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INDEPENDENT AUDITOR’S REPORT

Board of Education
Golf School District No. 67
Morton Grove, lllinois

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental activities and
each major fund of Golf School District No. 67, as of and for the year ending June 30, 2016, and the related notes
to the financial statements, which collectively comprise the School District's basic financial statements, as listed in
the table of contents. We have also audited the individual fund financial statements presented as audited
individual fund financial statements as of and for the year ended June 30, 2016, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the modified cash basis of accounting described in Note 1: this includes determining that the modified cash
basis of accounting is an acceptable basis for the preparation of the financial statements in the circumstances.
Management is also responsible for the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor's Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions,
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Board of Education
Golf School District No. 67
Page 2

Opinion

In our opinion, the basic and individual fund, financial statements referred to above present fairly, in all material
respects, the respective financial position—modified cash basis of the governmental activities, and each major
fund, and each individual fund, of the Golf School District No. 67, as of June 30, 2016, and the respective
changes in financial position—modified cash basis, thereof for the year then ended in accordance with the basis
of accounting as described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The financial
statements are prepared on the modified cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinion is not modified with respect
to that matter.

Other Matters

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Golf School District No. 67's basic financial statements. The supplemental information, as listed in the table of
contents, is presented for purposes of additional analysis and is not a required part of the basic financial
statements.

The supplemental information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the supplemental information is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated October 18, 2016, on
our consideration of Golf School District No. 67's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the resuits of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Golf School District No. 67's internal control over financial reporting and
compliance,

EVOY, KAMSCHULTE, JACOBS & CO. LLP

October 18, 2016
Waukegan, lllinois

Evoy, Kamschulte, Jacobs & Co, LLP

Ceartified FPublic Accountants
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INDEPENDENT AUDITOR’S 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

Board of Education
Golf School District No. 67
Morton Grove, lllinois

We have audited, in accordance with the 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 governmental activities, each major, and each individual
fund of Golf School District No. 67 as of and for the year ended June 30, 2016, and the related notes to the financial
statements, which collectively comprise Golf School District No. 67's basic financial statements, and have issued our
report thereon dated October 18, 2016, which was qualified because the financial statements were prepared on the
modified cash basis of accounting, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Golf School District No. 67'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 opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of Golf School District No. 67's internal control. Accordingly, we do
not express an opinion on the effectiveness of Golf School District No. 67’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
misstatemnents on a timely basis. A matenial weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity's financial statements will
not be prevented, or detected and corrected on a timely basis. A 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.

-3.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Golf School District No. 67's financial statements are free
of 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 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 Golf School District No, 67's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Saapy Ramschutts, Gacsls = (o LOP

EVOY, KAMSCHULTE, JACOBS & CO. LLP

Qctober 18, 2016
Waukegan, lllincis

Evoy, Kemschulte, Jacobs & Co. LLP

Certified Public Accounteants
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Golf School District No. 67
Management’s Discussion and Analysis
For The Year Ended June 30, 2016

Our discussion and analysis of Golf School District No. 67°s (the District) financial
performance provides an overview of the District’s financial activities for the fiscal year ended
June 30, 2016. Please read it in conjunction with the District’s financial statements, which begin
on page 12.

FINANCIAL HIGHLIGHTS

* The assets of the District exceeded its liabilities at June 30, 2016 by $10,275,344 (net
position).

¢ The District’s total net position increased by $1,591,397.

*  AtJune 30, 2016, the District’s governmental funds reported combined fund balances of
$7,179,923, an increase of $958,725 over the prior year’s total of $6,221,198.

* Approximately 41.6% of the total combined fund balance, or $2,984,066, may be used to
finance day-to-day operations (unassigned fund balance), which was approximately
30.7% of General (Educational) Fund expenditures.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net
Position — Modified Cash Basis and the Statement of Activities — Modified Cash Basis (on pages
12-13) provide information about the activities of the District as a whole and present a longer-
term view of the District’s finances. Fund financial statements start on page 14. For the
governmental activities, these statements tell how these services were financed in the short term
as well as what remains in future spending. Fund financial statements also report the District’s
operations in more detail than the government-wide statements by providing information about
the District’s most significant funds. The remaining statements provide financial information
about activities for which the District acts solely as agent for the benefit of those outside the
government.

Reporting the District as a Whole

Our analysis of the District as a whole begins on page 7, Table | and page 8, Table 2.
One of the most important questions asked about the District’s finances is, “Is the District as a
whole better off or worse off as a result of the year’s activities?” The Statement of Net Position
and the Statement of Activities report information about the District as a whole and about its
activities in a way that helps answer this question. These statements include all assets and
liabilities using the modified cash basis of accounting.

These two statements report the District’s net position and changes in them. You can
think of the District’s net position — the difference between assets and liabilities — as one way to
measure the District’s financial health, or financial position. Over time, increases or decreases in
the District’s net assets are one indicator of whether its financial health is improving or
deteriorating.



Golf School District No. 67
Management’s Discussion and Analysis
For The Year Ended June 30, 2016

USING THIS ANNUAL REPORT (continued)

In the Statement of Net Position and the Statement of Activities, we report the District’s
governmental activities. All of the District’s services are reported here, including, instructional
services, support services, community services, and non-programmed charges. Property taxes,
interest income, direct fees, and state and federal grants finance most of these activities.

Reporting the District’s Most Significant Funds

The fund financial statements begin on page 14 and provide detailed information about
the most significant funds — not the District as a whole. Some funds are required to be established
by State law and by bond covenants.

* Governmental funds — All of the Districts services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances
left at year-end that are available for spending. The District maintains its accounting
records for all funds on the cash basis of accounting under guidelines prescribed by
the Illinois State Board of Education. Accordingly, revenues are recognized and
recorded when cash is received. In the same manner, expenditures are recognized and
recorded upon the disbursement of cash. Cash basis financial statements omit
recognition of receivables and payables and other accrued and deferred items that do
not arise from previous cash transactions. The governmental fund statements provide
a detailed short-term view of the District’s general government operations and the
basic services it provides. Governmental fund information helps you determine
whether there are more or fewer financial resources that can be spent in the near
future to finance the District's programs. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds in a reconciliation
schedule in the financial statements.

The District as Trustee

The District is the trustee, or fiduciary, for the student activity and flexible spending
funds. All of the District’s fiduciary activities are reported in a separate Statement of Net Position
Arising from Cash Transactions on page 18, and a Statement of Cash Receipts, Disbursements,
and Changes in Fund Balance on pages 58 and 59. We exclude these activities from the District’s
other financial statements because the District cannot use these assets to finance its operations.
The District is responsible for ensuring that the assets reported in these funds are used for their
intended purposes.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements are contained on pages 19-39.



Golf School District No. 67
Management’s Discussion and Analysis
For The Year Ended June 30, 2016

THE DISTRICT AS A WHOLE

A condensed statement of net position, as of June 30, 2016 and June 30, 2015, is
presented below:

Governmental Activities

Table 1 - Net Position 2016 2015
Current and Other Assets $ 7,179,923 $ 6,221,198
Capital Assets 14,385,891 14,483,219
Total Assets $ 21,565,814 $ 20,704,417
Current Portion Long-Term Debt $ (790,000) $ (730,000)
Long-Term Debt (10,500,470) (11,290,470)
Total Liabilities $ (11,290,470) $ (12,020,470)
Total Net Position $ 10,275,344 § 8,683,947

Net Position

Net Investment In Capital Assets $ 8,354,112 $ 7,498,219

Restricted 4,195,857 4,018,410

Unrestricted (Deficit) (2,274,625) (2,832,682)
Total Net Position $ 10,275,344 $ 8,683,947




Golf School District No. 67
Management’s Discussion and Analysis
For The Year Ended June 30, 2016

THE DISTRICT AS A WHOLE (continued)

A condensed statement of activities, for the years ended June 30, 2016 and June 30, 2015,
is presented below:

Governmental Activities

Table 2 - Changes in Net Position 2016 2015
Revenues
Program Revenues:
Charges for Services $ 425,738 $ 331,408
Operating Grants 3,125,074 2,140,540
Capital Grant - -
General Revenues:
Property Taxes 8,775,295 8,422,574
Other Taxes 419,250 455,432
Earnings on Investments 164,401 140,779
General State Aid 331,915 245,662
Tax Increment Finance Authority Refund 284,346 272,923
Other 112,164 29,827

Total Revenues $ 13,638,183 $ 12,039,145

Program Expenses

Instruction § 7,650,668 $ 6,750,770
Supporting Services 3,523,387 3,182,527
Interest and Other Charges 387,010 286,655
Depreciation-Unallocated 485,721 571,884

Total Expenses $ 12,046,786 $ 10,791,836
Increase (Decrease) in Net Position $ 1,591,397 $ 1,247,309
Net Position - beginning 8,683,947 7,436,638

L= ]
1o

Net Position - ending 10,275,344 8,683,947

The net position of the District’s governmental activities increased by $1,591,397 or
18.3%. Net Position increased primarily because the District received additional revenues
through operating grants and property taxes compared to FY 14-15.



Golf School District No. 67
Management’s Discussion and Analysis
For The Year Ended June 30, 2016

THE DISTRICT AS A WHOLE (continued)

Unrestricted net position — the part of net position that can be used to finance day-to-day
operations without constraints established by debt covenants, enabling legislation, or other legal
requirements — was $(2,274,625) and $(2,832,682) at June 30, 2016 and 2015, respectively. This
marks an increase in the gap between unrestricted net position and liabilities in those areas where
administration has authority over day-to-day operation. This $558,057 increase in unrestricted
net position arose primarily because of these factors:

* The District’s Long-Term Liabilities declined by nearly $730,000, primarily as a result
of the District paying down on their long-term debt, and increase in investment in capital
assets.

THE DISTRICT’S FUNDS

At June 30, 2016 the District’s governmental funds (as presented in the Statement of
Assets, Liabilities, and Fund Balances Arising from Cash Transactions on page 14) reported a
combined fund balance of $7,179,923, which is $958,725 higher than last year’s total of
$6,221,198. The primary reason for the governmental funds increase is:

¢ Increases in Restricted and Unassigned Fund Balances as a result of operations in the
fiscal year ended June 30, 2016,

General Fund Budgetary Highlights

The July 1, 2015 to June 30, 2016 budget was approved by the District’s Board of
Education on September 17, 2015, and was not amended. During the year ended June 30, 2016
the District generated a surplus of over $940,000 in its General and Special Revenue Funds.

e General (Education) Fund actual receipts were $7,931,782, excluding On-behalf receipts.
This was more than budget and the prior year revenues by over $500,000 primarily as a
resuit of an increase in Federal and State Aid payments, property taxes and an increase in
interest income, which is a direct result of larger fund balances.

* General (Education) Fund actual disbursements were $7,150,504, excluding On-behalf
disbursements, yielding an excess of receipts over disbursements of $781,278 for FY16,
which was more than the budgeted surplus of $7,658. Actual disbursements in FY16
were under budget by over $250,000 or more than 3%.

¢ The Fund Balance in the Operation and Maintenance Fund was expected to increase
$17,089 based on the budget, but as a result of operations and other financing sources,
actually increased by over $45,000. As a result, the ending Fund balance increased from
$1,361,398 to $1,418,288.

e The Fund Balance in the Transportation Fund was expected to increase $25,770 based on
the budget, but as a result of operations, actually increased by $63,661 due to higher tax
revenue, state aide and interest income,

-9.



Golf School District No. 67
Management’s Discussion and Analysis
For The Year Ended June 30, 2016

* The Fund Balance in the Municipal Retirement/Social Security Fund was expected to
increase $2,656 based on the budget, but increased $42,629 due to higher tax revenues.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2016, the District had $14,385,891 on invested in capital assets, including
land, land improvements, buildings and equipment, as presented below:

Table 3 - Capital Assets, at June 30, Governmental Activities
- Net of Depreciation 2016 2015
Land and Improvements $ 693,937 $ 654,542
Buildings 13,257,775 13,429,638
Furniture and Equipment 434,179 399,039
Totals $ 14,385,891 $ 14,483,219

The District’s 2017 fiscal year budget will include the remaining $100,000 in
construction expenditures from the $8.0 million in proceeds from bond sales that were received
via a facilities improvement referendum.

See Notes 1 and 3 to the financial statements for additional information about changes in
capital assets and depreciation

Long-Term Debt

At June 30, 2016, the District had $11.2 million in bonds and notes outstanding, as
presented below:

Governmental Activities

Table 4 - Outstanding Debt, at June 30 2016 2015

General Obligation Bonds $ 11,290,470 $ 12,020,470

Capital Lease - -
Totals $ 11,290,470 $ 12,020,470

210



Golf School District No. 67
Management’s Discussion and Analysis
For The Year Ended June 30, 2016

The long-term debt issued by the District in the prior fiscal year (February 2011) was
assigned a rating of “A1” by Moody’s Investor Services. In November 2012, District voters
approved the sale of $8 million in bonds to fund repairs, updates, improvements and a
gymnasium addition to District facilities. The Bonds were sold In December 2012, accounting
for the $7.6 million increase in General Obligation Bonds. The total amount of bonded
indebtedness represents nearly 64% of the District’s legal debt limit of roughly $11.3 million.

See Note 4 to the financial statements for additional information about long-term debt.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

¢ The District’s collective bargaining agreement with the Golf Teacher’s Association,
which drives a majority of the District’s expenditures. A new Agreement was reached
for the fiscal years 2016-2017 through 2018-2019.

* A limiting Rate referendum was unsuccessful in March 2012, necessitating over
$900,000 in program and personnel reductions. As reflected in these financial statements,
the District had an increase in net position of approximately $1.3 million. As a result of
this positive change, and part of the long-term planning the program & personnel
reductions reinstated a couple years prior will continue to remain intact.

* A balanced budget with an approximate $240,000 surplus was submitted for the year
ending June 30, 2017.

* The District will continue to look for additional non-tax sources of revenue.

¢  The District will continue to monitor state and federal legislation that can have a negative
impact on the District’s revenues as well as pension reforms.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, investors and creditors
with an overview of the District’s finances and to show the District’s accountability for the
money it receives. If you have questions about this report or need additional information, please
contact the Business Manager at 9401 Waukegan Road, Morton Grove, [llinois 60053.

==



GOLF SCHOOL DISTRICT NO. 67

BASIC FINANCIAL STATEMENTS
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GOLF SCHOOL DISTRICT NO. 67

STATEMENT OF NET POSITION - MODIFIED CASH BASIS

JUNE 30, 2016

ASSETS
Cash and Cash Equivalents
Capital Assets
Land
Land Improvements
Buildings
Furniture and Equipment
Less Accumulated Depreciation
Total Capital Assets, Net

Total Assets

LIABILITIES
Long-Term Liabilities
Portion Due or Payable Within One Year
Bonds
Portion Due or Payable in More Than One Year
Bonds

Total Liabilities

NET POSITION
Net investment in Capital Assets
Restricted
Operations & Maintenance
Transportation
Municipal Retirement
Working Cash
Bond & Interest
Construction Projects
Unrestricted

TOTAL NET POSITION

Governmental
Activities

3 7,179,923

177,866
1,205,513
20,266,933
4,447,280
(11,711,701)

14,385,891

$ 21,565,814

$ 790,000

10,500,470

$ 11,290,470

$ 8,364,112

1,418,288
356,628
75,854
1,410,961
829,212
104,914

(2,274,625)

3 10,275,344

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

-12-
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GOLF SCHOOL DISTRICT NO. 67
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF ASSETS, LIABILITIES,
AND FUND BALANCES ARISING FROM CASH TRANSACTIONS
TO THE STATEMENT OF NET POSITION
JUNE 30, 2016

Total Fund Balances - Governmental Funds 5 7,179,923

Amounts reported for governmental activities in the statement
of net position are different because:

Capital assets used in governmental activities are not financial

resources and, therefore, are not reported as assets in

governmental funds. The cost of the assets is $26,097,592,

and the accumulated depreciation is ($11,711,701). 14,385,891

Long-Term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported as

liabilities in the funds. {11,290,470)
Total Net Position of Governmental Activities $ 10,275,344

The accompanying Notes are an integral part of these financial statements.
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GOLF SCHOOL DISTRICT NO. 67
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF CASH RECEIPTS,
DISBURSEMENTS AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Excess of Receipts and Other Financing Sources Over (Under)
Disbursements and Other Financing (Uses) - Governmental Funds 3 958,725

Amounts reported for governmental aclivities in the statement
of activities are different because:

Capital outtays are reported in governmental funds as

expenditures. However, in the statement of activities, the

cost of those assets Is allocated over their estimated useful

life as depreciation expense. This is the amount by which

depreciation expense ($485,721) exceeded

capital outlay costs ($388,393) in the period. (97,328}

Issuing long-term debt provides current financial resources to
governmental funds, but the issuance increases long-term
liabilities in the statement of net position. Repayment/defeasances
of long-term debt principal is an expenditure in the govemmental
funds, but the repayment/defeasance reduces long-term liabilities
in the statement of net position. This is the amount by which
repayments/defeasances $730,000 of long-term debt principal

is less than the proceeds of long-term debt issued ($-0-). 730,000
Change in Net Position of Governmental Activities $ 1,591,397

The accompanying Notes are an integral part of these financial statements.
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GOLF SCHOOL DISTRICT NO. 67
STATEMENT OF ASSETS, LIABILITIES, AND NET POSITION ARISING FROM
CASH TRANSACTIONS - FIDUCIARY FUNDS
STUDENT ACTIVITIES AND FLEXIBLE SPENDING FUNDS
JUNE 30, 2016

ASSETS
Cash and Cash Equivalents $ 56,497
TOTAL ASSETS $ 56,497
LIABILITIES
Due to Educational Fund $ -
Due to Student Groups 45,628
Due to Employees - Flexible Spending Fund 10,868
TOTAL LIABILITIES $ 56,497

NET POSITION $ -

The accompanying Notes are an integral part of these financial statements.
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GOLF SCHOOL DISTRICT NO. 67
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The Golf School District No. 67 (the “District”) is governed by the District's Board of Education {the
“Board"}, which has responsibility and control over all activities related to public school education within
the District. The District receives funding from local, state, and federal government sources and must
comply with all of the requirements of these funding sources entities. However, the District is not included
in any other governmental reporting entity as defined by generally accepted accounting principles. Board
members are elected by the public and have decision-making authority, the power to designate
management, the ability to significantly influence operations, and primary accountability for fiscal matters.
In addition, the District's reporting entity does not contain any component units as defined in
Governmental Accounting Standards.

New Accounting Standards

During fiscal year 2016 the District adopted or considered the following Governmental Accounting
Standards Board (GASB) Statements:

e GASBS No. 72, Fair Value Measurement and Application

* GASBS No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments

« GASBS No. 79, Certain External Investment Pools and Pool Participants
Basis of Presentation

District-wide Statements: The statement of net position and the statement of activities display information
about the financial activities of the overall district, except for fiduciary activities. Eliminations have been
made to minimize the double counting of internal activities. These statements distinguish between the
govemnmental and business-type activities of the District. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other nonexchange transactions. Business-type activities
are financed in whole or in part by fees charged to external parties. The District has no Business-Type
Activities.

The statement of activities presents a comparison between direct expenses and program revenues for
each function of the District's governmental activities.

+ Direct expenses are those that are specifically associated with a program or function and,
therefore, are clearly identifiable to a particular function. Indirect expenses—expenses of the
District related to the administration and support of the District's Programs, such as personnel
and accounting—are not allocated to programs.

* Program revenues include (a) charges paid by the recipients of goods or services offered by the
programs and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues,
including all taxes and state formula aid, are presented as general revenues.

-19-



GOLF SCHOOL DISTRICT NO. 67
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
(Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Presentation (continued)

Governmental Fund Financial Statements: The fund financial statements provide information about the
District’s funds, including fiduciary funds. Separate statements for each fund category—governmental,
and fiduciary—are presented. The emphasis of fund financial statements is on major governmental funds,
each displayed in a separate column. The District maintains individual funds as prescribed by the Illinois
State Board of Education. The District reports all its funds as major governmental funds.

The District reports the following major governmental funds:

* General Fund. This fund consists of the Educational Fund and is the general operating fund of the
District. it is used to account for all financial resources except those required to be accounted for
in another fund. Special Education is included in this fund.

» Special Revenue Fund. This fund includes the Operations and Maintenance Fund,
Transportation Fund, the lllinois Municipal Retirement/Social Security Fund, the Working Cash
Fund, and the Tort Immunity Fund. The Operations and Maintenance Fund, Transportation
Fund, lllinois Municipal Retirement Fund, and Tort Immunity Fund are used to account for the
proceeds of specific revenue sources {other than those accounted for in the Debt Service Fund,
Capital Projects Fund or Fiduciary Funds} that are legally restricted to cash disbursements for
specific purposes. The District maintains a Working Cash Fund, which accounts for financial
resources held by the District to be used for temporary interfund loans to any other governmental
fund. Also, by Board resolution, financial resources of the Working Cash Fund can be
permanently transferred to any other governmental fund through abatement or abolishment. The
District considers these resources as stabilization amounts, available for use in emergency
situations or when a fund revenue shortfall or budgetary imbalance occurs. Thus, the District
classifies this fund as a special revenue fund due to the specific limitations on the uses of the
resources within this fund.

» Debt Service Fund. The Bond and Interest Fund accounts for the accumulation of resources for,
and the payment of general long-term debt principal, interest and related costs.

Fiduciary Funds. Fiduciary Funds are used to account for assets held by the District in a trustee capacity
or as an agent for individuals, private organizations, other governments or other funds. The Agency Fund
includes Student Activity Funds and Employees’ Flexible Spending Fund. They account for assets held by
the District as an agent for the students and teachers. These funds are custodial in nature and do not
involve the measurement of the results of operations. The amounts due to the activity fund organizations
and other parties are equal to the assets.

Basis of Accounting

The district-wide financial statements are reported using the modified cash basis of accounting. The cash
basis of accounting is modified to account for: recording of depreciation on fixed assets, recognition of the
net depreciated value of fixed assets, and, recognition of long-term liabilities. Non-exchange transactions,
in which the District gives (or receives) value without directly receiving (or giving) equal value in
exchange, include property taxes, grants, entitlements, and donations. Revenue from property taxes,
grants, entitlements and donations are recognized when received consistent with the cash basis of
accounting.

-20-



GOLF SCHOOL DISTRICT NO. 67
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
(Continued)

1. SUMMARY OF SiGNIFICANT ACCOUNTING POLICIES (Continued)

The governmental fund financial statements, and all other financial statements, are reported using the cash
basis of accounting. Accordingly, revenues are recognized and recorded in the accounts when cash is
received. in the same manner, expenditures are recognized and recorded upon the disbursement of cash.
Assets of a fund are only recorded when a right to receive cash exists which arises from a previous cash
transaction. Liabilities of a fund, similarly, result from previous cash transactions. Capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds from general long-term debt and acquisitions
under capital leases are reported as other financing sources.

Under terms of grant agreements, the District funds certain programs by a combination of specific cost-
reimbursement grants, categorical grants, and general revenues. Thus, when program expenses are
incurred, there is both restricted and unrestricted net position available to finance the program. It is the
District's policy to apply cost-reimbursement grant resources to such programs, followed by categorical
grants, and then by general revenues.

Investments

Investments, if any, are reported at fair market value in the district-wide and fund financial statements. Gains
or losses, if any, on the sale of investments are recognized upon realization. The District has adopted a
formal written investment and cash management policy. The institutions in which investments are made
must be approved by the Board of Education. At the time of acquisition it is the District’s intention to hold all
investments to maturity.

Capital Assets

Capital assets are reported at actual or estimated historical cost. Confributed assets are reported at
estimated fair value at the time received. The District generally capitalizes assets with a cost of $500 or
more at the time of acquisition.

Depreciation methods, and estimated useful lives of capital assets reported in the district-wide statements is
as follows:

Depreciation Estimated

Method Useful Life
Land Improvements Straight Line 20 Years
Buildings Straight Line 50 Years
Equipment, other than food service Straight Line 10 Years
Food Service equipment Straight Line 10 Years
Transportation equipment Straight Line 5 Years

Depreciation is used to allocate the actual or estimated historical cost of all capital assets over their
estimated useful lives.

Restricted Resources

The District applies restricted resources when an expense is incurred for purposes for which both restricted
and unrestricted net position is available.

0



GOLF SCHOOL DISTRICT NO. 67
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
{Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Position

Net position represents the difference between assets and liabilities. Net investment in capital assets,
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowings used for the acquisition, construction or improvement of those assets. Net position is reported
as restricted when there are limitations imposed on their use through external restrictions imposed by
creditors, grantors or laws or regulations of other governments.

2. CASH AND INVESTMENTS

The District is allowed to invest in securities as authorized by the ilfinois Compiled Statutes, Chapter 30,
Section 235/2 and 235/6, and Chapter 105, Section 5/8-7.

Deposits

Custodial credit risk for deposits is the risk that in the event of a bank failure, the District's deposits may not
be returned or the District will not be able to recover collateral securities in the possession of an outside
party. The Disfrict’s policy requires deposits to be 102 percent secured by collateral valued at market or par,
whichever is lower, less the amount of Federal Deposit Insurance Corporation (FDIC) insurance. The
District's Board of Education, along with the Township Treasurer, approves and designates a list of
authorized depository institutions based on evaluation of solicited responses and certificates provided by
financial institutions.

Cash on Hand and in Bank

The District maintains a $300 petty cash fund. The carrying amount of the fiduciary fund accounts was
$56,497; the bank balance was $58,388. These deposits are categorized in accordance with risk factors
created by governmental reporting standards. At June 30, 20186, the entire balance of $58,388 of these
accounts was covered by federal depository insurance.

Cash and Invesiments in Custody of Township Treasurer

The District along with all other school districts within the Township, through the Township Treasurer,
maintains common checking accounts and investments for all the District's funds combined with the
individual fund balances being maintained by the Township Treasurer. All investments, which include
Certificates of Deposit and United States Treasury Obligations, are stated at cost, which approximates
market value. At June 30, 2016, all of the District's Certificate of Deposit investments were either covered by
Federal Depository Insurance or fully collateralized. Earnings on investments are allocated to the District
based on average balances and are distributed to the District on a monthly basis. At June 30, 2016, the
carrying amount of the District's Cash and Investments was $7,179,623. The Niles Township Treasurer
maintains all cash and investments in pooled accounts.
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GOLF SCHOOL DISTRICT NO. 67
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

(Continued)
3. CAPITAL ASSETS AND DEPRECIATION
Balance Transfers/ Balance
July 1, 2015 Additions Deletions June 30, 2016

Capital Assets not Being Depreciated

Land $ 177,866 - - % 177,866

Construction-In-Progress - - - -
Total Capital Assets not Being Depreciated $ 177,866 - - $ 177,866
Capital Assets Being Depreciated

Land Improvements $§ 1,119413 86,100 - $ 1,205513

Building and Improvemenis 20,033,457 233,476 - 20,266,933

Equipment 4,607,583 68,817 229,120 4,447 280
Total Capital Assets Being Depreciated $ 25,760,453 388,393 229,120 $ 25,919,726
Less Accumulated Depreciation for:

Land Improvements $ {642,737) (46,705) - % (689,442)

Building and Improvements (6,603,819) {405,339) - {7,009,158)

Equipment {4,208,544) (33,677) (229,120) {4,013,101)
Total Accumulated Depreciation $ (11,455,100) (485,721) {229,120) § (11,711,701)
Total Capital Assets being Depreciated,

net of Accumulated Depreciation $ 14,305,353 (97,328) - $ 14,208,025
Total Capital Assets,

net of Accumulated Depreciation $ 14,483,219 {97,328) - $ 14,385,891

Depreciation was not charged to any specific function.

4. LONG-TERM DEBT

During prior years, the District advanced refunded seven different bond issues and debt certificates,
which defeased these prior bond issues by placing the proceeds of various new bond issues in an
irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly, the trust
account assets, and the liability for the defeased bonds are not included in the District's financial
statements. At June 30, 2016, $4,773,041 of bonds and debt certificates outstanding from prior years are

considered defeased.
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GOLF SCHOOL DISTRICT NO. 67

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

(Continued)
4. LONG-TERM DEBT (Continued)
Changes in Long-Term Debt
Due
Balance Retired/ Balance Within
July 1, 2015 Additions Defeased June 30, 2016 One Year
2002-A General Obligation
Limited Tax SchoolBonc $ 180,470 $ - % - $ 180470 $ -
2011 General Obligation
Limited School Bonds 1,180,000 - 225,000 855,000 215,000
2012 General Cbligation
School Building Bonds 6,985,000 - 445,000 6,540,000 460,000
2014 Genera! Obligation
Limited Tax School Bond: 3,675,000 - 60,000 3,615,000 115,000
Capital L.eases - - - - -
$12,020,470 § - % 730,000 _$ 11290470 _$ 790,000
Cash Flow Reguirements
At June 30, 2016, the annual cash flow requirements of Bond Principal and Interest were as follows:
Year
Ending Interest
June 30, Rate Principal Interest Total
2002-A General Obligation
Limited Tax School Bonds, 2018 5.50% 11,519 $ 15,576 $ 27,095
Original Issue of $378,512, 2019 5.50% 22,148 32,852 55,000
Dated February 26, 2002 2020 5.55% 79,409 130,591 210,000
2021 5.60% 40,796 74,204 115,000
2022 5.65% 26,598 53,402 80,000
3 180,470 3 306,625 $ 487,095
Amount Available in Debt Service Fund -
Amount to be Provided for Payment of this General Long-Term Debt $ A87 095
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GOLF SCHOOL DISTRICT NO. 67
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

{Continued)
4. LONG-TERM DEBT (Continued)
Cash Flow Requirements (continued)
Year
Ending Interest
June 30, Rate Principal Interest Total

2011 General Obligation
Limited School Bonds,
Original Issue of $2,040,00 2017 3.625-5625% § 215,000 L 39,288 $ 254,288

Dated February 15, 2011 2018 4.00-5.625% 210,000 31,191 241,191
2019 4.10-5.625% 185,000 23,199 208,199
2020 5.625% - 19,406 19,406
2021 5.625% - 19,406 19,406
2022 5.625% - 19,4086 19,406
2023 5.625% - 19,406 19,406
2024 5.625% - 19,406 19,406
2025 5.625% - 19,406 19,406
2026 5.625% - 19,406 19,406
2027 5.625% - 19,406 19,406
2028 5.625% 345,000 9,703 354,703
$ 955,000 $ 258629 $ 1,213,629
Amount Available in Debt Service Fund 262,858
Amount to be Provided for Payment of this General Long-Term Debt $ 950,771
Year
Ending Interest
June 30, Rate Principal Interest Total
2012 General Obligation
School Building Bonds,
Original Issue of $7,850,00( 2017 3.00% $ 460,000 $ 189,300 $ 648300
Dated December 28, 2012 2018 3.00% 475,000 175,275 650,275
2019 3.00% 490,000 160,800 650,800
2020 3.00% 505,000 145,875 650,875
2021 3.00% 520,000 130,500 650,500
2022 3.00% 535,000 114,675 649,675
2023 3.00% 550,000 98,400 648,400
2024 3.00% 565,000 81,675 646,675
2025 3.00% 585,000 64,425 649,425
2026 3.00% 600,000 46,650 646,650
2027 3.00% 620,000 28,350 648,350
2028 3.00% 635,000 9,525 644,525
$ 6,540,000 $ 1,245,450 $ 7,785450
Amount Available in Debt Service Fund 488,211

Amount to be Provided for Payment of this General Long-Term Debt $ 7297239
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GOLF SCHOOL DISTRICT NO. 67

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

(Continued)
4. LONG-TERM DEBT (Continued)
Cash Flow Requirements (continued)
Year
Ending Interest
June 30, Rate Principal Interest Total
2014 General Obligation
Limited Tax School Bonds,
Originai Issue of $3,675,0C 2017 3.00-4.00% § 115,000 $ 131,569 $ 246,569
Dated December 15, 2014 2018 3.00-4.00% 110,000 128,194 238,194
2019 3.00-4.00% 125,000 124,044 249,044
2020 3.00-4.00% 175,000 118,919 293,919
2021 3.00-4.00% 285,000 110,594 395,594
2022 3.00-4.00% 340,000 98,094 438,094
2023 3.00-4.00% 440,000 82,494 522,494
2024 3.00-4.00% 465,000 64,394 529,394
2025 3.00-4.00% 495,000 45,194 540,194
2026 3.25% 520,000 26,844 546,844
2027 3.38% 545,000 9,197 554,197
$ 3615,000 $ 939537 $ 4,554,537
Amount Available in Debt Service Fund 78,143
Amount to be Provided for Payment of this Generai Long-Term Debt 3 4476394
Year
Ending
June 30, Principal Interest Total
Total All Issues 2017 $ 790,000 $ 360,157 3 1,150,157
2018 806,519 350,236 1,156,755
2019 822,148 340,895 1,163,043
2020 759,409 414,791 1,174,200
2021 845,796 334,704 1,180,500
2022 901,598 285,577 1,187,175
2023 990,000 200,300 1,190,300
2024 1,030,000 165,475 1,195,475
2025 1,080,000 129,025 1,209,025
2026 1,120,000 92,900 1,212,900
2027 1,165,000 56,953 1,221,953
2028 980,000 19,228 999,228
$ 11,290,470 $ 2,750,241 $ 14,040,711
Amount Available in Debt Service Fund 829,212

Amount to be Provided for Payment of General Long-term Debt
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4. LONG-TERM DEBT (Continued)
Debt Limit

The lllinois School Code limits the amount of indebtedness to 6.9 percent of $256,015,229, the most recent
available assessed valuation of the District. The District's remaining debt margin at June 30, 2016, is
$6,374,581, which is 36.08 percent of its total legal debt limit.

5. FUND BALANCE REPORTING

According to Government Accounting Standards, fund balances are to be classified into five major
classifications; Nonspendable Fund Balance, Restricted Fund Balance, Committed Fund Balance, Assigned
Fund Balance, and Unassigned Fund Balance. Below are definitions of the differences in fund balance
presentations.

A.  Nonspendable Fund Balance

The nonspendable fund balance classification includes amounts that cannot be spent because they are
either (a) not in spendable form or (b) legally or contractually required to be maintained intact. The “not in
spendable form” criterion includes items that are not expected to be converted to cash, for example
inventories or prepaid amounts. Because the District reports on the cash basis of accounting all such items
are expensed at the time of purchase, and therefore there are no amounts that fall into this classification.

B. Restricted Fund Balance

The restricted fund balance classification refers to amounts that are subject to outside restrictions, not
controiled by the District. Things such as restrictions imposed by creditors, grantors, contributors, or laws
and regulations of other governments, or imposed by law through constitutional provisions or enabling
legislation. Special Revenue Funds are by definition restricted for those specific purposes. The District
reports several special revenue funds; the source of funding is through specific real estate tax levies:
Namely the Operations and Maintenance Fund Levy, Transportation Fund Levy, Municipal
Retirement/Social Security Fund Levy, and Working Cash Fund Levy. The District's Capital Projects Fund is
also restricted for capital projects.

C. Committed Fund Balance

The committed fund balance classification refers to amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the government's highest level of decision-making
authority (the District's Board of Education). Those committed amounts cannot be used for any other
purpose unless the government removes or changes the specified use by taking the same type of action it
employed to previously commit those amounts. The School Board commits funds balance by making
motions or passing resolutions to adopt policy or to approve contracts. Committed fund balance also
incorporates contractual obligations to the extent that existing resources in the fund have been specifically
committed for use in satisfying those contractual requirements. No funds are currently committed

D. Assigned Fund Balance

The assigned fund balance classification refers to amounts that are constrained by the government's intent
to be used for a specific purpose, but are neither restricted nor committed. Intent may be expressed by (a)
the School Board itself or (b) the finance committee or by the superintendent when the School board has
delegated the authority to assign amounts to be used for a specific purpose. No funds are currently
assigned.
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5. FUND BALANCE REPORTING (Continued)
E. Unassigned Fund Balance

The unassigned fund balance classification is the residual classification for amounts in the General Fund for
amounts that have not been restricted, committed, or assigned to specific purposes within the General
Fund. Unassigned Fund Balance amounts are shown in the financial statements in the Educational Fund/
General Fund.

Special Education

Proceeds from the Special Education Special Tax Levy and related disbursements have been included in
the operations of the General {Education) Fund. At June 30, 2016, the cumulative Special Education
disbursements had exceeded related cumulative receipts in the General (Education) Fund and, accordingly,
there is no restriction on the June 30, 2016 fund balance of the General (Education) Fund for future Special
Education disbursements.

Net Position Restrictions

The district-wide statement of net position reports $4,195,857 of additional restricted net position, all of
which is restricted by enabling legislation for specific purposes.

6. RETIREMENT FUND COMMITMENTS
TEACHERS' RETIREMENT SYSTEM OF THE STATE OF ILLINOIS
Plan Description

The School District participates in the Teachers' Retirement System of the State of llinois {TRS). TRSis a
cost-sharing multiple-employer defined benefit pension plan that was created by the lliinois legislature for
the benefit of lllinois public school teachers employed outside the city of Chicago. TRS members include all
active non-annuitants who are employed by a TRS-covered employer to provide services for which teacher
licensure is required. The lliinois Pension Code outlines the benefit provisions of TRS, and amendments to
the plan can be made only by legislative action with the Governor's approval. The TRS Board of Trustees is
responsible for the system's administration,

TRS issues a publicly available financial report that can be obtained at http://trs.illinois.qov/pubs/cafr; by
writing to Teachers’ Retirement System of the State of lllincis, PO Box 19253, 2815 W. Washington Street,
Springfield, IL 62794-9253; or by calling (888) 877-0890, option 2.

Benefits Provided

TRS provides retirement, disability, and death benefits. Tier | members have TRS or reciprocal system
service prior to January 1, 2011. Tier | members qualify for retirement benefits at 62 with five years of
service, at age 60 with 10 years, or age 55 with 20 years. The benefit is determined by the average of the
four highest years of creditable earnings within the last 10 years of creditable service and the percentage of
average salary to which the member is entitied. Most members retire under a formula that provides 2.2
percent of final average salary up to a maximum of 75 percent with 34 years of service, Disability and death
benefits are also provided.
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6. RETIREMENT FUND COMMITMENTS (Continued)
TEACHERS' RETIREMENT SYSTEM OF THE STATE OF ILLINOIS (Continued)

Tier Il members qualify for retirement benefits at age 67 with 10 years of service, or a discounted annuity
can be paid at age 62 with 10 years of service. Creditable earnings for retirement purposes are capped and
the final average salary is based on the highest consecutive eight years of creditable service rather than the
last four. Disability provisions for Tier Il are identical to those of Tier |. Death benefits are payable under a
formula that is different from Tier I.

Essentially all Tier { retirees receive an annual 3 percent increase in the current retirement benefit beginning
January 1 following the attainment of age 61 or on January 1 following the member’s first anniversary in
retirement, whichever is later. Tier Il annual increases will be the lesser of three percent of the original
benefit or one-half percent of the rate of inflation beginning January 1 following attainment of age 67 or on
January 1 following the member's first anniversary in retirement, whichever is later.

Contributions

The state of Illlinois maintains the primary responsibility for funding TRS. The Ilinois Pension Code, as
amended by Public Act 88-0593 and subsequent acts, provides that for years 2010 through 2045, the
minimum contribution to the system for each fiscal year shall be an amount determined to be sufficient to
bring the total assets of the system up to 90 percent of the total actuarial liabilities of the system by the end
of fiscal year 2045.

Contributions from active members and TRS contributing employers are also required by the lllincis Pension
Code. The contribution rates are specified in the pension code. The active member contribution rate for the
year ended June 30, 2016 was 9.4 percent of creditable eamings. The member contribution, which may be
paid on behalf of employees by the employer, is submitted to TRS by the employer.

On-Behalf Contributions to TRS: The state of lllinois makes employer pension contributions on behalf of the
District. For the year ended June 30, 2016, state of lllinois contributions recognized by the employer were
based on the state’s proportionate share of the collective net pension liability associated with the employer,
and the employer recognized revenue and expenditures of $2,530,233 in pension contributions from the
state of lllinois.

2.2 formula contributions: The District contributes 0.58 percent of total creditable earnings for the 2.2 formula
change. The contribution rate is specified by statute. Contributions for the year ended June 30, 2016, were
$26,793.

Federal and Special Trust Fund Contributions: When TRS members are paid from federal and special trust
funds administered by the District, there is a statutory requirement for the District to pay an employer
pension contribution from those funds. Under a policy adopted by the TRS Board of Trustees that has been
in effect since the fiscal year ended June 30, 2006, employer contributions for employees paid from federal
and special trust funds will be the same as the state contribution rate to TRS. Public Act 98-0674 now
requires the two rates to be the same.

For the year ended June 30, 2016, the employer pension contribution was 36.06 percent of salaries paid

from federal and special trust funds. For the years ended June 30, 2016, salaries totaling $-0- were paid
from federal and special trust funds that required employer contributions of $-0-.
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6. RETIREMENT FUND COMMITMENTS (Continued)
TEACHERS' RETIREMENT SYSTEM OF THE STATE OF ILLINOIS (Continued)

Employer retirement cost contributions. Under GASB Statement No. 68, contributions that an employer is
required to pay because of a TRS member retiring are categorized as specific liability payments. The
employer is required to make a mon-time contribution to TRS for members retiring under the Early
Retirement Option (ERQ). The payments vary depending on the member's age and salary. The maximum
employer ERO contribution under the current program is 146.5 percent and applies when the member is 55
at retirement. For the year ended June 30, 2016, the employer paid $-0- to TRS for employer ERO
contributions.

The District is also required to make a one-time contribution to TRS for members granted salary increases
over 6 percent if those salaries are used to calculate a retiree’s final average salary. A one-time contribution
is also required for members granted sick leave days in excess of the normal annual allotment if those days
are used as TRS service credit. For the year ended June 30, 2016, the district paid $-0- to TRS for employer
contributions due on salary increases in excess of 6 percent and $-0- for sick leave days granted in excess
of the normal annual allotment.

Net Pension Liability and Pension Expense

At June 30, 2016, the District'’s proportionate share of the net pension liability (first amount shown below)
that reflected a reduction for state pension support provided to the District. The state's support and total are
for disclosure purposes only. The District's proportionate share of the net pension liability, the related state
support, and the total portion of the net pension liability that was associated with the district were as follows:

Employer's proportionate share of the net pension liability K] 517,197
State's proportionate share of the net pension liability associated

with the employer 30,883,459
Total $ 31,400,656

The net pension liability was measured as of June 30, 2015, and the total pension liability used to calculate
the net pension liabllity was determined by an actuarial valuation as of June 30, 2014, and rolled forward to
June 30, 2015. The District's proportion of the net pension liability was based on the District's share of
contributions to TRS for the measurement year ended June 30, 2015, relative to the projected contributions
of all participating TRS employers and the state during that period. At June 30, 2015, the Districts
proportion was 0.0007894928 percent, which was an increase (decrease) of 0.0001179598 from its
proportion measured as of June 30, 2014.

For the year ended June 30, 2016, the District recognized pension expense of $2,530,233 and revenue of
$2,530,233 for support provided by the state

Actuarial Assumptions

The total pension liability in the June 30, 2015 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement: Inflation 3.00 percent; Salary
increases were expected to be varied by amount of service credit, Investment rate of return, net of pension
plan investment expense, was assumed to be 7.50 percent. Mortality rates were based on the RP-2014
White Collar Table with adjustments as appropriate for TRS experience. The rates are used on a fully-
generational basis using projections table MP-2014.
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6. RETIREMENT FUND COMMITMENTS (Continued)
TEACHERS' RETIREMENT SYSTEM OF THE STATE OF ILLINOIS (Continued)

The actuarial assumptions for the years ended June 30, 2015 and 2014 were different. The actuarial
assumptions used in the June 30, 2015 valuation were based on the 2015 actuarial experience analysis.
The investment return assumption remained at 7.5 percent, salary increase assumptions were lowered,
retirement rates were increased, mortality updates were made and other assumptions were revised. The
actuarial assumptions used in the June 30, 2014 valuation were based on updates to economic
assumptions adopted in 2014, which lowered the investment return assumption from 8.0 percent to 7.5
percent. The salary increase and inflation assumptions were also lowered from their 2013 levels.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate rages of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected infiation. The target allocation and
best estimates of arithmetic real rates of return for each major asset class that were used by the actuary are
summarized in the following table:

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
U.S. Large Cap 18% 7.53%
Global equity excluding U.S. 18% 7.88%
Aggregate bonds 16% 1.57%
U.S. TIPS 2% 2.82%
NCREIF 11% 5.11%
Opportunistic real estate 4% 9.09%
ARS 8% 2.57%
Risk parity 8% 4.87%
Diversified inflation strategy 1% 3.26%
Private equity 14% 12.33%
Total 100%

Discount Rate

At June 30, 2015, the discount rate used to measure the total pension liability was 7.47 percent, which is a
change from June 30, 2014 rate of 7.50 percent. The projection of cash flows used to determine the
discount rate assumed that employee contributions, employer contributions, and state contributions will be
made at the current statutorily-required rates.

Based on those assumptions, TRS's fiduciary net position at June 30, 2015 was not projected to be
available to make all projected future benefit payments of current active and inactive members and all
benefit recipients. Tier I's liability is partially —funded by Tier Il members, as the Tier Il member contribution
is higher than the cost of Tier Il benefits. Due to this subsidy, contributions from future members in excess
of the service cost are also included in the determination of the discount rate. Therefore, the long-term
expected rate of return on TRS investments was applied to all periods of projected benefit payments to
determine the total pension liability.
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6. RETIREMENT FUND COMMITMENTS (Continued)

TEACHERS' RETIREMENT SYSTEM OF THE STATE OF ILLINOIS (Continued)

Discount Rate (continued)

At June 30, 2014, the discount rate used to measure the total pension liability was 7.50 percent. The
discount rate was the same as the actuarially-assumed rate of return on investments that year because
TRS's fiduciary net position and the subsidy provided by Tier |l were sufficient to cover all projected
benefit payments.

Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate
The following presents the District's proportionate share of the net pension liability calculated using the
discount rate of 7.47 percent, as well as what the District's proportionate share of the net pension liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (6.47 percent) or 1-

pecentage-point higher (8.47 percent) than the current rate.

Current Single
Discount Rate

1% Decrease Assumption 1% Increase
6.47% 7.47% 8.47%
District's proportionate share
of the Nel Pension Liability $ 639,129 $ 517,197 $ 417,210

TRS Fiduciary Net Position

Detailed information about the TRS's fiduciary net position as of June 30, 2015 is available in the
separately issued TRS Comprehensive Annual Financial Report.

TEACHER HEALTH INSURANCE SECURITY FUND
Plan Description

The District participates in the Teacher Health Insurance Security (THIS) Fund, a cost-sharing, multiple-
employer defined benefit post-employment healthcare plan that was established by the lllinois legistature for
the benefit of retired lllinois public school teachers employed outside the city of Chicago.

Benefifs Provided

The THIS Fund provides medical, prescription, and behavioral health benefits, but it does not provide vision,
dental or life insurance benefits to annuitants of the Teachers’ Retirement System (TRS). Annuitants not
enrolled in Medicare may participate in the state-administered participating provider option plan or choose
from several managed care options. Annuitants who were enrolled in Medicare Parts A and B may be
eligible to enroll in Medicare Advantage plan. '

The State Employees Group Insurance Act of 1971 (5 ILCS 375) outlines the benefit provisions of THIS
Fund and amendments to the plan can be made only by legislative action with the Governor’'s approval.
The plan is administered by the llinois Department of Central Management Services (CMS) with the
cooperation of TRS.
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6. RETIREMENT FUND COMMITMENTS (Continued)
TEACHER HEALTH INSURANCE SECURITY FUND (Continued)
Contributions

Section 6.6 of the State Employees Group Insurance Act of 1971 requires all active contributors to TRS who
are not employees of the state make a contribution to THIS Fund.

The percentage of employer required contributions in the future will not exceed 105 percent of the
percentage of salary actually required to be paid in the previous fiscal year.

On behalf contributions to THIS Fund: The state of lllinois makes employer retiree health insurance
contributions on behalf of the District. State contributions are intended to match contributions to THIS Fund
from active members, which were 1.07 percent of pay during the year ended June 30, 2016. State of
Illinois contributions were $49,428, and the district recognized revenue and expenditures of this amount
during the year.

Employer conlributions to THIS Fund: The District also makes contributions to THIS Fund. The employer
THIS Fund contribution was 0.80 percent during the year ended June 30, 2016. For the year ended June
30, 2016, the District paid $36,955 to the THIS Fund, which was 100 percent of the required contribution.

Further Information on THIS Fund

The publicly available financial report of the THIS Fund may be found on the website of the Illinocis Auditor

General: http:/iwww.auditor.illinois.gov/Audit-Reoports/ABC-List.asp. The current reports are listed under

“Central Management Services.” Prior reports are available under “Healthcare and Family Services.”
ILLINOIS MUNICIPAL RETIREMENT FUND
Plan Description

The District participates in a defined benefit pension plan that provides retirement and disability benefits,
post retirement increases, and death benefits to plan members and beneficiaries. School District’s plan is
managed by the lllinois Municipal Retirement Fund (IMRF), the administrator of a multi-employer public
pension fund that acts as a common investment and administrative agent for local governments and school
districts in lllinois. A summary of IMRF's pension benefits is provided in the “Benefits Provided" section of
this note. Details of all benefits are available from IMRF. Benefits are established by statute and may oniy
be changed by the General Assembly of the State of llincis. IMRF issues a publicly available
Comprehensive Annual Financial Report that includes financial statements; detailed information about the
pension plan’s fiduciary's net position, and required supplementary information. That report for download at
www.imrf.org, or by writing to the lllinois Municipal retirement Fund, 2211 York Road, Suite 500, Oak Brook,
llinois 60523.

Benefits Provided
The District'’s IMRF members participate in IMRF’s “Regular Plan". IMRF's regular plan has two tiers.

Employees hired before January 1, 2011, are eligible for Tier 1 benefits. Tier 1 employees are vested for
pension benefits when they have at least eight years of qualifying service credit.
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