Regular Board of Education Meeting
January 11, 2021 6:00 PM
Robert J. Smallridge School Administration Building

L. Call to Order
II. Pledge of Allegiance
III. Approval of Agenda
IV. Special Reports/Presentations
A. Recognition of ORHS Football Team
B. Good News
V. Public Forum
VI. Consent Agenda
A. Board Minutes: 11-23-20
VII. Items for Action
A.FY'20 Audit
B. Renaming of the Oak Ridge Preschool Building and Areas Within
Building
C. FY21 Budget Transfer #2 - Second Reading
D. FY21 Budget Transfer #3 - First Reading
E. Purchase of AOR Laptops
F. Purchase of Teacher Laptops
G. Board Policy 1.901 Charter School Applications - First Reading

H. Board Policy 4.400 Textbooks and Instructional Materials - First
Reading
I. Board Policy 4.605 Graduation Requirements - First Reading

J. Board Policy 5.302 Sick Leave - First Reading

K. Board Policy 5.303 Personal and Professional Leave - First Reading
L. Board Policy 5.3051 FFCRA Leave - First Reading

M. Board Policy 5.3051 FFCRA Leave - Second Reading

N. Board Policy 6.303 Interrogations and Searches - First Reading

O. Board Policy 6.402 Physical Examinations and Immunizations -
First Reading
P. Board Policy 6.405 Medicines - First Reading

Q. Board Policy 6.500 Special Education Students - First Reading
VIIL. Items for Information
A. Financial Report
B. Attendance and Enrollment Reports
IX. Items for Discussion
A. Superintendent Evaluation
X. Old Business
XI. New Business
XII. Communications
XIII. Adjournment



Oak Ridge Schools | o
Telephone (865)425-9004

Business Office Fax: (865)425-9060

Memorandum

To: Dr. Bruce Borchers, Superintendent

From: Pat Smith, Finance Director@‘gf

Date: January 5, 2021

RE: Recommendation of Acceptance and Approval of FY’20 Audit

| recommend acceptance and approval of the FY’20 District Audit
prepared by Brown, Jake, and McDaniel, PC including the CAFR (Consolidated
Annual Financial Reports) for the District. The results of the audit examination
continue to reflect an overall commitment by staff to the fiscal management,
internal control procedures and oversight, and observance of Board policies and
procedures.

Mr. Terry Moats, CPA, CGFM.CGMA a Partner with Brown, Jake and
McDaniel, P.C. will be at the Board of Education meeting to provide a brief
overview of the audit results and respond to any questions.

Please let me know if you have questions or need additional
information.

P. O. Box 6588,  Oak Ridge, TN 37831-6588
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Independent Auditor's Report

Board of Education
Oak Ridge Schools
Oak Ridge, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component unit, each major fund, the aggregate remaining fund information, and the
budgetary comparison statements of the General Purpose School Fund and School Federal Projects Fund of
the Oak Ridge Schools (the “Schools”), Oak Ridge, Tennessee, a special revenue fund of the City of Oak
Ridge, Tennessee, as of and for the year ended June 30, 2020, and the related notes to the financial
statements, which collectively comprise the Schools’ basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the Oak Ridge Public Schools Education Foundation, Inc. (the “Foundation”), a
discretely presented component unit, which represents $4,873,289, $4,873,289 and $381,454, respectively,
of the assets, net position, and revenues (losses) of the discretely presented component unit. Those
statements were audited by other auditors whose report has been furnished to us, and our opinion, in so far
as it relates to the amounts included for the Foundation, is based solely on the report of other auditors. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

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



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

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
aggregate discretely presented component units, each major fund, the aggregate remaining fund information
and the respective budgetary comparison statements of the General Purpose School Fund and the School
Federal Projects Fund of the Oak Ridge Schools, Oak Ridge, Tennessee, as of June 30, 2020, and the
respective changes in financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements of the Schools are intended to present the financial position,
and the changes in financial position of only that portion of the governmental activities, discretely presented
component units, each major fund, the aggregate remaining fund information of the City of Oak Ridge,
Tennessee that is attributable to the transactions of the Schools. They do not purport to, and do not, present
fairly the financial position of the City of Oak Ridge, Tennessee as of June 30, 2020, the changes in its
financial position, or, where applicable, its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America. Our opinion is not modified with respect to this
matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 10 through 19 and the required supplementary information on pages 93
through 102 be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. We and other auditors have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries-of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express 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 Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Schools’ basic financial statements. The introductory section, the other supplementary
information, and the statistical section are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The schedule of expenditures of federal and state awards and
the schedule of noncash federal awards are presented for the purposes of additional analysis as required by
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and are also not required parts of the basic financial
statements.

The combining and individual nonmajor fund financial statements, the schedule of expenditures of federal and
state awards, the schedule of noncash federal awards, and the other supplementary information are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the



auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, based on our audit and the report of other auditors, the combining and individual
nonmajor fund financial statements, the schedule of expenditures of federal and state awards, the schedule of
noncash federal awards, and the other supplementary information are fairly stated in all material respects in
relation to the basic financial statements as a whole.

The introductory section and the statistical section have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 9, 2020,
on our consideration of the Schools’ internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is solely to describe the scope of the testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the School’s
internal control over financial reporting or on compliance. In accordance with the Uniform Guidance, we have
also issued our report dated December 9, 2020 on our consideration of the Schools’ internal control over
major programs and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. These reports are an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Schools’ internal control over financial reporting and
compliance.

BMJJ-@ « M LDNL;Q//: P[

Knoxville, Tennessee
December 9, 2020



OAK RIDGE SCHOOLS
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

As management of Oak Ridge Schools (the "Schools"), we offer readers of the Schools' financials
statements this narrative overview and analysis of the financial activities of the Schools for the
fiscal year ended June 30, 2020.

Management's Discussion and Analysis ("MD&A") focuses on current year activities and resulting
changes. Please consider the information presented here in conjunction with our Letter of
Transmittal (beginning page 1) and the Schools' accompanying financial statements (beginning
page 20).

INDEPENDENT AUDIT

The unqualified opinion of our independent external auditors, Brown, Jake and McDaniel, P.C., is
included in this report on pages 7 through 9.

FINANCIAL HIGHLIGHTS

Highlights of the financial statements for the year ended June 30, 2020, for Oak Ridge Schools
are as follows:

¢ Net Position. Total governmental assets and deferred outflows of resources at year-
end were $106.2 million and were less than liabilities and deferred inflows of resources
by $(1.0) million. Of the total net position, the Schools had a deficit balance of $(8.0)
million in unrestricted net position. Net position increased from fiscal year ("FY") 2019
to FY 2020 by $4,688,724.

e Fund Balances. At year end, the Schools' governmental funds reported combined
ending fund balances of $14.8 million, of which $10.1 million is available for spending
at the Schools' discretion (unrestricted fund balance).

e General Purpose School Fund - Fund Balance. During the current year, total fund
balance for the General Purpose School Fund increased by $715,326 to $13.7 million
or 19.9% of current year expenditures. During the current year, unrestricted fund
balance for the General Purpose School Fund increased by $1,498,225 to $10.0 million
or 14.5% of current year expenditures.

e Governmental-type Revenues and Expenses. Governmental-type revenues were
$70.8 million for FY 2020 and $69.5 million for FY 2019. Governmental-type expenses
for FY 2020 were $66.1 million which includes depreciation expense of $3.5 million.

o Capital Assets. Net capital assets increased by $1.9 million during FY 2020, which
was due mainly to building improvements and numerous equipment purchases.

SUMMARY OF ORGANIZATION
Oak Ridge Schools were established by the City of Oak Ridge, Tennessee (the City) under the

provisions of the City's Charter, Article VI, Section 1-18. The City of Oak Ridge is located in
Anderson and Roane Counties. The Schools began operations on June 16, 1959.

10



OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Prior to this date, the Schools were operated by the U.S. Atomic Energy Commission, from 1943
through June 15, 1959. The Schools are governed by a Board of Education (the "Board")
composed of five citizens who live within the City. Board members serve for a term of four years
and are elected by citizens via a city-wide vote. The Board hires a School Superintendent who
manages the Schools.

The Schools operate seven schools which consist of four elementary, two middle, and one high
school. All of the Schools are accredited by the Southern Association of Colleges and Schools
(SACS). In addition, the Schools operate a system-wide preschool program and an elementary
extended childcare program.

The Schools receive annual funding from the City of Oak Ridge and a pro-rata share of property
taxes and local option sales taxes from Anderson and Roane counties based upon weighted
average daily attendance. The Oak Ridge City Council annually approves the Schools'
appropriations for its five governmental funds.

OVERVIEW OF THE ANNUAL FINANCIAL STATEMENTS

Management's Discussion and Analysis serves as an introduction to the basic financial
statements and supplementary information. The MD&A represents management's examination
and analysis of the Schools' financial condition and performance. Summary financial statement
data, key financial and operational indicators used in the Schools' budget and other management
tools were used for this analysis.

The Schools' basic financial statements comprise five main components: (1) departmental-wide
financial statements, (2) fund financial statements, (3) notes to the financial statements,
(4) required supplementary information, and (5) supplementary section.

Departmental-Wide Financial Statements. The Schools operate under the City Charter and
are considered a department of the City; therefore, these financial statements are "blended"
within the City's financial statements. The departmental-wide financial statements are designed
to provide readers with a broad overview of the Schools' finances, in a manner similar to a
private-sector business.

The statement of net position presents information on all of the assets, liabilities and deferred
outflows /inflows of the Schools, 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 Schools is improving or deteriorating.

The statement of activities presents information showing how the net position of the Schools
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows; thus, some revenues and expenses are reported in this statement for items that will only
result in cash flows in future fiscal periods (e.g., long-term liabilities).

The departmental-wide financial statements include not only the Board of Education itself (known
as the primary department), but also a legally separate component unit, the Oak Ridge Public
Schools Education Foundation, Inc. (the "Foundation"), which provides financial support to the

11
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Schools. Financial information for the Foundation is reported separately from the financial
information for the primary department.

The departmental-wide financial statements can be found on pages 20 through 22 of this report.

Fund Financial Statements. A fund is a group of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
Schools, like other local governments, use fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the Schools can be
divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the departmental-wide financial statements.
However, unlike the departmental-wide financial statements, governmental 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 evaluating the government's near-term financing requirements.

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

The Schools maintain five individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Purpose Schools Fund and School
Federal Projects Fund, each of which are considered to be major funds. The Schools' three non-
major funds are the Other Education Special Revenue Fund, the Extended School Program
Fund, and Central Cafeteria Fund. '

The basic governmental fund financial statements, and reconciliations to the government-wide
financial statements can be found on pages 23 through 26 of this report.

Budget to Actual Comparison - Major Funds. The Schools adopt an annual appropriated
budget for all governmental funds. A budgetary comparison statement has been provided for the
General Purpose School Fund and the School Federal Projects Fund (major funds) to
demonstrate compliance with this budget. Budget to actual comparison for the major funds can
be found on pages 27 through 28 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the governmental entity. Fiduciary funds are not reflected in the departmental-
wide financial statement because the Schools cannot use these funds to finance its operations.

12



OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

The Schools use a private purpose trust fund to account for the college scholarships which are
awarded to graduating seniors on an annual basis. The Schools also have included the Oak
Ridge Schools Internal School Funds as an agency fund. The basic fiduciary fund financial
statements can be found on pages 29 and 30 of this report.

Notes to the Financial Statements: The notes provide additional information that is essential for
a full understanding of the data provided in the departmental-wide and fund financial statements.
The notes to the financial statements can be found on pages 31 through 92 of this report.

Required Supplementary Information (RSI): This information provides various schedules
related to the Tennessee Consolidated Retirement System ("TCRS") plans for the Schools'
personnel. Also included are schedules related to the TGOP OPEB Plan and the TNP OPEB
Plan for retirees which can be found on pages 101 and 102 of this report.

Supplementary Section: This information provides comparative financial statements for
individual funds, schedules of expenditures of federal and state awards and noncash federal
awards. The supplementary information can be found on pages 103 through 130 of this report.

DEPARTMENTAL-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government's
financial position. At June 30, 2020 and 2019, the Schools' governmental-type assets and
deferred outflows of resources were less than liabilities and deferred inflows by ($1.0) million and
($5.7) million, respectively.

Table 1
Net Position

Increase Percentage
2020 2019 (Decrease) Change
Assets
Current and Other Assets $ 28,049,367 $ 21,770,067 $ 6,279,300 28.84%
Capital Assets 71,500,934 69,569,196 1,931,738 2.78%
Total Assets $ 99,550,301 $ 91,339,263 $ 8,211,038 8.99%
Deferred Outflows of Resources 3$ 6,692,724 $ 6,567,002 3 125,722 1.91%
Liabilities
Current Liabilities $ 9,450,939 $ 9,266,051 $ 184,888 2.00%
Noncurrent Liabilities 79,313,023 81,451,937 (2,138,914) -2.63%
Total Liabilities $ 88,763,962 $ 90,717,988 $ (1,954,026) -2.15%
Deferred Inflows of Resources $ 18,507,874 $ 12,905,812 $ 5,602,062 43.41%
Net Position
Net Investment in Capital Assets $ (6,865,976) $ (4,268,288) $ (2,597,688) 60.86%
Restricted 13,797,680 4,633,912 9,163,768 197.75%
Unrestricted (7,960,515) (6,083,159) (1,877,356) 30.86%

Total Net Position $  (1,028,811) $ (5,717,535) $ 4,688,724 -82.01%

13



OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

By far the largest portion of the Schools' net position reflects its net investment in capital assets
(e.g., land, buildings, machinery, and equipment), less any related debt used to acquire those
assets that is still outstanding. The Schools use these capital assets to provide services to
students; consequently, these assets are not available for future spending. Although the Schools'
investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from the City, since the capital assets
themselves cannot be used to liquidate these liabilities.

The unrestricted net position may be used to meet the Schools' obligations to students,
employees, and creditors as well as help fund next year's budget.

The Schools' governmental change in net position increased by $4,688,724 and $6,260,916,
during FY 2020 and FY 2019, respectively.

Table 2
Statement of Revenues, Expenses and Change in Net Position

Increase Percentage
2020 2019 (Decrease) Change
Revenues
Program Revenues:
Charges for Services $ 635,899 $ 872,752 $  (236,853) -27.14%
Operating Grants and Contributions 28,938,320 28,583,656 354,664 1.24%
General Revenues:
Property Taxes 11,445,587 10,592,827 852,760 8.05%
Other Local Taxes 7,094,865 5,879,734 1,215,131 20.67%
Investment Income 136,533 183,638 (47,105) -25.65%
Investment Income (Loss) - Change in Fair
Value of Derivative Interest Rate Swaps (2,265,857) (1,479,459) (786,398) 53.15%
Pension income - 654,313 (654,313) -100.00%
Contributions 110,456 104,927 5,529 5.27%
Miscellaneous 380,465 519,818 (139,353) -26.81%
Transfers from the City's General Fund 24,350,126 23,552,605 797,521 3.39%
Total Revenues 70,826,394 69,464,811 1,361,583 1.96%
Program Expenses
Instructional 37,165,827 34,986,630 2,179,197 6.23%
Support Services 20,757,959 20,828,817 (70,858) -0.34%
Non-Instructional 4,668,489 4,416,946 251,543 5.69%
Interest on Long-Term Debt 3,545,395 2,971,502 573,893 19.31%
Total Expenses 66,137,670 63,203,895 2,933,775 4.64%
Change in Net Position 4,688,724 6,260,916 (1,572,192) -25.11%
Beginning Net Position (5,717,535) (11,978,451) 6,260,916 -52.27%
Ending Net Position $ (1,028811) $ (5,717,535) $ 4,688,724 -82.01%

The change in net position in FY 2020 was comparable to the prior year.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Revenues. The Tennessee Education Improvement Act ("EIA") of 1992 established the
Tennessee Basic Education Program ("BEP") as the funding formula for kindergarten through
grade twelve education in Tennessee. The components of the formula are grouped into two
categories for determining the state and local share of formula funding in each school system:
classroom and non-classroom. The EIA requires the state to pay 75% of the statewide cost of
the classroom components and 50% of the statewide cost of the non-classroom components.

The split within the BEP formula between funding for classroom and non-classroom components
has remained fairly constant at the statewide and at the system level, with classroom components
making up about 70% of the total. The split between classroom and non-classroom categories in
actual local spending varies from that in the BEP formula for several reasons. For example, the
BEP formula does not include the cost of local salary supplements. As a result, the actual
percent of funds spent in the classroom category may be greater than the percentage of the BEP
formula that falls into the classroom category. The Schools' BEP revenues during FY 2020 and
FY 2019 were $22,869,340 and $22,210,310, respectively, representing a 3.0% increase.

Local taxes which consist of Anderson County and Roane County property taxes and local option
sales taxes were $18,540,452 in FY 2020 and $16,472,561 in FY 2019, for a 12.6% increase.

Expenses. Annual cash payments from the City's General Fund were $15,493,963 for FY 2020
and $15,493,963 for FY 2019, resulting in a 0.0% increase.

Annual payments from the City's Debt Service Fund were $7,172,611 during FY 2020 and
$6,979,877 during FY 2019 for principal and interest payments related to City issued school debt
for a 2.8% increase.

The city also issued school debt totaling $16,245,110 and used those funds and existing cash
from other bond issues to refund existing debt of $13,802,452 and for capital improvements
totaling $4,854,012 during FY20.

Instructional expenses represent the largest category for FY 2020 and FY 2019 with expenses of
$37,165,827 and $34,986,630, respectively, which is 56% and 55% of total expenses in FY 2020
and FY 2019, respectively.

FINANCIAL ANALYSIS OF THE SCHOOLS' FUNDS

As noted earlier, the Schools use fund accounting to ensure and demonstrate compliance with
finance and related legal requirements.

Governmental Funds. The focus of the Schools' governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful
in assessing the Schools' financing requirements. In particular, unassigned fund balance may
serve as a useful measure of the Schools' net resources available for spending at the end of the
fiscal year.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

As of June 30, 2020, the Schools' governmental funds reported a combined fund balance of
$14,754,888, an increase of $852,451 from the previous year. The unassigned fund balance of
$9,460,112 is 64% of the combined fund balances. The unassigned fund balance is available for
spending at the Schools' discretion. Pursuant to GASB Statement No. 54, the remainder of the
fund balance is classified as nonspendable - $70,338, restricted for a specific purpose per
enabling legislation (Career Ladder/Extended Contract and Support Services/Non-instructional) -
$932,244, restricted bond proceeds - $3,458,913, restricted Stabilization Reserve Trust -
$236,771 and unspent for a specific purpose per action by the Board of Education - $596,510.

Table 3
Balance Sheets - Governmental Funds

2020 2019

Total Assets $ 19,179,470 $ 18,450,678
Total Liabilities and Deferred Inflows of Resources $ 4,424,582 $ 4,548,241
Fund Balances:

Nonspendable 70,338 115,733

Restricted 4,627,928 5,215,505

Committed 596,510 827,868

Unassigned 9,460,112 7,743,331
Total Fund Balances 14,754,888 13,902,437
Total Liabilities, Deferred Inflows of Resources

and Fund Balances $ 19,179,470 $ 18,450,678

Table 4
Statements of Revenues, Expenditures and Changes
in Fund Balance - Governmental Funds

2020 2019
Revenues
Local Taxes $ 18,540,452 $ 16,472,561
Charges for Services 909,659 1,161,953
Other Local Sources 349,569 446,670
State of Tennessee - BEP 22,869,340 22,210,310
State of Tennessee - Other 980,518 1,051,170
Federal Government 5,483,217 5,326,296
Other Local Sources - 68,395
Total Revenues 49,132,755 46,737,355
Expenditures
Instructional 34,470,126 33,532,008
Support Services 22,841,155 22,260,854
Non-Instructional 4,839,309 4,607,230
Capital Outlays 5,615,616 8,427,627
Debt Service 7,307,095 7,404,878
Total Expenses 75,073,301 76,232,597
Total Other Financing Sources (Uses) - Net 26,792,997 32,100,318
Net Changes in Fund Balances 852,451 2,605,076
Beginning Net Position 13,902,437 11,297,361

Ending Net Position $ 14,754,888 $ 13,902,437




OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

General Purpose School Fund. The General Purpose School Fund is the main operating fund
of the Schools. At June 30, 2020, unrestricted fund balance was $9,980,665 while total fund
balance was $13,717,778. As a measure of the fund's liquidity, it may be useful to compare both
unrestricted fund balance and total fund balance to total expenditures. Unrestricted fund balance
represents 14.5% of total general purpose school fund expenditures. The total fund balance
represents 19.9% of total general purpose school fund expenditures.

The fund balance of the Schools' General Purpose School Fund increased by $715,326 during
the current fiscal year. A few highlights of the General Purpose School Funds are as follows:

e Revenues and other net financing sources were $83,600,148 for FY 2020 and
$72,705,701 for FY 2019, an increase of $10,894,447 due primarily to a bond issue
used to refund an existing bond.

e Expenditures and other financing uses were $82,884,882 for FY 2020 and $70,231,377
for FY 2019, an increase of $12,653,505 due primarily to a bond issue used to refund
an existing bond.

e Instructional expenditures represent 47.8% of the total expenditures for FY 2020 and
45.5% for FY 2019.

School Federal Projects Fund. The School Federal Projects Fund, which accounts for a
majority of the Schools' federal grants, reported expenditures of $3,329,081 for 2020 and
$3,352,084 for 2019, with a net decrease of $23,003.

MAJOR FUNDS BUDGETARY HIGHLIGHTS

The General Purpose School Fund's fund balance increased $715,326 which was due in large
part to the Schools borrowing of funds in FY 2019 and 2020 but not expending the entire portion.

The Gencral Purpose School Fund's budgetary comparison statements are on pages 106 and
107.

The School Federal Projects Fund had ($416) thousand less than budgeted in revenues and
($400) thousand less than budgeted in expenditures in 2020.

The School Federal Project Fund's budgetary comparison statements are on page 110.

CAPITAL ASSETS
The Schools' investment in capital assets for its governmental activities as of June 30, 2020, was
$139.8 million with accumulated depreciation of $68.3 million resulting in a net book value of
$71.5 million. The majority of net capital assets are land, buildings, and related improvements,
which were $67.0 million or 93.7% of total net capital assets.

The majority of capital asset activity is due to capital projects at various schools.

Additional information on the Schools' capital assets can be found in Note 4 to the financial
statements.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

LONG-TERM DEBT AND OTHER LONG-TERM LIABILITIES

Total long-term debt at June 30, 2020, and 2019, was $78.4 million and $79.6 million,
respectively. Total long-term debt decreased from FY 2019 to FY 2020 by $1.3 million.

Total other long-term liabilities at June 30, 2020, and 2019, were $6.1 million and $6.7 million,
respectively. Total other long-term liabilities decreased from FY 2019 to FY 2020 by $0.6 million.

Additional information on the Schools' long-term debt and other long-term liabilities can be found
in Notes 5, 6, 7, 8, 16 and 18 to the financial statements.

ENROLLMENT

The Schools' enroliment has remained constant since FY 2003. Current enroliment is 4,820 for
FY 2020 compared to 4,679 for FY 2019. Due to projected new residential developments,
management is closely monitoring various factors affecting future enroliment.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET
During the preparation of the FY 2021 budget, the following major assumptions were used.

e FY 2021 budgeted expenditures for the General Purpose School Fund were $61.2
million.

e Compensation and benefits budgeted in FY 2021 for employees increased by $1,320,192
over the prior year.

e For FY 2021, the Schools have projected no increase in vision or life insurance
premiums, but a 2.5% increase in health insurance premiums & a 2.84% increase in
dental insurance premiums. A projected TCRS employer contribution rate of 10.27% for
certified (teachers) staft and 9.97% for non-certified (support) staff was used.

FINAL COMMENTS

The entire Oak Ridge School District (all four elementary schools, two middle schools, and the
high school) are STEM Certified by AdvancED. It is the first entire district to be certified in the
State of Tennessee and the second entire district in the world. Our focus on STEM demonstrates
our continued commitment to ensure every Oak Ridge student is prepared for college, career,
and life success.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

The Oak Ridge School District was born in the shadow of the Manhattan Project in 1943. Like
the project that brought together the nation’s greatest minds for a common goal, the school
system set the bar high for educational excellence from the beginning. Oak Ridge Schools offer
a challenging STEM curriculum with a deliberate focus on collaboration, communication, critical
thinking, and creativity to ensure success for every student.

CONTACTING THE SCHOOLS

This financial report is designed to provide our citizens, parents, students, creditors, and
regulatory agencies with an overview of the Schools' finances. If you have any questions about
this report or need additional information, you may contact the Schools as follows:

Ms. Pat Smith
Finance Director
Oak Ridge Schools
304 New York Avenue, Oak Ridge, Tennessee 37830
865-425-9004
www.ortn.edu
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Statement of Net Position

June 30, 2020

Departmental - Component
Governmental Unit -
Activities Foundation
ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES
Current assets:
Cash and cash equivalents $ 11,955,559 $ 193,709
Investments, at fair value - 3,788,470
Accounts receivable 6,361 -
Grants receivable 444,139 -
Due from other governments 1,668,890 -
Other accounts receivable - 200
Inventory 28,909 18,685
Prepaid items 41,429 -
Total current assets 14,145,287 4,001,064
Restricted assets:
Cash and cash equivalents 4,526,466
Investment - Stabilization Reserve Trust 236,771 -
4,763,237 -
Capital assets:
Land 156,355 -
Construction in progress 140,436 -
Building and equipment - net of accumulated
depreciation 71,204,143 -
Total capital assets 71,500,934 -
Other assets:
Net pension asset 9,140,843 -
Unconditional promises to give, net - 131,553
Investments - endowment, at fair value - 740,672
Total other assets 9,140,843 872,225
Total non-current assets 80,641,777 872,225
Total assets 99,550,301 4,873,289
Deferred outflows of resources:
Pension contributions subsequent to the
measurement date - pension 3,322,104 -
Contributions subsequent to the measurement
date - OPEB 222,212 -
Changes in proportionate and differences between
contributions and proportionate share of
contributions - pension 248,058 -
Changes in proportionate share of liability - OPEB 61,207 -
Change in assumptions - pension 1,048,119 -
Change in assumptions - OPEB 209,281 -
Differences between expected and actual
experience - pension 566,456 -
Differences between expected and actual
experience - OPEB 1,015,287 -
Total deferred outflows of resources 6,692,724 -
Total assets and deferred outflows
of resources $ 106,243,025 $ 4,873,289

(Continued)



OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Statement of Net Position
(Continued)

June 30, 2020

Departmental - Component
Governmental Unit -
Activities Foundation
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND NET POSITION
Current liabilities (payable from current assets):
Accounts payable $ 452,713 $ -
Accrued interest payable - long-term debt 197,333 -
Accrued salaries and benefits 3,476,473 -
Current portion of other long-term liabilities 594,515 -
Current portion of long-term debt 4,570,972 -
Current liabilities (payable from restricted assets):
Accounts payable 76,943 -
Accrued salaries and benefits 81,990 -
Total current liabilities (payable from 9,450,939 -
current assets)
Non-current liabilities:
Net OPEB liability 5,064,825 -
Long-term debt 73,795,938 -
Other long-term liabilities 452,260 -
Total non-current liabilities 79,313,023 -
Total liabilities 88,763,962 -
Deferred inflows of resources:
Advance payments - school food service 31,428 -
Other deferred inflows of resources 34,089 -
Derivative instrument - interest rate swaps 8,617,220 -
Differences between expected and actual
experience - pension 4,820,289 -
Differences between expected and actual
experience - OPEB 1,525,383 -
Changes in proportionate and differences between
contributions and proportionate share of
contrlbutions - pension 81,924 -
Changes in proportionate share of liability - OPEB 198,081 -
Changes in assumptions - OPEB 594,887 -
Differences between projected and actual earnings
on pension plan investments 2,604,573 -
Total deferred inflows of resources 18,507,874 -
Net position:
Net investment in capital assets (6,865,976) -
Restricted 13,797,680 1,187,529
Unrestricted (7,960,515) 3,685,760
Total net position (1,028,811) 4,873,289
Total liabilities, deferred inflows of resources
and net position $ 106,243,025 $ 4,873,289

The accompanying notes are an integral
part of these financial statements.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Statement of Activities

Year Ended June 30, 2020

Net Revenue (Expense)

and
Program Revenues Change in Net Position
Operating Capital Departmental Component
Charges Grants and Grants and Governmental Unit -
Functions/Programs Expenses for Services Contributions Contributions Activities Foundation
Governmental Activities
Instructional $ 37,165,827 $ 225,678 $ 24,717,844 $ - (12,222,305) $ -
Support services 20,757,959 - 814,030 - (19,943,929) -
Non-instructional 4,668,489 410,221 3,406,446 - (851,822) -
Interest on long-term debt 3,545,395 - - - (3,545,395) -
Total governmental activities $ 66,137,670 $ 635,899 $ 28,938,320 $ - (36,563,451) -
Component Unit
Foundation $ 60,225 $ - $ - $ 261,425 - 201,200
General revenues:
Property taxes 11,445,587 -
Local option sales and mineral severance taxes 7,094,673 -
Mixed drink taxes 192 -
Investment income, net 136,533 682,601
Investment income - change in fair market value of derivative
interest rate swaps (2,265,857) -
Pension income - -
Contributions 110,456 -
Miscellaneous 380,465 -
Payments to primary government - city/schools - (502,347)
Transfers from the city's general fund 24,350,126 -
Total general revenues 41,252,175 180,254
Change in net position 4,688,724 381,454
Net position, beginning (5,717,535) 4,491,835
Net position, ending (1,028,811) $ 4,873,289

The accompanying notes are an integral
part of these financial statements.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Balance Sheet - Governmental Funds
June 30, 2020
(With Comparative Totals for June 30, 2019)

Major Funds

Other Total
General Purpose School Federal Nonmajor (Memorandum Only)
School Fund Projects Fund Funds 20 201
ASSETS
Cash and cash equivalents $ 11,955,559 $ - $ - $ 11,955,559 $ 9,843,485
Accounts receivable 6,361 - - 6,361 656,139
Grants receivable 20,664 - - 20,664 88,839
Investments - - - - -
Due from other funds 270,946 - - 270,946 392,639
Due from governmental units 1,668,890 - - 1,668,890 1,485,769
Prepaid items 41,429 - - 41,429 88,522
Restricted assets:
Cash and cash equivalents 3,458,913 - 1,067,553 4,526,466 5,264,224
Investment - Stabilization Reserve Trust 236,771 - - 236,771 110,658
Grants receivable - 330,097 93,378 423,475 493,038
Inventory - - 28,909 28,909 27,365
Total assets $ 17,659,533 $ 330,097 $ 1,189,840 $ 19,179,470 $ 18,450,678
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES
Liabilities:
Accounts payable $ 452,713 $ - $ - $ 452,713 $ 584,309
Accrued salaries and benefits 3,476,473 - - 3,476,473 3,348,897
Liabilities (payable from restricted assets):
Accounts payable - 4,350 72,593 76,943 84,937
Accrued salaries and benefits - 79,056 2,934 81,990 115,996
Due to other funds - 245,396 25,550 270,946 392,638
Deferred revenue - 1,295 - 1,295 1,030
Total liabilities 3,929,186 330,097 101,077 4,360,360 4,527,807
Deferred inflows of resources 12,569 - 51,653 64,222 20,434
Fund balances:
Nonspendable - prepaid expenditures 41,429 - - 41,429 88,368
Nonspendable - inventories - - 28,909 28,909 27,365
Restricted - career ladder/extended
contract - - - - -
Restricted - support services/
non-instructional - - 932,244 932,244 783,861
Restricted - bond proceeds 3,458,913 - - 3,458,913 4,320,986
Restricted - Stabilization Reserve Trust 236,771 - - 236,771 110,658
Unrestricted:
Committed 520,553 - 75,957 596,510 827,868
Unassigned 9,460,112 - - 9,460,112 7,743,331
Total fund balances* 13,717,778 - 1,037,110 14,754,888 13,902,437
Total liabilities, deferred inflows of
resources and fund balances $ 17,659,533 $ 330,097 $ 1,189,840 $ 19,179,470 $ 18,450,678

*Includes unspent bond proceeds of $3,458,913.

The accompanying notes are an integral
part of these financial statements.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Reconciliation of the Governmental Funds Balance Sheet

to the Statement of Net Position

June 30, 2020

Total fund balances--governmental funds

Capital assets used in governmental activities
are not financial resources and, therefore, are
not reported as assets in governmental funds.
The cost of the assets is $139,774,247 and the
accumulated depreciation is ($68,273,313).

The net pension asset is not an available resource and,
therefore, is not reported in the funds:

Deferred outflows and inflows of resources are reported
on the Statement of Net Position for future inflow or
outflow of resources that are not reported on the
governmental funds balance sheet:

Deferred outflows of resources:

Pension contributions subsequent to the
measurement date - pension

Contributions subsequent to the measurement
date - OPEB

Changes in proportionate and differences between
contributions and proportionate share of
contributions - pension

Changes in proportionate and differences between
contributions and proportionate share of
contributions - OPEB

Change in assumptions - pension

Change in assumptions - OPEB

Differences between expected and actual
experience - pension

Differences between expected and actual
experience - OPEB

Deferred inflows of resources:

Derivative instrument - interest rate swaps

Differences between expected and actual
experience - pension

Differences between expected and actual
experience - OPEB

Changes in proportionate and differences between
contributions and proportionate share of
contributions - pension

Changes in proportionate and differences between
contributions and proportionate share of
contributions - OPEB

Changes in assumptions - pension

Differences between projected and actual earnings
on pension plan investments

Long-term liabilities, including bonds and notes payable,
are not due and payable in the current period and,
therefore, are not reported as liabilities in the funds.
These liabilities consist of:

General obligation bonds

Qualified zone academy bonds

Notes payable

Bond discounts and premiums, net

Accrued interest payable - bonds and notes
Capitalized outlay obligations

Other post employment benefit obligations (OPEB)
Compensated absences

Termination benefits

Total net position--governmental activities

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

$ 3,322,104

222,212

248,058

61,207
1,048,119
209,281

566,456
1,015,287
(8,617,220)
(4,820,289)

(1,525,383)

(81,024)

(198,081)
(594,887)

(2,604,573)

(39,326,625)
(509,419)
(33,432,288)
(2,177,804)
(197,333)
(2,920,774)
(5,064,825)
(502,792)
(543,983)

$ 14,754,888

71,500,934

9,140,843

(11,749,633)

(84,675,843)

$ (1,028,811)
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

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

Year Ended June 30, 2020

Revenues:
Property taxes
Local option sales taxes
Mixed drink taxes
Local mineral severance taxes
Charges for services
Other local sources
State of Tennessee - BEP
State of Tennessee - other
Federal government
Other

Total revenues

Expenditures:
Current:
Instructional:
Regular instruction
Alternative school
Special education
Technology and career

Total instructional

Support services:
Health services
Other student support
Instructional staff
Special education
Technology and career
Technology
Communications
Board of Education
Office of superintendent
Office of principal
Fiscal services
Human resources/personnel
Operation of plant
Maintenance of plant
Transportation

Total support services

Non-instructional:
Food service
Community service / early
childhood education
Other
Pre-K program - grant
Pre-K program - local

Tatal non-instructionat
Capital outlays
Debt service:

Principal on capitalized leases
Interest on capitalized leases

Principal on bonds and notes payable
Interest on bonds and notes payable

Total debt service

Total expenditures

Revenues over (under) expenditures

Other financing sources (uses):
Transfers in - from city
Transfers in - other funds
Transfers out - other funds
Bond refunding
Bond proceeds

Total other financing sourcas (uses)

Net change in fund balances
Fund balance, beginning

Fund balance, ending*

*Includes unspent bond proceeds of $3,458,913.

(With Comparative Totals for the Year Ended June 30, 2019)

Major Funds
Other Totat
General Purpose School Federal Nonmajor _(Memorandum Only)
School Fund Projects Fund Funds 2020 2019
$ 11,445,687 $ - $ - $ 11,445,587 $ 10,592,827
7,094,673 - - 7,094,673 5,879,500
192 - - 192 162
- - - - 72
229,153 - 680,506 909,659 1,161,953
327,010 - 22,559 349,569 446,670
22,869,340 - - 22,869,340 22,210,310
862,665 - 117,853 980,518 1,061,170
49,436 3,445,937 1,987,844 5,483,217 5,326,296
- - - - 68,395
42,878,056 3,445,937 2,808,762 49,132,755 48,737,355
26,659,256 666,359 - 27,325,615 26,771,664
774,284 - - 774,284 744,625
4,248,102 721,184 - 4,969,286 4,848,153
1,279,633 121,308 - 1,400,941 1,167,566
32,961,275 1,608,851 - 34,470,126 33,632,008
546,320 12,868 - 559,188 585,553
1,746,627 56,785 102,868 1,906,180 1,675,404
2,694,889 294,854 - 2,889,743 2,935,674
793,215 246,025 - 1,039,240 1,081,415
107,006 1,445 - 108,450 106,966
2,657,960 2,769 - 2,660,729 2,522,462
112,596 - - 112,596 97,828
1,879,507 - - 1,879,507 1,122,021
342,477 - - 342,477 336,039
3,454,481 - - 3,454,481 3,412,496
759,419 - - 759,419 734,040
354,962 - - 354,962 352,288
4,082,676 - - 4,082,676 4,264,247
1,673,416 - - 1,673,416 1,748,043
1,152,341 65,750 - 1,218,091 1,285,578
22,057,791 680,496 102,868 22,841,165 22,260,854
- - 2,196,779 2,196,779 2,099,640
- 1,139,734 435,246 1,674,980 1,605,167
- - - - 979
460,772 - - 460,772 465,349
606,778 - - 606,778 536,095
1,067,550 1,139,734 2,632,025 4,839,309 4,607,230
5,616,616 - - 5,615,616 8,427,627
119,632 - - 119,532 411,765
14,952 - - 14,952 13,246
4,292,702 - - 4,292,702 4,184,320
2,879,909 - - 2,879,909 2,795,558
7,307,095 - - 7,307,095 7,404,878
69,009,327 3,329,081 2,734,893 75,073,301 76,232,697
(26,131,271) 116,856 73,869 (25,940,546) (29,495,242)
24,350,126 - - 24,350,126 23,552,605
126,856 - 73,256 200,112 194,482
(73,256) (116,856) (10,000) (200,112) (194,482)
(13,802,239) - - (13,802,239) -
16,245,110 - - 16,245,110 8,647,713
26,846,597 (116,856) 63,256 26,792,997 32,100,318
715,326 - 137,125 852,451 2,605,076
13,002,452 - 899,985 13,902,437 11,297,361
$ 13,717,778 $ - $ 1,037,110 $ 14,754,888 $ 13,902 437

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



OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures
and Changes in Fund Balances to the Statement of Activities

Year Ended June 30, 2020

Total net change in fund balances--governmental funds

Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their useful lives as depreciation expense. This is the
amount by which depreciation expense ($3,480,556) is less than
capital outlays $5,412,294.

Repayment of bond principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
statement of net position.

Principal refunding and repayments
Bond proceeds

Amortization of bond discounts and premiums, net

Change in accrued interest payable on long-term debt that is not due
and payable in the current period and therefore is not reported
with the funds

Investment income (loss) - change in fair value of ineffective derivative
interest rate swap

Deferred inflows/outflows:
In the governmental funds, pension contributions are reported as an
expenditure when they are due and payable. However, in the
statement of activities, pension expense consists of reporting certain
changes in the net pension liability (asset) of the government.

In the governmental funds, OPEB contributions are reported as an
expenditure when they are due and payable. However, in the
statement of activities, OPEB expense consists of reporting certain
changes in the total OPEB liability (asset) of the government.

Governmental funds report compensated absences and termination
benefits that mature or are used shortly after year end as an
expenditure. However, the long-term portion is not reported in the
governmental funds.

Compensated absences $

Termination benefits

$ 852,451

1,931,738

18,214,474
(16,245,110)

(685,669)

35,134

(2,265,857)

1,572,047

1,394,836

Rounding

Changes in net position of governmental activities

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

(87,978)
(27,344)  (115,322)
2
$ 4,688,724
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Major Governmental Funds

For Fiscal Year Ended June 30, 2020

General Purpose School Fund School Federal Projects Fund
Original Final 2020 Variance with Original Final 2020 Variance with
Budget Budget Actual Final Budget Budget Budget Actual Final Budget
Revenues:
Property taxes $ 11,048,443 $ 11,048,443 $ 11,445587 $ 397,144 $ - $ - 3 - $ -
Local option sales taxes 5,787,581 5,787,581 7,094,673 1,307,092 - - - -
Mixed drink taxes 250 250 192 (58) - - - -
Local mineral severance taxes 250 250 - (250) - - - -
Charges for services 262,000 262,000 229,153 (32,847) - - - -
Other local sources 480,500 588,621 327,010 (261,611) - - - -
State of Tennessee - BEP 22,809,000 22,809,000 22,869,340 60,340 - - - -
State of Tennessee - other 1,194,000 1,039,821 862,665 (177,156) - - - -
Federal government 135,000 135,000 49,436 (85,564) 3,861,611 3,861,611 3,445,937 (415,674)
Other 2,500 2,500 - (2,500) - - - N
Total revenues 41,719,624 41,673,466 42,878,056 1,204,590 3,861,611 3,861,611 3,445,937 (415,674)
Expenditures:
Instructional:
Regular instruction 26,870,319 27,240,297 26,659,256 (581,041) 750,000 724,435 666,359 (58,076)
Alternative school 820,705 793,058 774,284 (18,774) - - - -
Special education 4,460,027 4,397,497 4,248,102 (149,395) 790,000 829,446 721,184 (108,262)
Technology and career 1,265,333 1,303,698 1,279,633 (24,065) 50,000 121,310 121,308 )
Other 1,010,000 321,550 - (321,550) - - - -
Total instructional 34,426,384 34,056,100 32,961,275 (1,094,825) 1,590,000 1,675,191 1,508,851 (166,340)
Support services:
Health services 604,107 565,935 546,320 (19,615) 13,100 13,036 12,868 (168)
Other student support 1,680,410 1,803,368 1,746,527 (56,841) 45,000 65,124 56,785 (8,339)
{nstructioral staff 2,765,556 2,770,756 2,594,889 (175,867) 273,000 326,319 294,854 (31,465)
Special education 828,745 849,996 793,215 (56,781) 240,000 250,406 246,025 (4,381)
Technology and career 111,349 113,336 107,005 (6,331) 3,500 1,445 1,445 -
Technology services 2,763,113 2,716,854 2,557,960 (158,894) 2,000 5,667 2,769 (2,898)
Communications 114,349 116,340 112,596 (3,744) - - - -
Board of education 1,061,487 1,778,690 1,879,507 100,817 - - - -
Office of superintendent 356,796 356,798 342,477 (14,321) - - - -
Office of principal 3,567,705 3,522,825 3,454,481 (68,344) - - - -
Fiscal services 806,626 790,825 759,419 (31,406) - - - -
Human resources/personnel 429,455 372,109 354,962 (17,147) - - - -
Operation of plant 4,627,396 4,519,339 4,082,676 (436,663) - - - -
Maintenance of plant 1,642,702 1,646,052 1,573,416 (72,636) - - - -
Transportation 1,522,347 1,157,478 1,152,341 (5,137) 25,000 71,921 65,750 (6,171)
Total support setvices 22,882,143 23,080,701 22,057,791 (1,022,910) 601,600 733,918 680,496 (53,422)
(Continued)
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

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

Major Governmental Funds (Continued)

For Fiscal Year Ended June 30, 2020

Generai Purpose School Fund

School Federal Projects Fund

Original Final 2020 Variance with Original Final 2020 Variance with
Budget Budget Actual Final Budget Budget Budget Actual Final Budget
Expenditures (continued):
Non-instructional:
Community service/Early childhood
education $ - 8 - $ -3 - 8 1,045,011 $ 1,188,432 $ 1,139,734 $ (48,698)
Other - - - - 500,000 131,180 - (131,180)
Pre-k program - grant 461,499 460,771 460,772 1 - - - -
Pre-k program - local 654,054 637,320 606,778 (30,542) - - - -
Total non-instructional 1,115,553 1,098,091 1,067,550 (30,541) 1,545,011 1,319,612 1,139,734 (179,878)
Capital outlay 707,205 850,335 5,615,616 4,765,281 - - - -
Debt service:
Principal on capitalized leases - - 119,532 119,532 - - - -
Interest on capitalized leases - - 14,952 14,952 - - - -
Principal on bonds and notes payable - - 4,292,702 4,292,702 - - - -
Interest on bonds and notes payable - - 2,879,909 2,879,909 - - - -
Total debt service - - 7,307,095 7,307,095 - - - -
Total expenditures 59,131,285 59,085,227 69,009,327 9,924,100 3,736,611 3,728,721 3,329,081 (399,640)
Revenues over (under) expenditures (17,411,761) (17,411,761) (26,131,271) (8,719,510) 125,000 132,890 116,856 (16,034)
Other financing sources (uses):
Transfers in - from city 15,493,963 15,493,963 24,350,126 8,856,163 - - - -
Transfers in - other funds 125,000 125,000 126,856 1,856 - - - -
Transfers out - other funds (73,353) (73,353) (73,256) 97 (125,000) (132,890) (116,856) 16,034
Bond refunding - - (13,802,239) (13,802,239) - - - -
Bond proceeds - - 16,245,110 - - - - -
Total other financing sources - net 15,545,610 15,545,610 26,846,597 (4,944,123) {125,000) (132,890) (116,856) 16,034
Net change in fund balances $ (1,866,151) $ (1,866,151) 715,326 $ (13,663,633) § - $ - -8 -
Fund balance, beginning 13,002,452 -
Fund balance, ending* $ 13,717,778 $ -

*Includes unspent bond proceeds of $4,320,986.

The accompanying notes are an integral
part of these financial statements.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Statement of Fiduciary Net Position
Fiduciary Funds

Year Ended June 30, 2020

29

Private Purpose Oak Ridge
Trust - Scholarship Schools Internal Total
Fund School Funds Funds
ASSETS
Cash and cash equivalents $ 89,173 $ 1,119,453 $ 1,208,626
Inventory - - -
Accounts receivable - - -
Total assets $ 89,173 3 1,119,453 $1,208,626
LIABILITIES AND NET POSITION
Liabilities (payable from
current assets):
Due to other funds $ - $ - $ -
Total liabilities - - -
Net position:
Held in trust for scholarships 89,173 - 89,173
Held in internal school funds - 1,119,453 1,119,453
Total net position 89,173 1,119,453 1,208,626
Total liabilities and net position 3 89,173 3 1,119,453 $ 1,208,626

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



OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Statement of Changes in Fiduciary Net Position
Fiduciary Funds

Year Ended June 30, 2020

30

Private Purpose Oak Ridge
Trust - Scholarship Schools Internal Total
Fund School Funds Funds
ADDITIONS
Investment income $ 1,921 $ - 3 1,921
Contributions - 1,230,066 1,230,066
Total additions 1,921 1,230,066 1,231,987
DEDUCTIONS

Scholarship awards 2,500 - 2,500
School related expenditures - 1,167,419 1,167,419
Total deductions 2,500 1,167,419 1,169,919
Change in net position (579) 62,647 62,068
Net position, beginning of year 89,752 1,056,806 1,146,558
Net position, end of year $ 89,173 $ 1,119,453 $ 1,208,626

The accompanying notes are an integral
part of these financial statements.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Notes to Basic Financial Statements

June 30, 2020

Summary of Significant Accounting Policies

(@)

Financial Reporting Entity

The Oak Ridge Board of Education (the “Schools”) was established by the City of Oak Ridge,
Tennessee (the “City”) under the provisions of the City’s Charter, Article VI, Sections 1-18.

Oak Ridge Schools operate eight schools which consist of one preschool, four elementary, two
middle and one high school. All of the schools, with the exception of the preschool, are accredited
by the Southern Association of Colleges and Schools (“SACS”). The School System is responsible
for the public education of children in grades K through 12 who reside within the boundaries of the
City of Oak Ridge. Students who live outside the city limits may attend, subject to space availability
and the payment of tuition.

The Schools are a department of the City of Oak Ridge and are not a separate legal entity.
Therefore, the Schools’ financial statements are also included in the City's Comprehensive Annual
Financial Report (“CAFR”). The Schools’ departmental-wide financial statements will be blended
within the City’s CAFR in accordance with Governmental Accounting Standards Board (‘GASB”)
Statement No. 14. In accordance with the City’s Charter, the City Council approves and issues
long-term debt, such as bonds and notes payable to provide the financing for the acquisition and
construction of the Schools’ facilities.

The financial statements present only the Oak Ridge Schools and are not intended to present fairly
the financial position of the City of Oak Ridge, Tennessee, or the results of its operations and cash
flows of its proprietary fund in conformity with generally accepted accounting principles.

Discretely Presented Major Component Units

Oak Ridge Public Schools Education Foundation, Inc. (the “Foundation”) is a not-for-profit
organization exempt from federal income taxes under Internal Revenue Code Section 501(c)(3).
The Foundation’s primary mission is to enhance, promote and support the City of Oak Ridge
Schools. The Foundation receives donations and pledges from individuals, corporations and other
donors. The Schools do not appoint or approve the Foundation’s budget or Board of Directors.
However, since the Foundation’s main purpose is to provide financial support to the Schools, this
meets the definition of a component unit in accordance with GASB Statement No. 39, Determining
Whether Certain Organizations are Component Units, paragraph five.

The Foundation has been reported in the Schools’ departmental-wide financial statements as a
major component unit. The Foundation has been audited by a separate certified public accounting
firm for the year ended December 31, 2019. The Schools have included the Foundation’s results
with a different year-end in accordance with GASB Statement No. 14, The Financial Reporting
Entity, paragraph 59. The Foundation published separate financial statements and may be
obtained from:

Ms. Jessica Steed
Oak Ridge Public Schools Education Foundation, Inc.
MS-22, P.O. Box 117
Oak Ridge, TN 37831 (865) 241-3667
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Notes to Basic Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

(b)

Basis of Presentation

The Schools follows Governmental Accounting Standards Board standards for external financial
reporting for all state and local governmental entities, which includes a statement of net position, a
statement of activities and changes in net position. These standards require the classification of net
position into three components — net investment in capital assets; restricted; and unrestricted. The
classifications are defined as follows:

Net investment in capital assets - This component of net position consists of capital assets,
including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes or other borrowings that are attributable
to the acquisition, construction or improvements of those assets. If there are significant unspent
related debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds
are not included in the calculation of net investment in capital assets. Rather, that portion of the
debt is included in the same net position component as the unspent proceeds.

Restricted - This component of net position consists of constraints placed on net asset use
through external constraints imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation.

Unrestricted net position - This component of net position consists of net position that does not
meet the definition of "restricted" or "net investment in capital assets."

The Schools basic financial statements consist of government-wide statements, including a
statement of net position and a statement of activities, and fund financial statements, which provide
a more detailed level of financial information.

1.

Government-Wide Financial Statements:

The statement of net position and the statement of activities display information about the
Schools as a whole.

The statement of net position presents the financial condition of the governmental activities of
the Schools at year-end. The statement of activities presents a comparison between direct
expenses and program or function of the Schools’ governmental activities.

Direct expenses are those that are specifically associated with a service, program or
department and therefore clearly identifiable to a particular function. Program revenues include
charges paid by the recipient of the goods or services offered by the program, grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
program and interest earned on grants that is required to be used to support a particular
program. Revenues, which are not classified as program revenues, are presented as general
revenues of the Schools. The comparison of direct expenses with program revenues identifies
the extent to which each governmental function is self-financing or draws from the general
revenues of the Schools.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Notes to Basic Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

(b)

Basis of Presentation (Continued)

2. Fund Financial Statements:

During the year, the Schools segregate transactions related to certain school functions or
activities in separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial information of the
Schools at this detailed level. The focus of governmental fund financial statements is on major
funds. Each major fund is presented in a separate column. Nonmajor funds are aggregated
and presented in a single column. The following are the Schools’ funds:

Major Funds:
The General Purpose School Fund is the main operating fund of the Schools. It is used to

account for all financial resources except those required to be accounted for in another fund.
Revenues are received from local taxes, state and federal revenues and charges for services.

The School Federal Projects Fund is used to account for the proceeds of federal award grant
programs requiring separate accounting because of legal or regulatory provisions or
administrative action.

Non-Major Funds:

The Other Education Special Revenue Fund is used to account for the activities assisting at risk
children and their families. The fund accounts for the Family Resource Center and the Safe
Schools Act activities which are funded by federal awards.

The Extended School Program Fund is used to account for the fees collected for the Schools’
extended child care program.

The Central Cafeteria Fund is used to account for the activities related to food services. The
revenue also supports preparing and serving regular and incidental meals, lunches, or snacks in
connection with school activities and food delivery. Revenue is collected in the form of meal
charges, fees for special events and programs, and state and federal reimbursements under the
national school lunch and breakfast programs.

The Schools’ fiduciary funds are the following private purpose trust and agency funds:

The Scholarship Fund is used to account for resources legally held in trust for use of
scholarship awards. All resources of the fund, including investment earnings, may be used for
scholarship awards.

Oak Ridge Schools Internal School Funds (“ORS-ISF”) is used to account for the funds held at
individual schools for which all earnings and resources of the fund are used to benefit the
students.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Notes to Basic Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

()

Fund Accounting

The Schools use funds to maintain its financial records during the fiscal year. A fund is defined as a
fiscal and accounting entity with a self-balancing set of accounts.

Governmental Funds:

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial
resources. Expendable assets are assigned to the various governmental funds according to the
purposes for which they may or must be used. Current liabilities are assigned to the fund from
which they will be paid. The difference between governmental fund assets and liabilities is reported
as fund balance.

Special Revenue Funds account for revenue derived from specific sources that are restricted by
legal and regulatory provisions to finance specific activities. The Special Revenue Funds are the
General Purpose School Fund, the School Federal Projects Fund, the Other Education Special
Revenue Fund, the Extended School Program Fund and the Central Cafeteria Fund.

Proprietary Funds are used to account for activities that are similar to activities that may be
performed by a commercial enterprise.

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

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially equal values. Non-operating revenues, such as
investment earnings, result from non-exchange transactions or ancillary activities.

Fiduciary Funds account for assets held by the Schools in a trustee capacity or as an agent on
behalf of others. Trust funds account for assets held by the government under the terms of a formal
trust agreement.

Measurement Focus

1. Government-Wide Financial Statements:

The government-wide financial statements are prepared using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary and fiduciary
fund financial statements. Revenues are recorded when earned and expenses are recorded
when incurred, regardless of the timing of the related cash flows. All assets and liabilities
associated with the operation of the Schools are included on the statement of net position.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Notes to Basic Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

(d)

(€)

()

Measurement Focus (Continued)

2. Fund Financial Statements:

All governmental funds are accounted for using a flow of current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement
focus, only current assets and current liabilities generally are included on the balance sheet.
The statement of revenues, expenditures and changes in fund balances reports on the sources
(i.e., revenues and other financing sources) and uses (i.e., expenditures and other financing
uses) of current financial resources. This approach differs from the manner in which the
governmental activiies of the government-wide financial statements are prepared.
Governmental fund financial statements therefore include a reconciliation with brief explanations
to better identify the relationship between government-wide statements and the statements for
governmental funds.

Component Unit

The Oak Ridge Public Schools Education Foundation, Inc. follows the Schools’ proprietary fund type
measurement focus and basis of accounting, the accrual basis of accounting.

Fund Balance

Governmental funds, in the fund financial statements, report reservations of fund balances for
amounts that are not available for appropriation and/or legally restricted by outside third-parties for
specific purposes. In accordance with GASB 54, the governmental funds report fund balances in
classifications that comprise a hierarchy based primarily on the extent to which the Schools are
bound to honor constraints on the specific purposes for which amounts in those funds can be spent.
The categories of fund balance are as follows:

+ Nonspendable — This classification includes amounts that cannot be spent because they
are either (a) not in spendable form or (b) legally or contractually required to be maintained
intact. Fund balances reported as non-spendable represent amounts for inventory, prepaid
expenditures, encumbrances, advances to other funds and noncurrent notes receivables.

e Restricted — Fund balance is reported as restricted when constraints placed on the use of
resources are either (a) externally imposed by creditors (such as through debt covenants),
grantors, contributors or laws or regulations of other governments; or (b) imposed by law
through constitutional provisions or enabling legislation (such as through state statutes).

e Committed — Amounts that can only be used for specific purposes pursuant to constraints
imposed by formal action, either ordinance or resolution, of the Board of Education (the
“Board”) level of decision-making authority, are reported as committed fund balance.
Committed fund balance also incorporates contractual obligations to the extent that existing
resources in the fund have been specifically committed for use in satisfying those
contractual requirements. Amounts classified as committed are not subject to legal
enforceability like restricted resources; however, they cannot be used for any other
purposes unless the Board removes or changes the commitment by taking the same action
it employed to impose the commitment.
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OAK RIDGE SCHOOLS
OAK RIDGE, TENNESSEE

Notes to Basic Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

(f)

Fund Balance (Continued)

» Assigned —~ This classification consists of all fund balances that are not in the General
Purpose School Fund or classified as nonspendable, restricted or committed. In addition,
General Purpose School Fund balances that the School intends to use for specific purposes
as approved by the Board or management are also classified as assigned. The Board has
a fund balance policy that allows assigned amounts to be re-assigned by the Board, or
management.

o Unassigned — This classification consists of all fund balances in the General Purpose
School Fund that are not reported as nonspendable, restricted, committed or assigned.

The Schools’ policy is to expend any available restricted, committed or assigned resources, in that
order, prior to expending unassigned resources.

Minimum Fund Balance

State statutes require the General Purpose School Fund to maintain a minimum unrestricted fund
balance of 3% of current year’'s expenditures. For the current fiscal year ended June 30, 2020, the
Schools met the minimum fund balance as required by state law.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and
reported on the financial statements. Governmental funds use the modified accrual basis of
accounting. Fiduciary funds use the accrual basis of accounting. Differences in the accrual and the
modified accrual basis of accounting arise in the recognition of revenue, the recording of deferred
revenue, and in the presentation of expenses versus expenditures.

1. Revenues - Exchange and Nonexchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded on the accrual basis when the exchange takes place. On a
modified accrual basis, revenue is recorded in the fiscal year in which the resources are
measurable and become available. Available means that the resources will be collected within
the current fiscal year or are expected to be collected soon enough thereafter to be used to pay
liabilities of the current fiscal year. For the Schools, available means expected to be received
within sixty days of fiscal year-end.

Nonexchange transactions, in which the Schools receive value without directly giving equal
value in return, include grants, entitlements and donations. Revenue from grants, entitlements
and donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the
resources are required to be used or the fiscal year when use is first permitted, matching
requirements, in which the Schools must provide local resources to be used for a specified
purpose, and expenditure requirements, in which the resources are provided to the Schools on
a reimbursement basis. On a modified accrual basis, revenue from nonexchange transactions
must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both
measurable and available at fiscal year-end: charges for services, interest income, grants and
intergovernmental revenue.
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Summary of Significant Accounting Policies (Continued)

(h)

(i

@

Basis of Accounting (Continued)

2. Expenses/Expenditures:
On the accrual basis of accounting, expenses are recognized at the time they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Expenditures are generally recognized in the
accounting period in which the related fund liability is incurred, if measurable. Allocation of
costs, such as depreciation and amortization, are not recognized in governmental funds.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable appropriation,
is employed as an extension of formal budgetary integration in the governmental funds.
Encumbered appropriations for funds do not lapse at the end of the fiscal year. Encumbrances
outstanding at year-end are reported as nonspendable fund balances since they do not constitute
expenditures or liabilities. There were no outstanding encumbrances at June 30, 2020.

Budgets and Basis of Budgeting

The Oak Ridge Schools’ budget process is initiated each year by the various programs, principals
and staff of each school as well as the preparation of the budgets by each special department within
the two major governmental funds of the school system. These budgets include staff requirements,
materials and supply needs, capital and replacement equipment needs, and special requests
associated with the operation of the school system. School unit budgets are submitted to the
Executive Director of School Leadership for review and compilation. Other departments submit
their budgets directly to the Finance Director for review and compilation. On or about February 1,
all budgets are submitted to the Superintendent of Schools on the required forms and in a
predetermined format. The budget review process by the Superintendent, Executive Directors,
Finance Director, and department directors is completed during the month of February.

Revenue projections in all areas are made during the month of April by the Finance Director.
Community involvement by a citizens’ committee is also provided for during this period. On or
about May 1, a comprehensive budget proposal is prepared and submitted to the Board of
Education as the Superintendent’s proposed budget for the subsequent fiscal year. During May, the
Board of Education conducts numerous special Board meetings for budget review sessions as well
as formal public hearings. During this same period, the Board hears formal recommendations from
the Oak Ridge Education Association and the principal's group. Following these deliberations by
the Board of Education and adjustments as required by the Board’s action, the budget is approved
by the Board for submission to City Council in late May. Beginning in late May, the City of Oak
Ridge conducts formal budget reviews and public hearings, with a first and second reading of the
appropriation ordinance. On or before June 30, the appropriation ordinance is approved by City
Council establishing the property tax rate for the coming fiscal year and the level of appropriation for
the Oak Ridge Schools.

Once the budget has been approved, the Board of Education may modify the budget between
departments or major category level; however, any increase in total appropriations must be
approved by the Board of Education and City Council. Management can modify the budget
amounts within a department.
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Budgets and Basis of Budgeting (Continued)

Formal budgetary integration is employed as a management control device for the General Purpose
School Fund, School Federal Projects Fund, Other Education Special Revenue Fund, and Extended
School Program Fund; however, the School Federal Projects budget is amended at the time the
grant or program has been approved by the grantor. The budgets are legally adopted on a basis
consistent with GAAP, except encumbrances are treated as budgeted expenditures in the year the
commitment to purchase is incurred. The adjustments necessary to convert the basis of budgeting
;o GAAP represent the net change in encumbrances outstanding at the beginning and end of the
iscal year.

Budgeted amounts reflected in the accompanying budget and actual comparison are as originally
adopted or as amended by the Board of Education and City Council. Budgetary appropriations
which are not expended lapse at year-end.

Cash and Cash Equivalents

For purposes of these financial statements, the Schools consider all highly liquid investments
(including restricted assets) having original maturity dates of three months or less when purchased
to be cash equivalents.

Investments
Investments are stated at fair value and based upon quoted market price.

Prepaid ltems

Payments made to vendors for services that will benefit periods beyond June 30, 2020, are
recorded as prepaid items using the consumption method. A current asset for the prepaid amount
is recorded at the time of the purchase and an expenditure/expense is reported in the year in which
services are consumed.

Pledges Receivable

Pledges receivable of the component unit (the Foundation), are recognized as contribution revenue
in the period that is, in substance, unconditional. The Foundation uses the allowance method to
determine an uncollectible amount based upon prior years’ experience and management’s
estimates.

Unconditional pledges that are expected to be collected within one year are recorded at net
realizable value. Unconditional receivables that are expected to be collected in future years are
recorded at the present value of their estimated future cash flows. The discounts on those amounts
are computed using risk-free interest rates applicable to the years in which the pledges are
received. Amortization of the discounts is included in contribution revenue.

Inventory

Inventories are presented at the lower of cost (weighted average method) or market.

Commodities

The Oak Ridge Schools receive commodities for school cafeterias from the U.S. Department of

Agriculture. The value of the commodities received is reported as revenue, and the value of such
commodities used is reported as cost of food in the accompanying financial statements.
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Restricted Assets

Assets are reported as restricted when limitations on their use change the normal understanding of
the availability of the asset. Such constraints are either imposed by creditors, contributors, grantors
or laws of other governments or imposed by enabling legislation.

Capital Assets

General capital assets result from expenditures in the governmental funds. These assets are
reported in the governmental activities column of the government-wide statement of net position but
are not reported in the fund financial statements.

All capital assets are capitalized at cost or estimated historical cost and updated for additions and
retirements during the year. Donated fixed assets are recorded at their estimated fair market values
as of the date received. The Schools maintain a capitalization threshold of five thousand dollars.
The Schools do not possess any infrastructure. Net interest costs during construction periods are
capitalized for assets acquired by the issuance of long-term debt. Major additions and
improvements are capitalized; the costs of normal maintenance and repairs that do not add to the
value of the asset or materially extend an asset's life are charged to operations.

All reported capital assets except for land and land improvements are depreciated. Improvements
are depreciated over the remaining useful lives of the related capital assets. Depreciation is
computed using the straight-line method over the following useful lives:

Estimated
Description Useful Lives
Buildings and improvements 20 - 50 years
Machinery and equipment 3 -20years
Computer hardware and software 5-10years
Food service equipment and fixtures 15 years
Buses 15 years
Vehicles 5 -8 years
Furniture and fixtures 20 years
Athletic facilities 10 - 20 years

Compensated Absences

It is the policy of the Schools to permit employees to accumulate, in varying amounts, earned but
unused vacation and sick pay benefits. There is no liability recorded for unpaid accumulated sick
leave since the Schools do not have a policy to pay any such amounts upon separation from
employment. However, upon retirement, the accumulated sick leave is credited to time of
employment for calculating years of service under TCRS benefits.

In the departmental-wide financial statements, unpaid compensated absences are reported as
Other Long-Term Liabilities. In the fund financial statements, compensated absences are expensed
as they are paid. The compensated absences liability is not reported in their respective fund
financial statements because it is not expected to be liquidated with expendable available financial
resources.
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Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Pension Plans

Oak Ridge City Schools Teacher Hybrid Retirement Plan of TCRS. For the purposes of measuring
the net pension asset/liability, deferred outflows of resources and deferred inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the
Teacher Retirement Plan in the Tennessee Consolidated Retirement System (TCRS), and additions
to/deductions from the plan’s fiduciary net position have been determined on the same basis as
they are reported by the TCRS. For this purpose, benefits (including refund of employee
contributions) are recognized when due and payable in accordance with the benefit terms of the
Teacher Retirement Plan. Investments are reported at fair value.

Oak Ridge City Schools Teacher Legacy Pension Plan of TCRS. For purposes of measuring the net
pension asset/liability, deferred outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of the Teacher Legacy
Pension Plan in the Tennessee Consolidated Retirement System (TCRS) and additions
to/deductions from the plan’s fiduciary net position have been determined on the same basis as
they are reported by the TCRS. For this purpose, benefits (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms of the
Teacher Legacy Pension Plan. Investments are reported at fair value.

Oak Ridge City Schools Non-Teacher Hybrid With Cost Controls. For purposes of measuring the
net pension asset/liability, deferred outflows of resources, and deferred inflows of resources related
to pensions, and pension expense, information about the fiduciary net position of Oak Ridge Board
of Education Hybrid With Cost Controls’ participation in the Public Employee Retirement Plan of the
Tennessee Consolidated Retirement System (TCRS), and additions to/deductions from Oak Ridge
Board of Education Hybrid With Cost Controls’ fiduciary net position have been determined on the
same basis as they are reported by the TCRS for the Public Employee Retirement Plan. For this
purpose, benefits (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms of the Public Employee Retirement Plan of the TCRS.
Investments are reported at fair value.

Oak Ridge City Schools Non-Teacher Legacy Plan. For purposes of measuring the net pensior
asset/liability, deferred outflows of resources and deferred inflows of resources related to pensions,
and pension expense, information about the fiduciary net position of Oak Ridge Schools’
participation in the Public Employee Retirement Plan of the Tennessee Consclidated Retirement
System (TCRS), and additions to/deductions from the plan's fiduciary net position have been
determined on the same basis as they are reported by the TCRS for the Public Employee
Retirement Plan. For this purpose, benefits (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms of the Public Employee
Retirement Plan of the TCRS. Investments are reported at fair value.
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Postemployment Benefits

The Schools follows the provisions of Governmental Accounting Standards Board Statement No.
75, “Accounting and Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans.”

Termination Benefits

The Schools provide voluntary termination benefits for professional employees who agree to retire
before age 65. Payments are recorded as an expenditure in the General Purpose School Fund.
The estimated liability and related expense are reported in the departmental-wide financial
statements.

Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Interfund transfers are
reported as other financing sources/uses in governmental funds. Repayments from funds
responsible for particular expenditures/expenses to the funds that initially paid for them are not
presented on the financial statements.

Short-term amounts owed between funds are classified as “Due to/from other funds.” [nterfund
loans are classified as “Interfund notes receivable/payable.”

Extraordinary and Special Iltems

Extraordinary items are transactions or events that are both unusual in nature and infrequent in
occurrence. Special items are transactions or events that are within the control of the Board of
Education and that are either unusual in nature or infrequent in occurrence. Neither type of
transaction occurred during the fiscal year ended June 30, 2020.

Deferred Outflows/Inflows of Resources

In accordance with GASB Statement No. 63 and GASB Statement No. 65, the statement of net
position will sometimes report a separate section for deferred outflows of resources, in addition to
assets. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period(s) and so will not be recognized as an
outflow of resources (expense) until then. In addition to liabilities, the statement of net position will
sometimes report a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time.
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Deferred Qutflows/Inflows of Resources (Continued)

Deferred outflows/inflows of resources consist of the following at June 30, 2020:

Deferred Outflows of Resources:

Pension contributions subsequent to the measurement date — pension

Pension contributions subsequent to the measurement date — OPEB

Changes in proportionate and differences between contributions and
proportionate share of contributions — pension

Changes in proportionate and differences between contributions and
proportionate share of contributions — OPEB

Change in assumptions — pension

Change in assumptions — OPEB

Differences between expected and actual experience — pension

Differences between expected and actual experience — OPEB

Deferred Inflows of Resources:

Advance payments for School Food Service

Derivative Instrument — Interest Rate Swaps (Notes 6 and 7)

Differences between projected and actual earnings on pension
plan investments

Differences between expected and actual experience — pension

Differences between expected and actual experience — OPEB

Changes in proportionate and differences between contributions and
proportionate share of contributions — pension

Changes in proportionate and differences between contributions and
proportionate share of contributions — OPEB

Changes in assumptions — pension

Other

Recently Issued and Adopted Accounting Pronouncements

GASB has issued the following recent pronouncement that is effective in the current fiscal year:
Statement No. 95, Postponement of The Effective Dates of Certain Authoritative Guidance

The primary objective of this Statement is to provide temporary relief to governments and other
stakeholders in light of the COVID-19 pandemic. That objective is accomplished by postponing the
effective dates of certain provisions in Statements and Implementation Guides that first became
effective or are scheduled to become effective for periods beginning atter June 15, 2018, and later.
The effective dates of certain provisions contained in the following pronouncements, which have not

already been adopted by the Schools, are postponed by one year:

Governmental
Activities

$ 3,322,104
222,212

248,058

61,207
1,048,119
209,281
566,456
1,015,287

$ 6,692,724

$ 31,428
8,617,220

2,604,573
4,820,289
1,525,383

81,924
198,081

594,887
34,089

$ 18,507,874
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Recently Issued and Adopted Accounting Pronouncements (Continued)

Statement No. 84, Fiduciary Activities

Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction Period
Statement No. 90, Majority Equity Interests

Statement No. 91, Conduit Debt Obligations

Statement No. 92, Omnibus 2020

Statement No. 93, Replacement of Interbank Offered Rates

Implementation Guide No. 2019-1, Implementation Guidance Update — 2019

Implementation Guide No. 2019-2, Fiduciary Activities.

The effective dates of the following pronouncements are postponed by 18 months:

e Statement No. 87, Leases
e Implementation Guide No. 2019-3, Leases

As a result of this pronouncement, the Schools did not adopt any new accounting standards during
the year.

Long-Term Debt

The departmental-wide financial statements report long-term debt associated with the capital assets
that have been reported. Various debt issues were executed by the City of Oak Ridge, and the City
services these debt issues through its Debt Service Fund, not the Board of Education special
revenue funds. To reflect this activity in the Schools’ separately-issued statements, entries are
made for the principal and interest payments as transfers between the Debt Service Fund of the
City and the General Purpose School Fund of the Schools.

In the departmental-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities or proprietary fund type statement of net position. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds using the straight-line method that approximates the effective interest method. Bonds
payable are reported net of the applicable bond premiums or discount.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.
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Long-Term Debt (Continued)

General Obligation Bonds

The Schools through the City of Oak Ridge, Tennessee issues general obligation bonds to provide
funds for the acquisition and construction of major capital facilities. In addition, general obligation
bonds have been issued to refund other general obligation bonds. General obligation bonds are
direct obligations and pledge the full faith, credit, and taxing authority of the City of Oak Ridge,
Tennessee. General obligation bonds outstanding were issued for original terms of up to 25 years.
Repayment terms are generally structured with increasing amounts of principal maturing as interest
requirements decrease over the term of the debt. All bonds included in long-term debt as of
June 30, 2020 will be retired from the debt service funds.

Direct Borrowing and Direct Placements

The Schools through the City of Oak Ridge, Tennessee issues other loans to provide funds for the
acquisition and construction of major capital facilities. Capital outlay notes are also issued to fund
the capital facilities and other capital outlay purchases, such as equipment. Capital outlay notes
and other loans are direct obligations and pledge the full faith, credit, and taxing authority of the City
of Oak Ridge, Tennessee. Capital outlay notes and other loans outstanding were issued for original
terms of up to 20 years. Repayment terms are generally structured with increasing amounts of
principal maturing as interest requirements decrease over the term of the debt. All notes, and other
loans included in long-term debt as of June 30, 2020, will be retired from the debt service funds.

Fair Value of Financial Instruments

We use a framework for measuring fair value and disclosing fair values. We define fair value at the
price which would be received to sell an asset in an orderly transaction between market participants
at the measurement date. We use this framework for all assets and liabilities measured and
reported on a fair value basis and enable the reader of the financial statements to assess the inputs
used to develop those measurements by establishing a hierarchy for ranking the quality and
reliability of the information used to determine fair values. Each asset and liability carried at fair
value is classified into one of the following categories:

e Level 1 — Quoted market prices in active markets for identical assets or liabilities
e Level 2 — Observable market based inputs or unobservable inputs corroborated by market data
e Level 3 - Unobservable inputs not corroborated by market data

The fair value of current assets and current liabilities approximate to the carrying value due to the
short maturity of these instruments. The fair value of unconditional promises to give is estimated by
discounting the future cash flows using the current rates offered for deposits of similar remaining
maturities.

The fair values of long-term debt and other long-term liabilities approximate the carrying amounts
and are estimated based on current rates offered to us.
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Comparative Data

Comparative totals for the prior year have been presented in the accompanying combined financial
statements in order to provide an understanding of changes in the Schools' financial position and
operations. However, presentation of prior year totals by fund type has not been presented in each
of the statements since their inclusion would make the statements unduly complex and difficult to
read.

Total columns on the combined financial statements are captioned "memorandum only" to indicate
that they are presented only to facilitate financial analysis. Data in these columns do not present
financial position, results of operations, or changes in cash flows in conformity with accounting
principles generally accepted in the United States of America. Neither is such data comparable to a
consolidation. Interfund eliminations have not been made in the aggregation of this data. Certain
comparative data have been reclassified to present such amounts in a manner consistent with the
current year's presentation.

Deposits and Investments

The Schools follow GASB Statement No. 40, Deposits and Investment Risk Disclosures, that requires
disclosures about custodial credit risk, interest rate risk, credit risk and concentration of credit risk.

At June 30, 2020, the Schools had the following deposits and investments:

Description __Maturity Date Fair Value

Deposits:
Bank Deposits and Money Market Accounts N/A $ 17,690,651

A summary of the deposits and investments by fund at June 30, 2020 is as follows:

Bank Deposits:
Cash and Cash Equivalents —

General Purpose School Fund $15,414,472
Central Cafeteria Fund 970,514
Extended School Program Fund 97,039
Other Education Special Revenue Fund -
Oak Ridge Schools Internal Schoo! Funds 1,119,453
Scholarship Fund 89,173

Total Cash and Cash Equivalents $17,690,651

A reconciliation of cash and cash equivalents as shown on the statement of net position and the balance
sheet — governmental funds at June 30, 2020 is as follows:
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Total Bank Deposits $17,690,651
Less: Fiduciary Fund — Scholarship Fund (89,173)

Less: Fiduciary Fund — Oak Ridge Schools Internal School Funds (1,119,453)

Cash and Cash Equivalents — Statement of Net Position and
Balance Sheet $16,482,025

Deposits

State statutes authorize the Schools to deposit funds in banks, credit unions and the state and local
government investment pool (“SLGIP”) and repurchase agreements.

Deposit Policies

The Schools’ deposit policy is governed by the laws of the State of Tennessee. Deposits in financial
institutions are required by state statutes to be secured and collateralized by such institutions. The
collateral must meet certain requirements and must have a total minimum market value of 105% of the
value of the deposits placed in the institutions less the amount protected by federal depository insurance.

The Schools’ policy authorizes the investment of excess operating funds in various bank accounts, savings
accounts or certificates of deposits with a local bank or credit union located within the city limits. Banks or
credit unions shall be fully insured by the Federal Depository Insurance Corporation (“FDIC") or the
National Credit Union Administration (“NCUA"). In addition, local banks shall participate in the bank
collateral pool administered by the Treasurer of the State of Tennessee.

Deposits — Custodial Credit Risk

At June 30, 2020, the carrying amount of the Schools’ deposits (cash and cash equivalents) were
$17,690,651 and were held in financial institutions that were fully insured or participate in the bank
collateral pool administered by the Treasurer of the State of Tennessee.

Banks may use one of three different security pledges (90, 100 or 105%) depending on the specific bank
holding the deposit. Participating banks determine the aggregate balance of their public fund accounts for
the Schools. Collateral securities required to be pledged by the participating banks to protect their public
fund accounts are pledged to the State Treasurer on behalf of the bank collateral pool. The securities
pledged to protect these accounts are pledged in the aggregate rather than against each individual
account. The members of the pool may be required by agreement to pay an assessment to cover any
deficiency. Since the bank collateral pool covered all the Schools' deposits at June 30, 2020, they are
considered to be insured, fully collateralized and classified as Category 1, under GASB Statement No. 40,
for purposes of custodial credit risk disclosure.

Investment Policies — Excluding TCRS Stabilization Trust
State statutes authorize the Schools to invest in obligations of the federal government, federal agency

securities, state government, state local government investment pool (*SLGIP”), municipal bonds issued in
Tennessee, certificates of deposit, and other time deposits and repurchase agreements.
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Custodial Credit Risk: The Schools’ investment policy requires that investment securities be registered in
the name of Oak Ridge Schools. All safekeeping receipts for investment instruments are held in accounts
in the Schools’ name and all securities are registered in the Schools’ name.

Credit Risk: The Schools’ investment policy limits investments in federal agency securities and municipal
bonds, to the highest ratings by two of the nationally recognized ratings organizations, Standard and
Poor’s, Moody’s Investor Services, FITCH or A.M. BEST.

Interest Rate Risk: Investments are made based upon prevailing market conditions at the time of the
transaction with the intent to hold the instrument until maturity. If the yield of the portfolio can be improved
upon by the sale of an investment, prior to its maturity, with the reinvestment of the proceeds, then this
provision is also allowed.

In accordance with its investment policy, the Schools manage its interest rate risk by limiting the
weighted-average maturity of its investment portfolio in the governmental funds and proprietary fund to one
year or less. No security, at the time of purchase shall have a maturity exceeding one year. The Schools
manage its interest rate risk by limiting the weighted-average maturity of its investment portfolio in the
scholarship fund to ten years or less. No security, at the time of purchase in the scholarship fund, shall
have a maturity exceeding ten years.

Concentration of Credit Risk: The Schools may choose to maintain between 0% to 100%, or any portion
thereon, of its investment portfolio in U.S. Treasury Bills, Notes and Bonds, federal agencies, SLGIP,
certificates of deposit or repurchase agreements in accordance with state statutes. As of June 30, 2020,
the Schools did not maintain any investments; deposits were held in bank or money market accounts.

Investment Income - Scholarship Fund
Investment income in the Scholarship Fund for the year ended June 30, 2020 consisted of the following:

Interest 1,921

The Schools’ investment policy does not require diversification among authorized investment
broker-dealers. However, the policy requires the use of an investment broker-dealer who is registered with
the Securities Investor Protection Corporation (“SIPC”) and who maintains an office within the city limits.

Component Unit — Foundation
At December 31, 2019 (latest information available), the Foundation had the following deposits and

investments:
Bank Deposits:

Bank Deposits and Certificates of Deposit $ 193,709
Investments, at Fair Value:
Money Market Accounts 150,977
U.S. Treasury Bonds 448,574
Mutual Funds 3,929,591
Total Investments, at Fair Value 4. 529,142

Total $ 4,722,851
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Short-term investments held in money market accounts are reported as investments instead of cash
equivalents because the Foundation holds those funds for restricted purposes.

A reconciliation of investments as shown on the statement of net position at December 31, 2019 (latest
information available) is as follows:

Investments, at Fair Value — Current Assets $ 3,788,470
Investments, at Fair Value — Other Assets 740,672
$ 4,529,142

Investment gains (losses) for 2019 consisted of the following:

Interest and Dividends $ 217,513
Realized Gains (Losses) on Investments 36,347
Unrealized Gains (Losses) on Investments 447,027

$ 700,887

TCRS Stabilization Reserve Trust

Legal Provisions. Oak Ridge Schools is a member of the Tennessee Consolidated Retirement System
(TCRS) Stabilization Reserve Trust. The School has placed funds into the irrevocable trust as authorized
by statute under Tennessee Code Annotated (TCA), Title 8, Chapters 34-37. The TCRS Board of
Trustees is responsible for the proper operation and administration of the trust. Funds of trust members
are held and invested in the name of the trust for the benefit of each member. Each member's funds are
restricted for the payment of retirement benefits of that member's employees. Trust funds are not subject
to the claims of general creditors of the School.

The trust is authorized to make investments as directed by the TCRS Board of Trustees. The Oak Ridge
Schools may not impose any restrictions on investments placed by the trust on their behalf.

Investment Balances. Assets of the TCRS, including the Stabilization Reserve Trust, are invested in the
Tennessee Retiree Group Trust (TRGT). The TRGT is not registered with the Securities and Exchange
Commission (SEC) as an investment company. The State of Tennessee has not obtained a credit quality
rating for the TRGT from a nationally recognized credit ratings agency. The fair value of investment
positions in the TRGT is determined daily based on the fair value of the pool's underlying portfolio.

Furthermore, TCRS had not obtained or provided any legally binding guarantees to support the value of
participant shares during the fiscal year. There are no restrictions on the sale or redemption of shares.

Investments are reported at fair value. Securities traded on a national exchange are valued at the last
reported sales price. Investment income consists of realized and unrealized appreciation (depreciation) in
the fair value of investments and interest and dividend income. Interest income is recognized when
earned. Securities and securities transactions are recorded in the financial statements on a trade-date
basis. The fair value of assets of the TRGT held at June 30, 2020, represents the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants.
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TCRS Stabilization Reserve Trust (Continued)

Assets held are categorized for fair value measurement within the fair value hierarchy established by
GAAP. The hierarchy is based on the valuation inputs used to measure the fair value of the asset and give
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements).

e level 1 — Unadjusted quoted prices for identical assets or liabilities in active markets that can be
accessed at the measurement date.

¢ Level 2 — Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or
similar assets or liabilities in markets that are not active; assets or liabilities that have a bid-ask
spread price in an interactive dealer market, brokered market and principal-to-principal market; and
Level 1 assets or liabilities that are adjusted.

e Level 3 — Valuations derived from valuation techniques in which significant inputs are unobservable.

Investments, where fair value is measured using the Net Asset Value (NAV) per share have no readily
determinable fair value and have been determined to be calculated consistent with FASB principles for
investment companies.

Where inputs used in the measurement of fair value fall into different levels of the hierarchy, fair value of
the instrument in its entirety is categorized based on the lowest level input that is significant to the
valuation. This assessment requires professional judgement and as such management of the TRGT
developed a fair value committee that worked in conjunction with the plan’s custodian and investment
professionals to make these valuations. All assets held were valued individually and aggregated into
classes to be represented in the table below.

Short-term securities generally include investments in money market-type securities reported at cost plus
accrued interest.

Equity and equity derivative securities classified in Level 1 are valued using last reported sales prices
quoted in active markets that can be accessed at the measurement date. Equity and equity derivative
securities classified in Level 2 are securities whose values are derived daily from associated traded
securities. Equity securities classified in Level 3 are valued with last trade data having limited trading
volume.

US Treasury Bills, Bonds, Notes and Futures classified as Level 1 are valued using last reported sales
prices quoted in active markets that can be accessed at the measurement date. Debt and debt derivative
securities classified in Level 2 are valued using a bid-ask spread price from multiple independent brokers,
dealers, or market principals, which are known to be actively involved in the market. Level 3 debt
securities are valued using proprietary information, a single pricing source, or other unobservable inputs
related to similar assets or liabilities.

Real estate investments classified in Level 3 are valued using the last valuations provided by external
investment advisors or independent external appraisers. Generally, all direct real estate investments are
appraised by a qualified independent appraiser(s) with the professional designation of member of the
Appraisal Institute (MAI), or its equivalent, every three (3) years beginning from the acquisition date of the
property. The appraisals are performed using generally accepted valuation approaches applicable to the

property type.
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TCRS Stabilization Reserve Trust (Continued)

Investments in private mutual funds, traditional private equity funds, strategic lending funds and real estate
funds that report using GAAP, the fair value, as well as the unfunded commitments, were determined using
the prior quarter's NAV, as reported by the fund managers, plus the current cash flows. These assets
were then categorized by investment strategy. In instances where the fund investment reported using non-
GAAP standards, the investment was valued using the same method, but was classified in Level 3.

Teacher Hybrid Plan

At June 30, 2020, Oak Ridge Schools had the following Investments held by the trust on its behalf related
to its TCRS Teacher Hybrid Plan:

Weighted
Average
Maturity Fair
Investment (days) Maturities Value
Investments at Fair Value:
U.S. Equity N/A N/A $ 41,200
Developed Market International Equity N/A N/A 18,606
Emerging Market International Equity N/A N/A 5,316
U.S. Fixed Income N/A N/A 26,581
Real Estate N/A N/A 13,290
Short-term Securities N/A N/A 1,329
Investments at Amortized Cost Using the NAV:
Private Equity and Strategic Lending N/A N/A 26,581
Total $ 132,903
Amortized
Fair Value Measurements Using Cost
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Fair Value Assets Inputs Inputs
Investment by Fair Value Level 6/30/2020 (Level 1) (Level 2) (Level 3) NAV
U.S. Equity $ 41,200 $ 41,200 $ - $ - $ -
Developed Market
International Equity 18,606 18,606 - - -
Emerging Market
International Equity 5,316 5,316 - - -
U.S. Fixed Income 26,581 - 26,581 - -
Real Estate 13,290 - - 13,290 -
Short-term Securities 1,329 - 1,329 - -
Private Equity and
Strategic Lending 26,581 - - - 26,581

Total $ 132,903 $ 65,122 $ 27,910 $ 13,290 $ 26,581
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Non-Teacher Hybrid Plan

At June 30, 2020, Oak Ridge Schools had the following Investments held by the trust on its behalf related
to its TCRS Non-Teacher Hybrid Plan:

Weighted
Average
Maturity Fair
Investment (days) Maturities Value
Investments at Fair Value:
U.S. Equity N/A N/A $ 32,200
Developed Market International Equity N/A N/A 14,541
Emerging Market International Equity N/A N/A 4,155
U.S. Fixed Income N/A N/A 20,773
Real Estate N/A N/A 10,387
Short-term Securities N/A N/A 1,039
Investments at Amortized Cost Using the NAV:
Private Equity and Strategic Lending N/A N/A 20,773
Total $ 103,868
Amortized
Fair Value Measurements Using Cost
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Fair Value Assets Inputs Inputs
Investment by Fair Value Level 6/30/2020 (Level 1) (Level 2) (Level 3) NAV
U.S. Equity $ 32200 $ 32200 $ - 3 - $ -
Developed Market
International Equity 14,541 14,541 - - -
Emerging Market
International Equity 4,155 4,155 - - -
U.S. Fixed Income 20,773 - 20,773 - -
Real Estate 10,387 - - 10,387 -
Short-term Securities 1,039 - 1,039 - -
Private Equity and
Strategic Lending 20,773 - - - 20,773

Total $ 103,868 $ 50,896 $ 21812 $ 10,387 $ 20,773
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Deposits and Investments (Continued)

TCRS Stabilization Reserve Trust (Continued)

Non-Teacher Hybrid Plan (Continued)

Risk and Uncertainties. The trust's investments include various types of investment funds, which in turn
invest in any combination of stock, bonds and other investments exposed to various risks, such as interest
rate, credit, and market risk. Due to the level of risk associated with certain investment securities, it is at
least reasonably possible that changes in the values of investment securities will occur in the near term
and that such change could materially affect the amounts reported for trust investments.

Interest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The Oak Ridge Schools does not have the ability to limit trust investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk. Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Oak Ridge Schools does not have the ability to limit the credit ratings of individual
investments made by the trust.

Concentration of Credit Risk. Concentration of credit risk is the risk of loss attributed to the magnitude of
the trust’s investment in a single issuer. Oak Ridge Schools places no limit on the amount the trust may
invest in one issuer.

Custodial Credit Risk. Custodial credit risk for investments is the risk that, in the event of a failure of the
counterparty to a transaction, the trust will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. Pursuant to the trust agreement, investments are
held in the name of the trust for the benefit of the Oak Ridge Schools to pay retirement benefits of the
School's employees.

For further information concerning the School’s investments with the TCRS Stabilization Reserve Trust,
audited financial statements of the Tennessee Consolidated Retirement System may be obtained at
https://comptroller.tn.gov/content/dam/cot/sa/advanced-search/disclaimer/2020/ag19091.pdf.

Unconditional Promises to Give

The Foundation had the following pledges receivable at December 31, 2019 (latest information available):

Total Promises to Give $ 148,668
Less: Discounts to Net Present Value (9,772)
Less: Allowance for Uncollectible Promises to Give (7,343)
$ 131,553
Due Within One Year $ 60,542
Due Within One to Five Years 71,011

$ 131,553
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Capital Assets

Capital asset activity for the fiscal year ended June 30, 2020 was as follows:

Balance Balance
Governmental Activities June 30, 2019 Additions Deductions June 30, 2020
Capital assets, not being depreciated:
Land and land improvements $ 156,355 $ - $ - $ 156,355
Construction in progress 4,809,930 - 4,669,494 140,436
Total capital assets, not being
depreciated 4,966,285 - 4,669,494 296,791
Capital assets being depreciated:
Buildings and improvements 111,587,798 9,900,361 - 121,488,159
Vehicles 1,148,119 54,820 - 1,202,939
Buses 1,019,018 - 509,139 509,879
Machinery and equipment 12,589,668 111,607 14,510 12,686,765
Furniture and fixtures 1,579,909 - - 1,579,909
Computer software and telecom 1,994,805 15,000 - 2,009,805
Total capital assets, being
depreciated 129,919,317 10,081,788 523,649 139,477,456
Less accumulated depreciation:
Buildings and improvements 52,356,179 2,468,078 - 54,824,257
Vehicles 883,842 61,868 - 945,710
Buses 959,610 33,665 509,139 434,136
Machinery and equipment 8,207,964 826,835 14,510 9,020,289
Furniture and fixtures 947,391 78,995 - 1,026,386
Computer software and telecom 1,961,420 11,115 - 1,972,535
Total accumulated depreciation 65,316,406 3,480,556 523,649 68,273,313
Capital assets, being depreciated, net 64,602,911 6,601,232 - 71,204,143
Governmental activities capital assets, net § 69 56_9_L1 96 $ 6.601.232 $ 4669494 $ 71500934

Depreciation expense was charged to governmental functions as follows:

Instructional $ 3,295,080
Support services 106,481
Non-instructional 78,995

Total depreciation expense $ 3,480,556
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Long-Term Debt

Overview

All debt of the Schools is issued through the City of Oak Ridge, Tennessee. The debt issues related to the
Schools contain provisions that in the event of a default, outstanding amounts are to become immediately
due if the City is unable to make a payment.

Long-term debt at June 30, 2020 consisted of the following:

General Obligation Bonds $39,326,625
Qualified Zone Academy Bonds ("QZAB") 509,419
Local Government Public Improvement Bonds 33,432,288
Capital Outlay Notes 2,920,774
76,189,106
Less: Unamortized Discounts -
Add: Unamortized Premiums 2,177,804
78,366,910
Less: Current Portion (4,570,972)
Total Long-Term Debt $73,795,938

Interest expense recorded in the departmental-wide statement of activities consisted of the following:

Interest Paid $ 2,894,860
Amortization of Bond Premiums 685,669
Accrued Interest Payable — Net Change (35,134)
Total $ 3,545,395

Activity

Long-term debt activity for the year ended June 30, 2020 is as follows:

Balance Retirements/ Balance Due Within
July 1, 2019 Additions Reductions June 30, 2020 One Year
General Obligation Bonds $ 41,124,149 $15,713,000 $ (17,510,524) $ 39,326,625 $ 3,785,689
QZAB 1,018,837 - (509,418) 509,419 509,419
Local Government Public
Improvement Bonds 33,507,288 - (75,000) 33,432,288 35,000
Direct Borrowings and Direct
Placements:
Capital Outlay Notes 2,508,196 532,110 (119,532) 2,920,774 240,864
Total 78,158,470 16,245,110 (18,214,474) 76,189,106 4,570,972
Unamortized Premiums 1,492,134 1,317,983 (632,313) 2,177,804 -

Total $ 79,650,604 17,563,093 $ (18,846,787) $ 78,366,910 $ 4,570,972
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Long-Term Debt (Continued)

General Obligation Bonds

General Obligation Bonds (*GQO”) consisted of the following at June 30, 2020:

Series 2015A GO Refunding Bond, issuance of $9,140,000, maturing in

2024 with interest rates of 2.00% to 5.00% $ 4,900,000

Series 2015B GO Refunding Bond, issuance of $9,445,000, maturing in

2032 with interest rates of 2.00% to 3.00% 9,190,000

Series 2017 GO Refunding Bond, issuance of $3,905,000, maturing in

2033 with interest rates of 2.25% to 5.00% 3,460,912

Series 2018 GO Refunding Bond, issuance of $8,700,000, maturing in

2043 with interest rates of 3.00% to 5.00% 8,547,713

Series 2019 GO Refunding Bond, issuance of $15,713,000, maturing in

2038 with interest rates of 2.00% to 5.00% 13,228,000
$ 39,326,625

In December 2015, the Schools, through the City of Oak Ridge, issued $9,140,000 in General Obligation
Refunding Bonds, Series 2015A, to refund outstanding general obligation debt.

In December 2015, the Schools, through the City of Oak Ridge, issued $9,445,000 in General Obligation
Refunding Bonds, Series 2015B, to refund outstanding general obligation debt.

In December 2017, the Schools, through the City of Oak Ridge, issued $3,905,000 General Obligation
Refunding Bonds, Series 2015B, to refund outstanding general obligation debt at the City and borrow
additional funds for capital projects at the Schools.

In December 2018, the Schools, through the City of Oak Ridge, issued $8,700,000 General Obligation
Bonds, Series 2018 to fund capital projects at the Schools.

In September 2019, the Schools, through the City of Oak Ridge, issued $15,713,000 General Obligation
Bonds, Series 2019 to fund capital projects at the Schools.

Qualified Zone Academy Bonds

Qualified Zone Academy Bonds (“QZAB") consisted of the following at June 30, 2020:
Series 2004 QZAB issue of $7,049,360 maturing in 2021 (Interest Free) $ 440,585
Series 2005 QZAB issue of $1,032,500 maturing in 2021 (Interest Free) 68,834

$ 509,419
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Qualified Zone Academy Bonds (Continued)

The Schools, through the City of Oak Ridge, issued $7,049,360 in QZAB in fiscal year 2005 and
$1,032,500 in fiscal year 2006. QZAB's are a federal program, administered through state departments of
education, which provides interest free loans to finance eligible school renovations. The Tennessee
Department of Education and the State Comptroller’s Office are administrators of the loan. The Foundation
will fund the Schools’ required private contribution. Immediately upon issuance, the debt proceeds were
deposited with the State to be drawn by the Schools as expenditures occur. A $509,418 annual loan
payment is scheduled each year through December 2021. The actual payment required by the City will be
adjusted by the State each year, reflecting an adjustment for interest earned on the bond escrow account.

Notes Payable

Notes payable consisted of the following at June 30, 2020:

2008 note payable of $7,752,287 loan agreement TMBF, maturing
in 2027 with a variable interest rate of 0.90% (as of June 30, 2020) $ 7,557,288

2009 note payable of $21,140,000 loan agreement Series 2009
Bonds VII-E-1, maturing in 2036 with a variable interest rate of
4.31% (as of June 30, 2020) 21,140,000

2009 note payable of $4,735,000 loan agreement Series 2009
Bonds VI-M-1, maturing in 2029 with a variable interest rate of
4.32% (as of June 30, 2020) 4,735,000

$ 33,432,288

During the year ended June 30, 2008, the Schools, through the City of Oak Ridge, entered into a
$4,945,987 loan agreement with the Tennessee Municipal Bond Fund (“TMBF”) program to fund a portion
of the Oak Ridge High School ("*ORHS”) project. Scheduled principal payments continue through 2027.
The interest rate is variable and was approximately 0.90% for the year ended June 30, 2020. During the
year ended June 30, 2009, the Schools borrowed an additional $2,806,300 for the ORHS project.

During the year ended June 30, 2009, the Schools, through the City of Oak Ridge, issued Series VII-E-1
bonds for $21,140,000. The bonds were used to refinance a $10,000,000 loan agreement with the Public
Building Authority of Sevier County as part of the TN-Loans program originally issued on December 1,
2004. The bonds were also used to refinance an $11,000,000 portion of the $15,675,000 loan agreement
with the Public Building Authority of Sevier County as part of the TN-Loans program originally issued on
November 22, 2006. Principal payments begin in 2029 with maturity in 2036. The bonds retain the interest
rate swap agreements that were associated with the loan agreements that were refinanced (see Note 6
and Note 7). Annual interest payments are amortized using a variable interest rate, which was
approximately 4.31% for the year ended June 30, 2020.

During 2009, the Schools, through the City of Oak Ridge, issued Series VI-M-1 bonds for $4,735,000. The
bonds were used in a current refunding of the 2006 Series VI-H-1 bonds (see Note 6 and Note 7).
Principal payments begin in 2026 with maturity in 2029. Annual interest payments are amortized using a
variable interest rate, which was approximately 4.32% for the year ended June 30, 2020.
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Capitalized Outlay Note

In October 2017, the Schools, through the City of Oak Ridge, issued $3,000,000 Energy Efficient Schools
Capital Outlay Note to make energy efficient improvements to the various school buildings. Interest rate is
1%.

Debt Service Requirements — All Long-Term Debt

The annual debt service requirements of all long-term debt as of June 30, 2020 is as follows:

Principal Interest Totals

2021 $ 4,570,972 $ 3,329,434 $ 7,900,406
2022 5,069,640 3,050,251 8,119,891
2023 5,120,223 2,791,584 7,911,807
2024 4,951,099 2,641,409 7,592,508
2025 4,962,000 2,523,696 7,485,696
2026-2030 21,253,759 10,144,428 31,398,187
2031-2035 22,283,413 4,861,958 27,145,371
2036-2040 6,358,000 758,558 7,116,558
2041-2043 1,620,000 123,000 1,743,000
$ 76,189,106 $ 30,224,318 $ 106,413,424

Interest Rate Swap
$15,675,000 Swap

On November 22, 2006, the Schools, through the City of Oak Ridge, entered into a $15,675,000 loan
agreement with the Public Building Authority of Sevier County as part of the TN-LOANs program to fund a
portion of the costs for renovation and new construction of the Oak Ridge High School Project. Principal
payments are to occur on the loan from 2025 to 2036. Under its loan agreement, the Public building
Authority of Sevier County, TN (the “Authority”), at the request of the City, has entered into an interest rate
swap agreement for all of the outstanding Local Government Improvement Bonds, Series VI-H-1. The
$15,675,000 interest rate swap is classified as an investment derivative due to the hedge becoming
ineffective during the year ended June 30, 2010 and continues to be ineffective for the year ended June 30,
2020 (See Note 7).

Obijective of the Interest Rate Swap — In order to protect against the potential of rising interest rates and to
balance its mixture of variable and fixed rate debt, the City requested the Authority, on its behalf, to enter
into an interest rate swap in connection with its $15,675,000 Series VI-H-1 variable-rate bonds. The
intention of the swap was to effectively change the City’s variable interest rate on the bonds to a synthetic
fixed rate. $11,000,000 of the Series VI-H-1 bonds have since been refunded with a portion of the
proceeds of the Series VII-E-1 bonds; the related portion of the interest rate swap is now associated with
the Series VII-E-1 bonds. The remaining $4,675,000 of the Series VI-H-1 bonds have since been refunded
with a portion of the Series VI-M-1 bonds; the related portion of the interest rate swap is now associated
with the Series VI-M-1 bonds.

Terms — Under the swap, the Authority pays the counterparty a fixed payment of 3.536% and receives a
variable payment computed as 63% of the five-year London Interbank Offered Rate (LIBOR). The swap
has a notional amount of $15,675,000 and the associated variable-rate bond has a $15,675,000 principal
amount. At no time will the notional amount on the interest rate swap agreement exceed the outstanding
principal of the Series VII-E-1 bonds and/or Series VI-M-1. The bonds’ variable rates have historically
approximated the Securities Industry and Financial Markets Association Index (the “SIFMA"). The bonds
and the related swap agreement mature on June 1, 2036.
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Interest Rate Swap (Continued)

$15,675,000 Swap (Continued)

As of June 30, 2020, rates were as follows:

Terms Rates

Fixed Payment to Counterparty Fixed 3.536 %
Variable Payment from Counterparty % of LIBOR (0.206)
Net Interest Rate Swap Payments 3.330
Variable-Rate Bond Coupon Payments 0.638
On-going Variable-Rate Bond Payments 0.200
Effective Synthetic Interest Rate on Bonds 4.168 %

Fair Value — As of June 30, 2020, the swap had a negative fair value of ($4,968,411). The negative fair
value of the swap may be countered by reductions in total interest payments required under the
variable-rate bond, creating lower synthetic rates. Because the rates on the government's variable-rate
bonds adjust to changing interest rates, the bonds do not have a corresponding fair value increase. The
fair value model calculates future cash flows by projecting forward rates, and then discounts those cash
flows at their present value.

Credit Risk — As of June 30, 2020, the City was not exposed to credit risk because the swap had a
negative fair value. However, should interest rates change and the fair value of the swap becomes
positive, the City would be exposed to credit risk in the amount of the derivative’s fair value. In order to
mitigate the potential for credit risk, the Authority, on behalf of the City, entered into the interest rate swap
agreement with Depfa Bank, who was rated “A+” by Standard and Poor’s, “AA-* by Fitch Ratings and “Aa3”
by Moody’s Investor Service at the time the interest rate swap agreement was entered into. If Depfa’s
credit rating is downgraded, the counterparty is required to post collateral with a third-party custodian. As
of June 30, 2020, Depfa’s credit rating had been downgraded and was rated by Moody’s and Standard and
Poor’s at “A2/A-". The counterparty has posted all collateral requirements with a third-party custodian.

Basis Risk — As noted above, the swap exposes the City to basis risk should the rate on the bonds
increase to above 63% of LIBOR, thus increasing the synthetic rate on the bonds. If a change occurs that
results in the rate on the bonds to be below 63% of LIBOR, then the synthetic rate on the bonds will
decrease.

Termination Risk — The derivative contract uses the International 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 Authority or the
counterparty may terminate the swap if the other party fails to perform under the terms of the contract. If
the swap is terminated, the variable-rate bond would no longer carry a synthetic interest rate. Also, if at the
time of termination the swap has a negative fair value, the Authority would be liable to the counterparty for
a payment equal to the swap’s fair value. Likewise, if the swap has a positive fair value at termination, the
counterparty would be liable to the Authority for a payment equal to the swap’s fair value.

Swap Payments and Associated Debt — As of June 30, 2020, debt service requirements of the variable-rate
debt 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 will vary.
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$15,675,000 Swap (Continued)

Variable Rate Bonds

Net Interest

Fiscal Year Rate Swap
Ending June 30 Principal Interest Payment Total
2021 $ 0 $ 99,975 $ 522,055 $ 622,030
2022 0 99,975 522,055 622,030
2023 0 99,975 522,055 622,030
2024 0 99,975 522,055 622,030
2025 0 99,975 522,055 622,030
2026-2030 7,950,000 402,771 2,103,207 10,455,978
2031-2035 5,250,000 216,533 1,130,703 6,597,236
2036 2,475,000 15,786 82,430 2,573,216
$ 15,675,000 $ 1,134,965 $ 5,926,615 $ 22,736,580
$10,000,000 Swap

On December 1, 2004, the Schools, through the city of Oak Ridge, entered into a $10,000,000 loan
agreement with the Public Building Authority of Sevier County as part of the TN-LOANs program to fund a
portion of the costs for renovation and new construction of the Oak Ridge High School Project. Principal
payments are to occur on the loan from 2031 to 2033. Under its loan agreement, the Public Building
Authority of Sevier County, TN (the “Authority”), at the request of the City, has entered into an interest rate
swap agreement for all of the outstanding Local Government Improvement Bonds, Series VI-D-3. The
$10,000,000 interest rate swap is classified as an investment derivative due to the hedge becoming
ineffective during the year ended June 30, 2011 and continues to be ineffective for the year ended June 30,
2020 (See Note 7).

Obijective of the Interest Rate Swap — In order to protect against the potential of rising interest rates and to
balance its mixture of variable and fixed rate debt, the City requested the Authority, on its behalf, to enter
into an interest rate swap in connection with its $10,000,000 Series VI-D-3 variable-rate bonds. The
intention of the swap was to effectively change the City’s variable interest rate on the bonds to a synthetic
fixed rate. The Series VI-D-3 bonds have since been refunded with a portion of the proceeds of the 2009
Series VII-E-1 bonds and the interest rate swap is now associated with the Series VII-E-1 bonds.

Terms — Under the swap, the Authority pays the counterparty a fixed payment of 3.725% and receives a
variable payment computed as 63.50% of the five-year London Interbank Offered Rate (LIBOR). The swap
has a notional amount of $10,000,000 and the associated variable-rate bond has a $10,000,000 principal
amount. At no time will the notional amount on the interest rate swap agreement exceed the outstanding
principal of the Series VII-E-1 bonds. The bonds’ variable rates have historically approximated the
Securities Industry and Financial Markets Association Index (the “SIFMA”). The bonds and the related
swap agreement mature on June 1, 2033.
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$10,000,000 Swap (Continued)

As of June 30, 2019, rates were as follows:

Terms Rates

Fixed Payment to Counterparty Fixed 3.725 %
Variable Payment from Counterparty % of LIBOR (0.207)
Net Interest Rate Swap Payments 3.518
Variable-Rate Bond Coupon Payments 0.638
On-going Variable-Rate Bond Payments 0.200
Effective Synthetic Interest Rate on Bonds 4,356 %

Fair Value — As of June 30, 2020, the swap had a negative fair value of ($3,648,809). The negative fair
value of the swap may be countered by reductions in total interest payments required under the
variable-rate bond, creating lower synthetic rates. Because the rates on the government's variable-rate
bonds adjust to changing interest rates, the bonds do not have a corresponding fair value increase. The
fair value model calculates future cash flows by projecting forward rates, and then discounts those cash
flows at their present value.

Credit Risk — As of June 30, 2020, the City was not exposed to credit risk because the swap had a
negative fair value. However, should interest rates change and the fair value of the swap becomes
positive, the City would be exposed to credit risk in the amount of the swap's fair value. The swap
counterparty, Raymond James Financial Products (“RJFP” formerly Morgan Keegan Financial Products)
was rated “Baa1/BBB+”" by Moody's and Standard and Poor’s as of June 30, 2020, with its Credit Support
Provider, Deutsche Bank, rated “A3/BBB+/A-" by Moody’s, Standard & Poor’s and Fitch, respectively.

Basis Risk — As noted above, the swap exposes the City to basis risk should the rate on the Bonds
increase to above 63.5% of LIBOR, thus increasing the synthetic rate on the bonds. If a change occurs
that results in the rate on the Bonds to be below 63.5% of LIBOR, then the synthetic rate on the bonds will
decrease.

Termination Risk — The swap contract uses the International 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 Authority or the counterparty may
terminate the swap if the other party fails to perform under the terms of the contract. If the swap is
terminated, the variable-rate bond would no longer carry a synthetic interest rate. Also, if at the time of
termination the swap has a negative fair value, the Authority would be liable to the counterparty for a
payment equal to the swap’s fair value. Likewise, if the swap has a positive fair value at termination, the
counterparty would be liable to the Authority for a payment equal to the swap's fair value.

Swap Payments and Associated Debt — As of June 30, 2020, debt service requirements of the variable-rate
debt 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 will vary.
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$10,000,000 Swap (Continued)

Variable Rate Bonds

Net Interest

Fiscal Year Rate Swap
Ending June 30 Principal Interest Payment Total

2021 $ 0 $ 63,780 $ 351,786 $ 415,566
2022 0 63,780 351,786 415,566
2023 0 63,780 351,786 415,566
2024 0 63,780 351,786 415,566
2025 0 63,780 351,786 415,566
2026-2030 0 318,900 1,758,932 2,077,832
2031-2033 10,000,000 148,607 819,662 10,968,269
$ 10,000,000 $ 786,407 $ 4,337,524 $ 15,123,931

7. Derivative Instruments

At June 30, 2020, the Schools had the following derivative instruments outstanding:

Original
Notional Effective Maturity
Instrument/Type Objective Amount Date Date Terms
Interest Rate Swap:
$15,675,000 Swap Variable to Synthetic $15,675,000 11/22/2006 06/01/2036 Pay 3.536% and received
Fixed Rate Swap 63% of five year LIBOR
$10,000,000 Swap Variable to Synthetic $10,000,000 12/01/2004 06/01/2033 Pay 3.725% and received
Fixed Rate Swap 63.5% of five year LIBOR

The fair value balances and notional amounts of derivative instruments outstanding at June 30, 2020,
classified by type and changes in fair value for the year ended June 30, 2020, are reported in the current
year's financial statements as follows:

Governmental Activities

Change in Fair Value Fair Value at 6/30/2020 6/30/2020
Notional
Type Classification Amount Classification Amount Amount
Investment Derivative:
Pay-fixed Interest Rate Swap:
$15,675,000 Investment Gain $ 1,320,889 Debt $ (4,968,411) $15,675,000
$10,000,000 Investment Gain 944,968 Debt (3,648,809) $10,000,000

$ 2,265857 $ (8,617,220)
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Derivative Instruments (Continued)

Interest rate swaps are classified as a hedging derivative instrument if the instrument meets certain
effectiveness criteria established by GASB Statement No. 53, Accounting and Financial Reporting for
Derivative Instruments. The interest rate swap agreements described above did not meet criteria to be an
effective hedge; therefore, these swaps are classified as investment derivatives.

Other Long-Term Liabilities

Changés in other long-term liabilities for the year ended June 30, 2020 were as follows:

Beginning Ending Due Within

Balance Additions Reductions Balance One Year
OPEB Obligations $ 5,769,324 $ - $ (704,499) $ 5,064,825 $ -
Compensated Absences 414,814 87,978 - 502,792 502,792
Termination Benefits 516,639 97,586 (70,242) 543,983 91,723
Total $ 6,700,777 $ 185,564 $ (774741) $ 6,111,600 $ 594,515

The Schools use the General Purpose School Fund to liquidate the liability for compensated absences and
termination benefits payable for governmental activities. The State of Tennessee makes on-behalf
payments for the other postemployment benefit (OPEB) obligation as described in Note 17. Compensated
absences are considered a current liability due to prior years’ experience of paying these amounts within
one year. Other postemployment benefit obligations and termination benefits are described in Note 16 and
Note 18, respectively.

Fund Balances

The amounts reported on the balance sheets of the governmental funds as non-spendable, restricted and
committed as of June 30, 2020 consists of the following:

Fund Balances

Governmental Funds Non-Spendable Restricted Committed
General Purpose School Fund $ 41,429 $ 3,695,684 $ 520,553
School Federal Projects - - -
Other Education Special Revenue Fund - 7,784 -
Extended School Program Fund - - 75,957
Central Cafeteria Fund 28,909 924,460 -

Total $ 70,338 $4,627,928 $ 596,510
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Net Position

Net position represents the difference between assets, liabilities and deferred inflows of resources. Net

position at June 30, 2020 is as follows:
Governmental Activities

Primary Component Unit —
Government Foundation
Net Investment in Capital Assets:
Net Capital Assets $ 71,500,934 $ -
Less: Related Debt — Net of Discounts, Premiums and
Unspent Debt Proceeds (78,366,910) -
(6,865,976) -
Restricted:
Career Ladder — State of Tennessee - -
Cafeteria 953,369 -
Grants and Other 7,784 1,187,529
Pension 9,140,843 -
SRT investment held by TCRS 236,771 -
Unspent bond proceeds 3,458,913 -
13,797,680 1,187,529
Unrestricted (Deficit) (7,960,515) 3,685,760
Total $ (1,028,811) $ 4,873,289

Restricted net position for career ladder is a bonus program to incentivize school staff to attain additional
education beyond their degree.

Local Taxes

In accordance with various state laws, the Schools receive a pro-rata share of property taxes, local option
sales taxes, mineral severance taxes and mixed drink taxes from Anderson and Roane counties. These
local taxes are divided between Oak Ridge Schools and the respective county schools based upon the
annual weighted-average daily attendance.

The counties assess the property values, set the tax rate, bill and collect the taxes. County property taxes
are based upon assessments on January 1, levied on October 1 and becoming delinquent the following
March 1. Penalties and interest on delinquent property taxes are recognized when collected.

The local option sales tax, mineral severance tax and mixed drink tax are collected by the Tennessee
Department of Revenue and remitted to the counties and then remitted to the Schools.

The Schools recognized the following local tax revenues in the General Purpose School Fund during the
year ended June 30, 2020:

Amount % of Revenues
Property Taxes $11,445,587 16.16%
Local Option Sales and Mineral Severance Taxes 7,094,673 10.02%
Mixed Drink Taxes 192 0.00%

Total $18,540,452 26.18%
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Interfund Receivables, Payables and Transfers

Interfund Receivables and Payables
A detailed listing of interfund receivables and payables at June 30, 2020 is as follows:

Due From Due To Amount

Governmental Activities:

School Federal Projects Fund General Purpose School Fund $ 245,396
Other Education Special Revenue General Purpose School Fund 25,550
Governmental Activities Total $ 270,946

In the fund financial statements, interfund receivables and payables from short-term borrowings between
the funds is primarily due to federal grant activity and are classified as “due to/from other funds.” The
governmental activities amounts are eliminated in the departmental-wide statement of net position.

Transfers

Transfers between the individual funds and the City of Oak Ridge during the year ended June 30, 2020
were as follows:

Transfers In Transfers Out Amount

Governmental Activities:

General Purpose School Fund City's General Fund $24,350,126
General Purpose School Fund Schools Federal Projects Fund 116,856
Other Education Special Revenue Fund General Purpose School Fund 73,256
General Purpose School Fund Extended School Program 10,000

The City provides an annual operating transfer from its General Fund to the Schools’ General Purpose
School Fund. The transfer of $24,350,126 during the year ended June 30, 2020 was 33.31% of total
revenues and other sources. The transfer of $116,856 from the Schools Federal Projects Fund is for
indirect costs. The transfer of $73,256 to the Other Education Special Revenue Fund is considered the
Schools’ local match for the Family Resource Program grant. The transfer of $10,000 from the Extended
School Program is for indirect costs.

In order to account for certain capital outlays, debt issuance and debt service payments for school related
projects made by the City during the current year, the following transfers were recorded:

Transfers In Transfers Out Amount Purpose

Governmental Activities:

City Debt Service Fund General Purpose School Fund $16,245,110 Debt Issuance
General Purpose School Fund City Debt Service Fund 20,247,261 Debt Service
General Purpose School Fund City Capital Projects Fund 4,854,012 Capital Projects

During 2020, the Foundation made a $404,288 payment to the City to fund school related debt.
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Budget Amendments

The Schools amended the budgeted expenditures and transfers for the year ended June 30, 2020 as
follows:

Changes in
Governmental Fund Original Budget Appropriations Final Budget
General Purpose School Fund $ 59,204,638 $ (46,055) $ 59,158,583
School Federal Projects Fund 3,861,611 - 3,861,611
Other Education Special Revenue Fund 181,848 46,057 227,905
Extended School Program Fund 473,067 - 473,067
Central Cafeteria Fund 2,358,891 - 2,358,891

The additional appropriations were approved by the Board of Education and City Council as required.

Risk Management

Oak Ridge Schools is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omission; injuries to employees; and natural disasters. The Schools’ loss
exposure for general liability and worker's compensation is limited by state law.

The Schools maintain general liability, auto liability, auto physical damage, errors and omissions, and
worker's compensation insurance through the Tennessee Risk Management Trust (“TNRMT"), a public
entity risk pool operated as a risk-sharing program by the Tennessee School Board Association ("TSBA").
This pool is sustained by member premiums and, because the pool has excess aggregate and individual
claim loss reinsurance coverage, management considers any related credit risk to be insignificant.

The Schools continue to carry commercial insurance for all other risks of loss. Settled claims resulting from
these risks have not exceeded insurance coverage in any of the past three years.

Public Employee Retirement System

Oak Ridge City Schools Teacher Hybrid Retirement Plan of TCRS

Plan description. The Tennessee Consolidated Retirement System (TCRS) was created by state statute
under Tennessee Code Annotated Title 8, Chapters 34-37. The TCRS Board of Trustees is responsible for
the proper operation and administration of all employer pension plans in the TCRS. The Tennessee
Treasury Department, an agency in the legislative branch of state government, administers the plans of the
TCRS. The TCRS issues a publically available financial report that can be obtained at
https://treasury.tn.gov/Retirement/Boards-and-Governance/Reporting-and-Investment-Policies.

Teachers employed by Oak Ridge City Schools with membership in the TCRS before July 1,2014 are
provided with pensions through the Teacher Legacy Pension Plan, a cost sharing multiple-employer
pension plan administered by the TCRS. The Teacher Legacy Pension Plan closed to new membership on
June 30, 2014, but will continue providing benefits to existing members and retirees.

Beginning July 1, 2014, the Teacher Retirement Plan became effective for teachers employed by Local
Education Agencies (LEA) after June 20, 2014. The Teacher Retirement Plan is a separate cost-sharing,
multiple-employer defined benefit plan.
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Public Employee Retirement System (Continued)

Oak Ridge City Schools Teacher Hybrid Retirement Plan of TCRS (Continued)

Benefits provided. Tennessee Code Annotated Title 8, Chapters 34-37 establishes the benefit terms and
can be amended only by the Tennessee General Assembly. Members of the Teacher Retirement Plan are
eligible to retire with unreduced benefit at age 65 with 5 years of service credit or pursuant to the rule of 90
in which the member's age and service credit total 90. Benefits are determined by a formula using the
member’s highest five consecutive year average compensation and the member's years of service credit.
A reduced early retirement benefit is available at age 60 and vested or pursuant to the rule of 80.
Members are vested with five years of service credit. Service related disability benefits are provided
regardless of length of service. Five years of service is required for non-service related disability eligibility.
The service related and non-service related disability benefits are determined in the same manner as
service related retirement benefits but are reduced 10 percent and include projected service credits. A
variety of death benefits are available under various eligibility criteria. Member and beneficiary annuitants
are entitled to automatic cost of living adjustments (COLAs) after retirement. A COLA is granted each July
for annuitants retired prior to the 2™ of July of the previous year. The COLA is based on the change in the
consumer price index (CPI) during the prior calendar year, capped at 3 percent, and applied to the current
benefit. No COLA is granted if the change in the CPl is less than one-half percent. A one percent COLA is
granted if the CPI change is between one-half percent and one percent. A member who leaves
employment may withdraw their employee contributions, plus any accumulated interest. Under the
Teacher Retirement Plan, benefit terms and conditions, including COLAs, can be adjusted on a prospective
basis. Moreover, there are defined cost controls and unfunded liability controls that provide for the
adjustment of benefit terms and conditions on an automatic basis.

Contributions. Contributions for teachers are established in the statutes governing the TCRS and may only
be changed by the Tennessee General Assembly or by automatic cost controls set out in law. Teachers
contribute 5 percent of salary. The LEAs make employer contributions at the rate set by the Board of
Trustees as determined by an actuarial valuation. Per the statutory provisions governing the TCRS, the
employer contribution rate cannot be less than 4 percent, except in years when the maximum funded level,
as established by the TCRS Board of Trustees, is reached. By law, employer contributions for the Teacher
Retirement Plan are required to be paid. The TCRS may intercept state shared taxes of the sponsoring
governmental entity of the LEA if required employer contributions are not remitted. Employer contributions
by Oak Ridge Schools for the year ended June 30, 2020 to the Teacher Retirement Plan were $75,696
which is 1.97 percent of covered payroll. In addition, employer contributions of $69,915, which is 2.03
percent of covered payroll were made to the Pension Stabilization Reserve Trust Fund to fund future
pension costs. The employer rate, when combined with member contributions, is expected to finance the
costs of benefits earned by the members during the year, the cost of administration, as well as an
amortized portion of any unfunded liability.

Pension Liabilities (Assets), Pension Expense (Negative Pension Expense), and Deferred Outflows
of Resources and Deferred Inflows of Resources related to Pension

Pension liabilities (assefs). At June 30, 2020, Oak Ridge Schools reported a liability (asset) of ($155,406)
for its proportionate share of the net pension liability (asset). The net pension liability (asset) was
measured as of June 30, 2019, and the total pension asset used to calculate the net pension liability
(asset) was determined by an actuarial valuation as of that date. Oak Ridge Schools’ proportion of the net
pension liability (asset) was based on Oak Ridge Schools’ share of contributions to the pension plan
relative to the contributions of all participating LEAs. At the measurement date of June 30, 2019, Oak
Ridge Schools’ proportion was 0.275306 percent. The proportion measured as of June 30, 2018 was
0.232039 percent.
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Public Employee Retirement System (Continued)

Oak Ridge City Schools Teacher Hybrid Retirement Plan of TCRS (Continued)

Pension Liabilities (Assets), Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources related to Pension (Continued)

Pension Expense (negative pension expense). For the year ended June 30, 2020, Oak Ridge Schools
recognized pension expense (negative pension expense) of $47,588.

Deferred outflows of resources and deferred inflows of resources. For the year ended June 30, 2020, Oak
Ridge Schools reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual
experience $ 6,444 $ 27,130
Net difference between projected and actual
earnings on pension plan investments - 6,570
Change in assumptions 5,400 -
Changes in proportion of Net Pension
Liability (Asset) 8,409 23,054
LEA's contributions subsequent to the
measurement date of June 30, 2019 75,696 n/a
Total $ 95,949 $ 56,754

Oak Ridge Schools’ employer contributions of $75,696, reported as pension related deferred outflows of
resources subsequent to the measurement date, will be recognized as an increase of net pension liability
(asset) in the year ended June 30, 2021. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Total

Year Ended June 30:

2021 $ (4,478)
2022 (5,483)
2023 (3,640)
2024 (2,701)
2025 (2,433)
Thereafter (17,766)

In the table shown above, positive amounts will increase pension
expense while negative amounts will decrease pension expense.
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Oak Ridge City Schools Teacher Hybrid Retirement Plan of TCRS (Continued)

Actuarial assumptions. The total pension liability as of June 30, 2019 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.5 percent

Salary increases Graded salary ranges from 8.72 to 3.44 percent based on
age, including inflation, averaging 4.00 percent

Investment rate of return 7.25 percent, net of pension plan investment expenses,
including inflation

Cost-of-Living Adjustment 2.25 percent

Mortality rates were based on actual experience including an adjustment for some anticipated
improvement.

The actuarial assumptions used in the June 30, 2019 actuarial valuation were based on the results of an
actuarial experience study performed for the period July 1, 2012 through June 30, 2016. The demographic
assumptions were adjusted to more closely reflect actual and expected future experience.

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees in conjunction with the June 30, 2016 actuarial experience study. A blend of future capital market
projections and historical market returns was used in a building-block method in which a best-estimate of
expected future real rates of return (expected returns, net of pension plan investment expense and
inflation) is developed for each major asset class. These best-estimates are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return by the target asset
allocation percenlage and by adding expected inflation of 2.5 percent. The beet-estimates of geometric
real rates of return and the TCRS investment policy target asset allocation for each major asset class are
summarized in the following table:

Long-Term
Expected Real
Rate of
Asset Class Return Target Allocation
U.S. equity 5.69% 31%
Developed market international equity 5.29% 14%
Emerging market international equity 6.36% 4%
Private equity and strategic lending 5.79% 20%
U.S. fixed income 2.01% 20%
Real estate 4.32% 10%
Short-term securities 0.00% 1%

100%
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Oak Ridge City Schools Teacher Hybrid Retirement Plan of TCRS (Continued)

Actuarial assumptions (continued)

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees as 7.25 percent based on a blending of the factors described above.

Discount rate. The discount rate used to measure the total pension liability was 7.25 percent. The
projection of cash flows used to determine the discount rate assumed that employee contributions will be
made at the current rate and that contributions from all LEAs will be made at the actuarially determined
contribution rate pursuant to an actuarial valuation in accordance with the funding policy of the TCRS
Board of Trustees and as required to be paid by state statute. Based on those assumptions, the pension
plan’s fiduciary net position was projected to be available to make projected future benefit payments of
current active and inactive 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.

Sensitivity of the net pension liability (asset) to changes in the discount rate. The following presents Oak
Ridge City Schools’ proportionate share of the net pension liability (asset) calculated using the discount
rate of 7.25 percent, as well as what Oak Ridge City Schools’ proportionate share of the net pension
liability (asset) would be if it were calculated using a discount rate that is 1-percentage-point lower (6.25
percent) or 1-percentage-point higher (8.25 percent) than the current rate:

Current
1% Decrease Discount 1% Increase
(6.25%) Rate (7.25%) (8.25%)
Oak Ridge Schools' proportionate share
of the net pension liability (asset) $ 49,239 $ (155,406) $ (306,677)

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position is
available in a separately issued TCRS financial report.

Payable to the Pension Plan

At June 30, 2020, Oak Ridge Schools reported a payable of $4,232 for the outstanding amount of
contributions to the pension plan required at the year ended June 30, 2020.

Oak Ridge City Schools Teacher Legacy Pension Plan of TCRS

Plan description. The Tennessee Consolidated Retirement System (TCRS) was created by state statute
under Tennessee Code Annotated Title 8, Chapters 34-37. The TCRS Board of Trustees is responsible for
the proper operation and administration of all employer pension plans in the TCRS. The Tennessee
Treasury Department, an agency in the legislative branch of state government, administers the plans of the
TCRS. The TCRS issues a publically available financial report that can be obtained at
https://treasury.tn.gov/Retirement/Boards-and-Governance/Reporting-and-Investment-Policies.
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Oak Ridge City Schools Teacher Legacy Pension Plan of TCRS (Continued)

Teacher employed by Oak Ridge City Schools with membership in the TCRS before July 1,2014 are
provided with pensions through the Teacher Legacy Pension Plan, a cost sharing multiple-employer
pension plan administered by the TCRS. The Teacher Legacy Pension Plan closed to new membership on
June 30, 2014, but will continue providing benefits to existing members and retirees.

Beginning July 1, 2014, the Teacher Retirement Plan became effective for teachers employed by Local
Education Agencies (LEAs) after June 30, 2014. The Teacher Retirement Plan is a separate cost-sharing,
multiple-employer defined benefit plan.

Benefits provided. Tennessee Code Annotated Title 8, Chapters 34-37 establishes the benefit terms and
can be amended only by the Tennessee General Assembly. Members of the Teacher Legacy Pension
Plan are eligible to retire with an unreduced benefit at age 60 with 5 years of service credit or after 30 years
of service credit regardless of age. Benefits are determined by a formula using the member’s highest five
consecutive year average compensation and the member's years of service credit. A reduced early
retirement benefit is available at age 55 and vested. Members are vested with five years of service credit.
Service related disability benefits are provided regardless of length of service. Five years of service is
required for non-service related disability eligibility. The service related and non-service related disability
benefits are determined in the same manner as a service retirement benefit but are reduced 10 percent
and include projected service credits. A variety of death benefits are available under various eligibility
criteria. Member and beneficiary annuitants are entitled to automatic cost of living adjustments (COLASs)
after retirement. A COLA is granted each July for annuitants retired prior to the 2nd of July of the previous
year. The COLA is based on the change in the consumer price index (CPI) during the prior calendar year,
capped at 3 percent, and applied to the current benefit. No COLA is granted if the change in the CPl is

less than one-half percent. A one percent COLA is granted if the CPI change is between one-half percent .

and one percent. A member who leaves employment may withdraw their employee contributions, plus any
accumulated interest.

Contributions. Contributions for teachers are established in the statutes governing the TCRS and may only
be changed by the Tennessee General Assembly. Teachers contribute 5 percent of salary. The Local
Education Agencies (LEAs) make employer contributions at the rate set by the Board of Trustees as
determined by an actuarial valuation. By law, employer contributions for the Teacher Legacy Pension Plan
are required to be paid. The TCRS may intercept the state shared taxes of the sponsoring governmental
entity of the LEA if the required employer contributions are not remitted. Employer contributions by Oak
Ridge Schools for the year ended June 30, 2020 to the Teacher Legacy Pension Plan were $2,716,125
which is 10.63 percent of covered payroll. The employer rate, when combined with member contributions,
is expected to finance the costs of benefits earned by members during the year, the cost of administration,
as well as an amortized portion of any unfunded liability.

Pension Liabilities (Assets), Pension Expense (Negative Pension Expense), and Deferred Outflows
of Resources and Deferred Inflows of Resources Related to Pensions

Pension liabilities (assets). At June 30, 2020, the Oak Ridge Schools reported a liability (asset) of
($7,722,304) for its proportionate share of the net pension liability (asset). The net pension liability (asset)
was measured as of June 30, 2019, and the total pension liability used to calculate the net pension liability
(asset) was determined by an actuarial valuation as of that date. Oak Ridge Schools’ proportion of the net
pension liability was based on Oak Ridge Schools’ share of contributions to the pension plan relative to the
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Oak Ridge City Schools Teacher Legacy Pension Plan of TCRS (Continued)

Pension Liabilities (Assets), Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions (Continued)

contributions of all participating LEAs. At the measurement date of June 30, 2019, Oak Ridge Schools’
proportion was 0.751065 percent. The proportion measured as of June 30, 2018 was 0.729158 percent.

Pension expense (negative pension expense). For the year ended June 30, 2020, Oak Ridge Schools
recognized a pension expense (negative pension expense) of $1,108,392.

Deferred outflows of resources and deferred inflows of resources. For the year ended June 30, 2020, Oak
Ridge Schools reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and
actual experience $ 375,979 $ 4,716,937
Changes in assumptions 1,040,620 -
Net difference between projected and
actual earnings on pension plan
investments - 2,206,411
Changes in proportion of Net Pension
Liability (Asset) 239,649 58,870
LEA's contributions subsequent to the
measurement date of June 30, 2019 2,716,125 n/a
Total $4,372,373 $ 6,982,218

Oak Ridge Schools’ employer contributions of $2,716,125, reported as pension related deferred outflows of
resources, subsequent to the measurement date, will be recognized as an increase in net pension liability
(asset) in the year ended June 30, 2021. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Year Ended June 30:

2021 $ (1,497,839)
2022 (2,125,374)
2023 (966,777)
2024 (735,980)
2025 -
Thereafter -

In the table shown above, positive amounts will increase pension expense
while negative amounts will decrease pension expense.
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Oak Ridge City Schools Teacher Legacy Pension Plan of TCRS (Continued)

Actuarial assumptions. The total pension liability in the June 30, 2019 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.5 percent

Salary increases Graded salary ranges from 8.72 to 3.44 percent based on
age, including inflation, averaging 4.00 percent

Investment rate of return 7.25 percent, net of pension plan investment expenses,
including inflation

Cost-of Living Adjustment 2.25 percent

Mortality rates were based on actual experience including an adjustment for some anticipated
improvement.

The actuarial assumptions used in the June 30, 2019 actuarial valuation were based on the results of an
actuarial experience study performed for the period July 1, 2012 through June 30, 2016. The demographic
assumptions were adjusted to more closely reflect actual and expected future experience.

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees in conjunction with the June 30, 2016 actuarial experience study. A blend of future capital market
projections and historical market returns was used in a building-block method in which a best-estimate of
expected future real rates of return (expected returns, net of pension plan investment expense and
inflation) is developed for each major asset class. These best-estimates are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation of 2.5 percent. The best-estimates of geometric
real rates of return and the TCRS investment policy target asset allocation for each major asset class are
summarized in the following table:

Long-Term Expected

Asset Class Real Rate of Return Target Allocation
U.S. equity 5.69% 31%
Developed market international equity 5.29% 14%
Emerging market international equity 6.36% 4%
Private equity and strategic lending 5.79% 20%
U.S. fixed income 2.01% 20%
Real estate 4.32% 10%
Short-term securities 0.00% 1%

100%

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees as 7.25 percent based on a blending of the three factors described above.
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Oak Ridge City Schools Teacher Legacy Pension Plan of TCRS (Continued)

Discount rate. The discount rate used to measure the total pension liability was 7.25 percent. The
projection of cash flows used to determine the discount rate assumed that employee contributions will be
made at the current rate and that contributions from the all LEAs will be made at the actuarially determined
contribution rate pursuant to an actuarial valuation in accordance with the funding policy of the TCRS
Board of Trustees and as required to be paid by state statute. Based on those assumptions, the pension
plan’s fiduciary net position was projected to be available to make projected future benefit payments of
current active and inactive 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.

Sensitivity of the proportionate share of net pension liability (asset) to changes in the discount rate. The
following presents Oak Ridge Schools’ proportionate share of the net pension liability (asset) calculated
using the discount rate of 7.25 percent, as well as what Oak Ridge Schools’ proportionate share of the net
pension liability (asset) would be if it were calculated using a discount rate that is 1-percentage-point lower
(6.25 percent) or 1-percentage-point higher (8.25 percent) than the current rate:

1% Decrease Current Discount 1% Increase
(6.25%) Rate (7.25%) (8.25%)
Oak Ridge Schools' proportionate share
of the net pension liability (asset) $ 15,789,881 3 (7,722,304) $ (26,425,595)

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position is
available in a separately issued TCRS financial report.

Payable to the Pension Plan

At June 30, 2020, Oak Ridge Schools reported a payable of $186,370 for the outstanding amount of
contributions to the pension plan required at the year ended June 30, 2020.

Oak Ridge Schools Non-Teacher Hybrid With Cost Controls

General Information about the Pension Plan

Plan description. Employees of Oak Ridge Board of Education Hybrid With Cost Controls are provided a
defined benefit pension plan through the Public Employee Retirement Plan, an agent multiple-employer
pension plan administered by the TCRS. The TCRS was created by state statute under Tennessee Code
Annotated, Title 8, Chapters 34-37. The TCRS Board of Trustees is responsible for the proper operation
and administration of the TCRS. The Tennessee Treasury Department, an agency in the legislative branch
of state government, administers the plan of the TCRS. The TCRS issues a publicity available financial
report that can be obtained at https://treasury.tn.gov/Retirement/Boards-and-Governance/Reporting-and-
Investment-Policies.

Benefits provided. Tennessee Code Annotated, Title 8, Chapters 34-37, establishes the benefit terms and
can be amended only by the Tennessee General Assembly. The chief legislative body may adopt the
benefit terms permitted by statute. Members are eligible to retire with an unreduced benefit at age 65 with
5 years of service credit or pursuant to the rule of 90 in which the member’s age and service credit total 90.
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Oak Ridge Schools Non-Teacher Hybrid With Cost Controls (Continued)

General Information about the Pension Plan (Continued)
Benefits provided (continued)

Benefits are determined by a formula using the member's highest five consecutive year average
compensation and the member's years of service credit. Reduced benefits for early retirement are
available at age 60 and vested or pursuant to the rule of 80 in which the member’'s age and service credit
total 80. Members vest with five years of service credit. Service related disability benefits are provided
regardless of length of service. Five years of service is required for non-service related disability eligibility.
The service related and non-service related disability benefits are determined in the same manner as a
service retirement benefit but are reduced 10 percent and include projected service credits. A variety of
death benefits are available under various eligibility criteria.

Member and beneficiary annuitants are entitled to automatic cost of living adjustments (COLAs) after
retirement. A COLA is granted each July for annuitants retired prior to the 2" of July of the previous year.
The COLA is based on the change in the consumer price index (CPI) during the prior calendar year,
capped at 3 percent, and applied to the current benefit. No COLA is granted if the change in the CPl is
less than one-half percent. A one percent COLA is granted if the CPI change is between one-half percent
and one percent. A member who leaves employment may withdraw their employee contributions, plus any
accumulated interest. Moreover, there are defined cost controls and unfunded liability controls that provide
for the adjustment of benefit terms and conditions on an automatic basis.

Employees covered by benefit terms. At the measurement date of June 30, 2019, the following employees
were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 0
Inactive employees entltled to but not yet receiving benefils 19
Active employees _81

100

Contributions. Contributions for employees are established in the statutes governing the TCRS and may
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