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December 9, 2019
Members of the Legislative Audit Committee

This report contains the results of a financial and compliance audit of the Bruce McCandless Colorado
Veterans Community Living Center at Florence. The audit was conducted pursuant to Section 2-3-103,
C.R.S, which authorizes the State Auditor to conduct audits of all departments, institutions, and agencies
of state government. The report presents our findings, conclusions, and recommendations, and the
responses of the Bruce McCandless Colorado Veterans Community Living Center at Florence.



REPORT SUMMARY

AUTHORITY, PURPOSE AND SCOPE

The Office of the State Auditor, State of Colorado, engaged McPherson, Goodrich, Paolucci &
Mihelich, PC (MGPM, PC) to conduct a financial statement audit of the Bruce McCandless Colorado
Veterans Community Living Center at Florence (the Center) for its fiscal year ended June 30, 2019.
MGPM, PC performed this 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.

The purpose and scope of our audit was to:

e Express our opinion on the financial statements of the Center as of and for the year ended
June 30, 2019. This included a review of internal control 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.
e Evaluate progress in implementing prior audit findings and recommendations.

SUMMARY OF MAJOR AUDIT FINDINGS AND RECOMMENDATIONS

We expressed an unmodified opinion on the Center’s financial statements as of and for the year ended
June 30, 2019,

SUMMARY OF PROGRESS IN IMPLEMENTING PRIOR AUDIT RECOMMENDATIONS

The audit report for the year ended June 30, 2015 did not identify any findings or recommendations.



DESCRIPTION OF THE CENTER

The Bruce McCandless Colorado Veterans Community Living Center at Florence (the Center), established
under Section 26-12-201, C.R.S., is a skilled-care nursing facility. It provides health services (including
physician care; physical, speech, and occupational therapy; dietician consultation; dental care; and 24-hour
licensed nursing care) and related social care to patients who are severely limited in their ability to care for
themselves due to serious illness and/or disability.

The Center, by statute, serves all veterans of service in the armed forces of the United States, their spouses, their
widow(er)s, and their dependents and/or “gold star” parents. A gold star parent is a parent whose child died in
combat or as a result of injuries received in combat. Preference for admission is given to Colorado veterans.
The Center must maintain a 75 percent veteran’s occupancy. The Center serves veterans without regard to sex,
race, color, or national origin.

The Center is one of a very limited number of facilities which meet U.S. Department of Veterans Affairs (VA)
requirements to provide care to veterans. In turn, the Center receives certain funding from the VA on the basis
of the number of veterans served. The Center is overseen by the Division of State and Veterans Community
Living Centers, within the Colorado Department of Human Services.

WORKLOAD AND STATISTICAL FACTORS

Authorized capacity 105
Average daily census for the year ended June 30, 2019 93
Average occupancy percentage for the year ended June 30, 2019 89.0%
Average veterans’ occupancy percentage for the year ended June 30, 2019 88.2%
Patient days for the year ended June 30, 2019 33,790



FINDINGS AND RECOMMENDATIONS

We have audited the financial statements of the Bruce McCandless Colorado Veterans Community Living
Center at Florence (the Center) for the year ended June 30, 2019 and have issued our report thereon dated
December 9, 2019. In planning and performing our audit of the financial statements, we considered the
Center’s internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing an opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Center’s internal control over financial reporting. In addition, in accordance with
Government Auditing Standards, issued by the Comptroller General of the United States, we have also issued
our report dated December 9, 2019 on our consideration of the Center’s internal control over financial reporting
and on compliance and other matters and our tests of its compliance with requirements of laws, regulations,
contracts, and grants.

Our procedures were designed primarily to enable us to form an opinion on the financial statements and on
management’s assertion regarding compliance and the effectiveness of internal control over financial reporting

and, therefore, may not identify all deficiencies in internal control that may exist.

During our engagement, we did not note any new matters involving internal control that are presented for the
Center’s consideration.
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DISPOSITION OF PRIOR AUDIT RECOMMENDATIONS

There were no audit recommendations included in the report to the Legislative Audit Committee for the year
ended June 30, 2015.
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INDEPENDENT AUDITORS’ REPORT
Members of the Legislative Audit Committee
Report on the Financial Statements

We have audited the accompanying financial statements of the Bruce McCandless Colorado Veterans
Community Living Center at Florence (the Center), as of and for the year ended June 30, 2019 and the
related notes to the financial statements, which collectively comprise the Center's basic financial
statements as noted in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express an opinion 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 auditors' 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 opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities of the Bruce McCandless Colorado Veterans
Community Living Center at Florence, an enterprise fund of the State of Colorado, as of June 30, 2019,
and the respective changes in its financial position and cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter
Financial Statement Presentation

As discussed in Note 1, the financial statements present only the Bruce McCandless Colorado Veterans
Community Living Center at Florence and do not purport to, and do not present fairly the financial
position of the State of Colorado, as of June 30, 2019, the changes in its financial position, or, where
applicable, its cash flows for the year then ended in accordance 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 8-12 and the schedules of the Center's proportionate share of the net
pension liability, the Center's contribution to Public Employees Retirement Association, the Center's
proportionate share of the net OPEB liability, and the Center's OPEB contribution to the Health Care
Trust Fund on pages 42-46 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 9,
2019, on our consideration of the Center'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 solely 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
effectiveness of the Center’s 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 Center's internal control over financial reporting and compliance.

%/W,W,%%%%M/ﬂ"

December 9, 2019



BRUCE MCCANDLESS COLORADO VETERANS

COMMUNITY LIVING CENTER AT FLORENCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section, prepared by the Colorado State Veterans Community Living Center’s budget directors, presents an
analysis of the Colorado State Veterans Community Living Center at Florence’s performance and an overview
of the Center’s financial activities for the fiscal year ended June 30, 2019. The financial statements are an
integral part of this analysis and figures reported on the outputs from CORE (Colorado Operating Resource
Engine), reflect the Center’s fiscal year 2018-2019 performances, and are incorporated and referred to
throughout this Management Discussion and Analysis. The analysis below includes comparative information
from fiscal year 2017-2018 and is based on the Condensed Statement of Net Position and the Condensed
Statement of Revenue, Expenses and Changes in Net Position provided.

FINANCIAL HIGHLIGHTS
After evaluation of the Center’s financial statements the following highlights have been identified.

° The Center’s Total Assets increased by $742,352 which is a 5.84% increase from fiscal year 2017-2018.

° The Center’s Total Operating Revenue increased by $176,409, which is a 1.42% increase from fiscal
year 2017-2018.

o The Center’s Cash Operating Expenditures increased by $514 from fiscal year 2017-2018.

° The Center’s Non-Cash Operating Expenditures decreased by $9,933,086, which is a 128.19 % decrease
from fiscal year 2017-2018.

° The Center’s Change in Net Position increased by $10,429,340 which is a 153.45% increase from fiscal
year 2017-2018.

OVERVIEW OF THE FINANCIAL STATEMENT

The Management’s Discussion and Analysis consists of three parts: Financial Highlight and Overview,
Financial Analysis of Financial Statements, and Supplementary Information, to include Budget Execution,
Capital Expenditures and Fiscal Year 2019-2020 Projections. The Financial Analysis includes notes, discussing
in varying detail, the information in the financial statements as summarized in Table A and Table B.

Fund Financial Statements
Statement of Net Position

The Statement of Net Position (See Table A) includes all of the Center’s assets, deferred outflows of resources,
if any, liabilities and deferred inflows of resources, if any, and provides information pertaining to the nature of
these assets, deferred outflows of resources, liabilities and deferred inflows of resources. The Statement also
provides the basis for determining the overall financial health of the Center including liquidity and financial
flexibility.



BRUCE MCCANDLESS COLORADO VETERANS

COMMUNITY LIVING CENTER AT FLORENCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

Statement of Revenues, Expenses and Changes in Net Position

The Statement of Revenues, Expenses, and Changes in Net Position (see Table B) includes all of the revenues
and expenses reported on the accrual basis of accounting. This Statement includes the costs of the Center’s
overall operation and can be used to help determine if the Center’s rate and third-party billings are adequate to

recover expenses related to providing skilled nursing care to residents of the Center.

Statement of Cash Flows
The Statement of Cash Flows presents information concerning the Center’s cash receipts and cash

disbursements during the year, along with net changes in cash from operating activities, non-capital financing,
capital and related financing, and investing activities.

FINANCIAL ANALYSIS

Summary of Operational Policies and Procedures

The Bruce McCandless Colorado Veterans Community Living Center at Florence is a State of Colorado agency
with the general mission “To honor and serve our nation’s veterans, their spouses and Gold Star Parents by
creating opportunities for meaningful activity, continued growth and feelings of self-worth in resident-centered
long-term care and supportive living environment”, The Center is operated by the Division of Veterans
Community Living Centers within the State of Colorado’s Department of Human Services.

The Center operates as a self-supporting enterprise, meaning the revenue received from residents, other third
parties, and cash surplus must be adequate to cover the expenses of day-to-day operations of the Center. The
State of Colorado does not intend to provide funds to operate the Center with the exception of partial
reimbursement of the indirect cost, which is shown on the Statement of Revenue, Expenses and Changes in Net
Position and the Statement of Cash Flows as the State Operating Grant. Financial Management Reports are
reviewed monthly at by the management of the Center and the Department of Human Services to ensure
efficient and effective use of resources.

Financial Analysis

Statement of Net Position

A condensed Statement of Net Position is included as Table A below. Increases or decreases in the Center’s
assets are indicators of improving or deteriorating financial health. Consideration must be given to current
assets, particularly accounts receivable and cash, as compared to current liabilities when analyzing the Center’s
overall financial condition.




BRUCE MCCANDLESS COLORADO VETERANS

COMMUNITY LIVING CENTER AT FLORENCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

TABLE A
Condensed Statement of Net Position

Total Percent

2019 2018 Dollar Change Change

Current Assets 9,500,318 8,465,966 1,034,352 12.22%
Current Assets-Restricted 387,168 374,344 12,824 3.43%
Non-Current Assets 3,566,409 3,871,233 (304,824) -7.87%
Total Assets (excluding restricted) 13,066,727 12,337,199 729,528 5.91%
Total Restricted Assets 387,168 374,344 12,824 3.43%

TOTAL ASSETS 13,453,895 12,711,543 742,352 5.84%
Deferred outflows of resources related to pension 3,671,734 8,058,624 (4,386,890) -54.44%
Current Liabilities 1,575,049 1,107,394 467,655 42.23%
Current Liabilities-Restricted 324,920 306,763 18,157 5.92%
Non-Current Liabilities 23,892,213 40,682,188 (16,789,975) -41.27%

TOTAL LIABILITIES 25,792,182 42,096,345 (16,304,163) -38.73%
Deferred inflows of resources related to pension 11,774,154 2,180,027 9,594,127 440.09%
Invested in Capital Assets, net of related debt 3,566,409 3,871,233 (304,824) -7.87%
Restricted for resident purposes 60,419 66,394 (5,975) -9.00%
Unrestricted (24,067,535) (27,449,807) 3,382,272 12.32%
Total Net Position (20,440,707) (23,512,180) 3,071,473 13.06%

As shown in Table A, the Center’s Total Assets increased by $742,352 to $13,453,895 in fiscal year 2018-2019
from $12,711,543 in fiscal year 2017-2018. The majority of this increase is a result of the $1,731,181 increase
in cash and equivalents.

The decrease in deferred outflows of resources related to pension and the increase in deferred inflows of
resources related to pension are related to the decrease in the pension liability according to the GASB 68.

The decrease in Total Liabilities for the same period is also shown in Table A and the majority of this decrease

is a result of the following items: 1) $16,849,393 decreases in GASB 68 pension liability. 2) $159,727 increase
in account and vouchers payable. 3) $315,577 increase in unearned revenue.

-10-



BRUCE MCCANDLESS COLORADO VETERANS

COMMUNITY LIVING CENTER AT FLORENCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

Statement of Revenue, Expenses, and Changes in Net Position

The Statement of Revenues, Expenses, and Change in Net Position provides information as to the nature and the
source of the changes seen in the Statements of Net Position. Table B provides a summary of revenues and
expenses of the Center for fiscal year 2019 as compared to the previous year.

TABLE B
Condensed Statement of Revenue, Expenses and Changes in Net Position

2019 2018 Dollar Change  Total Percent Change

Total Operating Revenue 12,604,867 12,428,458 176,409 1.42%
Non-Operating Revenue 625,788 280,859 344,929 122.81%
Restricted Revenue 34,986 57,593 (22,607) -39.25%
Total Revenue 13,265,641 12,766,910 498,731 3.91%
Operating Expenses - Cash 11,776,509 11,775,995 514 0.00%
Operating Expenses - Non Cash (Pension

Expenses (GASB 68) Depr. & Bad Debt) (2,184,455) 7,748,631 (9,933,086) -128.19%
Restricted Expense 40,961 38,998 1,963 5.03%
Total Expenses 9,633,015 19,563,624 (9,930,609), -50.76%
NET INCOME (LOSS) BEFORE CAPITAL

CONTRIBUTION 3,632,626(  (-6,796,714) 10,429,340 153.45%
Capital Contribution 0] 0 0 0.00%!
CHANGE IN NET POSITION 3,632,626 (6,796,714) 10,429,340 163.45%

A closer examination of the Condensed Statement of Revenues, Expenses and Changes in Net Position in Table B
reveals the following:

» The Center’s operating revenues increased by $176,409 mainly due to increase in rate of VA per diem and
Medicaid.

> The Center’s increase in non-operating revenue was due to transfer-in from the state for the pension direct
distribution and an increase in investment income from cash held with the State Treasurer.

> Operating Expense-Cash increased slightly due to inflationary influence in the area of raw food and indirect
cost. Normally, there is minimal opportunity for the Center to reduce expenses to any significant degree
due to the nature of its operation, that of providing health care and quality of life for the residents. The
center monitors all expenses closely and conducts monthly reviews with each manager to discuss
departmental expenses.

» The decrease in Total Expenses is due to the large decrease in operating expenses — non cash. The large
decrease in operating expense of $9,933,086 was due to the changes of assumptions for pension expenses
and a transfer-in from the Treasury for the pensions direct distribution made to Colorado PERA mentioned
in the note section below. Table B reflects that the Center experienced a $3,632,626 net income during
FY2018-2019.

-11 -




BRUCE MCCANDLESS COLORADO VETERANS

COMMUNITY LIVING CENTER AT FLORENCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2019

BUDGETARY HIGHLIGHTS

The Center’s Fiscal Year 2018-2019 financial operations resulted in revenues, below the budgeted amounts by
$141,347. This was a result of decrease in patient census. Cash expenditures were under the budget amount by
$262,074. This was because the center monitors all expense closely and with the decrease of census the Center
was able to reduce expenses in response to the decrease in census.

The Center continues to monitor all expenses closely and conducts monthly reviews with each manager to
discuss departmental expenses.

CAPITAL ASSETS AND DEBT ACTIVITIES

Capital Assets

During fiscal year 2018-2019 the Center invested $86,627 in capital assets. This investment included $44,137
for the furniture & equipment and $42,490 for the construction in progress, Fire Safety Project.

Debt Activities

During fiscal year 2018-2019, the Center has paid off capital lease debt, $28,315, which was related to the
Energy Management Project. No new debt was acquired during the year.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

Economic factors continue to impact the Center’s operations by increasing the costs associated with providing
quality health care. A budget has been prepared for fiscal year 2019-2020 that includes projections related to
expenses and corresponding increases in revenues through the increase in rates charged to residents for skilled
nursing care. Expectations are that, subject to a stable census level and cost containment, the Center will

continue to cover expenses with sufficient revenue to improve its balance sheet position in fiscal year 2019-
2020.

CONTACTING COLORADO STATE VETERANS CENTER - FLORENCE

This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a
general overview of the Colorado Veterans Community Living Center at Florence’s finances and to demonstrate
accountability for the money it receives. If you have questions about this report or need additional information,
contact the Budget Director of Colorado Veterans Community Living Centers at 1575 Sherman Street 10™ floor
Denver CO 80203 or phone 303-866-6671.

-12 -



BRUCE MCCANDLESS COLORADO VETERANS
COMMUNITY LIVING CENTER AT FLORENCE
STATEMENT OF NET POSITION
JUNE 30, 2019
ASSETS

CURRENT ASSETS
Cash and cash equivalents
Restricted cash, resident funds
Accounts receivable (net of allowance for uncollectibles of $243,330)
Due from other governments(net of allowance for uncollectibles of $11,326)
Inventory
TOTAL CURRENT ASSETS

NONCURRENT ASSETS
Capital assets -
Land and improvements
Buildings
Furniture and equipment
Vehicles
Software
Art and historical treasures
Construction in progress
TOTAL CAPITAL ASSETS (NET OF ACCUMULATED DEPRECIATION)

TOTAL ASSETS
Deferred outflows of resources related to pension and OPEB

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts and vouchers payable
Accrued wages
Other current liabilities
Unearned revenue
Deposits held in trust for residents
Current portion of liability for compensated absences
TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES
Net liability for other post employment benefits
Liability for compensated absences
Net pension liability
TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES
Deferred inflows of resources related to pension and OPEB

NET POSITION
Invested in capital assets, net of related debt
Restricted for resident purposes
Unrestricted

TOTAL NET POSITION

The accompanying notes are an integral part of the financial statements.
-13-

§ 8,162,366
387,168
715,369
534,140

88,443

9,887,486

66,159
3,306,925
67,280

11,122
114,917
3,566,409

13,453,895

3,671,734

$ 477,583
73,181
657,356
315,577
324,920
51,352

1,899,969

951,566
522,311
22,418,336
23,892,213

25,792,182

11,774,154

3,566,409
60,419

(24,067,535)
$ (20,440,707



BRUCE MCCANDLESS COLORADO VETERANS
COMMUNITY LIVING CENTER AT FLORENCE
STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2019

OPERATING REVENUE
Patient charges for services
VA per diem reimbursement
Miscellaneous revenue
TOTAL OPERATING REVENUE

OPERATING EXPENSES
Personnel services and employcc benefits
Departmenta! indirect costs
Pension expense including OPEB expenses of $15,935
Advertising
Care and subsistence - client benefits
Equipment rental
Food and food service supplies
Insurance
Medical and laboratory services and supplies
Office operations
Other operating services and supplies
Professional services
Repairs and maintenance
Non-capitalized equipment
Telephones
Utilities
Vehicles and travel
Depreciation
Bad debt expense
TOTAL OPERATING EXPENSES

OPERATING INCOME (1.OSS)

NONOPERATING REVENUE (EXPENSES)
Investment income
State grant
Transfer-in pension direct distribution
Donations - resident funds
Recreation expense - resident benefit fund
Interest income - resident funds

TOTAL NONOPERATING REVENUE (EXPENSES)

CHANGE IN NET POSITION
NET POSITION, beginning of year

NET POSITION, end of year

The accompanying notes are an integral part of this statement.

$ 7,839,770
4,747,033
18,004

e

12,604,867

9,253,400
769,025

(2,669,729)
23,241
19,957
115,913
341,020
6,546
472,366
64,693
303,462
61,253
97,116
56,509
43,633
135,432
12,943
391,451
93,823

9,592,054

3,012,813

263,873
207,276
154,639
34,951

(40,961)
35

619.813

3,632,626
(24,073,333)
$  (20,440,707)



BRUCE MCCANDLESS COLORADO VETERANS
COMMUNITY LIVING CENTER AT FLORENCE
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30,2019

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from patients and third-party payors § 7,821,668
Cash received from federal government 5,119,318
Cash payments to employees for services (9,209,542)
Cash payments to suppliers for goods and services (1,592,211)
Cash payments for other expenses (769,025)
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,370,208

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
State operating grant 197,427
NET CASH PROVIDED BY NON-CAPITAL FINANCING ACTIVITIES 197,427

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition of capital assets (86,627)
Capital lease payments (25,066)
Interest payment on capital leases 1,517
Federal and state capital grants 9,849
NET CASH USED BY CAPITAL AND RELATED FINANCING ACTIVITIES (100,327)
CASH FLOWS FROM INVESTING ACTIVITIES
Tnvestment income 263,873
NET CASH PROVIDED BY INVESTING ACTIVITIES 263,873
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,731,181
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 6,431,184
CASH AND CASH EQUIVALENTS AT END OF YEAR § 8,162,365

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY
OPERATING ACTIVITIES
Operating income $ 3,167,452
Adjustments to reconcile operating loss to net cash provided by
operating activities -

Depreciation 391,451
Bad debt expense 93,823
Transfer-in pension direct distribution 154,639
Changes in assets and liabilities -
Accounts receivable 20,542
Other current assets (12,336)
Unearned revenue 315,577
Accounts payable and accrued expenses 177,486
Prepaid expenses 24,638
Accrued pension and other employment benefits (2,979,007)
Liability for compensated absences 15,943
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 1,370,208

The accompanying notes are an integral part of this statement.



BRUCE MCCANDLESS COLORADO VETERANS
COMMUNITY LIVING CENTER AT FLORENCE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Bruce McCandless Colorado Veterans Community Living Center at Florence (“the Center”) is part of the
State of Colorado (“the State”), Department of Human Services.

The financial statements of the center have been prepared in accordance with generally accepted accounting
principles (GAAP) as applied to government units. The Governmental Accounting Standards Board (GASB)
is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant of the Center’s accounting policies are listed below.

The Financial Reporting Entity

The State is the primary reporting entity for state financial reporting purposes. As an enterprise fund of the
State, the Center’s financial statements are generally presented in a manner consistent with those of the State.
However, the financial statements of the Center are not intended to report financial information of the State in
conformity with generally accepted accounting principles.

The accounting policies of the Center conform to accounting principles generally accepted in the United
States of America, applicable to governmental units.

Fund Accounting

The Center uses an enterprise fund to report its net position, changes in net position, and cash flows. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by segregating
transactions related to certain government functions or activities. Enterprise funds are used to report activities
for which a fee is charged to external users for goods or services.

Basis of Accounting

The financial statements are reported using the economic resources measurement focus and the accrual basis
of accounting. All assets, deferred outflows of resources, if any, liabilities, and deferred inflows of resources,
if any, are included on the Statement of Net Position. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of cash flows.
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NOTES TO FINANCIAL STATEMENTS
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)
Net Position

Net Position is classified into three components — net investment in capital assets; restricted; and unrestricted.
These classifications are defined as follows:

+ Net Investments in Capital Assets — This caption 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 improvement of those
assets.

+ Restricted — This caption consists of constraints placed on net position use through external restrictions
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 — Consists of net position that does not meet the definition of “restricted” or “net investment
in capital assets”.

Budget and Budgetary Accounting

With the exception of the State operating grant, which a grant for the State for indirect costs, appropriations
for the community living centers owned by the State are not included in the annual Long Bill (appropriations

bill) passed by the General Assembly. Therefore, no budgetary comparison schedule is required to be
presented.

The Center’s administrator submits a budget at least 60 days prior to the beginning of the fiscal year to the
Department of Human Services for approval. The budget includes proposed expenditures and the means of

financing them,

Accounts Receivable

The Center’s accounts receivable consists primarily of open accounts with residents for services, subsidized
Medicaid and Medicare reimbursements, and VA per diem reimbursements. Portions of accounts receivable
relating to non-subsidized charges for services are subject to credit risk. Consequently, an allowance for
doubtful accounts has been established based on management’s estimate.

Capital Assets
Any individual item of property and equipment with a cost of $5,000 or more and whose estimated life

exceeds two years is capitalized and recorded at cost. Expenses for normal maintenance and repairs are
recognized currently as incurred, while renewals and betterments are capitalized.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)

Depreciation of all exhaustible capital assets is charged as an expense against operations. Accumulated
depreciation is reported on the statement of net position. Depreciation has been provided over the estimated
useful lives by class using the straight-line method, as follows:

Land Improvements 8-20 years
Buildings 15-40 years
Furniture and equipment 3-15 years
Vehicles 10 years

Compensated Absences

It is the Center’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
Employees are allowed to accumulate vacation benefits up to predetermined maximums and are compensated
for these accumulated vacation benefits either through paid time off or at termination or retirement.
Employees are also allowed to accumulate sick pay benefits up to predetermined maximums; however,
payment of these sick pay benefits is limited to 25% of the balance upon retirement only.

Vacation and related payroll benefits are accrued as an expense and fund liability when incurred up to the
predetermined maximums. Sick pay and related payroll benefits are recognized as an expense and a fund
liability and are measured using an estimate of current employees that will eventually retire.

Pensions

The Center participates in the State Division Trust Fund (SDTF), a cost-sharing multiple-employer defined
benefit pension fund administered by the Public Employees’ Retirement Association of Colorado (“PERA”).
The net pension liability, deferred outflows of resources and deferred inflows of resources related to pensions,
pension expense, information about the fiduciary net position and additions to/deductions from the fiduciary
net position of the SDTF have been determined using the economic resources measurement focus and the
accrual basis of accounting. For this purpose, benefit payments (including refunds of employee contributions)
are recognized when due and payable in accordance with the benefit terms. Investments are reported at fair
value.

The Colorado General Assembly passed significant pension reform through Senate Bill 18-200: Concerning
Modifications to the Public Employees’ Retirement Association Hybrid Defined Benefit Plan Necessary to
Eliminate with a High Probability the Unfunded Liability of the Plan Within the Next Thirty Years. The bill
was signed into law by Governor Hickenlooper on June 4, 2018. A brief description of some of the major

changes to plan provisions required by SB 18-200 for the SDTF are listed below. A full copy of the bill can be
found online at www.leg.colorado.gov.

¢ Increases employer contribution rates for the SDTF by 0.25 percent on July 1, 2019.

o Increases employee contribution rates for the SDTF by a total of 2 percent (to be phased in over a
period of 3 years starting on July 1, 2019).
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NOTES TO FINANCIAL STATEMENTS
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)

o As specified in C.R.S. § 24-51-413, the State is required to contribute $225 million each year to
PERA starting on July 1, 2018. A portion of the direct distribution payment is allocated to the SDTF
based on the proportionate amount of annual payroll of the SDTF to the total annual payroll of the
SDTF, School Division Trust Fund, Judicial Division Trust Fund, Denver Public Schools Division
Trust Fund. The direct distribution amount allocated to the Center for the year ended June 30, 2019
was $154,639.

¢ Modifies the retirement benefits, including temporarily suspending and reducing the annual increase
for all current and future retirees, increases the highest average salary for employees with less than
five years of service credit on December 31, 2019 and raises the retirement age for new employees.

e Member contributions, employer contributions, the direct distribution from the State, and the annual
increases will be adjusted based on certain statutory parameters beginning July 1, 2020, and then
each year thereafter, to help keep PERA on path to full funding in 30 years.

o Expands eligibility to participate in the PERA DC Plan to certain new members of the State
Division hired on or after January 1, 2019, who are classified State College and University
employees. Beginning January 1, 2021, and every year thereafter, employer contribution rates for
the SDTF will be adjusted to include a defined contribution supplement based on the employer
contribution amount paid to defined contribution plan participant accounts that would have
otherwise gone to the defined benefit trusts to pay down the unfunded liability plus any defined
benefit investment earnings thereon.

Other Post Employment Benefit (OPEB) Plan

The Center participates in the Health Care Trust Fund (HCTF), a cost-sharing multiple-employer defined
benefit OPEB fund administered by the Public Employees’ Retirement Association of Colorado (“PERA”).
The net OPEB liability, deferred outflows of resources and deferred inflows of resources related to OPEB,
OPEB expense, information about the fiduciary net position and additions to/deductions from the fiduciary net
position of the HCTF have been determined using the economic resources measurement focus and the accrual
basis of accounting. For this purpose, benefits paid on behalf of health care participants are recognized when
due and/or payable in accordance with the benefit terms. Investments are reported at fair value.

Fair Value Measurement

The Center categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair value
of the asset. Level 1 inputs are quoted prices in active markets for identical assets;, Level 2 inputs are
significant other observable inputs; Level 3 inputs are significant unobservable inputs.

Statement of Cash Flows

For purposes of the statement of cash flows, the Center considers all highly liquid investments purchased with
an original maturity of three months or less to be cash equivalents except that the Center has elected not to
include restricted cash as part of cash equivalents.
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NOTES TO FINANCIAL STATEMENTS
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NOTE 2 - FINANCIAL STATEMENT PRESENTATION

The Center has a Patient Benefit Fund and a Resident Trust Fund that have been included with the enterprise
proprietary fund for financial reporting purposes. The Patient Benefit Fund reports donations from the public
and is controlled by a committee consisting of resident representatives and other interested outside parties.
This fund is used for various resident needs and activities and the assets, liabilities, net position, revenue, and
expenses of this fund are included in the Statement of Net Position and the Statement of Revenue, Expenses,
and Changes in Net Position. The Resident Trust fund consists of personal funds belonging to the individual
residents and this fund's assets, and liabilities are reported in the Statement of Net Position. Since this fund is
an agency fund, the additions and deletions of this fund are not included in the Statement of Revenues,
Expenses, and Changes in Net Position. Below are the amounts from these funds included in the financial

statements:
Statement of Net Position June 30, 2019
Patient Resident
Benefit Trust
Fund Fund
Assets
Cash and cash equivalents $ 62,248 § 324,920
Liabilities and Net Position
Deposits held in trust for residents $ - § 324,920
Other liabilities 1.829 -
Total Liabilities 62,248 324,920
Net Position
Restricted for resident purposes 60419 § -
Total Liabilities and Net Position $ 60419 § 324920
Statement of Revenue, Expenses, and Changes in Net Position Year ended
June 30, 2019
Patient
Benefit Fund
Nonoperating revenue
Donations $ 34,951
Interest income 35

Total nonoperating revenue
Nonoperating expenses
Materials and supplies

34,986

40,961

Change in net position (5,975)
Net position, beginning of year 66,394
Net position, end of year $ 60,419
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BRUCE MCCANDLESS COLORADO VETERANS
COMMUNITY LIVING CENTER AT FLORENCE
NOTES TO FINANCIAL STATEMENTS
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NOTE 3 — CASH AND CASH EQUIVALENTS

Cash and cash equivalents are summarized as follows:

Proprietary Fund

Cash on hand $ 200

Demand deposits 5,019

Cash with State Treasurer 8,157,147
$ 8,162,366

Patient Benefit and Resident Funds

Cash on hand $ 3,050

Demand deposits 384,118
$ 387,168

The Center deposits cash with the Colorado State Treasurer as required by Colorado Revised Statutes
(C.R.S.). The State Treasurer pools these deposits and invests them in securities approved by C.R.S. 24-75-
601.1. The State Treasury acts as a bank for all state agencies and institutions of higher education, with the
exception of the University of Colorado. Moneys deposited in the Treasury are invested until the cash is
needed. As of June 30, 2019, the Center had cash on deposit with the State Treasurer of $8,157,147, which
represented approximately 0.09 percent of the total $9,096.5 million fair value of deposits in the State
Treasurer’s Pool (Pool).

On the basis of the Center’s participation in the Pool, the Center reports as an increase or decrease in cash for
its share of the Treasurer’s unrealized gains and losses on the Pool’s underlying investments. The State
Treasurer does not invest any of the Pool’s resources in any external investment pool, and there is no
assignment of income related to participation in the Pool. The unrealized gains/losses included in income
reflect only the change in fair value for the fiscal year.

Additional information on investments of the State Treasurer’s Pool may be obtained in the state’s
Comprehensive Annual Financial Report for the year ended June 30, 2019.

Custodial credit risk is the risk that, in the event of a bank failure, the Center’s deposits may not be returned to
it. The Center’s policy for custodial credit risk parallels Colorado statutes as described above. At June 30,
2019, none of the Center’s deposits were exposed to custodial credit risk because of federal depository
insurance and the pledge of eligible collateral.
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NOTE 4 - RECEIVABLES

Receivables at June 30, 2019 consist of the following:

Patient fees, net of allowance for doubtful accounts of $138,823
Medicaid reimbursement, net of allowance for doubtful accounts of $33,769
Other receivables, net of allowance for doubtful accounts of $70,738

VA per diem reimbursements

Medicare, net of allowance for doubtful accounts of $11,326
Total due from other governments

NOTE S — CAPITAL ASSETS

Following is a summary of capital assets:

Nondepreciable assets —
Land
Art and historical treasures
Construction in progress
Total capital assets not
being depreciated

Depreciable assets —
Land improvements
Buildings
Furniture and equipment
Vehicles
Software
Total capital assets
being depreciated

Less: accumulated depreciation for —
Land improvements
Buildings
Furniture and equipment
Vehicles
Software
Total accumulated depreciation

Capital assets being depreciated, net

Total capital assets

7,415
573,337
134,617
$ 715369
424,450
109,690
$ 534,140

Balance Balance
July 1, 2018 Additions Deletions June 30, 2019
60,000 $ -3 - 60,000
11,122 - - 11,122
72,427 42.490 - 114917
143,549 42.490 - 186,039
211,927 - - 211,927
9,295,380 - - 9,295,380
430,504 44,137 - 474,641
82,058 - - 82,058
54,025 - - 54,025
10,073.894 44137 - 10,118,031
204,084 1,684 - 205,768
5,611,453 377,002 - 5,988,455
394,590 12,765 - 407,355
82,058 - - 82,058
54,025 - - 54,025
6,346,210 391.451 - 6,737,661
3.727.684 (347.314) - 3.380.370
$ 3871233 $§ (304.824) § - § 3,566,409
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NOTE 6 — RISK MANAGEMENT

The Center is exposed to various risks of loss related to torts; theft, damage, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. The Center’s risks related to general liability,
motor vehicle liability, worker’s compensation and medical claims are covered under the self-insurance fund
managed by the Department of Personnel & Administration for the State of Colorado. Property claims are
covered by commercial insurance and claims settled have not exceeded coverage limits for the last three years.
A further description of the state’s risks is contained in the State’s Comprehensive Annual Financial Report

NOTE 7 — PENSION PLANS
General Information about the Pension Plan

Plan Description: Eligible employees of the Center are provided with pensions through the State Division
Trust Fund (SDTF)—a cost-sharing multiple-employer defined benefit pension plan administered by PERA.
Plan benefits are specified in Title 24, Article 51 of the Colorado Revised Statutes (C.R.S.), administrative
rules set forth at 8 C.C.R. 1502-1, and applicable provisions of the federal Internal Revenue Code. Colorado
State law provisions may be amended from time to time by the Colorado General Assembly. PERA issues a
publicly available comprehensive annual financial report that can be obtained at
www.copera.org/investments/pera-financial-reports.

Benefits provided as of December 31, 2018: PERA provides retirement, disability, and survivor benefits. Retirement
benefits are determined by the amount of service credit earned and/or purchased, highest average salary, the benefit
structure(s) under which the member retires, the benefit option selected at retirement, and age at retirement. Retirement
eligibility is specified in tables set forth at C.R.S. § 24-51-602, 604, 1713, and 1714,

The lifetime retirement benefit for all eligible retiring employees under the PERA Benefit Structure is the
greater of the:

* Highest average salary multiplied by 2.5 percent and then multiplied by years of service
credit

¢ The value of the retiring employee’s member contribution account plus a 100 percent
match on eligible amounts as of the retirement date. This amount is then annuitized into
a monthly benefit based on life expectancy and other actuarial factors.

The lifetime retirement benefit for all eligible retiring employees under the Denver Public Schools (DPS)
benefit structure is the greater of the:

e Highest average salary multiplied by 2.5 percent and then multiplied by years of service credit

e $15 times the first 10 years of service credit plus $20 times service credit over 10 years plus a
monthly amount equal to the annuitized member contribution account balance based on life
expectancy and other actuarial factors.

In all cases the service retirement benefit is limited to 100 percent of highest average salary and also cannot
exceed the maximum benefit allowed by federal Internal Revenue Code.

=23 -



BRUCE MCCANDLESS COLORADO VETERANS
COMMUNITY LIVING CENTER AT FLORENCE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

NOTE 7 — PENSION PLANS (Cont’d.)

Members may elect to withdraw their member contribution accounts upon termination of employment with all
PERA employers; waiving rights to any lifetime retirement benefits earned. If eligible, the member may
receive a match of either 50 percent or 100 percent on eligible amounts depending on when contributions were
remitted to PERA, the date employment was terminated, whether 5 years of service credit has been obtained
and the benefit structure under which contributions were made.

As of December 31, 2019, benefit recipients who elect to receive a lifetime retirement benefit are generally
eligible to receive postretirement cost-of-living adjustments, referred to as annual increases in the C.R.S.
There are no annual increases (AI) for 2018 and 2019 for all benefit recipients. Thereafter, benefit recipients
under the PERA benefit structure who began eligible employment before January 1, 2007 structure will
receive an annual increase, unless PERA has a negative investment year, in which case the annual increase for
the next three years is the lesser of 1.5 percent or the average of the Consumer Price Index for Urban Wage
Earners and Clerical Workers (CPI-W) for the prior calendar year. Benefit recipients under the PERA benefit
structure who began eligible employment after January 1, 2007 receive an annual increase of the lesser of 1.5
percent or the average CPI-W for the prior calendar year, not to exceed 10 percent of PERA’s Annual Increase
Reserve (AIR) for the SDTF. The automatic adjustment provision may raise or lower the aforementioned Al
for a given year by up to one-quarter of 1 percent based on the parameters specified C.R.S. § 24-51-413.
Disability benefits are available for eligible employees once they reach five years of earned service credit and
are determined to meet the definition of disability.

Survivor benefits are determined by several factors, which include the amount of earned service credit, highest
average salary of the deceased, the benefit structure(s) under which service credit was obtained, and the
qualified survivor(s) who will receive the benefits.

Contributions provisions as of June 30, 2019: Eligible employees and the State are required to contribute to
the SDTF at a rate set by Colorado statute. The contribution requirements for the SDTF are established under
C.R.S. § 24-51-401, et seq. and § 24-51-413. Employee contribution rates for the period of July 2018 through
June 2019 are summarized in the table below:

January 1,2018 January 1, 2019 July 1, 2019
Through Through Through
December 31,2018 | June 30,2019 June 30, 2020
Employee contribution 8.00% 8.00% 8.75%
(all employees except State
Troopers)
State Troopers Only 10.00% 10.00% 10.75%

"Rates are expressed as a percentage of salary as defined in C.R.S. § 24-61-101(42).
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NOTE 7 - PENSION PLANS (Cont’d.)

The employer contribution requirements for all employees except State Troopers are summarized in the table

below:
January 1, 2018 January 1, July 1, 2019
Through 2019 Through
December 31, Through June 30, 2020
2018 June 30, 2019
Employer contribution rate 10.15% 10.15% 10.40%
Amount of employer contribution (1.02)% (1.02)% (1.02)%

Rpportioned to the Health Care Trust

Hiund as specified in C.R.S. § 24-51-

B08(1)(f)

“Amount apportioned to the SDTF 9.13% 9.13% 9.38%
Amortization Equalization 5.00% 5.00% 5.00%
Disbursement (AED) as specified in
C.R.S. §24-51-411
Supplemental Amortization 5.00% 5.00% 5.00%
Equalization Disbursement (SAED)
as specified in C.R.S. § 24-51-411
Total employer contribution rate to 19.13% 19.13% 19.38%
the SDTF

Contribution rates for the SDTF are expressed as a percentage of salary as defined in C.R.S. § 24-51-101(42).

As specified in C.R.S. § 24-51-413, the State is required to contribute $225 million each year to PERA
starting on July 1, 2018. A portion of the direct distribution payment is allocated to the SDTF based on the
proportionate amount of annual payroll of the SDTF to the total annual payroll of the SDTF, School Division
Trust Fund, Judicial Division Trust Fund, and Denver Public Schools Division Trust Fund. A portion of the
direct distribution allocated to the SDTF is considered a nonemployer contribution for financial reporting
purposes.

Employer contributions are recognized by the SDTF in the period in which the compensation becomes
payable to the member and the Center is statutorily committed to pay the contributions to the SDTF. Employer
contributions recognized by the SDTF from the Center were $1,198,825 for the year ended June 30, 2019.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

The net pension liability for the SDTF was measured as of December 31, 2018, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of December 31, 2017.
Standard update procedures were used to roll-forward the total pension liability to December 31, 2018. The
Center’s proportion of the net pension liability was based on the Center’s contributions to the SDTF for the
calendar year 2018 relative to the total contributions of participating employers and the State as a
nonemployer contributing entity for participating employers of the SDTF that are outside of the State’s
financial reporting entity.
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NOTE 7 — PENSION PLANS (Cont’d.)

At June 30, 2019, the Center reported a liability of $22,418,336 for its proportionate share of the net pension
liability.

For the year ended June 30, 2019, the Center recognized pension expense (benefit) of $(2,824,368). At June
30, 2019, the Center reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Outflows | Deferred Inflows of
of Resources Resources

Difference bgtween expected and $ 641,089 | § i
actual experience
Changes of assumptions or other 1,180,439 11,576,483
inputs
Net difference between projected
and actual earnings on pension plan 1,132,380 -
investments
Changes in proportion and
differences between contributions 103,619 187,399
recognized and proportionate share
of contributions
Contributions subsequent to the 565,316 N/A
measurement date

Total $ 3,622,844 | § 11,763,882

$565,316 reported as deferred outflows of resources related to pensions, resulting from contributions
subsequent to the measurement date, will be recognized as a reduction of the net pension liability in the year
ended June 30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense as follows:

Fiscal Year ended June 30:

2020 $ (4,216,205)
2021 $ (5,165,898)
2022 $ 55,629
2023 $ 620,121
2024 $ -
Thereafter $ -
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NOTE 7 — PENSION PLANS (Cont’d.)

Actuarial assumptions. The total pension liability in the December 31, 2017 actuarial valuation was
determined using the following actuarial cost method, actuarial assumptions and other inputs:

Actuarial cost method Entry age

Price inflation 2.40 percent

Real wage growth 1.10 percent

Wage inflation 3.50 percent
Salary increases, including wage inflation 3.50 - 9.17 percent

Long-term investment rate of return, net of pension
plan investment expenses, including price inflation ~ 7.25 percent
Discount rate 4.72 percent
Post-retirement benefit increases:
PERA benefit structure hired prior to 1/1/07;
and DPS benefit structure (automatic) 2.00 percent compounded
annually
PERA benefit structure hired after 12/31/06
(ad hoc, substantively automatic) Financed by the
Annual Increase Reserve

The revised assumptions shown below were reflected in the roll-forward calculation of the total pension
liability from December 31, 2017 to December 31, 2018:

Discount rate 7.25 percent
Post-retirement benefit increases:

PERA benefit structure hired prior to 1/1/07

and DPS benefit structure (automatic) 0% through 2019 and 1.5%

compounded annually
thereafter

PERA benefit structure hired after 12/31/06
(ad hoc, substantively automatic) Financed by the
Annual Increase Reserve

Healthy mortality assumptions for active members reflect the RP-2014 White Collar Employee Mortality
Table, a table specifically developed for actively working people. To allow for an appropriate margin of
improved mortality prospectively, the mortality rates incorporate a 70 percent factor applied to male rates and
a 55 percent factor applied to female rates.

Healthy, post-retirement mortality assumptions reflect the RP-2014 Healthy Annuitant Mortality Table,
adjusted as follows:

e Males: Mortality improvement projected to 2018 using the MP-2015 projection
scale, a 73 percent factor applied to rates for ages less than 80, a 108 percent factor
applied to rates for ages 80 and above, and further adjustments for credibility.
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e Females: Mortality improvement projected to 2020 using the MP-2015 projection
scale, a 78 percent factor applied to rates for ages less than 80, a 109 percent factor
applied to rates for ages 80 and above, and further adjustments for credibility.

For disabled retirees, the mortality assumption was based on 90 percent of the RP-2014 Disabled Retiree
Mortality Table.

The actuarial assumptions used in the December 31, 2016, valuations were based on the results of the
2016 experience analysis for the periods January 1, 2012, through December 31, 2015, as well as, the
October 28, 2016, actuarial assumptions workshop and were adopted by the PERA Board during the
November 18, 2016, Board meeting.

The long-term expected return on plan assets is reviewed as part of regular experience studies prepared
every four or five years for PERA. Recently, this assumption has been reviewed more frequently. The
most recent analyses were outlined in presentations to PERA’s Board on October 28, 2016.

Several factors were considered in evaluating the long-term rate of return assumption for the SDTF,
including long-term historical data, estimates inherent in current market data, and a log-normal
distribution analysis in which best-estimate ranges of expected future real rates of return (expected return,
net of investment expense and inflation) were developed for each major asset class. These ranges were
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 then adding expected inflation.

As of the most recent adoption of the long-term expected rate of return by the PERA Board, the target
asset allocation and best estimates of geometric real rates of return for each major asset class are
summarized in the following table:

Asset Class Target 30 Year Expected
Allocation Geometric Real
Rate of Return
U.S. Equity — Large Cap 21.20% 4.30%
U.S. Equity — Small Cap 7.42% 4.80%
Non-U.S. Equity — Developed 18.55% 5.20%
Non-U.S. Equity — Emerging 5.83% 5.40%
Core Fixed Income 19.32% 1.20%
High Yield 1.38% 4.30%
Non-U.S. Fixed Income — 1.84% 0.60%
Developed
Emerging Market Debt 0.46% 3.90%
Core Real Estate 8.50% 4.90%
Opportunity Fund 6.00% 3.80%
Private Equity 8.50% 6.60%
Cash 1.00% 0.20%
Total 100.00%
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NOTE 7 - PENSION PLANS (Cont’d.)

In setting the long-term expected rate of return, projections employed to model future returns provide a
range of expected long-term returns that, including expected inflation, ultimately support a long-term

expected rate of return assumption of 7.25%.

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 applied the actuarial cost method and
assumptions shown above. In addition, the following methods and assumptions were used in the

projection of cash flows:

Total covered payroll for the initial projection year consists of the covered payroll of
the active membership present on the valuation date and the covered payroll of future
plan members assumed to be hired during the year. In subsequent projection years, total
covered payroll was assumed to increase annually at a rate of 3.50%.

Employee contributions were assumed to be made at the member contribution rates in
effect for each year, including scheduled increases in SB 18-200. Employee
contributions for future plan members were used to reduce the estimated amount of
total service costs for future plan members.

Employer contributions were assumed to be made at rates equal to the fixed statutory
rates specified in law for each year, including the scheduled increase in SB 18-200.
Employer contributions also include current and estimated future AED and SAED, until
the actuarial value funding ratio reaches 103%, at which point, the AED and SAED will
each drop 0.50% every year until they are zero. Additionally, estimated employer
contributions included reductions for the funding of the AIR and retiree health care
benefits. For future plan members, employer contributions were further reduced by the
estimated amount of total service costs for future plan members not financed by their
member contributions.

As specified in law, the State will provide an annual direct distribution of $225 million
(actual dollars), commencing July 1, 2018, that is proportioned between the State, School,
Judicial, and DPS Division Trust Funds based upon the covered payroll of each Division. The

annual direct distribution ceases when all Division Trust Funds are fully funded.

Employer contributions and the amount of total service costs for future plan members
were based upon a process used by the plan to estimate future actuarially determined
contributions assuming an analogous future plan member growth rate.

The AIR balance was excluded from the initial fiduciary net position, as, per statute,
AIR amounts cannot be used to pay benefits until transferred to either the retirement
benefits reserve or the survivor benefits reserve, as appropriate. AIR transfers to the
fiduciary net position and the subsequent AIR benefit payments were estimated and
included in the projections.

Benefit payments and contributions were assumed to be made at the middle of the year.
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Based on the above assumptions and methods, the projection test indicates the SDTF’s fiduciary net
position was projected to be available to make all projected future benefit payments of current members.
Therefore, the long-term expected rate of return of 7.25 percent on pension plan investments was applied
to all periods of projected benefit payments to determine the total pension liability. The discount
determination does not use the municipal bond index rate, and therefore, the discount rate is 7.25 percent.

As of the prior measurement date, the long-term expected rate of return on plan investments of 7.25
percent and the municipal bond index rate of 3.43 percent were used in the discount rate determination
resulting in a discount rate of 4.72 percent, 2.53 percent lower compared to the current measurement date.

Sensitivity of the Center’s proportionate share of the net pension liability to changes in the discount rate.
The following presents the proportionate share of the net pension liability calculated using the discount
rate of 7.25 percent, as well as what the proportionate share of the net pension liability 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 1% Increase
(6.25%) Discount Rate (8.25%)
(7.25%)
Proportionate share of the net pension $27,869,857 | $22,418,336 $17,805,862
liability

Pension plan fiduciary net position. Detailed information about the SDTF’s fiduciary net position is
available in PERA’s comprehensive annual financial report which can be obtained at
www.copera.org/investments/pera-financial-reports.

NOTE 8 — OTHER RETIREMENT PLANS

Voluntary Investment Program (PERAPlus 401(K) Plan)

Plan Description - Employees of the Center that are also members of the SDTF may voluntarily contribute
to the Voluntary Investment Program, an Internal Revenue Code Section 401(k) defined contribution plan
administered by PERA. Title 24, Article 51, Part 14 of the C.R.S., as amended, assigns the authority to
establish the Plan provisions to the PERA Board of Trustees. PERA issues a publicly available
comprehensive annual financial report which includes additional information on the Voluntary Investment
Program. That report can be obtained at www.copera.org/investments/pera-financial-reports.

Funding Policy - The Voluntary Investment Program is funded by voluntary member contributions up to

the maximum limits set by the Internal Revenue Service, as established under Title 24, Article 51, Section
1402 of the C.R.S., as amended. Employees are immediately vested in their own contributions.
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NOTE 8 - OTHER RETIREMENT PLANS (cont'd)

Defined Contribution Retirement Plan (DC Plan)

Plan Description — Employees of the State of Colorado that were hired on or after January 1, 2006 and
employees of certain community colleges that were hired on or after January 1, 2008 which were eligible
to participate in the SDTF, a cost-sharing multiple-employer defined benefit pension plan, have the option
to participate in the SDTF or the Defined Contribution Retirement Plan (PERA DC Plan). SB 18-200
expands eligibility to participate in the PERA DC Plan to new employees hired on or after January 1,
2019, who are classified college and university employees in the State Division. The PERA DC Plan is an
Internal Revenue Code Section 401(a) governmental profit-sharing defined contribution plan. Title 24,
Article 51, Part 15 of the C.R.S., as amended, assigns the authority to establish Plan provisions to the
PERA Board of Trustees. The PERA DC Plan is also included in PERA’s comprehensive annual financial
report as referred to above.

Funding Policy — All participating employees in the PERA DC Plan and the Center are required to
contribute a percentage of the participating employees’ PERA-includable salary to the PERA DC Plan.
The employee and employer contribution rates for the period July 2018 through June 2019 are
summarized in the tables below:

January 1, 2018 | January 1, 2019 July 1, 2019
Through Through Through
December 31, June 30, 2019 June 30, 2020
2018
Employee Contribution Rates:
Employee contribution 8.00% 8.00% 8.75%
(all employees except State Troopers)
State Troopers Only 10.00% 10.00% 10.75%
Employer Contribution Rates:
On behalf of all employees except 10.15% 10.15% 10.40%
State Troopers)
State Troopers Only 12.85% 12.85% 13.10%

Additionally the employers are required to contribute AED and SAED to the SDTF as follows:

As of June
30,2019

Amortization Equalization Disbursement 5.00%
(AED) as specified in C.R.S. § 24-51-411"
Supplemental Amortization Equalization 5.00%
Disbursement (SAED) as specified in C.R.S.
§ 24-51-411!
Total employer contribution rate to the 10.00%
SDTF!

'Rates are expressed as a percentage of salary as defined in C.R.S. § 24-51-101(42).
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Contribution requirements are established under Title 24, Article 51, Section 1505 of the C.R.S., as
amended. Participating employees of the PERA DC Plan are immediately vested in their own
contributions and investment earnings and are immediately 50 percent vested in the amount of employer
contributions made on their behalf. For each full year of participation, vesting of employer contributions
increases by 10 percent. Forfeitures are used to pay expenses of the PERA DC Plan in accordance with
PERA Rule 16.80 as adopted by the PERA Board of Trustees in accordance with Title 24, Article 51,
Section 204 of the C.R.S. As a result, forfeitures do not reduce pension expense.

The Center made contributions to other retirement plans totaling $13,748 during Fiscal Year 2019.
NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS
General Information about the OPEB Plan

Plan description. Eligible employees of the Center are provided with OPEB through the HCTF—a cost-
sharing multiple-employer defined benefit OPEB plan administered by PERA. The HCTF is established
under Title 24, Article 51, Part 12 of the Colorado Revised Statutes (C.R.S.), as amended. Colorado State
law provisions may be amended from time to time by the Colorado General Assembly. Title 24, Article
51, Part 12 of the C.R.S., as amended, sets forth a framework that grants authority to the PERA Board to
contract, self-insure, and authorize disbursements necessary in order to carry out the purposes of the
PERACare program, including the administration of the premium subsidies. Colorado State law provisions
may be amended from time to time by the Colorado General Assembly. PERA issues a publicly available
comprehensive annual financial report that can be obtained at www.copera.org/investments/pera-financial-

reports.

Benefits provided. The HCTF provides a health care premium subsidy to eligible participating PERA
benefit recipients and retirees who choose to enroll in one of the PERA health care plans, however, the
subsidy is not available if only enrolled in the dental and/or vision plan(s). The health care premium
subsidy is based upon the benefit structure under which the member retires and the member’s years of
service credit. For members who retire having service credit with employers in the Denver Public Schools
(DPS) Division and one or more of the other four Divisions (State, School, Local Government and
Judicial), the premium subsidy is allocated between the HCTF and the Denver Public Schools Health Care
Trust Fund (DPS HCTF). The basis for the amount of the premium subsidy funded by each trust fund is the
percentage of the member contribution account balance from each division as it relates to the total member
contribution account balance from which the retirement benefit is paid.

C.R.S. § 24-51-1202 et seq. specifies the eligibility for enrollment in the health care plans offered by
PERA and the amount of the premium subsidy. The law governing a benefit recipient’s eligibility for the
subsidy and the amount of the subsidy differs slightly depending under which benefit structure the benefits
are calculated. All benefit recipients under the PERA benefit structure and all retirees under the DPS
benefit structure are eligible for a premium subsidy, if enrolled in a health care plan under PERACare.
Upon the death of a DPS benefit structure retiree, no further subsidy is paid.
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Enrollment in the PERACare is voluntary and is available to benefit recipients and their eligible
dependents, certain surviving spouses, and divorced spouses and guardians, among others. Eligible
benefit recipients may enroll into the program upon retirement, upon the occurrence of certain life events,
or on an annual basis during an open enrollment period.

PERA Benefit Structure

The maximum service-based premium subsidy is $230 per month for benefit recipients who are under 65
years of age and who are not entitled to Medicare; the maximum service-based subsidy is $115 per month
for benefit recipients who are 65 years of age or older or who are under 65 years of age and entitled to
Medicare. The basis for the maximum service-based subsidy, in each case, is for benefit recipients with
retirement benefits based on 20 or more years of service credit. There is a 5 percent reduction in the
subsidy for each year less than 20. The benefit recipient pays the remaining portion of the premium to the
extent the subsidy does not cover the entire amount.

For benefit recipients who have not participated in Social Security and who are not otherwise eligible for
premium-free Medicare Part A for hospital-related services, C.R.S. § 24-51-1206(4) provides an additional
subsidy. According to the statute, PERA cannot charge premiums to benefit recipients without Medicare
Part A that are greater than premiums charged to benefit recipients with Part A for the same plan option,
coverage level, and service credit. Currently, for each individual PERACare enrollee, the total premium
for Medicare coverage is determined assuming plan participants have both Medicare Part A and Part B and
the difference in premium cost is paid by the HCTF or the DPS HCTF on behalf of benefit recipients not
covered by Medicare Part A.

DPS Benefit Structure

The maximum service-based premium subsidy is $230 per month for retirees who are under 65 years of
age and who are not entitled to Medicare; the maximum service-based subsidy is $115 per month for
retirees who are 65 years of age or older or who are under 65 years of age and entitled to Medicare. The
basis for the maximum subsidy, in each case, is for retirees with retirement benefits based on 20 or more
years of service credit. There is a 5 percent reduction in the subsidy for each year less than 20. The retiree
pays the remaining portion of the premium to the extent the subsidy does not cover the entire amount.

For retirees who have not participated in Social Security and who are not otherwise eligible for premium-
free Medicare Part A for hospital-related services, the HCTF or the DPS HCTF pays an alternate service-
based premium subsidy. Each individual retiree meeting these conditions receives the maximum $230 per
month subsidy reduced appropriately for service less than 20 years, as described above. Retirees who do
not have Medicare Part A pay the difference between the total premium and the monthly subsidy.

Contributions. Pursuant to Title 24, Article 51, Section 208(1)(f) of the C.R.S., as amended, certain
contributions are apportioned to the HCTF. PERA-affiliated employers of the State, School, Local
Government, and Judicial Divisions are required to contribute at a rate of 1.02 percent of PERA-
includable salary into the HCTF.
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OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

At June 30, 2019, the Center reported a liability of $951,566 for its proportionate share of the net OPEB
liability. The net OPEB liability for the HCTF was measured as of December 31, 2018, and the total
OPEB liability used to calculate the net OPEB liability was determined by an actuarial valuation as of
December 31, 2017. Standard update procedures were used to roll-forward the total OPEB liability to
December 31, 2018. The Center’s proportion of the net OPEB liability was based on The Center’s
contributions to the HCTF for the calendar year 2018 relative to the total contributions of participating
employers to the HCTF.

OPEB liability was based on the Center’s contributions to the HCTF for the calendar year 2018 relative to
the total contributions of participating employers to the HCTF.

At December 31, 2018, the Center’s proportion was 0.0699442 percent, which was a decrease of 0.00011
from its proportion measured as of December 31, 2017.

For the year ended June 30, 2019, the Center recognized OPEB expense of $15,932. At June 30, 2018, the
Center reported deferred outflows of resources and deferred inflows of resources related to OPEB from the
following sources:

Deferred Outflows Deferred Inflows of
of Resources Resources
lefer.ence between expected and actual $ 3,454 $ 1448
experience
Changes of assumptions or other inputs $ 6,675 -
Net difference between projected and $ 5472
actual earnings on OPEB plan investments ’ )
Changes in proportion and differences
between contributions recognized and $3,147 $ 8,824
proportionate share of contributions
Contributions subsequent to the $ 30,142 N/A
measurement date
Total $ 48,890 $ 10,272
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$30,142 reported as deferred outflows of resources related to OPEB, resulting from contributions
subsequent to the measurement date, will be recognized as a reduction of the net OPEB liability in the year
ended June 30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:

Year ended June 30:

2020 $ 814
2021 814
2022 816
2023 4,615
2024 1,359
Thereafter 57

Actuarial assumptions. The total OPEB liability in the December 31, 2017 actuarial valuation was
determined using the following actuarial cost method, actuarial assumptions and other inputs:

Actuarial cost method Entry age

Price inflation 2.40 percent

Real wage growth 1.10 percent

Wage inflation 3.50 percent

Salary increases, including wage inflation 3.50 percent in aggregate

Long-term investment rate of return, net of OPEB
plan investment expenses, including price inflation ~ 7.25 percent

Discount rate 7.25 percent
Health care cost trend rates
PERA benefit structure:
Service-based premium subsidy 0.00 percent
PERACare Medicare plans 5.00 percent
Medicare Part A premiums 3.25 percent for 2018,
gradually rising to 5.00
percent in 2025
DPS benefit structure:
Service-based premium subsidy 0.00 percent
PERACare Medicare plans N/A
Medicare Part A premiums N/A

Calculations are based on the benefits provided under the terms of the substantive plan in effect at the time
of each actuarial valuation and on the pattern of sharing of costs between employers of each fund to that
point,

The actuarial assumptions used in the December 31, 2017, valuations were based on the results of the 2016
experience analysis for the periods January 1, 2012, through December 31, 2015, as well as, the October 28,
2016, actuarial assumptions workshop and were adopted by the PERA Board during the November 18,
2016, Board meeting. In addition, certain actuarial assumptions pertaining to per capita health care costs and
their related trends are analyzed and reviewed by PERA’s actuary, as discussed below.
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In determining the additional liability for PERACare enrollees who are age sixty—five or older and who are

not eligible for premium—free Medicare Part A, the following monthly costs/premiums are assumed for 2018
for the PERA Benefit Structure:

Cost for Premiums for

Medicare Plan Members Members
Without Without
Medicare Part A Medicare Part A

Self-Funded Medicare Supplement $736 $367

Plans

Kaiser = Permanente = Medicare 602 236

Advantage HMO

Rocky Mountain Health Plans 611 251

Medicare HMO

UnitedHealthcare Medicare HMO 686 213

The 2018 Medicare Part A premium is $422 per month.

In determining the additional liability for PERACare enrollees in the PERA Benefit Structure who are age
sixty—five or older and who are not eligible for premium—free Medicare Part A, the following chart details
the initial expected value of Medicare Part A benefits, age adjusted to age 65 for the year following the

valuation date:

Cost for

Medicare Plan Members
Without
Medicare Part A

Self-Funded Medicare Supplement $289

Plans

Kaiser = Permanente = Medicare 300

Advantage HMO

Rocky Mountain Health Plans 270

Medicare HMO

UnitedHealthcare Medicare HMO 400

All costs are subject to the health care cost trend rates, as discussed below.

Health care cost trend rates reflect the change in per capita health costs over time due to factors such as
medical inflation, utilization, plan design, and technology improvements. For the PERA benefit structure,
health care cost trend rates are needed to project the future costs associated with providing benefits to those
PERACare enrollees not eligible for premium-free Medicare Part A.
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Health care cost trend rates for the PERA benefit structure are based on published annual health care
inflation surveys in conjunction with actual plan experience (if credible), building block models and
heuristics developed by health plan actuaries and administrators, and projected trends for the Federal
Hospital Insurance Trust Fund (Medicare Part A premiums) provided by the Centers for Medicare &
Medicaid Services. Effective December 31, 2017, the health care cost trend rates for Medicare Part A
premiums were revised to reflect the current expectation of future increases in rates of inflation applicable to
Medicare Part A premiums.

The PERA benefit structure health care cost trend rates that were used to measure the total OPEB liability
are summarized in the table below:

PERACare Medicare Part A

Year Medicare Plans Premiums

2018 5.00% 3.25%
2019 5.00% 3.50%
2020 5.00% 3.75%
2021 5.00% 4.00%
2022 5.00% 4.25%
2023 5.00% 4.50%
2024 5.00% 4.75%
2025+ 5.00% 5.00%

Mortality assumptions for the determination of the total pension liability for each of the Division Trust Funds
as shown below are applied, as applicable, in the determination of the total OPEB liability for the HCTF.
Affiliated employers of the State, School, Local Government, and Judicial Divisions participate in the HCTF.

Healthy mortality assumptions for active members were based on the RP-2014 White Collar Employee
Mortality Table, a table specifically developed for actively working people. To allow for an appropriate
margin of improved mortality prospectively, the mortality rates incorporate a 70 percent factor applied to
male rates and a 55 percent factor applied to female rates.

Healthy, post-retirement mortality assumptions for the State and Local Government Divisions were based on
the RP-2014 Healthy Annuitant Mortality Table, adjusted as follows

o Males: Mortality improvement projected to 2018 using the MP-2015 projection scale,
a 73 percent factor applied to rates for ages less than 80, a 108 percent factor applied
to rates for ages 80 and above, and further adjustments for credibility.

o Females: Mortality improvement projected to 2020 using the MP-2015 projection

scale, a 78 percent factor applied to rates for ages less than 80, a 109 percent factor
applied to rates for ages 80 and above, and further adjustments for credibility.
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Healthy, post-retirement mortality assumptions for the School and Judicial Divisions were based on the RP-
2014 White Collar Healthy Annuitant Mortality Table, adjusted as follows:

e  Males: Mortality improvement projected to 2018 using the MP-2015 projection scale, a
93 percent factor applied to rates for ages less than 80, a 113 percent factor applied to
rates for ages 80 and above, and further adjustments for credibility.

e  Females: Mortality improvement projected to 2020 using the MP-2015 projection scale,
a 68 percent factor applied to rates for ages less than 80, a 106 percent factor applied to
rates for ages 80 and above, and further adjustments for credibility.

For disabled retirees, the mortality assumption was based on 90 percent of the RP-2014 Disabled Retiree
Mortality Table.

The following economic and demographic assumptions were specifically developed for, and
used in, the measurement of the obligations for the HCTF:

e Initial per capita health care costs for those PERACare enrollees under the PERA
benefit structure who are expected to attain age 65 and older ages and are not eligible

for premium-free Medicare Part A benefits were updated to reflect the change in costs
for the 2018 plan year.

e  The health care cost trend rates for Medicare Part A premiums were revised to reflect

the then-current expectation of future increases in rates of inflation applicable to
Medicare Part A premiums.

The long-term expected return on plan assets is reviewed as part of regular experience studies prepared
every four or five years for PERA. Recently, this assumption has been reviewed more frequently. The most
recent analyses were outlined in presentations to PERA’s Board on October 28, 2016.

Several factors were considered in evaluating the long-term rate of return assumption for the HCTF,
including long-term historical data, estimates inherent in current market data, and a log-normal distribution
analysis in which best-estimate ranges of expected future real rates of return (expected return, net of
investment expense and inflation) were developed for each major asset class. These ranges were 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 then adding expected inflation.
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As of the most recent adoption of the long-term expected rate of return by the PERA Board, the target asset

allocation and best estimates of geometric real rates of return for each major asset class are summarized in
the following table:

Asset Class Target 30 Year Expected
Allocation | Geometric Real
Rate of Return

U.S. Equity — Large Cap 21.20% 4.30%
U.S. Equity — Small Cap 7.42% 4.80%
Non-U.S. Equity — Developed 18.55% 5.20%
Non-U.S. Equity — Emerging 5.83% 5.40%
Core Fixed Income 19.32% 1.20%
High Yield 1.38% 4.30%
Non-U.S. Fixed Income — 1.84% 0.60%
Developed

Emerging Market Debt 0.46% 3.90%
Core Real Estate 8.50% 4.90%
Opportunity Fund 6.00% 3.80%
Private Equity 8.50% 6.60%
Cash 1.00% 0.20%

Total 100.00%

In setting the long-term expected rate of return, projections employed to model future returns provide a
range of expected long-term returns that, including expected inflation, ultimately support a long-term
expected rate of return assumption of 7.25%.

Sensitivity of the Center proportionate share of the net OPEB liability to changes in the Health Care Cost
Trend Rates. The following presents the net OPEB liability using the current health care cost trend rates
applicable to the PERA benefit structure, as well as if it were calculated using health care cost trend rates
that are one percentage point lower or one percentage point higher than the current rates:

1% Decrease | Current Trend | 1% Increase in
in Trend Rates Trend Rates
Rates
PERACare Medicare trend rate 4.00% 5.00% 6.00%
Initial Medicare Part A trend rate 2.25% 3.25% 4.25%
Ultimate Medicare Part A trend rate 4.00% 5.00% 6.00%
Net OPEB Liability $ 925,289 $ 951,566 $ 981,788

Discount rate. The discount rate used to measure the total OPEB liability was 7.25 percent. The projection
of cash flows used to determine the discount rate applied the actuarial cost method and assumptions shown
above. In addition, the following methods and assumptions were used in the projection of cash flows:
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e  Updated health care cost trend rates for Medicare Part A premiums as of the December
31, 2018, measurement date.

e Total covered payroll for the initial projection year consists of the covered payroll of the
active membership present on the valuation date and the covered payroll of future plan
members assumed to be hired during the year. In subsequent projection years, total
covered payroll was assumed to increase annually at a rate of 3.50%.

e Employer contributions were assumed to be made at rates equal to the fixed statutory
rates specified in law and effective as of the measurement date.

e  Employer contributions and the amount of total service costs for future plan members
were based upon a process used by the plan to estimate future actuarially determined
contributions assuming an analogous future plan member growth rate.

o Transfers of a portion of purchase service agreements intended to cover the costs
associated with OPEB benefits were estimated and included in the projections.

e  Benefit payments and contributions were assumed to be made at the middle of the year.

Based on the above assumptions and methods, the projection test indicates the HCTF’s fiduciary net position
was projected to make all projected future benefit payments of current members. Therefore, the long-term
expected rate of return of 7.25 percent on OPEB plan investments was applied to all periods of projected
benefit payments to determine the total OPEB liability. The discount rate determination does not use the
municipal bond index rate, and therefore, the discount rate is 7.25 percent.

Sensitivity of the Center’s proportionate share of the net OPEB liability to changes in the discount rate. The
following presents the proportionate share of the net OPEB liability calculated using the discount rate of 7.25
percent, as well as what the proportionate share of the net OPEB liability 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 1% Increase
(6.25%) Discount Rate (8.25%)
(7.25%)
Proportionate share of the net OPEB $ 1,064,719 $ 951,566 $ 854,830
liability

OPERB plan fiduciary net position. Detailed information about the HCTF’s fiduciary net position is available
in PERA’s comprehensive  annual financial report ~which can be  obtained at
www.copera.org/investments/pera-financial-reports.
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Grant Programs — The Center participates in state and federal grant programs which are governed by various
rules and regulations of the grantor agencies. Costs charged to the respective grant programs are subject to
audit and adjustment by the grantor agencies; therefore, to the extent that the Center has not complied with the
rules and regulations governing the grant, refunds of any money received may be required.

Taxpayer Bill of Rights — Colorado voters passed an amendment to the state constitution in November 1992
which contains several limitations, including revenue raising, spending and other specific requirements
affecting state and local governments. The amendment, commonly known as the TABOR Amendment, is
complex and subject to judicial interpretation, however, the management of the Center believes it is in
compliance with the requirements of the amendment.
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BRUCE MCCANDLES VETERANS COMMUNITY LIVING CENTER AT FLORENCE

SCHEDULE OF THE CENTER'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY JUNE 30, 2019
Last 10 Fiscal Years

Dollar amounts in thousands

Fiscal year ended June 30,

Center's proportion of the net pension liability

Center's proportionate share of the net pension liability
Center's covered payroll

Center's proportionate Share of the net pension liability
as a percentage of its employee payroll

Plan fiduciary net position as a percentage of the total
pension liability

? Amounts prior to fiscal 2014 are not available

® Amounts presented for each fiscal year were determined as of December 31 of the previous year

2019

0.197020655%

S 22,418

S 5,973
375.32%
55.10%

2018

0.196162275%

S 39,268

S 6,033
650.88%
43.20%

4D

ab

2017
0.2016813594%
S 37,045
S 5,734

646.06%
43.20%

2016

0.2099145274%

S 22,106

S 5,782
382.32%
42.59%

2015

0.2083437130%

$ 21,941

$ 5,783
379.40%
56.11%

2014

0.2083437130%

S 19,598
S 5,605
349.65%
59.84%



BRUCE MCCANDLES VETERANS COMMUNITY LIVING CENTER AT FLORENCE
SCHEDULE OF THE CENTER'S CONTRIBUTION

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION JUNE 30, 2019

Fiscal year ended June 30,

Contractually required contribution

Contributions in relation to the contractually required contribution

Contribution deficiency

Center's covered payroll

Contributions as a percentage of covered payroll

Last 10 Fiscal Years

2019

$1,142,643

$1,142,643

$5,972,914

19.13%

a,b

2018

$ 1,154,175

$ 1,154,175

S -

$ 6,033,195

19.13%

2017

$ 1,071,149

$ 1,071,149

$ 5,733,683

18.68%

2016

$ 1,028,079

$ 1,028,079

$ 5,782,384

17.78%

# Amounts prior to fiscal 2014 are not available. In future reports, additional years will be added until 10 years of historical data are presented

® Amounts presented for each fiscal year were determined as of December 31 of the previous year

2015
$ 1,009,075

$ 1,009,075

$ 5,783,067

17.45%

2014

S 920,877

$ 920,877

$ 5,402,467

17.05%



BRUCE MCCANDLES VETERANS COMMUNITY LIVING CENTER AT FLORENCE
SCHEDULE OF THE CENTER'S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY JUNE 30, 2019
Last 10 Fiscal Years "

Dollar amounts in thousands

Fiscal year ended June 30, 2019 2018
Center's proportion of the net OPEB liability 0.0699402179% 0.0698335651%
Center's proportionate share of the net OPEB liability S 952 S 908
Center's covered payroll S 5,973 S 6,033

Center's proportionate Share of the net pension liability
as a percentage of its covered payroll 15.94% 15.05%

Plan fiduciary net position as a percentage of the total
pension liability 17.00% 17.53%

? Amounts prior to fiscal 2018 are not available. In future reports, additional years will be added until 10 years of historical data are presented

P Amounts presented for each fiscal year were determined as of December 31 of the previous year



BRUCE MCCANDLES VETERANS COMMUNITY LIVING CENTER AT FLORENCE
SCHEDULE OF THE CENTER'S OPEB CONTRIBUTION
HEALTH CARE TRUST FUND JUNE 30, 2019

Last 10 Fiscal Years *°

Fiscal year ended June 30, 2019 2018
Contractually required contribution S 60,925 S 63,036
Contributions in relation to the contractually required contribution S 60,925 S 63,036
Contribution deficiency S - S -
Center's covered payroll $5,973,006 S 6,181,254
Contributions as a percentage of covered payroll 1.02% 1.02%

? Amounts prior to fiscal 2018 are not available. In future reports, additional years will be added until 10 years of historical data are presented

® Amounts presented for each fiscal year were determined as of December 31 of the previous year
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BRUCE MCCANDLESS COLORADO VETERANS
COMMUNITY LIVING CENTER AT FLORENCE
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2019

NET PENSION LIABILITY ~

Changes in benefit terms and actuarial assumptions

Changes in assumptions or other inputs effective for the December 31, 2018 measurement period are as
follow:

e The assumed investment rate of return of 7.25% was used as the discount rate, rather than using
the blended rate of 4.72%

Changes in assumptions or other inputs effective for the December 31, 2017 measurement period are as
follows:

e The discount rate was lowered from 5.26% to 4.72%.

Changes in assumptions or other inputs effective for the December 31, 2016 measurement period are as
follows:

e The investment return assumption was lowered from 7.50% to 7.25%.

e The price inflation assumption was lowered from 2.80% to 2.40%.

o The real rate of investment return assumption increased from 4.70% per year, net of investment
expenses, to 4.85% per year, net of investment expenses.

e The wage inflation assumption was lowered from 3.90% to 3.50%.

e The mortality tables were changed from RP-2000 Combined Mortality Table for Males and
Females, as appropriate, with adjustments for mortality improvements based on a projection
scale of Scale AA to 2020 to RP-2014 White Collar Employee Mortality for active employees,
RP2014 Healthy Annuitant Mortality tables projected to 2020 using the MP-2015 projection
scale for retirees, or RP-2014 Disabled Retiree Mortality Table for disabled retirees.

e The discount rate was lowered from 7.50% to 5.26%.

There were no changes in terms or assumptions for the December 31, 2015 measurement period for
pension compared to the prior year.

OTHER POST-EMPLOYMENT BENEFITS-
Changes in benefit terms and actuarial assumptions
There were no changes in assumptions or other inputs effective for the December 31, 2018
measurement period for OPEB compared to the prior year.

There were no changes in assumptions or other inputs effective for the December 31, 2017
measurement period for OPEB.
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REQUIRED AUDITOR COMMUNICATION
TO THE

LEGISLATIVE AUDIT COMMITTEE




503 N. Main St., Suite 740
Pueblo, CO 81003-3131
719.543.0516
719.544.2849 Fax
www.cpapueblo.com

McPherson, Groodrich, Paolucci & Mihelich, PC
Tax/Consulting/Audit Certified Public Accountants

REQUIRED AUDITOR COMMUNICATION TO THE
LEGISLATIVE AUDIT COMMITTEE

Members of the Legislative Audit Committee:

We have audited the financial statements of the Bruce McCandless Colorado Veterans Community
Living Center at Florence (the Center) for the year ended June 30, 2019. Professional standards require
that we provide you with information about our responsibilities under generally accepted auditing
standards and Government Auditing Standards, as well as certain information related to the planned
scope and timing of our audit. We have communicated such information in the engagement letter dated
June 11, 2019. Professional standards also require that we communicate to you the following
information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Center are described in Note 1 to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during the
year ended June 30, 2019. We noted no transactions entered into by the Center during the year for
which there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financial statements was the
allowance for uncollectible accounts. Management’s estimate of the allowance for uncollectible
accounts is based on management’s review of the specific accounts and the determination of the
collectability of each account. We evaluated the key factors and assumptions used to develop the
allowance for uncollectible accounts in determining that it is reasonable in relation to the financial
statements taken as a whole.

The financial statement disclosures are neutral, consistent and clear.
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Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing
our audit.

Corrected and Uncorrected Misstatementis

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate then to the appropriate level of management.
There were no misstatements noted.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditors’ report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested and received certain representations from management that are included in the
management representation letter dated December 9, 2019.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the Center’s financial statements or a determination of the type
of auditors’ opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Center’s auditors. However,
these discussions occurred in the normal course of our professional relationship, and our responses were
not a condition to our retention.

Other Matters

We applied certain limited procedures to Management's Discussion and Analysis and the Schedules of
the Center’s Proportionate Share of the Net Pension Liability, the Center’s Contribution to Public
Employees Retirement Association, the Center’s Proportionate Share of the Net OPEB Liability, and the
Center’s OPEB Contribution to the Health Care Trust Fund, which are required supplementary
information (RSI) that supplements the basic financial statements. Our procedures consist of inquiries
of management regarding the methods of preparing the information and comparing the information for
consistency with management's response to our inquiries, the basic financial statements and other
knowledge we obtained during our audit of the basic financial statements. We did not audit the RSI and
do not express an opinion or provide any assurance on the RSI.
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Restriction on Use

This information is intended solely for the information and use of the Legislative Audit Committee, the
Center’s management, and others within the Department of Human Services and is not intended to be,
and should not be used by anyone other than these specified parties. However, this report is a matter of
public record upon release by the Legislative Audit Committee.

I, Pl Crabicd | fishce 7 HALL

December 9, 2019
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GOVERNMENT AUDITING

STANDARDS REPORT




503 N. Main St., Suite 740
Pueblo, CO 81003-3131
719.543.0516
719.544.2849 Fax
www.cpapueblo.com

McPherson, Groodrich, Paolucei & Mihelich, PC
Tax/Consulting/Audit Certifted Public Accountants

INDEPENDENT AUDITORS' REPORT
ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Members of the Legislative Audit Committee

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States , the financial statements of the
Bruce McCandless Colorado Veterans Community Living Center at Florence (the Center), as of
and for the year ended June 30, 2019, and the related notes to the financial statements, which
collectively comprise the Center's basic financial statements, and have issued our report thereon
dated December 9, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Center's
internal control over financial reporting(internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Center's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Center's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

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

As part of obtaining reasonable assurance about whether the Center's financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity's internal control or on compliance. This report is an integral part of an audit

performed in accordance with Government Auditing Standards in considering the entity's internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

%/W, W//W & THALA, 72

December 9, 2019
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