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Business Office
Education Center
520 NW Wall Street
Bend, OR 97703

December 12, 2023

To the Board of Directors and citizens of Deschutes County Administrative School District No. 1 (Bend-
La Pine Schools):

We are pleased to submit the Annual Comprehensive Financial Report of Administrative School District
No. 1, Deschutes County, Oregon (Bend-La Pine Schools or the District), as of and for the year ended
June 30, 2023. Oregon Revised Statutes 297.425 requires the accounts and fiscal affairs of the district
be audited and reviewed at least once each fiscal year. This report is published to accomplish that
requirement.

Audits and reviews required by Oregon Revised Statutes 297.425 shall inquire into:

e The principles of accounting and methods followed by Bend-La Pine Schools in recording, summarizing and
reporting its financial transactions and financial condition;

e The accuracy and legality of the transactions, accounts, records, files and financial reports of the officers and
employees of Bend-La Pine Schools as they relate to its fiscal affairs; and

e Compliance with requirements, orders and regulations of other public officials which pertain to the financial
condition or financial operations of Bend-La Pine Schools.

The management of Bend-La Pine Schools assumes full responsibility for the completeness and
reliability of the information contained in this report. The District maintains a system of internal accounting
controls designed to provide reasonable assurance that assets are safeguarded against loss or
unauthorized use and that financial records can be relied upon to produce financial statements in
accordance with GAAP. The concept of reasonable assurance recognizes that the cost of maintaining
the system of internal accounting controls should not exceed benefits likely to be derived.

Sensiba issued an unmodified (“clean”) opinion on Bend-La Pine Schools’ financial statements for the
year ended June 30, 2023. Sensiba’s audit opinion report is located at the front of the financial section of
this report.

In addition to meeting the requirements set forth above, the independent audit also was designed to meet
the special needs of federal grantor agencies as provided for in the Federal Single Audit Act and the
Office of Management and Budget's (OMB) Uniform Guidance. These standards require the independent
auditor not only report on the fair presentation of the basic financial statements, but also on the audited
government’s internal controls and compliance with legal requirements, with special emphasis on the
administration of federal awards. The results of the independent audit for the fiscal year ended June 30,
2023 can be found in the Audit Comments and Disclosures Section of this report.

Management’s discussion and analysis (MD&A) immediately follows Sensiba’s report and provides a
narrative introduction, overview, and analysis of the basic financial statements. MD&A complements this
letter of transmittal and should be read in conjunction with it.

Bend-La Pine Schools Profile

Bend-La Pine Schools is the fifth largest school district in the State of Oregon. Constituted by 33 schools
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and 2 charter schools across our 1,700 square miles across the communities of Bend, La Pine, and
Sunriver. The District was formed in 1961 as the result of an election that consolidated five school
districts.

Bend-La Pine Schools serves more than 17,416 students in kindergarten through grade twelve and
currently operates nineteen elementary schools, seven middle schools, and seven high schools. There
are also two district-sponsored charter schools.

The District is governed by a seven-member board elected to four-year terms, five members by zones
based on voter precincts and two at-large members. The Board is the governing body, and as such is
exclusively responsible for its decisions and is accountable for the decisions it makes. The Board is
focused on policies that elevate student achievement and create world class schools. The latitude
afforded under state law allows the School Board to significantly influence operations. This authority
includes, but is not limited to, adoption and appropriation of the budget, control over all assets,
negotiating collective bargaining agreements, short-term borrowing, and contracting and developing the
programs of the District. The Board of Directors together with seven appointed community members,
comprises the fourteen-member Budget Committee. In addition, community members take an active role
in the District’'s schools through volunteer programs, site committees and parent groups.

We are the second largest employer in Central Oregon, with 85% of our $225 million operating budget
focused on people. We celebrate an award-winning staff of over 2200, including Teachers of the Year,
numerous Presidential Math and Science honorees, James Madison Fellowship winners, and School
Nurses of the Year.

Visioning

Bend-La Pine Schools’ strategic plan is built on a simple, but profound promise: every student in Bend-La
Pine Schools is known by name, strengths, and needs, and graduates ready for college, career,
community engagement and life.

At Bend-La Pine Schools we value the work of our teachers and staff, who help enrich our students’
school experiences. Our schools are home to state and national award-winning activities, including
journalism, band, speech and debate, robotics, DECA, Future Farmers of America, Future Business
Leaders of America, and more. With over 33 career technical education programs and 60 courses
available for both high school and college credit in our 7 high schools, we provide comprehensive and
highly enriching opportunities for our students to access their passions and pathways to a successful
future.

Each year, Bend-La Pine works to build upon our successes in order to deliver the best teaching and
learning environment in Oregon. Almost 1300 Bend-La Pine Schools students flipped their tassels in
2023, accepting high school diplomas and preparing for studies at prestigious universities and colleges
around the world, or beginning post-high school training at hundreds of institutions. 366 of these
students earned honors diplomas, 52 earned the Seal of Biliteracy, and 38 received their International
Baccalaureate diplomas.

The Board of Directors, in partnership with district leadership, has provided clear direction and focus
towards this promise through the development of the Board’'s Goals:

Students are engaged and develop a strong academic foundation.

Students have a passion, purpose, and plan for their future.

Students, families, and staff experience wellness, inclusion, and belonging in our schools.
Operational systems align and support an academically effective and sustainable organization
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These goals are also informed by the 2019-20 Excellence and Equity Review, where we engaged with
the community to identify focal points in how we deliver upon the goals identified above:

Empower student, family, and community voice.

Create safer, healthier, more equitable school environments for students and families.
Review and redesign curriculum to include anti-racist resources and diverse perspectives.
Focus on core curricula, instruction, and assessment practices that elevate learning for all
students.

Diversify staff in all classifications.

e

o

At Bend-La Pine Schools we strive to connect students with meaningful experiences beyond academics.
Through community service efforts and an emphasis on kindness, empathy and social emotional learning
in the classroom, we are helping all of our students thrive on their respective paths toward limitless
futures.

Local and State Economy

Bend-La Pine Schools is located entirely within Deschutes County. Deschutes County is the most
populous county in the eastern part of Oregon with a 2023 population of approximately 210,400 people.
With its varied topography, tourism is one of Deschutes County largest economic sectors. The Mount
Bachelor ski resort and nearby Cascade Lakes are large draws for tourists. Recreational activities
include downhill and cross-country skiing, hiking, biking, rafting, golfing, camping, fishing, picnicking, rock
climbing, and general sightseeing. Oregon State University - Cascades (OSU-Cascades) is located in
Bend and is the first public university to open in Oregon in more than 50 years. Bend is also home to the
Deschutes Brewery, the 11th largest craft brewery in the nation and the largest of over a thirty
microbreweries in the city.

In FY2022-23, the taxable assessed value of property in Deschutes County increased by approximately
5.6 percent. The area's economic base has diversified significantly since 1980, when the region was
known for its wood products. The top employers in the area are St. Charles Medical Center, a regional
health service organization; Bend-La Pine Schools; Deschutes County; Mt. Bachelor, a ski resort; City of
Bend; Central Oregon Community College; Summit Medical Group, a regional health service
organization; OSU-Cascades, a 4 year public university; Lonza, a scientific research company; and Les
Schwab, a tire retail chain operating in the western United States. Due to its strong and healthy local
economy, Bend-La Pine Schools has maintained a credit rating of Aa2 from Moody’s Investor Service,
the Aa2 rating is a little stronger than the US school districts median of Aa3. The key credit factors
include an extensive tax base with a healthy wealth and income profile, a solid financial position, and
mid-ranged debt and pension burdens.

According to the September 2023 Oregon Economic and Revenue Forecast, economists continue to
predict a soft landing as growth is still outpacing expectations and inflation has slowed considerably in
the last year. Fundamental indicators of economic health are still positive. However, most financial
advisors have concerns about how well the Federal Reserve will be able to use interest rates to reduce
inflation without stifling economic growth. It is still uncertain the extent of the potential economic impact.

With all the turmoil of the last three and a half years, it is easy to lose sight of the fact that incomes are

higher today than they were expected to be in pre-pandemic forecasts. All told, incomes continue to grow
and consumer spending remains strong enough to keep the economy out of a recession.
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Although inflation has fallen significantly, it remains higher than the Federal Reserve’s target of two
percent. Should inflation not subside as expected and the Federal Reserve increase interest rates
further, the potential for a deeper and longer-lasting recession could become the more likely outcome.
Most economists now see the economy stabilizing in 2024 with the possibility of rate cuts by the second
half of the year.

Another factor in the state and local economy is population. In an August 2022 update from the Oregon
Office of Economic Analysis, for the first time in recorded history, there were more deaths than births in
Oregon. Without stronger migration trends, Oregon’s economic growth could be slower than anticipated.

In Oregon, the birth rates recorded for the second quarter of 2022 are the lowest for those months in the
past 25 years. The significance of this decline, is that Oregon is increasingly reliant upon in-migration to
grow our economy and labor force. Without net in-migration, Oregon'’s state-wide workforce will shrink in
the decades ahead. Oregon economists had already been predicting a 6 percent decline for K-12
population from 2020 to 2030, even before the latest birth rates were made available.

In contrast to the state birth rates trends, the birth rates for the district in 2021 at 1,332 were the highest
since 2009, and a growth of 5% over 2020 births. Overall, the population in Bend has increased by over
35,000 between 2010 and 2020, a growth rate of over 45 percent.

The District has made substantial investments in school facilities to keep pace with that growth. While
some facilities are almost 100 years old, over 95 percent of the net book value of buildings are related to
assets placed in service since the beginning of the 215t century.

The FY2023-24 projected enrollment for Bend-La Pine Schools is 17,533, a slight increase of 95
students compared with enroliment of 17,438 on October 1, 2022. This represents basically flat growth
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year over year with the projected enroliment still below the pre-pandemic measurement of 18,672
students on October 1, 2019.

State Support for Oregon Public Schools

Generally, Oregon public schools receive funding from two primary sources, local property taxes and a
state school support grant, with the latter predominately from income taxes. The state's school support
formula recognizes local property taxes as an offset to the payment due from the state.

Public schools, together with education service districts and community colleges, have had an aggregate
maximum property tax rate for operations of $5.00 per $1,000 of real market valuation since the passage
of Ballot Measure 5 in 1990. On May 20, 1997, Oregon voters approved Ballot Measure 50, which limited
the annual increase in taxable property values. Under Measure 50, the legislature is required to continue
to fund revenue lost by schools due to property tax limitations and established a permanent tax rate of
$4.7641 per $1,000 of assessed value on property for our district.

Since Ballot Measure 5 passed in 1990, school districts across Oregon rely upon the state for the
majority of their financing. Even though districts collect revenue locally through the property tax, school
funding is essentially equalized through the allocations under the state school fund, which accounts for
more than 50% of the District’'s general fund revenue. The State of Oregon is more dependent upon a
single revenue source, state income tax, than any other state in the country. Accordingly, the financial
outlook for the District is tied closely to the condition of the Oregon economy. The second most important
source of revenue for the District, and the source of funds to pay its capital bonds, is local property taxes.
Real estate values and associated assessed values of real property are the most important factor in the
strength of this revenue source.

The 2021-23 Oregon’s legislatively adopted budget included $9.3 billion for the State School Fund (SSF)
which makes up the state portion of the amount distributed to School Districts and Education Service
Districts (ESDs) through the school funding formula. The 2021-23 budget represents an increase of
almost $300 million, or 3.33%, over the 2019-21 funding level. Funding from the SSF was split 49/51
between the two school years of the biennium. Overall, general purpose funding for School Districts and
ESDs depends on both the state contribution through the SSF and the contributions of local revenue
including property taxes, timber revenue, and distributions from the Common School Fund.

The FY2022-23 ending fund balance in the General Fund Operations subfund is $17.44 million, which is
approximately $7.4 million more than the budgeted $10.0 million.

Major Initiatives

In May 2017, voters approved a general obligation bond issue in the amount of $268 million for the
construction of Caldera High School, North Star Elementary School, and other capital projects. School
bond projects will increase student and staff safety, improve access to school sites, and address chronic
overcrowding through upgrades and updates made to schools and classrooms throughout the district.
Caldera High School and North Star Elementary School will add more capacity to keep pace with the
growing community.

e Caldera High School: Bend-La Pine’s first new high school in two decades, opened its doors to
students in the Fall of 2021. The new school includes nearly 60 classrooms, including several
Career and Technical Education classrooms, a 600-seat auditorium, library, football stadium,
sports fields and includes two secure main entries. 1 class of incoming freshman will be added
each year until the school reaches full capacity in the 2024 school year.

In November 2022, voters approved a general obligation bond issue in the amount of $247.9 million.
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$100 million in bonds were sold in March 2023 to fund the first phase. Nearly 100 individual projects are
planned that will increase student and staff safety, improve access to school sites and upgrade
technology. The primary construction project will be the renovation of the Bend High School campus.

Long-term Financial Planning

We forecast revenues, expenditures and fund balance in a five-year rolling plan. Revenue forecasts
consider historical increases in formula revenue from the State with adjustments for current information,
as well as increases tied to the consumer price index for other types of revenues. Forecasts for salary
expenditures consider contracts with employee associations while forecasts for non-salary items
consider the increase in the consumer prices index as well as other external factors. The long-term
impact of adding additional schools is also considered.

Because approximately one-half of operational funding is derived from state income tax, the Board of
Directors instituted an executive limit that prohibits management from proposing an ending fund balance
less than five percent of total revenue in the general fund operations. The FY2022-23 adopted budget
included an ending fund balance for general fund operations set at 5 percent of resources, in accordance
with the executive limitation. The actual FY2022-23 ending fund balance for the General Fund
Operations subfund is $17.44 million.

Relevant Financial Policies and Information

Bend-La Pine Schools has adopted a comprehensive set of financial policies. District management is
responsible for establishing and maintaining an internal control structure designed to ensure that the
assets of the District are protected from loss, theft, or misuse and to ensure that adequate accounting
data is compiled to allow for the preparation of financial statements in conformity with generally accepted
accounting principles (GAAP) and statutory requirements. The internal control structure is designed to
provide reasonable, but not absolute, assurance that these objectives are met. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be
derived; and (2) the valuation of costs and benefits requires estimates and judgments by management.



Single Audit

As a recipient of federal financial assistance, the District is also responsible for ensuring that an
adequate internal control structure is in place, including that portion related to federal financial assistance
programs, as well as to determine that the District has complied with applicable laws and regulations.

Budgetary Control

Bend-La Pine Schools maintains numerous budgetary controls. The objective of these budgetary controls
is to ensure compliance with the requirements of Local Budget Law as outlined in the Oregon Revised
Statutes 294.305 through 294.565, inclusive. The Board of Directors adopts the annual budget, makes
appropriations, and levies taxes after the public hearing and before the beginning of the year for which
the budget has been prepared. After adoption, the budget may be revised through procedures specified
in State statute and Board policy.

The legal level of budgetary control is set at the major fund and major function level. At this level district
and school administrators have discretion to reassign resources within major function levels.

The District also maintains an encumbrance accounting system to account for commitments for goods
and services, which have not yet been provided or rendered. Encumbrances outstanding at year-end are
not reported as expenditures in the financial statements for GAAP purposes.

Accounting Policies

Detailed descriptions of the District's accounting policies are contained in the Notes to Basic Financial
Statements on pages 28-70, and they are an integral part of this report. These policies describe the basis
of accounting, funds and accounts used, valuation policies for inventories and investments, and other
significant accounting information. Please note that totals may not precisely add up due to rounding. We
consider the differences to be immaterial.

Charter Schools

Oregon statute provides state funding for charter schools that flows through the district for schools that
local boards of education have granted a charter. The District sponsors two charter schools; Bend
International School and Desert Sky Montessori. The charter schools are not considered a component
unit of the District under GASB 61.

Debt Administration

We have been very active in managing our debt over the last 30 years. Many general obligation issues
have been “refunded” (refinanced), saving millions for taxpayers by locking in lower interest rates and
shortening the maturity of the bonds. In November 2021, the District closed on a refunding of our 2013
Bonded debt. While savings from refunding do not directly impact the district’s financial statements, the
taxpayers will save approximately $7.5 million dollars over the next 10 years.

In November 2002, the district joined a state-wide consortium to issue $40.9 million of taxable pension
bonds to finance a portion of the estimated 2001 unfunded actuarial liability with the Oregon Public
Employees Retirement System (PERS). In April 2003, the District participated in the second state-wide
effort to issue $25.3 million of taxable pension bonds to apply to the estimated unfunded actuarial liability
with the PERS. In February 2004, the District participated in the third state-wide effort to issue $5.9
million of taxable pension bonds to apply to the unfunded actuarial liability. As a result of these pension
bond issuances the PERS employer rates will be lower than the rates assessed for the school district
pool for the foreseeable future.

The statutory debt limit is established by Oregon law, specifically ORS 328.245(1) and (2), at 7.95
percent of the real market value of property within the taxing district's boundary. At June 30, 2023 our net
bonded debt is approximately $3.775 billion less than the statutory debt limit.



Independent Audit

The provisions of Oregon law, specifically ORS 297.425 through 297.555, require that an independent

audit be made of all public school district funds within six months following the close of each fiscal year.
The auditors, selected by the Board of Directors, have completed their audit of our financial statements
and their opinion is included in the Financial Section of this report.

This report also includes Audit Comments and Disclosures required under the Minimum Standards for
Audits of Oregon Municipal Corporations Section of the Oregon Administrative Rules. In addition, the
District is required to have an audit of its Federal Assistance Programs in accordance with the Single
Audit Act, Office of Management and Budget (OMB) Compliance Supplement and the provisions of
Government Auditing Standards promulgated by the U.S. Comptroller General as they pertain to the
financial and compliance audits. A report on the District's compliance with applicable Federal laws and
regulations related to the Single Audit Act, OMB Compliance Supplement is included with this report
beginning on page 146.

Awards

ASBO Certificate of Excellence in Financial Reporting

The Assaociation of School Business Officials International (ASBO) awarded its Certificate of Excellence
in Financial Reporting to the District for our Annual Comprehensive Financial Report for the year ended
June 30, 2022. Receiving this award is recognition that we have met the highest standards of excellence
in school financial reporting as adopted by the Association of School Business Officials International. We
have received a Certificate of Excellence for the last 39 years. We believe our current report continues
to conform to the Certificate of Excellence program requirements, and we are submitting it to ASBO for
review.

GFOA Certificate of Achievement of Excellence

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the District for our Annual
Comprehensive Financial Report for the year ended June 30, 2022. The Certificate of Achievement is a
prestigious national award recognizing conformance with the highest standards for preparation of state
and local government financial reports. In order to be awarded a Certificate of Achievement, a
government unit must publish an easily readable and efficiently organized Annual Comprehensive
Financial Report, whose contents conform to program standards. Such reports must satisfy both
generally accepted accounting principles and applicable legal requirements. A Certificate of
Achievement is val