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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Shore Educational Collaborative
Chelsea, Massachusetts

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the aggregate discretely
presented component unit, and the major fund of Shore Educational Collaborative (the "Collaborative"), as of
and for the year ended June 30, 2017, and the related notes to the financial statements, which collectively
comprise the Collaborative's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

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

In our opinion, 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 unit, and the
major fund of Shore Educational Collaborative as of June 30, 2017, and the respective changes in financial
position for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, Massachusetts Department of Elementary and Secondary Education (DESE) required
information, budgetary comparison information, schedules of funding progress and employer contributions for
the retiree health insurance plan, schedules of the Collaborative’s proportionate share of the net pension liability
for the Massachusetts Teachers’ Retirement System (MTRS) and the Massachusetts State Employees’
Retirement System (MSERS), and schedules of the Collaborative’s contributions to the MTRS and MSERS on
pages 3 through 13 and 61 through 71 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 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 5, 2017, on
our consideration of the Collaborative's 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 to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Collaborative’s internal control over financial reporting and compliance.

.
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Wellesley, Massachusetts
December 5, 2017



MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2017
(Unaudited)

Shore Educational Collaborative (the “Collaborative™) Management’s Discussion and Analysis is designed to
(1) assist the reader in focusing on significant financial issues, (2) provide an overview of the Collaborative’s
financial activity, (3) identify changes in the Collaborative’s financial position (its ability to address
subsequent year challenges), (4) identify any material deviations from the financial plan (the approved
budget) and (5) identify individual fund issues or concerns.

Since Management’s Discuss and Analysis (MD&A) is designed to focus on the current year’s activities,
resulting changes, and currently known facts, please read it in conjunction with the Collaborative’s financial
statements found on pages 14 to 60.

A

FINANCIAL HIGHLIGHTS

The assets and deferred outflows of resources of the Collaborative exceeded its liabilities and deferred
inflows of resources at the close of the most recent fiscal year ended June 30, 2017 by §5,125,244 (net
position). Of this amount, $1,843,253 represents unrestricted net position, which may be used to meet
the Collaborative’s ongoing obligations to its clients and creditors.

The Collaborative’s total net position increased in the current fiscal year by $347,207 because of higher
than expected enrollment in the student services program and strong financial management and
monitoring of expenditures.

At the close of the fiscal year ended June 30, 2017, the Collaborative's governmental funds reported
combined ending fund balances of $5,434,340, an increase of $1,803,925 in comparison with the prior
year. Approximately 52.9% of this amount ($2,876,447) is available for spending at the Collaborative’s
discretion (unassigned fund balance). This unassigned fund balance was 11.5% of total general fund

expenditures. This represents an $50,887 increase in the unassigned fund balance from the prior fiscal
year.

At the end of the current fiscal year, unrestricted fund balance (the total of the committed, assigned, and
unassigned components of fund balance) for the general fund was $3,514,786, or approximately 14.5%
of total general fund expenditures.

During the fiscal year ended June 30, 2017, the Collaborative refinanced its long-term debt to lower its
overall borrowing costs. In addition, the Collaborative borrowed additional funds to fund future
renovations at the Collaborative. This activity resulted in new bonds being issued of $10,850,000. Of
this amount, $9,010,936 was used to pay off the existing bonds of the Collaborative. Overall, the
Collaborative’s total outstanding long-term debt (which includes current portion) increased by
$1,615,212 during the current fiscal year. This was primarily due to regularly scheduled pay downs of
principal on the bonds payable outstanding during the current fiscal year and the proceeds from new
borrowings received during the current fiscal year to be used for renovations of the Collaborative’s
primary location.



OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis provided here is intended to serve as an introduction to the Collaborative's
basic financial statements. The Collaborative’s basic financial statements consist of three components:
(1) government-wide financial statements, (2) fund financial statements, and (3) notes to the financial
statements. This report also contains required supplementary information intended to furnish additional
detail to support the basic financial statements themselves.

The financial statements’ focus is on both the Collaborative as a whole (government-wide) and on the
major individual funds. Both perspectives (government-wide and major fund) allow the user to address
relevant questions, broaden a basis for comparison (year-to-year or government-to-government) and
enhance the Collaborative’s accountability.

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

The statement of net position presents financial information on all of the Collaborative’s assets, liabilities
and deferred inflows/outflows of resources, with the difference reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of
the Collaborative is improving or deteriorating.

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

Both of the government-wide financial statements distinguish functions of the Collaborative that are
principally supported by intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the Collaborative include the adult day program, student
services, professional development, client workshop, fiscal agent services, Medicaid municipal billing
services, and general and administrative. Presently, the Collaborative does not have any business-type
activitics.

The government-wide financial statements include not only the Collaborative itself (known as the primary
government), but also a legally separate entity known as the Shore Educational Collaborative Foundation,
Inc. ("the Foundation") for which the Collaborative is financially accountable. Financial information for
the Foundation is reported separately from the financial information presented for the primary government
itself,

The government-wide financial statements can be found immediately following this discussion and
analysis on pages 14-15 of this report.

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




OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

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

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

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

The Collaborative adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental funds financial statements can be found immediately following the government-
wide financial statements on pages 16-17 of this report.

Proprictary funds. Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The Collaborative does not have any proprietary funds.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside of
the Collaborative. Fiduciary funds are not reported in the government-wide financial statements because
the resources of those funds are not available to support the Collaborative's own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds. The Collaborative does
not have any fiduciary funds.

Notes to the Basic Financial Statements. The notes provide additional information that is necessary to
acquire a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the basic financial statements can be found on pages 20-60 of this report.

Required Supplementary Information. In addition to the basic financial statements and accompanying
notes, this report also presents required supplementary information, including the budgetary comparison
statement, as well as information concerning the Collaborative's progress in funding its obligation to
provide pension and other postemployment benefits to its employees. Required supplementary
information can be found on pages 61-71 of this report.

GOVERNMENT-WIDE OVERALL FINANCIAL ANALYSIS

As noted earlier, net position over time may serve as a useful indicator of the Collaborative's financial
position. In the case of the Collaborative, assets and deferred outflows of resources exceeded liabilities and
deferred inflows of resources by $5,125,244 at June 30, 2017.
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GOVERNMENT-WIDE OVERALL FINANCIAL ANALYSIS (Continued)

The following is a summary of the Collaborative's net position as of June 30, 2017, compared to its net
position as of June 30, 2016.

Shore Educational Collaborative
Statement of Net Position

June 30,2017 and 2016
Governmental Activities
2017 2016

Current and other assets $ 10,614,254 § 8,406,633
Capital assets 10.403,680 10.245.186

Total assets 21,017,934 18,651,819
Total deferred outflows of resources 23,430 222,964
Total assets and deferred outflows of resources 21,041,364 18,874,783
Long-term liabilities outstanding 10,468,179 8,836,792
Other liabilities 5.291.605 5.259.954

Total liabilities 15,759,784 14,096,746
Total deferred inflows of resources 156,336 -
Total liabilities and deferred inflows of resources 15,916,120 14,096,746
Net position:

Net investment in capital assets 1,485,876 1,259,814

Restricted 1,796,115 113,335

Unrestricted 1.843.253 3,404,888
Total net position $ 5125244 § 4,778,037

The largest portion of the Collaborative’s net position, $1,843,253 (36.0%), is unrestricted and may be
used to meet the Collaborative’s ongoing obligations to its clients and creditors.

The second largest portion of the Collaborative’s net position, $1,796,115 (35.0%), represents resources
that are subject to external restriction on how they may be used. A majority of this amount, $1,794,972
(99.9%) is restricted for future capital projects.

The remaining portion of the Collaborative's net position, $1,485,876 (29.0%), reflects its investment in
capital assets (¢.g., land, land improvements, buildings and improvements, furniture, equipment, leasehold
improvements, logo development costs, and construction in progress), less any related outstanding debt
that was used to acquire those assets. The Collaborative uses these capital assets to provide a variety of
services to its clients. Accordingly, these assets are not available for future spending. Although the
Collaborative’s investment in its capital assets is reported net of related debt, it should be noted that the
resources used to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

At the end of the current fiscal year, the Collaborative is able to report positive balances in all reported
categories of net position. The same situation held true for the prior fiscal year.
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GOVERNMENT-WIDE OVERALL FINANCIAL ANALYSIS (Continued)

The Collaborative's overall net position increased in the current fiscal year by $347,207 from the prior

fiscal year. The reasons for this overall increase are discussed in the following section for
governmental activities,

The governmental activities current and other assets increased by $2,207,621, primarily due to an
increase in restricted cash due to proceeds received from a new renovation bond payable that were not
spent by the end of the year as well as higher accounts receivable due to higher enrollment. Deferred
outflows of resources decreased $199,534 due to payments made on the long-term liabilities outstanding
that reduced the notional amount used to calculate the fair value of this interest rate swap. The
governmental activities total liabilities increased $1,663,038 due to a new renovation bond payable and
the liability for other postemployment benefits continuing to increase. Deferred inflows of resources
increased $156,336 due to a new interest rate swap that the Collaborative entered into in order to fix the
rate on its refinanced mortgage bond payable.

Governmental Activities. The key elements of the changes in the Collaborative's net position for the fiscal
vears ended June 30, 2017 and 2016, are as follows.

Shore Educational Collaborative
Changes in Net Position
For the Fiscal Years Ended June 30, 2017 and 2016

Governmental Activities

2017 2016
Revenues:

Program revenues:
Charges for services $ 16,544,461 § 16,205,372
Operating grants and contributions 5,831,954 4,655,735
Capital grants and contributions - -

General revenues;
Other income 31,234 29,878
Interest income 5,970 5,233
Overhead income 1,711,053 1,628,128
Rental income 12.000 14.400
Total revenues 24,136,672 22,538,746

Expenses:

Adult day program 8,014,348 8,196,635
Student services 9,453,288 8,615,032
Professional development 351,538 312,416
Client workshop 70,448 73,490
Fiscal agent services 182,911 135,621
Medicaid municipal billing services 199,845 201,505
General and administrative 5,517,087 4.335.037
Total expenses 23,789.465 _21.869.736
Increase in net position 347,207 669,010
Net position - beginning 4.778.037 4.109.027
Net position - ending $§ 5125244 § 4,778,037



GOVERNMENT-WIDE OVERALL FINANCIAL ANALYSIS (Continued)

During the current fiscal year, net position for governmental activities increased $347,207 from the prior
fiscal year for an ending balance of $5,125,244. While the current economic conditions had an impact
on the Collaborative, management was able to take various actions (e.g., increasing tuition rates,
delaying certain nonrecurring expenses, and reducing expenses related to non-essential ongoing
programs) that neutralized its effect on governmental activities. Total governmental activities revenues
increased $1,597,926 or 7.1% from the prior year. The major reason for this increase was due to
operating grants and contributions increasing $1,176,219 or 25.3% as a result of increased utilization of
attendance days in the adult day program and an increase in the pension revenue (“on-behalf payments™)
received from the Commonwealth of Massachusetts related to the Massachusetts Teachers” Retirement
System and the Massachusetts State Employees’ Retirement System. The increase was also due to charges
for services increasing $339,089 or 2.1% from the prior year due to increased tuition rates in the student
services program and higher enrollment in both the student services and adult day program.

The Collaborative’s total governmental activities expenses for the year ended June 30, 2017 increased by
51,919,729 or 8.8% from the prior year. Four of the activities reported spending growth from the prior
vear, led by general and administrative which accounted for $1,182,050 or 56.1% of total spending growth.
This was due to additional pension costs from the Massachusetts Teachers’ Retirement System and the
Massachusetts State Employees’ Retirement System as well as additional professional fees due to
refinancing the bonds payable. The activity with the second largest spending growth was the student
services program which accounted for $838,256 or 39.8% of total spending growth. This was due to hiring
additional temporary and permanent employees because of the increased enrollment,

Three of the activities reported decreases in spending from the prior year, led by the adult day program
which accounted for $182,287 or 97.5% of the spending decrease. This was due to longer than expected
vacancies for numerous positions and a realigning of spending priorities based on no funding increases and
minimum enrollment growth. The activity with the second largest spending decrease was client workshop
which accounted for $3,042 or 1.6% of the total spending decrease. This was due to a slight decrease in
client vocational job opportunities.

Governmental activities increased the Collaborative’s net position by $347,207 or 7.3% during fiscal
2017. The key elements of this increase can be explained by higher than projected enrollments in the
student services program and strong financial management and monitoring of expenditures.

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS

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

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




FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS (Continued)

At June 30, 2017, the Collaborative’s governmental funds reported combined ending fund balances of
$5,434,340, an increase of $1,803,925 in comparison with the prior year, Approximately 52.9% of this
amount ($2,876,447) constitutes unassigned fund balance, which is available for spending at the
Collaborative’s discretion. The remainder of the fund balance is either nonspendable, restricted, or
committed to indicate that it is 1) not in spendable form ($123,439), 2) restricted due to external
limitations on its use, such as by the intention of grantors, donors, or trustees ($1,796,115), or 3)
committed for particular purposes such as day habilitation adult program expansion, future programs,
building, sick bank, professional development, the adult day program, fringe benefits, and other purposes
(5638,339).

The general fund is the chief operating fund of the Collaborative. At the end of the current fiscal year,
unassigned fund balance of the general fund was $2,876,447, while the total fund balance was $5.434,340.
As a measure of the general fund's liquidity, it may be useful to compare both unassigned fund balance and
total fund balance to total general fund expenditures. Unassigned fund balance represents 11.9% of total
general fund expenditures, while total fund balance represents 22.5% of that same amount.

During the current fiscal year, the fund balance of the Collaborative’s general fund increased by
$1,803,925. This increase was due primarily to the bond proceeds received for renovations that were not
spent by the end of the fiscal year. Revenues totaling $24,136,672, increased by $1,597,926 due to a
modest increase in enrollment in the student services program and increased on-behalf payments from the
Massachusetts Teachers’ Retirement System and the Massachusetts State Employees’ Retirement System.
Expenditures totaling $24,171,811 increased by $2,504,138 due to reconstruction of the parking lot at the
Collaborative’s Chelsea location and recognizing increased expenditures from on-behalf payments from
the Massachusetts Teachers’ Retirement System and the Massachusetts State Employees” Retirement
System.

GENERAL FUND BUDGETARY HIGHLIGHTS

Original budget compared to final budget. During the year there was no need for any significant
amendments to increase either the original estimated revenues or original budgeted appropriations. Thus,
there was no amended budget for the fiscal year ended June 30, 2017.

Final budget compared to actual results. Budgetary revenues were $2,923,345 lower than the actual
revenues. The most significant differences between budgeted revenues and actual revenues were as
follows:

Budgeted Actual
Revenue source Revenues Revenues Difference
Other income $ 856,400 % 4,011,749 § 3,155,349
Medicaid income $ 7.097,080 $ 6,256,843 § (840,237)
Educational program fees $ 11,322,639 $ 11,987,205 § 664,566

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

GENERAL FUND BUDGETARY HIGHLIGHTS (Continued)

Budgetary expenditures were $3,164,393 lower than actual expenditures. The most significant differences
between budgeted expenditures and actual expenditures were as follows:

Budgeted Actual

Expenditures Expenditures Expenditures Difference
Employee benefits $ 2.433,695 § 6,124,905 § (3,691,210)
Professional fees and contract services $ 810,800 § 1,027,614 $§ (216,814)
Supplies $ 393,650 § 215583 § 178,067
Rent $ 920,000 $ 590,928 § 329,072
Repairs and maintenance $ 281,000 $ 136,188 §  144.812
Debt service $ 343,000 $ 589325 § (246,325)

Employee benefits were higher than budgeted due to continued unexpected increases in the other
postemployment benefit plan for retiree health insurance liabilities, unexpected rising premium increases
for health insurance and workers’ compensation, and higher than expected on-behalf payments from the
Massachusetts Teachers’ Retirement System and the Massachusetts State Employees’ Retirement System.
Professional fees and contract services were higher than budgeted due to higher bond issuance costs than
had been anticipated. Supplies were below budget due to the delay of certain purchases into the subsequent
fiscal year. Rent was below budget due to the Collaborative budgeting principal payments on the bonds
payable in this category instead of on a separate line for debt service expenditures. Repairs and
maintenance were below budget due to lower than anticipated repair requests during the fiscal year and the
delaying of some projects. Debt service was above budget due to the fact that the Collaborative does not
budget the principal payments on the bonds payable as an expenditure in the budget that is prepared.

In addition, the Collaborative did not budget the refinancing of its bonds payable and the issuance of new
bonds payable as part of the budget that was prepared. Thus, the other financing sources (uses) were
$1,839,064 over budget.

Overall, the actual change in fund balances was $1,598,016 higher than the budgetary change in fund
balances due to the reasons explained above from higher revenues than had been budgeted, having enough
additional revenues to neutralize the additional expenditures, and bond issuance proceeds.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets. The Collaborative’s investment in capital assets for its governmental activities as of June
30, 2017, amounts to $10,403,680 (net of accumulated depreciation). This investment in capital assets
includes land, land improvements, building, building improvements, furniture, equipment, logo
development costs, construction in progress, and leasehold improvements. The total increase in the
Collaborative's investment in capital assets for the current fiscal year was $158,494 or 1.5%.

Major capital asset events during the current fiscal year included the reconstruction of the parking lot and
technology purchases.
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F. CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

Shore Educational Collaborative
Schedule of Capital Assets
(net of accumulated depreciation)

Governmental Activities

2017 2016
Leaschold improvements $ 65,515 % 97,229
Land improvements 534,319 -
Furniture and equipment 125,595 182,809
Logo development costs 1,222 2:556
Building 4,348,138 4,498,290
Land 1,157,580 1,157,580
Construction in progress 16,251 12,200
Building improvements 4,155,060 4,294,522
Total $ 10,403,680 § 10,245,186

Additional information on the Collaborative's capital assets can be found in Note J on page 38 of this
report.

Long-term debt. At June 30, 2017, the Collaborative had total long-term debt outstanding of $10,712,776.
The total debt is backed by the full faith and credit of the Collaborative and for which the Collaborative is

liable.
Shore Educational Collaborative
Schedule of Outstanding Long-Term Debt
Governmental Activities
2017 2016
Bonds payable $ 10.712.776 $ 9.097.564
Total Outstanding Long-Term Debt $ 10,712,776 § 9,097,564

During the current fiscal year, the Collaborative's total long-term debt increased by $1,615,212 or 17.8%.
The reason for the increase was due to the Collaborative refinancing its previous bonds payable in order to
lower its fixed interest rates as well as borrowing additional amounts for future renovations of its building.

Additional information on long-term debt can be found in Note N to the financial statements of page 48 of
this report.

G.  PENSION AND OTHER POSTEMPLOYMENT BENEFITS

The Collaborative participates in two cost-sharing multiple-employer defined benefit plans -
Massachusetts Teachers’ Retirement System (MTRS) and Massachusetts State Employees’ Retirement
System (MSERS).
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H.

PENSION AND OTHER POSTEMPLOYMENT BENEFITS (Continued)

For the MTRS, the Collaborative is not required to report a liability for its proportionate share of the net
pension liability due to the fact that the Collaborative does not contribute directly to MTRS and the
Commonwealth of Massachusetts is responsible for the entire net pension liability associated with the
Collaborative. At June 30, 2017, the proportionate share of the net pension liability associated with the
Collaborative was $12,442,400 which represented 0.06% to the total net pension liability for MTRS.

For the MSERS, the Collaborative is not required to report a liability for its proportionate share of the net
pension liability due to the fact that the Commonwealth of Massachusetts is responsible for the entire net
pension liability associated with the Collaborative. At June 30, 2017, the proportionate share of the net
pension liability associated with the Collaborative was $17,604,901 which represented 0.13% to the total
net pension liability for MSERS,

The Collaborative also provides postemployment health benefits for certain retirees and their spouses. As
of the end of the current fiscal year, there were 27 retired employees and their spouses receiving these
benefits, which are financed on a pay-as-you-go basis. Starting in the 2008-2009 fiscal year, the
Collaborative had to account for other postemployment benefits in accordance with GASB Standard 45.
At June 30, 2017, an independent actuarial analysis determined that the Collaborative’s future liability for
these benefits or net OPEB obligation was $3,656,825. This amount was accounted for as a liability on the
Collaborative’s statement of net position and balance sheet.

Additional information on the Collaborative’s pension arrangements and postemployment benefits can be
found in Notes L and O on pages 39-47 and 56-59, respectively, of this report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The following economic factors currently affect the Collaborative and were considered in developing the
2017-2018 fiscal year budget.

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

e Exponential increases in other postemployment employee benefit liability costs.
e Increased capital outlay related to funding classroom technologies.

e No scheduled increases to the Commonwealth of Massachusetts’ Department of Developmental
Services and MassHealth/Medicaid funding, while costs to deliver these services are rapidly increasing.

During the current fiscal year, the fund balance in the general fund increased by $1,803,925 to $5,434,340.
Included in this total amount are $123,439 in prepaid expenses reported as nonspendable, $1,796,115 in
funds restricted for the Giving Tree and capital projects, and $638,339 in funds committed by the Board.
These items are reappropriated in the budget for 2017-2018.

All of these factors were considered in preparing the Collaborative's budget for the 2018 fiscal year,

Amendments are expected to be completed during the year that will be presented to the Board of Directors
for approval.
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REQUESTS FOR INFORMATION

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

Shore Educational Collaborative
100 Revere Beach Parkway
Chelsea, Massachusetts 02150
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SHORE EDUCATIONAL COLLABORATIVE
STATEMENT OF NET POSITION
JUNE 30, 2017

ASSETS
Cash and cash equivalents
Accounts receivable
Other receivables
Due from component unit
Prepaid expenses
Restricted cash
Derivative instrument-interest rale swap
Capital assets, not being depreciated
Capital assets, net of accumulated depreciation

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows-hedge
TOTAL DEFERRED OUTFLOWS OF RESOURCES

TOTAL ASSETS AND DEFERRED OUTFLOWS OIF RESOURCES

LIABILITIES
Accounts payable
Accrued salaries and fringe benefits
Liability for other postemployment benefits
Accrued expenses
Due to primary government
Due to member communities
Derivative instrument-interest rate swap
Noncurrent bonds payable:
Due within one year
Due in more than one year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred inflows-hedge
TOTAL DEFERRED INFLOWS OF RESOURCES

TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES
Commitments and contingencies (see notes)

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

TOTAL NET POSITION

Primary

Government

Governmental
Activities

Component
Unit

§ 5,793,680
2,708,063
7,762

30,000

123,439
1,794,972
156,336
1,173,831

_ 9.229.849

21,017,934

23.430
23,430

p 44,990

21,041,364

370,207
529,506
3,656,825
457,040
10,000
23,430

244,597
10,468,179

30,000

15,759,784

156,336

156,336

15,916,120

30,000

1,485,876

1,143
1,794,972
1,843,253

14,990

$ 5,125,244

5 14,990

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