
other postemployment benefits liability, are not due and payable in the current period and, therefore, are not
reported in the funds". The details of this $18,158,834 difference are as follows:
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NOTE B - RECONCILIATION OF GOVERNMENT.WIDE AND FUND FINANCIAL STATEMENTS
(Continued)

A.

Explanation of certain differences between the govemmental funds balance sheet and the govemment-wide
statement of net position (Continued):

Bonds payable due within one year
Bonds payable due in more than one year
Total other postemployment benefits liability
Deferred outfl ows-total other postemployment benefi ts

$

276,092
10,t92323
1,206,249

(12,s61)

liabiliq,
Deferred infl ows-total other postemployment benefi ts

liability

140,116
419,247

Defened inflows-hedge from interest rate swap
Deferred outflows-hedge from interest rate swap
Net adjustment to reduce total fund balances govemmental funds to arrive at
net position of govemmental activities

B.

(2.632)

s

18,-158,84

Explanation of certain differences between the govemmental funds statement of revenues, expenditures and
changes in fund balances and the govemment-wide statement ofactivities:

The governmental fund statement of revenues, expenditures and changes in fund balances includes

a

reconciliation between net change in fund balances - total governmental lunds and change in net position of
governmental activities as reported in the government-wide statement of activities. One element of that
reconciliation explains that "governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of these assets is allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by rvhich depreciation expense exceeds capital outlays in the curent
period". The details ofthis $326,962 difference are as follows:

$

Capital outlay
Depreciation expense
Net adjustment to decrease net change
in fund balances - total govemmental
funds to arrive at change in net position
of govemmental activities

81,636
(408 ,598 )

L-:A242@)

Another element of that reconciliation states that 'lhe issuance of long-term debt (e.g. bonds) provides current
financial resources to govemmental funds, while the repayment of the principal of long-term debt consumes the
current financial resources of govemmental funds. Neither transaction, however, has any effect on net position.
This amount is the net eflect of these differences in the treatment of long-term debl and related items". The
details of this $549,923 difference are as follows:
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NOTE B - RECONCILIATION OF GOVERNMENT.WIDE AND FUND FINANCIAL STATEMENTS
(Continued)

B.

Explanation of certain differences between the govemmental funds statement of revenues, expenditures and
changes in fund balances and the govemment-wide statement ofactivities (Continued):
Principal repayments of bonds payable
Interest expense ofbonds payable

$

244,361
30s 562

Net adjustment to increase net change in
fund balances - total govemmental funds
to arrive at change in net position ofgovemmental

activities

$-_549923

Another element of that reconciliation states that "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 govemmental
funds". The details ofthis $642,680 difference are as follows:
Change in total other postemployment benefits liability
Change in related defened amounts related to total other

postemployment benefi ts

liabili[

Net adjustment to decrease net change in
fund balances - total govemmental funds
to arrive at change in net position ofgovemmental
activities

NOTE

$

715,241
(72.561

s 64a@

C. BUDGETS AND BUDGETARY ACCOUNTING

Budgetary Information

The Board follows procedures established by State statutes in establishing budget balances for govemmental
funds as described below:
Budgets are prepared and original budgets are adopted annually for all govemmental fund types in
accordance with procedures and time intervals prescribed by law.

Appropriations are controlled at the object level (e.g. salaries, purchased services, and capital
outlay) within each functional activity (e.9. adult day program and student services) and may be
amended by resolution at any Board meeting prior to the due date for the annual financial report.
This object level is the legal level ofbudgetary control.
Budgets are prepared using the same modified accrual basis as is used to account for govemmental

funds.
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NO'IE C - BUDCETS AND BUDGETARY ACCOLTNTING (Continued)
Bud retarv lnformation (Continued)

Budgetary information is integrated into the accounting system and, to facilitate budget control,
budget balances are encumbered when purchase orders are issued. Appropriations in all budgeted
funds lapse at the end of the fiscal year even if they have related encumbrances. Encumbrances
are commitments related to unperformed (executory) contracts for goods and services (i.e.
purchase orders, conracts, and commitments). Encumbrance accounting is utilized to the extent
necessary to assure effective budgetary control and accountability and to facilitate effective cash
planning and control. While all appropriations and encumbrances lapse at year end, valid
outstanding encumbrances (those for which performance under the executory contract is expected
in the next year) are re-appropriated and become part of the subsequent year's budget pursuant to
state regulations.
The Collaborative's primary funding sources are state grants which have grant periods that may be
longer than twelve months.

Because

ol the

Collaborative's dependency on state and local budgetary decisions, revenue

estimates are based upon the best available information as to potential sources offunding.

The Collaborative's annual budget is a management tool that assists its users in analyzing financial
activity for its fiscal year ending June 30.

During the fiscal year ended June 30, 2018, there were no budget amendments that were required.
Excess of Approoriations over llxpglllljlulgs

For the year ended June 30, 2018, expenditures in the general fund exceeded appropriations by $1,846,774 due to

higher than expected pension costs ffom MTRS and MSERS during the fiscal year ended June 30, 2018. These
over expenditures were funded by greater than anticipated revenues.

NOTE D - CASH AND CASH EQUIVALENTS AND DEPOSITS
The deposits ofthe Collaborative consist ofcash and cash equivalents and money market accounts.
is the risk that interest rates will adversely affect the fair value
an investment. The Collaborative does not have a deposit policy for interest rate risk.

Interest rate

risk: Interest rate risk

of

Credit risk: The Collaborative does not have a deposit policy for credit risk.
Concentration of credit
credit risk.

risk: The Collaborative
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NOTE D - CASH AND CASH EQUMLENTS AND DEPOSITS (Continued)
credit risk de sits In thc case of deposits, the risk is that in the event of a bank failure the
Collaborative's deposits may not be retumed to it. The Collaborative does not have a deposit policy
for custodial credit risk. As of June 30, 2018, the Collaborative's bank balance was 58,545,041 and
$8,293,862 of that amount was exposed to custodial credit risk because it was uninsured and
uncollateralized. As of June 30,2018, the Foundation's bank balance was $47,066 and $-0- of that
amount was exposed to custodial credit risk because all of it is insured by federal deposit insurance
coverage.

NOTE E - ACCOUNI'S RECEIVABLE

The majorif of accounts receivable are due from the nine member communities and the Commonwealth of
Massachusetts. These receivables and the remaining accounts receivable are considered to be fully collectible.
As such, no allowance for uncollectible accounts receivable is recorded.
Accounts receivable as of June 30, 201 8 in the Collaborative's major fund, in the aggregate, are as follows:

General Fund
Accounts receivable, net:
Member communities

$1,405,547

Commonwealth of Massachusetts:
Department of Elementary and Secondary Education
Commonwealth Care
Massachusetts Commission for the BIind
Department of Health & Human Services
Depafiment of Developmental Sewices
Total Commonwealth of Massachusetts
Other

Total accounts reccivable, net

Percentage
Balance

46.2%

3t,339

1.0

10,583
871

0.4
0.0

1,t39,162

37.4

197 626

6.5

1,380,181

45.3

258 679

8.5

$1,@4.4!z

of

100%

NOTE F - DUE FROM COMPONENT UN]T/FOUNDATION
The amount due from the Foundation of $30,000 is considered to be fully collectible. As such, no allowance for
uncollectible receivables is recorded.
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NOTE G - ACCRUED EXPENSES
The Collaborative's accrued expenses as recorded in the govemmental activities statement of net position and in
the govemmental funds balance sheet consists ofthe following at June 30, 2018:

$

Accrued rent

Accrued legal and audit
Accrued payroll taxes
Accrued interest

238,682
35,000

I,440
16,271

Total accrued expenses

2_,91193

NOTE H - DEMAND LINE OI-'CREDIT
The Collaborative has a $750,000 secured line ofcredit with a bank to finance working capital. Under the line of
credit, each loan will bear interest at the bant's prime interest rate plus l%. At June 30, 2018 the bank's prime
rate was 4.5Yo. The line of credit is secured by a mortgage on land and building in Chelsea and secured by
substantially all assets ofthe Collaborative. During the fiscal year ended June 30, 2018, the Collaborative did
not draw on this line. The bank will review the line annually with the next review occuning on February 28,

2019.

A summary ofchanges ofthe demand line ofcredit consists ofthe following at June 30,2018:
Balance

Balance

July l,

June 30,

Additions

201'7

Demand line of

Nol'lr

credit

$=

$_

-

ReDayments

:

S.

201 8
$

I - COMMITMI'NTS AND CONTINGI,NCIES

During the previous fiscal year, the Collaborative entered into a contract with a construction company in order to
repave the parking lot at the Collaborative's Chelsea location. The contract was for a total of $421,165. As of
June 30, 2018, all ofthe work had been completed, billed, and paid for by the Collaborative.
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NOTEJ-CAPITALASSETS
Capital asset activity for the year ended June 30, 2018 was as follows:
Balance

Transfers/

Balance

l,

Reclassifi-

June 30,

cations

2018

July

Additions

2017

Deletions

ental activities

Capital assets, not being depreciated:
Land
Construction in progress

$

1,157,580

$

$

s

s

1,157,580

t6

16.2s1

25

r

TOTAL CAPITAL ASSETS, NOT
BEING DEPRECIATED

1,173,83 I

1,173,831

440,667
545,223

440,667

Capital assets, being depreciated:
Leasehold improvements
Land improvem€nts
Fumiture and equipment

Logo development costs

Building
Building improvements
TOTAL CAPITAL ASSETS,
BEING DEPRECTATED

I,508,044
20,000
5,855,91 0
5 41S O?q

13,808,883

5d{

,r'l

|,582,299

74,25;_

20,000
5,85 5,9 10

8l

5,446,420

81,636

13,890,519

7,3

Less accumulated depreciation for:

improvements
improvemenrs
Furnittlle and equipment
Logo development costs
Building
Building improvemenrs
Leasehold

Land

(3'75,152)

(10,904)
(l,382,449)

(18,778)

(28,551)
(21,809)
(67,308)

(403;703)

(32;7't3)
(1,449,7 s7)

(l,222)

(20,000)

(t,507,772) (l50,ls l )
(l,283,979) (139,557)

(t,6s7,923)
(1

,423, 536)

TOTAL ACCUMULATED

DEPRECTATTON (4,s'79,034) (408,598)
TOTAL CAPITAL ASSETS BEING
DEPRECIATED, NET
GOVERNMENTAL ACI'IVITIES
CAPITAL ASSETS, NET

4 98',7 632

8,902,887

9,229,849

q-l-ry9L g-c2l2g $ --:

s-

q_rqqqJ.Lq

Depreciation expense was charged to functions/programs ofthe govemmental activities ofthe Collaborative as follows:
Govemmental activities:

$

Adult day program

90,854

211,832
6,230
99,682

Student services
Professional development
General and administmtive

Total depreciation expense - goverrlrnental actiYities
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NOTE K - OPERATING LEASES
The Collaborative leases space for its classrooms from various member communities as a tenant-at-will for an
annual amount of 910,000.
In addition, the Collaborative leases space for its adult day program under two different leases. The first lease
was entered into on July 16, 2012 with B&H Peabody Property, LLC for a building in Peabody. The lease term
is for seven years through May 31, 2020. For the first seven months of the lease, the monthly rent was
completely abated and then for the next three months the Collaborative paid a reduced monthly lease payment of
$18,559. Starling June 1, 2013, the annual lease amount was $228,008 and will continue to increase g5,303 a
year until May 31, 2020. Due to the first seven months of abated rent, the total cost of the lease will be
recognized evenly over the lease term using the straighfline method. The Collaborative is also responsible for
paying all operating costs, insurance, utilities, and real estate taxes.

The second lease was entered into on January 24, 2011 with Northland Forbes Road LLC for a building in
Wobum. The Iease lerm commenced on March l, 20ll and continues through November 30, 2021 with an
option to renew the lease for an additional five years. The annual payment for March l, 201I through December
3l,20ll was $183,320. Starting January 1,2012, the annual lease amount increased $10,000 a year until
November 30,2021. However, for the first twelve months ofthe lease, the monthly rent was abated by $13,749
per month. Due to this, the total cost ofthe lease will be recognized evenly over the lease term using the straightline method. The Collaborative is responsible for paying all utilities, management fees and real estate ta-xes.

'lotal rent

expense for all operating lcases for the year ended June 30,2018 was $586,676. Included in this
amount, rent expense for all tcnancy-alwill leascs for the year ended June 30, 2018 was $ 10,000.

The Collaborative also has various leases for automobiles used in the aduh day program and various leases for
office equipment used in all progmms. Total expense for these leases for the year ended June 30, 2018 was
$r

2,360.

The following is a schedule of future minimum rental payments required under the above operating leases:

YearEnding June 30,

$

2019

564,696

2021

116 SrS

2022
2023

147,656

Total minimum lease payments

NOTE

L.

571 ,488

2020

$_190"365

PENSION PLANS

The Collaborative participates in two cost-sharing multiple-employer defined benefit plans - Massachusetts
Teachers' Retirement System (MTRS) and Massachusetts State Employees' Retirement System (MSERS).
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NOTE L - PENSION PLANS (Continued)
Massachusefls Teachers' Retircment S

tem (MTRS)

Plan description

Teaching-cenified employees of the Collaborative are provided with pensions through the MTRS - a public
employee retirement system (PERS) that administers a cost-sharing multiple-employer defined benefit pension
plan, as defined in GASB Statement No.67, Financial Reporting for Pension Plans. MTRS is managed by the
Commonwealth of Massachusetts on behalf of municipal teachers and municipal teacher retirees. The
Commonwealth of Massachusetts is a nonemployer contributing entity and is responsible for all contributions
and future benefit requirements of the MTRS. The MTRS issues a publicly available annual report that includes
financial statements and required supplementary information, which may be obtained by writing to Public
Employee Retirement Administrative Commission (PERAC), 5 Middlesex Avenue, Suite 304, Somerville, MA
02145. Management of the MTRS is vested in the Massachusetts Teachers' Retirement Board (MTRB).
Benefits provided

MTRS provides retirement, disability, survivor and death benefits to members and their beneficiaries.
Massachusetts General Law (MGL) establishes uniform benefit and contribution requirements for all
contributory PERS. These requirements provide for superannuation retirement allowance benefits up to a
maximum of 800/o of a member's highest three-year average annual rate of regular compensation. For employees
hired after April l, 2012, retirement allowances are calculated on the basis of the last five years or any five
consecutive years, whichever is greater in terms ofcompensation. Benefit payments are based upon a member's
age, length ofcreditable service, group creditable service, and group classification. The authority for amending
these provisions rests with the Commonwealth of Massachusetts Legislature (the Legislature).
Members become vested after ten years of creditable service. A superannuation retirement allowance may be
received upon the completion of twenty years of creditable service or upon reaching the age of 55 with ten years
of service. Normal retirement for most employees occurs at age 65. Most employees who joined the system
after April 1, 2012 cannot retire prior to age 60.
The MTRS' funding policies have been established by Chapter 32 ofthe MGL. The Legislature has the authority
to amend these policies. The annuity portion of the MTRS retirement allowance is funded by employees, who
contribute a percentage of their regular compensation. Costs of administering the plan are funded out of plan
assets.

Co tributions
Member contributions tbr MTRS vary depending on the most recent date of membership:
I-lire Date
Prior to 1975

t975-1983
t984-6/3011996
7/1/1996 to present
7/1/2001 to prescnt
1979 to present

%oofC omDensation
of regular compensation
7olo of regular compensation
8o% of regular compensation
9o% of regular compensation
1 10% of regular compensation (for teachers hired alter 7/l/01 and those accepting
provisions ofChapter I I4 ofthe Acts of2000)
An additional 2% ofregular compensation in excess of$30,000
5olo
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NOTE L - PENSION PLANS (Continucd)
Massachusetts Teachers' Retirement System (MTRS) (Continued)
C ontr

ib

ut i o ns (C o n t i nue d)

In addition, members who join the system on or after April 2, 2012 wilt have their withholding rate reduced to
80lo after achieving 30 years ofcreditable service.
The Commonwealth of Massachusetts is a nonemployer contributor in MTRS and is required by statue to make
all actuarially determined employer contributions on behalf of the member employers pafiicipating in MTRS.
Therefore, the Collaborative is considered to be in a 100% special funding situation as defined by GASB
Statement No. 68, Accounting and Financial Reporting for Pensions. The contributions made by the
Commonwealth of Massachusetts are actuarially determined as an amount that, when combined with employee
contributions, is expected to finance the costs of benefits camed by employees during the year, with an additional
amount to finance any unfunded accrued liability. Thus, the Collaborative is not required to make any
contribution. Employees are required to contribute as detailed above. The Collaborative had no contractually
required contribution to the MTRS for the fiscal year ended June 30,2018. During the fiscal year ended June 30,
2018, the Commonwealth of Massachusetts was responsible for 100% of the Collaborative's contractually
required contributions to MTRS.
Pension Liabilities, Pension Expense, and Deferred OutJlows of Resources and Deferred InJlows of Resources
Related to Pensions

At June 30, 2018, the Collaborative was not required to report a liability for its proportionate share of the net
pension liability due to the fact that the Collaborative does not contribute directly to MTRS and the
Commonwealth of Massachusetts is responsible for the entire net pension liability associated with the
Collaborative.

At June 30,2018, Ihe proportionate share of the net pension liability associated with the Collaborative was
$13,983,324. The Collaborative's portion of the net pension liability was based on the Collaborative's
proporionate share of contributions to the pension plan relative to the contributions of all MTRS participating
employers.

The net pension liability was measured as of June 30,2011 , and the total pension liability used to calculate the
net pension liability was determined by an actuarial valuation as of that date. At June 30, 2018, the
Collaborative's proportionate share of the net pension liabiliff represented 0.06% of the total net pension liability
for MTRS which had not changed from its portion measured as ofJune 30,2017.

For the fiscal year ended June 30, 2018, the Collaborative recognized pension expense of $1,459,480 and
revenue of S1,459,480 for support provided by the Commonwealth. This amount is recorded as an operating
grant and contribution and a corresponding expense on the statement of activities and as other income and a
corresponding expenditure on the statement ofrevenues, expenditures, and changes in fund balances'
The Collaborative was not required to record any defened inflows or deferred outflows related to MTRS due to
the same reasons as listed above.
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NOTE L - PENSION PLANS (Continued)
Massachusetts Teachers' Retirement System

(M'lRS ) (Con nucd)

Actuarial ossumptions
The total pension liability for the June 30, 2017 measurement date was determined by an actuarial valuation as

Januaryl,20l7rolledforwardtoJune30,20l7. This valuation used

of

the following assumptions:

l.

(a) 7 .5% investment rate of retum, (b) 3.5% interest rate credited to the annuity savings fund and (c)
3.0% cost of living increase on the first $13,000 per year.

2.

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

3. Mortalirv

rales were as [ollows

a. Pre-retirement - reflects RP-2014 White Collar Employees table projected generationally with
Scale MP-201 6 (gender distinct)

b. Post-retirement

-

reflects RP-2014 White Collar Healthy Annuitant table

pro.iected

generationally with Scale MP-2016 (gender distinct)

c. Disability

- assumed to be in accordance with the RP-2014 Healthy Annuitant table projected
generationally with Scale BB and a basc year 2014 set forward 4 years.

4. Experience study was performed dated July 21,2014 and encompasses the period January l,
2006 to December 31, 201

1.

Investment assets of the MTRS are with the Pension Reserves Investment Trust (PRIT) Fund. 'lhe long-term
expected rate of return on pension plan investments was determined using a building-block method in which
best-estimate ranges of expected future rates of retum are developed for each major asset class. These ranges
are combined to produce the long-term cxpected rate of return by weighting the expected future rates of return
by the target asset allocation percentage. Best estimates of geometric rates of retum for each major asset class
included in the PRIT Fund's target asset allocation as ofJune 30,2017 are summarized in the following table:
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NOTE L - PENSION PLANS (Continued)
Massachusetts Teachers' Retirement Svstem ( MTRS) ( Continued)

Acluariol assumptions (C ont inued)

Target
Asset Class

Allocation

Global Equity

40.0%

Portfolio Completion Strategies

13.0

Core Fixed Income
Private Equity
Value Added Fixed lncome

12.0
I 1.0

Real Estate

10.0

Long-Term
Expected Real
Rate of Retunl
5.0%
3.6

I,I
6.6
3.8
3.6
3.2
3.6

10.0

Timber,Natural Resources

4.0

Hedge Funds

Total

100_0%

Discount rate
The discount rate used to measure the total pension liability was 7 .5Yo. The projection of cash flows used to
determine the discount rate assumed that plan member contributions will be made at the current contribution
rates and the Commonwealth's contributions will be made at rates equal to the difference between actuarially
determined contribution rates and the member rates. Based on those assumptions, the net position was
projected to be available to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability. There was no change in the discount rate used from
the previous fiscal year.
Sensitivity of the Collaborative's proporlionate share of lhe nel pension liability to changes in the discount

rale
The following illustrates the sensitivity ofthe collective net pension liability to changes in the discount rate as
of June 30, 2017 . ln particular, the table presents the Collaborative's proportionate share of the net pension
liability assuming it was calculated using a single discount rate that is one-percentage-point lower or onepercentage-point higher than the current discount rate:

t%
6.5Yo

Current
Discount
Rate 7.5%

ro 8.5%

t1)61J!9

$ t=1e83-14

Lr r J 16,400

Decrease

to
June 30, 2017

$
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NOTE L - PENSION PLANS (Continued)
Massachusetts Teachers' Retirement Syslem (MTRS) (Continued)
Pension plan Jiduciary net position

Detailed information about the pension plan's fiduciary net position is available in the separately issued
Commonwealth of Massachusetts' financial report.
Povables to the Pension Plan

At June 30, 2018, the Collaborative reported a payable to the MTRS of $81,534 for legally required employee
contributions which had been withheld from employee wages but not yet remitted to MTRS. This amount is
included in accounts payable on the statement ofnet position and governmental fi:nds balance sheet.
Massachusetts State Employ'ees Retirement S-r'stem (MSIIRS)

Plan description

Nonleaching-certified employees ofthe Collaborative are provided with pensions through the MSERS - a PERS
that administers a cost-sharing multiple-employer defined benefit pension plan, as defined in GASB Statement
No. 67. The MSERS issues a publicly available annual report that includes financial statements and required
supplementary information, which may be obtained by writing to Public Employee Retirement Administrative
Commission (PERAC), 5 Middlesex Avenue, Suite 304, Somerville, MA 02145. Management is vested in the
Massachusetts State Retirement Board (the MSRB).
Benefits prottided

MSERS provides retirement, disability, survivor and death benefits to members and their beneficiaries.
Massachusetts General Law (MGL) establishes uniform benefit and contribution requirements for all
contributory PERS. These requirements provide for superannuation retirement allowance benefits up to a
maximum of 80% of a member's highest three-year average annual rate of regular compensation. For employees
hired after April l, 2012, retirement allowances are calculated on the basis of the last five years or any five
consecutive years, whichever is greater in terms ofcompensation. Benefit pa).rnents are based upon a member's
age, length of creditable service, and group creditable service, and group classification. The authority for
amending these provisions rests with the Commonwealth of Massachusetts Legislature (the Legislature).
Members become vested after ten years of creditable service. A superannuation retirement allowance may be
received upon the completion of twenry years of creditable service or upon reaching the age of 55 with ten years
of service. Normal retirement for most employees occurs at age 65; for certain hazardous dury and public safety
positions, normal retirement is at age 55. Most employees who joined the system after April l, 2012 cannot
retire prior to age 60.

The MSERS' funding policies have been established by Chapter 32 of the MGL. The Legislature has the
authority to amend these policies. The annuity portion of the MSERS retirement allowance is funded by
employees, who contribute a percentage of their regular compensation. Costs of administering the plan are
funded out ofplan assets.
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NOTE L - PENSION PLANS (Continued)
Massachusetts State Em t)

s' Retiremen tS

(MSERS) TC ontinued)

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

ire Date
Prior to 1975
1975- 1983

1984-6t30fi996
7/1/1996 to present
1979 to present

ofCom ensation
5olo of regular compensation
7olo of regular compensation
8olo of regular compensation
90% of regular compensation
An additional 2% ofregular compensation in excess of$30,000

In addition, members u'ho join the system on or after April 2, 2014 rvill have their withholding rate reduced to
6% afler achicving 30 years ofcreditable service.
Per Chapter 32 of the MGL, contribution requirements of the active employees and participating entities are
established and may be amended by the Legislature. Employees are required to contribute as detailed above. The
Collaborative contributes an amount equal to the normal cost ofemployees' benefits participating in MSERS at a
rate established by the Public Employees' Retirement Administration Commission (PERAC), currently 5.6% of
covered payroll. Legally, the Collaborative is only responsible for contributing the annual normal cost of their
employees' benefits (i.e., the present value ofthe benefits eamed by those employees in any given year) and is
not legally responsible for the past seruice cost attributable to those employees or previously retired employees of
the Collaborative. The Commonwealth of Massachusetts is legally responsible for the entire past service cost
related to the Collaborative and therefore has a 100% special funding situation (similar to the MTRS).
The following is a listing ofthe last four years ofcontributions to MSERS by the Collaborative:

$

2017

447,179
398,493

2016

400,266

2015

402,050

2018

The Collaborative had no additional contractually required contribution to the MSERS for the fiscal year ended
June 30,2018. The Commonwealth of Massachusetts was responsible for any remaining contractually required
contributions to MSERS during the fiscal year ended June 30, 2018.
Pension Liabilities, Pension Expense, and Deferred OutJlows of Resources and Deferred InJlows of Resources
Related to Pensions
share of the net
pension liability due to the fact that the Commonwealth of Massachusetts is responsible for the enthe net pension
liability associated with the Collaborative.

At June 30, 2018, the Collaborative was not required to report a liability for its proportionate
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NOTE L - PENSION PLANS (Continued)
Mas sachusetts State Emolovee s' Retirement

S

tem MSERS) (Continued)

Pension Liabilities, Pension Expense, and Deferred Out/lows of Resources and Deferued Infows of Resources
Related to Pensions (Continued)

At

June 30, 2018, the proportionate share

of the net pension liability associated with the Collaborative was
The
portion
Collaborative's
of the net pension liability was based on the Collaborative's
$15,931,468.
proportionate share of employer and nonemployer allocations to the pension plan relative to the employer and
nonemployer contributions of all MSERS participating entities.

The net pension liability was measured as ofJune 30,2017, and the total pension liabitity used to calculate the
net pension liability was determined by an actuarial valuation as of that date. At June 30, 2018, the
Collaborative's proportionate share ofthe net pension liability represented 0.12% ofthe total net pension liability
for MSERS which had decreased 0.1olo from its portion measured as ofJune 30,2017.

For the fiscal year ended June 30,2018, the Collaborative recognized pension expense of $2,061,420 and
revenue of $2,061,420 for support provided by the Commonwealth. This amount is recorded as an operating
grant and contribution and a conesponding expense on the statement of activities and as other income and a
corresponding expenditure on the statement ofrevenues, expenditures, and changes in fund balances.
The Collaborative was not required to record any defened inflows or deferred out{Iows related to MSERS due to
the same reasons as listed above.

Acluarial assumplions
The total pension liability for the June 30, 201 7 measurement date was determined by an actuarial valuation as
January 1,2017 rolled forward to June 30,2017. This valuation used the following assumptions:

of

1. (a) 1 .5% investment rate of retum, (b) 3.5% interest rate credited to the annuity savings fund and (c)
3.0% cost of living increase on the first $ 13,000 per year.

2.

Salary increases are based on analyses ofpast experience but range from 4.00hto9.0%o depending on
group and lengrh of service.

3. Mortaliry

rates were as follows:

a.

pre-retirement - reflects RP-2014 Blue Collar Employees table projected generationally with
Scale MP-2016 and set forward I year for females

b.

post-retirement - reflects RP-2014 Blue Collar Healthy Annuitant table projected
generationally with Scale MP-2016 and set forward I year for females

c.

Disability - the mortality rate is assumed to be in accordance with RP-2000 Healthy Annuitant
table projected generatitnally with Scale BB and a base year of2015 (gender district)
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NOTE L - PENSION PLANS (Continued)
Massach

Acluarial

State EmDlovees'
a.ss

4.

Svstem (MStlRS) (Continued)

umptions lCont inuedl

Experience studies were performed dated February 27,2014 and encompasses the period January
l, 2006 to December 3 1 , 201 I .

Investment assets ofthe MSERS are with the Pension Reserves Investment Trust (PRIT) Fund. The longterm
expected rate of retum on pension plan investments was determined using a building-block method in which
beslestimate ranges of expected future rates of return are developed for each major asset class. These ranges
are combined to produce the long-term expected rate ofretum by weighting the expected future rates ofreturn
by the target asset allocation percentage. Best estimates of geometric rates of return for each major asset class
included in the PRIT Fund's target asset allocation as ofJune 30, 2017 are summarized in the following table:

Long-Term
Targct
Asset Class

Allocation

Global Equity
Portfolio Completion Strategies
Core Fixed lncome
Private Equity
Value Added Fixed lncome

40.0%

5.0v,

13.0
12.0

3.6

I 1.0
10.0

6.6
3.8
3.6
3.2
3.6

10.0

Real Estate

Timber,Natural Resources

4.0

Hedge Funds

0.0

Total

Expected Real
Rate of Retum

1.1

:.10!.Q%

Discounl rale
The discount rate used to measure the total pension liability was 7 .5%o. The projection of cash flows used to
determine the discount rate assumed that plan member contributions will be made at the curent contribution
rates and the Commonwealth's contributions will be made at rates equal to the difference between actuarially
position was
determined contribution rates and the member rates. Based on those assumptions, the net
projected to be available to make all projected future benefit payments of current plan members. Therefore,
ih""long-t"r, expected rate of return on pension plan investments was applied to all periods of projected
rate used from
benefit"payments to determine the total pension liability. There was no change in the discount
the previous fiscal year.
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NOTE L - PENSION PLANS (Continued)
Massachusetts S tate Emnl o!ees ' Retirement Svstem (MSERS (Cont
)

ued)

Sensitivity of the Collaborative's proportionote share of the net pension liability to changes
in the discount

rale

The following illustrates the sensitivity ofthe collective net pension liability to changes in the discount rate as
ofJune 30, 2011 . In particular, the table presents the Collaborative's proportionate share of the net pension
liability assuming it was calculated using a single discount rate that is one-percentage-point lower or onepercentage-point higher than the current discount rate:

t%
Decrease

to 6.5yo
June 30,2017

$

Current
Discount
Rate

7

.5Yo

t%
lncrease

to 8.5%

21.698,00! $-r5j31.468 $LLz!@

Pension plan fiduciary net position

Detailed infomation about the pension plan's fiduciary net position is available in the separately issued
Commonwealth of Massachusetts' fi nancial report.
Payables to the Pension Plan

At June 30,

201 8, the Collaborative reported payables to the MSERS of $52,855 for legally required employer
contributions and $83,223 for legally required employee contributions which had been withheld from employee
wages but not yet remitted to MSERS. These amounts are included in accounts payable and accrued salaries and
fringe benefits on the statement ofnet position and govemmental funds balance sheet.

NOTE M - DISCRETTTLY PRESENTED COMPONEN'I UNII'

In fiscal year 2004, a notfor-profit organization, Shore Educational Collaborative Foundation, Inc. ("the
Foundation"), was established. This organization's board of directors has some ofthe same members as the
Collaborative's. As a result, the Foundation has been included as a component unit on the statement of net
position and the statement of activities. According to Massachusetts Session Law, Chapter 43 of the Acts of
2012: An Act Relative to Improving Accountability and Oversight of Education Collaboratives, the
Foundation does not qualif, as a related party as defined by the law and, therefore, any transactions between
the Foundation and the Collaborative do not constitute related party transactions.

At June 30, 2018, the Collaborative

has a receivable from the Foundation

start-up funds for the Foundation.
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NOTE N - LONG-TI]RM LIABILITIES

A summary ofchanges ofbonds payable consists ofthe following

at June 30,

20lg

Balance

July

Balance
June 30,

I,

Additions

2017

20r8

Reductions

Refinanced building and land

acquisition

$ 9,212,116

Renovation

500 000

Total

il0Jl2J15

$

$

209,556

$

34,805
$

s

,361

9,003,220
1.465,195

$

__g6gtl

r!,,

Bond Pa),able - New Roof and HVAC System

On August 15, 2008, the Collaborative entered into an agreement to participate in the Massachusetts
Development Finance Agency Revenue Bonds Series 2008 to fund a new roof and TIVAC system. The
Collaborative's bond components totaled $1,200,000. Interest on the bond was payable and commenced on
September 15, 2008 and on the fifteenth day of each month thereafter, at a rate of the sum of I .623% plus 0.69
times one-month LIBOR. The initial rate was 3.325ok. The maturity date was August 15, 2028. The
Collaborative entered into an interest rate swap agreement with TD Bank to effect a fixed interest rate on the
bond of 5.15%. See below for more information on interest rate swap. Principal pa).rnents on the bond were
payable in monthly installmenls and commenced on September 15,2008 and on the fifteenth day of every month
thereafter.

On November 4, 2016, the remaining balance on this bond at that time was paid off through the issuance of a
new bond. See below for Refinanced Building and Land Acquisition Bond for more details. The Collaborative
still continues to hold the interest rate swap associated with the original bond payable even though the bond
payable has been refinanced.
Interest Rate Swap - New Roof and HVAC System

Objective of the Interest Rate Swap
As a means to lower its borrowing costs and increase its savings, when compared against fixed rate bonds at the
time of issuance in July 2008, the Collaborative entered into an ISDA interest rate swap contract in connection
with its bond payable for the new roof and HVAC system with TD Bank for a notional amount of $ 1,200,000.
The intention of the swap was to effectively change the Collaborative's variable interest rate on the bond to a
synthetic fixed rate of 5.\5y0. The interest rate swap was considered a hedging derivative instrument and was
classified as a cash flow hedge.
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NOTE N - LONG-TERM LIABILITIES (Continued)
Bond Pavable - New

fan d HVAC Svstem ( Continued)

Interest Rate Swap - New Roofond HVAC System (Continued)

Terms
The bond payable was set to mature on August 15,2028, and the related swap agreement matures on August 15,
2018. The swap's initial notional amount of $1,200,000 matched the $1,200,000 variable-rate bond on an
amortizing schedule. The swap was entered into at the same time the bond was issued (August 2008). Starting
in fiscal year 2009, the notional value ofthe swap and the principal amount ofthe associated debt declined.

In November 2016, when the bond was paid off through the issuance of another bond, the swap remained in
place and is still in place at June 30, 2018. The swap covers the notional amounts as prescribed in the original
swap agreement based on the amoftization schedule of the original new roof and HVAC bond payable but now
covers a portion of the outstanding balance of the new refinanced building and land acquisition bond payable
until it matures on August 15, 2018.
Under the swap agreement, the Collaborative pays a fixed interest rate of 5. l5% to TD Bank and TD Bank makes
payments as directed in the bond payable at the floating rate of 0.69Y0 of the one-month LIBOR plus 1.623yo. At
no time will the notional amount on the interest rate swap agreement exceed the outstanding principal of the
bond payable. Payments under the swap agreement will be reflected as adjustments to interest expense in the
statement of activities and as adjustments to debt service in the statement of revenues, expenditures and changes
in fund balance. At June 30,2018, the swap agreement has a notional amount of$760,184 and the net amount
paid on the interest rate swap during the fiscal year ended June 30, 201 8 was $ 19,947.

ln accordance with the swap agreements and on a monthly basis, interest expense is calculated based on the
option rate selected and the fixed rate. Ifthe interest expense calculated is greater based on the option rate, TD
Bank pays the difference to the Collaborative. However, ifthe interest expense calculated is greater based on the
fixed rate, the Collaborative pays the difference to TD Bank. Depending on the fluctuations in LIBO& the
Collaborative's interest rate exposure and its related impact on interest expense and net cash flow may increase
or decrease. The Collaborative is exposed to credit loss in the event of nonperformance by the lending
institution; however, nonperformance is not anticipated.
Fair Value
The swap had a negative fair value of $2,632 as of June 30, 2018, representing a change in fair value of $20,798
from June 30, 2017. The fair value ofthe swap was offset by a deferred outflow ofresources ofthe same amount
on the statement of net position. Fair values were based on mark{o-market valuations as of the fiscal year end
that were established by market quotations from TD Bank representing estimates of the amounts that would be
paid for replacement transactions. This estimates the net present value of the expected cash flows between tle
parties to the swap agreement, using relevant mid-market data inputs based on the assumption of no unusual
market conditions or iorced liquidation and does not include an assessment of nonperformance risk. The fair
value model calculates future cash flows by projecting forward rates, and then discounts those cash flows at their
present value.
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NOTII N - LONG-TERM LIABILITTES (Conrinued)
Bond Pavable - New Roo land TIVAC Svs tem (Conti nued)

Interesl Rate Swap - New Roof and HVAC System (Continued)

Fair Value (Continued)
The swap's fair value may be countered by a reduction in total interest payments required under the variable-rate
bonds, creating a lower synthetic interest rate. Because the Collaborative's variable-rate bond adjusts to
changing interest rates, the bond does not have a corresponding fair value increase or decrease.

Interest Rate and Credit Risk

The fair value of the interest rate swap is highly sensitive to interest rate changes and, as a result, the
Collaborative is exposed to interest rate risk. As of June 30, 2018, the Collaborative was not exposed to credit
risk because the interest rate swap had a negative fair value. However, should interest rates change and the fair
value of the swap becomes positive, the Collaborative would be exposed to credit risk in the amount of the
swap's fair value. TD Bank was rated AA- by Standard & Poor's and Aa2 by Moody's Investors Service as of
June 30, 2018.

Basis Risk

As noted above, the swap exposes the Collaborative to basis risk should the rate on the bond increase to above
the 0.69yo of the one-month LIBOR plus 1.623%o, thus increasing the synthetic rate of the bond. If a change
occurs that results in the rate on the bond to be below the 0.69Yo ofthe one-month LIBOR plus 1.623yo, then the
synthetic rate on the bond will decrease.

Termination Risk
The swap contract uses the Intemational Swap Dealers Association Master Agreement, which includes standard
termination events, such as failure to pay and bankruptcy. The Schedule to the Master Agreement includes an
"additional termination provision". The Collaborative or TD Bank may terminate the swap if the other party fails
to perform under the terms of the contract. lf the swap is terminated, the bond would no longer carry a synthetic
interest rate. Also, if at the time of termination, the swap has a negative fair value, the Collaborative would be
liable to TD Bank for a payment equal to the swap's fair value. Likewise, if the swap has a positive fair value at
termination, TD Bank would be liable to the Collaborative for a payment equal to the swap's fair value.
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Bond Payable - Refinanced Building and Land Acquisition

On November 4, 2016 the Collaborative entered into an agreement to paticipate in the

Massachusetts

Development Finance Agency Revenue Bonds Series 2016A to refinance its building and tand acquisition bond
and its new roof and IWAC bond. The Collaborative's bond components totaled $9,350,000. Interest on the
bond is payable and commenced on November 4, 2016 and on the eleventh day of each month thereafter, at a rate
of the sum of 1395% plus 0.6975 times one-month LIBOR. The initial rate was I .8%. The maturity date is
November \1,2046. The Collaborative entered into an interest rate swap agreement with TD Bank to effect a
fixed interest rate on the bond of 2.647yo for the remaining outstanding principal balance not covered by the
other interest rate swap described above and two other interest rate swaps that expired in fiscal year 2017. See
below for more information on the interest rate swap. Principal payments on the bond are payable in monthly
installments and commenced on November I 1,2016 and on the eleventh day ofevery month thereafter.

Bond proceeds of $200,024 were withheld at closing to fund future capital projects. This amount is included in
restricted cash on the statement of net position and the govemmental fund balance sheet.
Inleresl Rate Swap - Refinanced Building and Land Acquisition

Objective of the Intcrest Rate Swap
As a means to lower its borrowing costs and increase its savings, when compared against fixed rate bonds at the
time of issuance in November 2016, the Collaborative entered into another ISDA interest rate swap contract in
connection with its refinanced building and land acquisition bond payable with TD Bank for an initial notional
amount of $339,064. The intention of the swap was to effectively change the Collaborative's variable interest
rate on the bond to a synthetic fixed rate of 2.647%. The interest rate swap is considered a hedging derivative
instrument and is classified as a cash flow hedge.

Tcrms
The refinanced building and acquisition bond payable matures on November 11,2046, and the related swap
agreement matures on November 11,2026. The swap's initial notional amount of $339,064 matched the
$9,350,000 variable-rate bond on an amortizing schedule less the notional amounts already covered by the other
interest rate swap described above and two other interest rate swaps that expired in 2017. The swap was entered
into at the same time the bond was issued (November 2016). As the other interest rate swap described above
matures and when the two other interest rate swaps matured in 2017, the notional amount that those interest
swaps covered will be and was added to the notional amount outstanding under this swap. Thus, starting in fiscal
year 2017, the notional amount of the swap increased as the other swaps expired so that the entire amount ofthe
outstanding principal at any time will be covered. Consequently, the principal amount ofthe associated debt will
continue to decline.
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Bond Pavable - Refin anced Buildins and Land Acquisition (Con tinued)
Interesl Rote Steap - Refinanced Building and Land Acquisition (Continued)

Terms (Continued)
Under the swap agreement, the Collaborative pays a fixed interest rate of 2.647Yo to TD Bank and TD Bank
makes payments as directed in the bond payable at the floating rute of 0.697 5yo of the one-month LIBOR plus

1.395%. At no time will the notional amount on the interest rate swap agreement exceed the outstanding
principal of the bond payable. Pa),ments under the swap agreement will be reflected as adjustments to interest
expense in the statement of activities and as adjustments to debt service in the statement of revenues,
expenditures and changes in fund balance. At June 30, 2018, the swap agreement has a notional amount of
$8,243,036 and the net amount paid on the interest rate swap during the fiscal year ended June 30, 2018 was
$t7,447

.

In accordance with the swap agreements and on a monthly basis, interest expense is calculated based on the
option rate selected and the fixed rate. If the interest expense calculated is greater based on the option rate, TD
Bank pays the difference to the Collaborative. However, ifthe interest expense calculated is greater based on the
fixed rate, the Collaborative pays the difference to TD Bank. Depending on the fluctuations in LIBOR, the
Collaborative's interest rate exposure and its related impact on interest expense and net cash flow may increase
or decrease. The Collaborative is exposed to credit loss in the event of nonperformance by the lending
institution; however, nonperformance is not anticipated.

Fair Value
The swap had a positive fair value of 5419,247 as of June 30, 2018, representing a change in fair value of
5262,911 from June 30,2017. The fair value of the swap was offset by a deferred inflow of resources of the
same amount on the statement of net position. Fair values were based on mark-to-market valuations as of the
fiscal year end that were established by market quotations from TD Bank representing estimates ofthe amounts
that would be paid for replacement transactions. This estimates the net present value ofthe expected cash flows
between the parties to the swap agreement, using relevant mid-market data inputs based on the assumption of no
unusual market conditions or forced liquidation and does not include an assessment of nonperformance risk. The
fair value model calculates future cash flows by projecting forward rates, and then discounts those cash flows at
their present value.
The swap's fair value may be countered by a reduction in total interest payments required under the variable-rate
bonds, creating a lower synthetic interest rate. Because the Collaborative's variable-rate bond adjusts to
changing interest rates, the bond does not have a corresponding fair value increase or decrease.
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NOTE. N - LONG-TIIRM I-LABILITIES (Continued)

Bond Pavable - Refin anc ed Buildins and Land Acquisition (C ontinued)
Interest Rate Swap - Refinanced Building and Land Acquisition (Continuecl)

Interest Rate and Credit Risk

The fair value of the interest rate swap is highly sensitive to interest rate changes and, as a result, the
Collaborative is exposed to interest rate risk. As of June 30, 201 8, the Collaborative is exposed to credit risk in
the amount of $419,247 because the interest rate swap had a positive fair value. However, should interest rates
change and the fair value of the swap becomes negative, the Collaborative would not be exposed to credit risk.
TD Bank was rated AA- by Standard & Poor's and Aa2 by Moody's Investors Service as ofJune 30, 2018.
Basis Risk

As noted above, the swap exposes the Collaborative to basis risk should the rate on the bond increase to above
the 0.6975%o ofthe one-month LIBOR plus 1.395%, thus increasing the synthetic rate of the bond. Ifa change
occurs that results in the rate on the bond to be below the 0.69150/o of the one-month LIBOR plus 1.395%o, then
the synthetic rate on the bond

will

decrease.

Termination Risk
The swap contract uses the Intemational Swap Dealers Association Master Agreement, which includes standard
termination events, such as failure to pay and bankruptcy. The Schedule to the Master Agreement includes an
"additional termination provision". The Collaborative or TD Bank may terminate the swap ifthe other party fails
to perform under the terms of the contract. If the swap is terminated, the bond would no longer carry a synthetic
interest rate. Also, if at the time of termination, the swap has a negative fair value, the Collaborative would be
liable to TD Bank for a payment equal to the swap's fair value. Likewise, if the swap has a positive fair value at
termination, TD Bank would be liable to the Collaborative for a payment equal to the swap's fair value.
Bond Payable - Renovation

On November 4, 2016, lhe Collaborative entered into an

ag.reement

to participate in the

Massachusetts

Development Finance Agency Revenue Bonds Series 20168 to fund renovations at the Collaborative. The
Collaborative's bond components totaled $1,500,000. lnterest on the bond was payable and commenced on
November 4, 2016 and on the eleventh day ofeach month thereafter, at a fixed rate of 2.84o/o. The maturity date
is November 11,2036. Principal payments on the bond are payable in monthly installments and commenced on
December 11,2017 and on the eleventh day ofevery month thereafter.
Bond proceeds of $ I ,500,000 were withheld at closing to fund future capital projects. This amount is included in
restricted cash on the statement ofnet position and the governmental fund balance sheet.
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NOTE N - LONG-TERM LIABILITIES (Continued)
Bonds Payable
Both the refinanced building and land acquisition and the renovation bond described above are secured by a first
mortgage on land and building in Chelsea and secured by substantially all assets of the Collaborative. In
addition, the Collaborative has assigned the right, title, and interest in any leases and rents on the property to the
bond holders. The bonds described above are subject to covenants that restrict the Collaborative's ability to incur
additional debt or pledge or lien or dispose of any of its assets. If there is a default in one bond, then there is a
default in both bonds.
Swap Pqments and Associaled Debt

Using rates as of June 30, 2018, debt service requirements of the variable-rate bonds and net swap payments,
assuming current interest rates remain the same for their term, were as follows. As rates vary, variable-rate bond
interest payments and net swap payments
Year Endine June

30.

2019
2020

will vary.

$

276,092
283,708

2021
2022

29t,533

2023

307,83 s

2024-2028
2029-2033
2034-2038
2039-2043
2044-2048

Interest

Principal

$

299,572

t,671,366

285,407
277,660
269,701
261,521
253,116
1,131,146

1,915,014

883,342

2,037,869
1,940,812
1,444.614

602,544
336,094
68,575

$.1!,,46!115 L4,36eJo6

Swap. Net

$

(s,132)

Total
556,361

$

(8,090)
(7,882)
(7,668)

553,278
551 ',15'

553,425

(7,448)
(23,706)

$

553,503

2,778,806
2,798,356
2,640,413
2,276,906
1.5 l3. r 89

l5e-e2q) $4.771,etr

The total interest incurred by the Collaborative during the current fiscal year related to the bonds payable was
s305,562. Interest expense was charged to functions/programs ofthe collaborative as follows:
Governmcntal activities:
Adult day program

$

58,202

206,618
11,640

Student services

Professional developmenl
Gencral and administrative

29 .102

s3
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NOTE O - OTHER POSTEMPLOYMENT BENEFITS

The Collaborative provides other postemployment benefits (.'OPEB) for its employees though a singleemployer, del'ined benefit OPEB plan which is administered by the Collaborative. The Collaborative follows the
provisions ofGASB No. 75. The Plan does not issue a separate, publicly available report.
Plan Description

The Collaborative's Retiree Health lnsurance Plan (the "Plan") provides postemployment health care benefits to
eligible retired Collaborative employees through the Collaborative's group health insurance plans, which cover
both active and retired members. Medical insurance is offered through Tufts Health Plan and dental insurance is
offered through BIue Cross Blue Shield of Massachusetts. Employees as well as their spouses are covered by the
Plan. The employee must retire directly from the Collaborative with an immediate pension payable from one of
the two public retirement systems as described in Note L. The employee also must have had at least ten years of
cumulative service with the Collaborative and the last five years must be consecutive work at the Collaborative.
In addition, the employee must have been covered under one of the Collaborative's health insurance plans for
one year.

The Plan is a single-employer defined benefit OPEB plan administered by the Collaborative. The Collaborative
has the authority to establish and amend the Plan's benefit terms and financing requirements. The Plan is funded
on a pay-as-you-go basis and lhere are no plan financial statements. No assets are accumulated in a trust that
meats the criteria in GASB No. 75, paragraph 4.
Bcncfils I)rovidcrl

The Plan provides medical and dental insurance coverage for retirees and their spouses. The benefit terms
provide for payment of 50% of the cost of the medical insurance premiums and the employee is responsible for
the other 50%. For dental insurance premiums, the employee is responsible for 100% of the premiums. Life
insurance is not offered under the Plan.
Employees Covered bv Benefit Terms

During the fiscal year ended June 30, 2018, the Plan had fwenty-one retirees and eight spouses of retirees
receiving benefits. The Plan has a total of26l active participants and spouses, of which 232 are not yet eligible
to receive benefits.
Fundin

Polic

The contribution requirements of Plan members and the Collaborative are established and may be amended by
go
the Collaborative's Board of Directors. The Collaborative funds this postemployment benefit on a pay-as-you
basis. The cost of administering the Plan is paid by the Collaborative. For the period ending on July 1, 2017,
payments made on
Measurement Date, the Collaborative contributed $63,535 to the Plan comprised of benefit
the year ended
During
costs.
implicit
and
behalf of retirees (net of reinsurance) and net of retiree contributions
into
the calculation
be taken
June 30, 201 8, the Collaborative actu;lly contributed $72,561 to the PIan which will
deferred outflow
ofthe OPEB liability for the next measurement period. As a result, the $72,561 is included as a
on the statement ofnet position.
premiums after retirement'
Plan members contribute nothing while active, but 50% ofhealth

S
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NOTE O - OTHER POSTEMPLOYMENT BENEFTTS (Continued)
Investment Policy
The Collaborative has not established a formal investment policy.

Total O

bili

The Collaborative's total OPEB liability of $7,206,249 was measured as of July
an actuarial valuation as ofthat date.

l,

2017

,

and was determined by

Acluarial Assumptions and Other Inpuls
The total OPEB liability in the July

l,

2017 actuarial valuation was determined using the following actuarial

assumptions and other inputs, applied to all periods included in the measurement, unless otherwise specified.

Actuarial Cost Method:

Individual Entry Age Normal

Discount Rate:

3.25% per annum (previously 3.5%)

Healthcare trend rates:

Year
FY 2013
FY 2014
FY 2015
FY 2016
FY 2017
FY 20r8
FY 2019
FY 2020 +

Mcdical

Dental

6.0%
5.0%
s.0%
5.0%
5.0%
5.0%
5.0%

5.s%o

5.0%

5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%

General Infl ation Assumption:

2.750lo per annum

Annual Compensation Increases:

3.00% per annum

Pre-Retirement Mortal ity:

Represented by the RP-2000 Employees Mortality table
projected generationally with scale BB and a base year 2009
for males and females.

Post-Retirement Mortality

Represented by the RP-2000 Healthy Annuitant Mortality table
projected generationally with scale BB and a base year 2009

for males and females.
Disabled Mortality:

Represented by the RP-2000 Healthy Annuitant table projected
generationally with scale BB and a base year 2012 for males
and females.
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NOTE O - OTHER POSTEMPLOYMENT BENEFITS (Continued)
Total OPEB Liabilitv (Continued)
Actuorial Assumptions and Other Inputs (Continued)

A discount rate of 3.25% was applied in the measurement ofthe total OPEB liabilif. The discount rate is based
on the index rate for S&P 20-year, high grade municipal bonds. The discount rate changed from the prior
measurement date. The discount rate was 3.5% for the June 30. 2016 measurement date.

The mortalif assumptions reflect PERAC's recent experience analysis published in 2014 (based on the years
2006-2011), updated to reflect data through January 1, 2015 for post-retirement mortalit),, and professional
judgement. As such, mortality assumptions reflect observed current mortaliq/ as well as expected modaliff
improvements.
Changes in the Total OPEB LiabiliW
Changes in the total OPEB liability were as follows:

Total OPEB

Liabilitv

$

Balances at July l, 2016 GASB 45
Change in assumptions for GASB 75
Balances at July l,2016 GASB 75
Changes for the Year:
Seruice cost
Interest on total OPEB obtigation
Changes in benefit tems (recognized immediately)
Changes in assumptions (amortized over 7 years)
Differences between actual and expected experience
Benefit payments

569,144
232,985_

(163,46e)
(63,535 )
57

Net changes

OPEB Liabi litv to C

5.125

$-14!249

Balances at July 1, 2017

Sensitivi W ofthe T

6,294,41t
336 653
6,63t,124

in the Discount Rate

total
The following presents the total OPEB tiability of the Collaborative, as well as what the Collaborative's
1(2.25%)
or
lower
OpEB liability would be if it were calculated using a discount rate that is 1-percentage-point
percentage point higher (4.25%) than the current discount rate:

Decrcase

Current
Discorutt

to 2. 25%

Rate 3.25Yo

t%

Total OPEB liability
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NOTE O - OTHER POSTEMPLO\,I{ENT BENEFITS (Continued)
Sensitivitv of the Total OPIIB Liabiliw to Chanses in the Healthcare

t Trend Rates

The following presents the total OPEB liability of the Collaborative, as well as what the Collaborative's total
OPEB Iiability would be if it were calculated using healthcare cost trend rates that are I -percentage-point lower
(4.00%) or 1-percentage point higher (5.00%) than the curent healthcare cost trend rates:

t%

Current
Trend

Decrease

to 4.00yio

rotal OPEB

liability

1%

Inclease

to 6.00%

Rate 5.00o/o

$ 4j27Jt0 $_145249 S]!'€86@

OPEB Expense, Deferred Outflows ofResources and Deferred Inflows of Resources Related to OPEB
For the year ended June 30, 2018, the Collaborative recognized OPEB expense of $778,776. At June 30, 2018,
the Collaborative reported deferred outflows of resources and deferred inflows of resources related to OPEB
from the following sources:
Dcfe rred Outflorl's

Differences between expected and actual experience

Deferred [nflows

of Resources

of Resources
$

$

140,116

$-

$

140,11!

Changes ofassumptions or other inputs

Total

Amounts reporled as deferred outflows of resources and deferred inflows of resources
OPEB expense as follows:

Y

End i

will

be recognized in

June 30

$

20t9
2020
2021

(23,3s3 )
(23,353 )

(23,3s3)
(23,3s3)
(23,3s3)

2022

2023
Thereafter

(23.3s1 )

LgqLL6)

Net decrease in OPEB exPense
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NOTE

P-

CONCENTRATIONS

At

June 30,2018, approximately 43.9% of the Collaborative's employees work under collective bargaining
agreements. 59% of these employees are represented by unions whose existing agreements expired August 3 l,
2017' Negotiations are currently underway to negotiate a successor agreement. 41% of these employees are
represented by unions whose existing agreements will expire on June 30, 2021. The Collaborative's other
employees are not represented by a union.

NOl r, Q - zuSK I.'TNANCING
The Collaborative is exposed to various risks of loss related to torts; theft of, damage to and destruction ofassets;
errors and omissions; and natural disasters for which the Collaborative caries commercial insurance. Settlement
claims resulting flom these risks have not exceeded commercial insurance coverage in any ofthe past tkee years.
The Collaborative participates in premium-based health care plans for its employees and retirees

NOTE R - SUBSEQUENT EVENTS
On July 30, 2018, the Collaborative signed an additional noncancelable operating lease for future space for its
adult day program and administrative offices which is expected to cornmence in March 2019 and expire in
February 2034. The Collaborative also was issued by TD Bank a letter ofcredit in the amount of$167,087 to act
as a security deposit for this lease. The Collaborative amended its demand line of credit so that if the letter of
credit would need to be used, the amount would be removed from the demand line ofcredit.
The following is a revised schedule of future minimum rental payments required under all the operating leases:

Year Ending June 30.

$

2019
2020

794,270
1,237,497

202t

r,022,799

2022
2023

847,723

114,175
8. (50 0?)

Thereafter

Total minimum lease

payments

$4'76.

.3!O

Management has evaluated the impact of all other subsequent events on the Collaborative through November 13,
2018, the date the financial statements were available to be issued, and has determined that there were no other
subsequent events requiring adjustment or disclosure in the financial statements'

-

6t

-

REQUIRED SUPPLEMENTARY INFORMATION

SHORE EDUCATIONAL COLLABORATIVE

MASSACHUSETTS DEPAR'IMENT OF ELEMENTARY AND
SECONDARY EDUCATION (DESE) REQUIRED SUPPLEMENTARY INFORMATION
(Unaudited)

JLNE 30.

201 8

The following information is provided to conform with the requirements of the Massachusetts Session Law,
Chapter 43 of the Acts of 2012: An Act Relative to Improving Accountability and Oversight of Education
Collaboratives. This law was adopted in March of 2012 and constitutes a comprehensive amendment of
Massachusetts General Law, Chapter 40, Section 4E which establishes the requirements for the formation and
administration of educational collaboratives in Massachusetts.
The Nanes.

'lbtal Compensation

es. and

o the Five

Most Hiehlv Comoens ated Employees

The following were the five highest paid employees at the Collaborative during the year ended June 30, 2018:
Total
Employee
Jacki Clark
Robert Alconada
Stacey McDaniel
Eugene Lacava

Catherine MacNeil

Duties
Executive Director
Assistant Executive I)irector
Direclor of Adult Scrvices
Chief Information Offi cer
Educational Coordinator

Compensation
$
$

172,858
149,395

$114,430
$111,381
$ 107,025

Transactions Between the Collaborative and Anv Related For-Profit or Non-Profit Organization
The Collaborative does not have any related for-profit or non-profit organizations that qualifo under the statute as
related parties.
The Amounts Exoended on Services for lndividuals Ase 22 ard O lder
The amounts expended on services for individuals age 22 and older for the fiscal year ended June 30, 2018 were
$8,140,504.
The Amounts Expended on Admi nistration and Overhead

The amounts expended on administration and overhead for the fiscal year ended June 30, 2018

were

$s,232,03s.
Anv Accounts H eld bv the Collaborative that M av be Soent at the Dis cretion of Another Person or Entitv

At June 30, 2018, the Collaborative does not hold any accounts that may be spent at the discretion of another
person or entity.

See accompanying notes to Required Supplementary Information
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MASSACHUSETTS DEPARTMENT OF ELEMENTARY AND
SECONDARY EDUCATION (DESE) REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED)
(Unaudited)

JUNE 30.2018

Transactions or contracts Related to the Purchase. Sale. Rental or Lease of Real property

The Collaborative owns the building that holds its location in Chelsea. The purchase of this building was
financed through a bond from the Massachusetts Development Finance Agency. See Note N for more
information on this bond and Note J for details ofthe building cost.
The Collaborative leases space for its adult program in Wobum and Peabody as well as some classroom space
from its member communities through operating leases. See Note K for information on these operating leases.
The Collaborative's Capital Plan

During the fiscal year ended June 30, 2018, the Collaborative's capital plan included continued purchases of
technology for the student services and adult day programs and conversion of the library to a cafeteria. As of
June 30, 2018, the Collaborative had begun a project to renovate its Chelsea location. The Collaborative is
currently only in the study stages and is currently working with an architectural firm to draw up potential
plans for the renovations. The costs associated with this planning of $ 16,25 I as of June 30, 2018 are included
in capital assets but not being depreciated in the statement ofnet position. The Collaborative expects to spend
in the next few years approximately $1,500,000 to complete these renovations. The Collaborative is also
looking at leasing a new building to move one of its adult day program locations to as well as administrative
offices. The Collaborative signed a lease for this building after year end and will begin working on plans to
renovate it to the Collaborative's needs. The costs for this renovation are to be covered by the landlord ofthe
building.
The other capital projects that are planned for fiscal years 2019 through 2020 include the following:

of new classroom furniture and equipment at the Chelsea location for approximately
$50,000 and new office fumiture and equipment for approximately $50,000

- Purchase

-Improvements to the outside of the Chelsea property for approximately $35,000 and painting
ofthe interior ofthe Chelsea location in the Student Services area for approximately $50,000
-Replacement
$I

-

of five 8O-gallon water heaters at the Chelsea location for

5,000

Upgrade the interior lighting of the Peabody location for approximately $40,000

- Paint the interiors

ofthe Peabody and Wobum locations for approximately $60,000

- Renovate bathrooms in the Peabody
- Reseal and restripe the

-

approximately

location for approximately $40,000

parking lot at the woburn location for approximately $12,500

Replace carp€t in the administrative offices
approximately $30,000

at the Wobum location with tile for

See accompanying notes to Required Supplementary lnformation'
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SHORE EDUCATIONAL COLLABORATIVE

MASSACHUSETTS DEPARTMENT OF ELEMENTARY AND
SECONDARY EDUCATION (DESE) REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED)
(Unaudited)
JUNE 30, 20 I8

Cumulative Surplus Calculation - FY18
Pages in

Financial
Statements

(A)

Voted Cumulative Surplus as of 6130117 - restated

(B)

I Amount of (A) used to suppoft the FY I 8
2 Amount of (A) returned to member districts

Budget

$

9,091,16s

17

$(4,563,186)

(4,s63,186)

(C)

Unexpended

FYl8 General Funds
i.149.501

(D)

Cumulative Surplus as of 6130118

(E)

FY

(F)

FY I 8 Cumulative Surplus Percentage

L

5=677@

$ 23,543,025

l8 Total General Fund Expenditures

24.1%

Infotmation'
See accompanying notes to Required Supplementary
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SHORE EDUCATIONAL COLLABORATIVE
GENERAL FLIND
STATEMENI'OF RI]VENUES, EXPENDITURES AND C}IANGES IN T'UND BALANCDS .
BUDGET AND ACTUAL
(Unaudited)
FOR THE YEAR ENDED JT]NE 30.2018
Variance
Budgctcd Amounts

Original

Final

with Final
Budget-Positive
(Negative)

Aclual

Revenues:

Educational prograrn fees
Medicaid income

$

$

t2,093,496

$12,713,t52

7,155,718
225,000

6,212,233

I,19t,150

414,400
5,000

1,818,055
414,400
5,000

3;739,021

3,324,627
1,252

2t,11I,669

21,711,669

21,692,526

2,980,857

12,779,799

12,779,799

2,694,509

2,694,509

12,385,012
5,307,133

Q,612,624)

Payroll taxes
Advertising

698,476

698,416

8,000

8,000

680,525
264

Professional fees and contract services

883,000

883,000

9t0,252

Supplies
Telephone

346,250
95,750
16,500

346,250
95,150

226,839
't8,079

16,500
912,500

7,118

8,782

586,676

325,824

Medicaid municipal billing scrvices
Administrative overhead incomc

12.093,496
7,155,718

225,000
t,818,055

Other income
lnterest income

TOTAI, REVENUES

$

170,t2

619,656
(943,485)

(54,888)
(26,305)

Expenditures:
Current:
Salaries

Employec benefits

Postage

Rent

912,500
58,500

Stalftraining

394,787
17,951

7,736
(21,2s2)

I19,41I
17,671

(3,698)

58,500

62,198

5,250

5,250

3,504

t,7 46

Transportation
Printing and publications

89,000
25,000

46,913

42,081

Food
Repairs and maintenance

75,500

89,000
25,000
75,500

272,000
366,500
127,212

Rental ofequipment

22,897
158,176

2,103
(82,676)

272,000

175,841

96,159

366,500

267,t06

t27,212

85,536

20,500

20,500

20,658

99,394
4t,616
(158)
(51,462)

7t,500
r,8r3,055

71,500
1,813.055

Uiilities
Insurance
Client rccreation

51,462

Bad debt
Miscellaneous

Administrative overhead charges

21,358,801

Total cunent expendifu res

21,358,801

a) q)1

28,5',13

t,191 750

2t 305

22,911,466

(1,552,665)

Debt service

(244,36t)

244,361

Principal
271,500

271,500

305,562

(28,00?)

211.500

)?? 500

549,923

(272,423)

60,000

60,000

81,636

(2tt,63!,

TOTALEXPENDITURES 2I,696,30I

21,696 30t

23,543,025

(\$t!129

I,149,50

1,134,133

Interest

Total debt scrvice
Capital outlay

BALANCES I5,368
5,434,340
as previously reported

NET CHANGE IN FUND
Fund balances - beginning,

Cumulative effect ofchange in accounting principle
implementation of CASB 75
Fund balances - beginning, as

FUND BALANCES.

ENDING

t

5,434'340

5,434,340

656,825

3,656,825

3,656,825

9,091,165

9,091,165

9,091,165

!__9''06'5X

!]-q?4i!q

'

restatcd

I5,368

! IJ!!I]]

Sce accomPanying notes to Required Supplementary lnformation
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$

1,134,133

SHORE EDUCATIONAL COLLABORATIVE

SCHEDULE OF CHANGES IN TTIE COLLABORATIVE'S TOTAL
OPEB LIABILITY AND RELATED RATIOS
RETIREE I{EALTH INSURANCE PLAN
(Unaudited)
JUNE 30, 2018
201 8

Total OPf,B Liabilitv

$

Service cost
lnterest on total OPEB obligation
Changes in benefit terms
Changes in assumptions
Differences between actual and expected experience
Benefit payrnents

(\63,469)
63.535 )

Nct chanse in total OPLB liabilitr

575,t25

s

Total OPEB liability - beginning (GASB a5)
Change in assumptions for GASB 75
Total OPEB liability - beginning (GASB 75)
Total OPEB

liability

569,144
232,985

6,294,47 |

336,653
6,63 | .t24

L_1AL24e

ending

$

Covered payroll

Total OPEB liability as a % of covered payroll

l r ,814,889
60.99Y"

Notes to Schedule:

Also,

see Note O to the

financial statements

Measurement Date
The amounts presented in this schedule were determined as ofJuly

l, 2017

Schedule Presentation

This schedule is intended to present information for l0 years. Until a l0-year trend is compiled, information is
presented for the year for which information is available.

See accompanying notes to Required Supplementary lnformation.
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SHORE EDUCATIONAL COLLABORATIVE
SCTIEDULE OF COLLABORATTVE'S PROPORTIONATE SHARE OF
THE NET PENSION LIABILITY

MASSACHUSETTS TEACTIERS' RETIREMENT SYSTEM
(Unaudited)
LAST FOUR FISCAL YEARS

Collaborative's proportion ofthe net pension liability

Collaborative's propoftionate share ofthe net pension liability

Collaborative's covoled-cmployee payroll

Collaborative's proportionate share ofthe net pension
liability as a percentage of its covered-employee payroll

Plan fiduciary net position as a percentage
total pension liability

June
June
June
June

30,2014

0.052358%
0.057397%
0.055651%

30, 2015

30,2016
30,2017

June 10,2014
June i0. 2015
June 30, 2016
June 30,2017

0.06t102%
$8,323,077

$11,760,499
$12,442,400
$

13,983,324

June
June
June
June

30, 2014

June
June
June
June

30,2014

June
June
June
June

30,2014
30,2015

6t.64%

30, 2016
30, 2017

52.73Yo

30,2015
30,2016
30,2017

30, 2015

30,2016
30, 2017

93,292,090
$3,730,046
$3,'140,937
$4,3 10,63

l

252.82%
315.34%

332.60%
324.39%

of
s5.38v:o

54.25%

Notes to Schedule:

Also,

see Note

L to the financial statements.

Measurement Date
The amounts presented in this schedule were determined as ofJune 30,2017,2016,2015, and2014.
Schedule Presentation

This schedule is intended to present information for l0 years. Until a lO-year trend is compiled, information is
presented for those years for which information is available.

See accompanying notes to Required Supplementary lnformation.
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SHORE EDUCATIONAL COLLABORATTVE
SCHEDULE OF COLLABORATIVE'S CONTRIBUTIONS
MASSAC}ruSETTS TEACHERS' RETIREMENT SYSTEM
(Unaudited)

LAST FOUR FISCAL YEARS
Fiscal 2014
Contractually required contribution
Contributions in relation to the contractually required contribution

$

Contribution deficiency (excess)

$

Collaborative's covered-employee payroll
Contributions as a percentage of covered-employee payroll

$

3,292,090
0.00%

Fiscal 2015
Contractually required contribution
Contributions in relation to the contractually required contribution

$

Contribution defi ciency (excess)

S

Collaborative's covered-employee payroll
Contributions as a percentage of covered-employee payroll

$

3,730,046
0.00%

Fiscal 2016
Contractually required contribution
Contributions in relation to the contraclually required conlribution

$

Contribution defi ciency (excess)

$

Collaborative's covered-employee payroll
Contributions as a percentage of covered-employee payroll

s

3,740,937
0.00%

Fiscal 2017
Contractually required contribution
Contributions in relation to the contractually required contribution

$_-

Contribution defi ciency (excess)
Collaborative's covered-employee payroll
Contributions as a percentage of covered-employee payroll
Notes to Schedule:

Also,

see Note L

$

to the financial statements.

See accompanying notes to Required Supplementary Information'
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$

__

4,310,631

0.00%

SHORE EDUCATIONAL COLLABORATTVE
SCHEDULE OF COLLABORATIVE'S CONTRIBUTIONS
MASSACHUSETTS TEACHERS' RETIREMENT SYSTEM (CONTINUED)
(Unaudited)

LAST FOUR FISCAL YEARS

Notes to Schedule (Continued):

Measurement Date
The amounts presented in this schedule were determined as ofJune 30, 2017,2016,2015, and2014.
Schedule Presentation

This schedule is intended to present information for l0 years. Until a l0-year trend is compiled, information is
presented for those years for which information is available.
Contributions

No contribution is required for MTRS. The Commonwealth of Massachusetts as a nonemployer is legally
responsible for the entire past service cost related to the Collaborative and therefore has a 100% special funding
situation.

See accompanying notes to Required Supplementary Information.

-69-

SHORE EDUCATIONAL COLLABORATIVE

SCHEDULE OF COLLABORATIVE'S PROPORTIONATE SHARE OF
THE NET PENSION LIABILITY
MASSACHUSETTS STATE EMPLOYEES' RETIREMENT SYSTEM
(Unaudited)

LAST FOUR FISCAL YEARS

Collaborative's proportion ofthe net pension liability

Collaborative's proportionate share ofthe net p€nsion liability

Collaborative's covered-employee payroll

Collaborative's proportionate share ofthe net pension
liability as a percentage of its covered-employee payroll

Plan fiduciary net position as a percentage

30, 2014
30, 2015
10. 2016

0.1.2582Yo

30,2017

0.t2422%

June
June
June
June

30, 20'14
30, 2015

$9,341,091

$15,066,520

30.2016

$17,604,901

30, 201 7

$15,931,468

June
June
June
June

30,2014
30,2015
30,2016
30,2017

$6,665,551

June
June
June
June

30,2014
30,2015
30,2016
30,2017

209.t4%
247.56%
224.60%

June
June
June
June

30,2014

76.32%

30, 2015

61.87%

June
June
June
June

0.13236%
0.1.2767%

s7,203,966
$7,1I1,381
$7,093,1

l6

140.14%

of

total pension liability

30,2016

63.48%

30, 2017

67 .210

Notes to Schedule:

Also,

sec

Note L to the financial statcments.

Measurement Datc
The amounts presented in this schedule were determined as ofJune 30,2011,2016,2015, and2014
Schedule Presentation

This schedule is intended to present information for l0 years. Until a l0-year trend is compiled, information is
presented for those years for which information is available.

See accompanying notes to Required Supplementary lnformation
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SHORE EDUCATIONAL COLLABORATIVE

SCHEDULE OF COLLABORATIVE'S CONTRIBUTIONS
MASSACHUSETTS STATE EMPLOYEES' RETIREMENT SYSTEM
(Unaudited)

LAST FOUR FISCAL YEARS
Fiscal2014
Contractually required contribution
Contributions in relation to the contractually required contribution

g

377,419
377

4t9

Contribution defi ciency (excess)
Collaborative's covercd-cmploycc payroll
Contributions as a pcrccntagc of covered-employee payroll

$

6,665,551
5.66vo

Fiscal 2015
Contractually requircd contribution
Contributions in relation to the contractually required contribution

$

402,050
402.050

Contribution defi ciency (excess)
Collaborative's covered-employee payoll
Contributions as a percentage of covered-employee payroll

$

7,203,966
5.58Yo

Fiscal20l6
Contractually required contribution
Contributions in relation to the contractually required contribution

$

400,266
400.266

$__

Contribution defi ciency (excess)
Collaborative's covered-employee payroll
Contributions as a percentage of covered-employee payroll

s

7,1I1,381
5.63%

Fiscal 2017
Contractually required contribution
Contributions in relation to the contractually required contribution

Collaborative's covered-employee payroll
Contributions as a percentage of covered-employee palroll

Notes to Schedule:
see Note

398,493

393493

L__

Contribution deficiency (excess)

Also,

$

L to the financial statements

lnformation'
See accompanying notes to Required Supplementary
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$

7,093,116
5.62%

SHORE EDUCATIONAL COLLABORATIVE

SCIIEDULE OF COLLABORATTVE'S CONTRIBUTIONS
MASSACHUSETTS STATE EMPLOYEES' RETIREMENT SYSTEM (CONTINUED)
(Unaudited)
LAST FOUR FISCAL YEARS
Notes to Schedule (Continued):
Measurement Date
The amounts presented in this schedule were determined as ofJune 30, 2017,2016,2015, and 2014
Schedule Presentation

This schedule is intended to present information for 10 years. Until a l0-year trend is compiled, information is
presented for those years for which information is available.
Contributions

The Collaborative is required to pay an annual appropriation as established by the Public Employees'
Retirement Commission for MSERS.

See accompanying notes to Required Supplementary Information'
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SHORE EDUCATIONAL COLLABORATIVE

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
(Unaudited)
JUNE 30,20I8

NOTE

A.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A.

Budgetaryinformation

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States of America for all govemmental funds. The budget is amended by the Board of Directors. All
annual appropriations lapse at fiscal year end.

All divisions submit requests for budgets to the Assistant Executive Director so that a budget may be
prepared. The budget is prepared by fund, function, and program type, and includes information on the prior and
current year budgets. The proposed budget is submitted to the Board of Directors for approval each year. The
legal level of budgetary control (i.e., the level at which expenditures may not legally exceed appropriations) is
the program level.

B.

[xccss ofexpcnditurcs over appropriations

For the year ended June 30,2018, budgeted appropriations exceeded budgeted expenditures by
$15,368. Forthe year ended June 30,2018, actual revenues exceeded actual expenditures by $ 1,149,501. Thus,
the actual net change in fund balances exceeded the budgeted net change in fund balances by $ 1,598,016.

C.

Reconciliation ofnet change in fund balances - general fund to net change in fund balances -

budgetary basis:
Net change in fund balances - general fund
Debt service difference
Capital outlay difference

$

1,149,501
272,423

2t,636
(2,980,8s7)

Revenue excess

552 665

Cunent expenditures excess
Net change in fund balances - budgetary basis

Lj.368

NOTEB-PENSIONPLAN

A.

Changes ofBenefit Terms

The Massachusetts Teachers' Retirement System (MTRS) and the Massachusetts State Employees'
Retirement System (MSERS) had no changes in benefit terms since the previous valuation.

B.

Changes in Assumptions

The MTRS and MSERS had no changes in assumptions since the previous valuation'
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SHORE EDUCATIONAL COLLABORATTVE
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED)
(Unaudited)
JUNE 30, 2OI8

NOTE

C.

OPEB PLAN

A.

Changes of Benefit Terms

The Retiree Health Insurance Plan had no changes in benefit terms since the previous valuation.

B.

Changes in Assumptions

The Retiree Health Insurance PIan had no changes in assumptions since the previous valuation.

C.

PIan Assets

No assets are accumulated in a trust that meets all of the following criteria of GASB No.

75,

paragraph 4, to pay benefits:

-

-

Contributions fiom the employer and any nonemployer contributing entities, and eamings
thereon, must be inevocable.
Plan assets must be dedicated to providing OPEB to Plan members in accordance with the
benefit terms.
Plan assets must be legally protected from the creditors of the employer, nonemployer
contributing entities, the Plan administrator, and Plan members.
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INDEPENDENT AUD
RS' REPORT O INTERNAL CO NTROL OVER FINANCIAL REPORTINC
AND ON COMPL IANCE AND O THER MATTERS BASED ON AN AUDIT OF F INANCIAL
STATE MENTS PERFORM D IN ACCORDAN CE WITH
GOVERNMENT AUDITING STA NDARDS

To the Board of Directors
Shore Educational Collaborative
Chelsea, Massachusetts

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the govemmental activities, the aggegate

discretely presented component unit, and the major fund of Shore Educational Collaborative (the
"Collaborative") as ofand for the year ended June 30, 2018, and the related notes to the financial statements,
which collectively comprise the Collaborative's basic financial statements, and have issued our report thereon
dated November 13, 201 8.

Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Collaborative's intemal
control over financial reporting (intemal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Collaborative's internal control. Accordingly, we do not
express an opinion on the effectiveness ofthe Collaborative's intemal control.
A deficiency in inlernal control exists when lhe design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely basis. A signiJicant deficiency is a
deficiency, or a combination of deficiencies, in intemal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with govemance.

Our consideration of intemal control was for the limited purpose described in the first paragraph of this section
and was not designed to identif, all deficiencies in intemal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identif, any deficiencies in intemal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Collaborative's financial statements are free from
material misstatement, we performed tests of its compliance with cefiain provisions of laws, regulations,
contracts, and grant agrcements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective ofour audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed an instance of noncompliance that is required to be reported under Governmenl Auditing
Standards and which is described in the accompanying schedule offinding and response as Item 2018-001.
Collaborative's Response to Finding
The Collaborative's response to the finding identified in our audit is described in the accompanying schedule of
finding and response. The Collaborative's response was not subjected to the auditing procedures applied in the
audit ofthe financial statements and, accordingly, we express no opinion on it.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of intemal control and compliance and the
results ofthat testing, and not to provide an opinion on the effectiveness ofthe Collaborative's intemal control or
on compliance. This report is an integral part of an audit performed in accordance with Governmenl Auditing
Standards in considering the Collaborative's intemal control and compliance. Accordingly, this communication
is not suitable for any other purpose.

Wellesley, Massachusetts

November 13, 2018
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SHORE EDUCATIONAL COLLABORATIVE
SCHEDULE OF FINDING AND RESPONSE

FORTHE YEAR EN'DED JUNE 30,20I8

Findine 2018-001 - Board of Directors' Meetings

Criteria:

According to Massachusetts Session Law, Chapter 43 ofthe Acts of20l2: An Act Relative to
Improving Accountability and Oversight of Education Collaboratives, each collaborative board shall meet not

fewer than six times annually.

Condition:

In our testing of compliance with the above law, we noted that during the year ended June 30,
2018, the Board ofDirectors ofthe Collaborative only met five times.

Cause:

Additional board meetings had been scheduled during the year but a quorum was not able to be
obtained for the additional board meetings that had been scheduled.

Effect:

The Collaborative did not meet the guidelines set forth in Massachusetts Session Law, Chapter
43, relative to the frequency of Board of Directors' meetings. Although the Commissioner of Elementary and
Secondary Education may sanction a collaborative that engages in practices that impede the viability of
programmatic quality or significant malfeasance, it is unlikely that missing one board meeting would meet
these criteria. Since the Collaborative is mandaled to adhere to all pertinent laws and regulations, it is
incumbent on the Board of Directors to meet six times a year to be fully compliant with the Law.

Recommendation:

In the future, more than six board meetings should be scheduled each year to make sure
that at least six meetings are held. ln addition, if a meeting needs to be cancelled because a quorum is not
present, it should be rescheduled to a later date and notjust cancelled.

Views of Responsible Officials and Corrective Action Plans: We a$ee with the Auditors' recommendation.
We will schedule more than six meetings during a fiscal year and we will make sure that all meetings have a
quorum. Ifa quorum is not obtained, then the meeting will be rescheduled instead ofcancelled.
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