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GASSENSMITH & MICHALESKO, LTD. CERTIFIED PUBLIC ACCOUNTANTS

323 SPRINGFIELD AVENUE JOLIET, ILLINOIS 60435 815-744-6200

FAX 815-744-3822

INDEPENDENT AUDITOR’S REPORT

To the Board of Education
Lockport Township High School District 205
Lockport, Illinois

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of Lockport Township High School District 205 (District) as of and
for the year ended June 30, 2020, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with 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 statement in the
circumstances. Management is also responsible for the design, implementation and maintenance of internal
controls relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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



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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position — modified cash basis of the governmental activities, each major fund and the
aggregate remaining fund information of the District as of June 30, 2020, 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 described 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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The Management Discussion and Analysis, Other
Information, Other Supplementary Information and Other Supplemental Schedules are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The Management Discussion and Analysis and Other Supplementary 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 Other Supplementary
Information is fairly stated in all material respects, in relation to the basic financial statements as a whole.

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

We also have previously audited, in accordance with auditing standards generally accepted in the United
States of America, the District’s basic financial statements for the year ended June 30, 2019, which are not
presented with the accompanying basic financial statements. That audit was conducted for the purpose of forming
opinions on the financial statements that collectively comprise the District’s basic financial statements as a whole.
The combining and individual non-major fund financial statements, related to the 2019 financial statements. for
the year ended June 30, 2019, are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the 2019 basic financial statements. The
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information has been subjected to the auditing procedures applied in the audit of those 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 2019 combining and individual non-major fund financial
statements are fairly stated in all material respects in relation to the basic financial statements from which they

have been derived

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October
8, 2020, on our consideration of the District’s internal control over financial reporting and our tests of its
compliance with provisions of laws, regulations, contracts and other matters. The purpose of that report is
to describe the scope of testing of internal control over financial reporting and compliance and the results of
that testing and not to provide an opinion on the internal control over financial reporting and compliance.
The report is an internal part of an audit performed in accordance with Governmental Auditing Standards
and should be considered in assessing the results of our audit.

W )LW'C—W

Gassensmith & Michalesko, Ltd.
Certified Public Accountants

Joliet, Illinois
October 8, 2020

GASSENSMITH & MICHALESKO, LTD.
CERTIFIED PUBLIC ACCOUNTANTS



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

As management of Lockport Township High School District 205, we offer the readers of the
District's basic financial statements this narrative overview and analysis of the financial activities
of the District for the fiscal year ended June 30, 2020. We encourage readers to consider the
information presented here in conjunction with additional information that we have furnished in
our basic financial statements and notes to the financial statements to enhance their
understanding of the District's financial performance.

Financial Highlights

The assets of Lockport Township High School District 205 exceeded its liabilities at the close of
the fiscal year by $88.6 million (net position).

The District's total net position increased by approximately $9.0 million for fiscal year 2020 as
reported in the statement of activities.

As of the close of fiscal year 2020, the District's governmental funds reported combined ending
fund balances of $59.3 million, an increase of over $2.6 million in comparison to the prior year.

At the end of fiscal year 2020, the unassigned fund balance was $38.7 million which is 46.3% of
the total governmental fund expenditures.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Lockport Township High
School District 205's basic financial statements. Those statements are comprised of the
following components: 1) district-wide financial statements, 2) fund financial statements, and 3)
notes to financial statements. This report also contains other information as well as combining
and individual fund financial statements.

District-wide Financial Statements - These are designed to provide readers with a broad
overview of the District's finances using the modified cash basis of accounting. This basis of
accounting varies from accounting principles generally accepted in the United States of America.
When using the modified cash basis of accounting, current assets and current liabilities arising
from cash transactions are included on the statement of net position as well as year end balances
of capital assets and long-term debt. The difference between the District's assets and liabilities is
reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of improvements or deterioration of the financial position of the District.

The statement of activities presents information that shows how the District's net position
changed during the most recent fiscal year. The District recognizes revenues when received
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

rather than when earned, and expenditures are recognized when paid, rather than when the
obligation is incurred. Also included is activity related to the acquisition and depreciation of
capital assets, as well as changes in long-term debt.

Both of the district-wide financial statements highlight the functions of Lockport Township High
School District 205 that are principally supported by taxes and intergovernmental revenues
(governmental activities). The governmental activities of the District include the following
functions: instruction, support services, community services, payments to other governments, on-
behalf payments made by the State and interest on debt.

The district-wide financial statements can be found on pages 16 and 17 of this report.

Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
District, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds - Governmental funds are used to account for essentially the same
functions reported as governmental activities in the district-wide financial statements.
Governmental fund financial statements use the modified cash basis of accounting. The
governmental fund accounting differs slightly from the district-wide accounting in that year-end
asset and liability balances related to capital assets and long-term debt are not reported.

Because the focus of governmental funds is narrower than that of the district-wide financial
statements, differences in reporting exist. Both the governmental fund statement of assets,
liabilities and fund balances and the governmental fund statement of revenues received,
expenditures disbursed and changes in fund balances provide the readers of the financial
statements with reconciliations to facilitate this comparison between governmental funds and
governmental activities.

Lockport Township High School District 205 maintains five individual governmental funds.
Information is presented separately in the governmental fund statement of assets, liabilities and
fund balances and in the governmental statement of revenues received, expenditures disbursed,
and changes in fund balances for the District's major funds. The District has 3 major funds, the
General Fund, which is comprised of three accounts, the Educational Account, the Operations
and Maintenance Account and the Working Cash Account, the Transportation Fund and the
Capital Projects Fund. All other non-major governmental funds are combined and presented in
one column.



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

Individual fund data for each of the non-major governmental funds is provided in the form of
combining statements elsewhere in this report. The governmental fund financial statements can
be found on pages 18 through 23 of this report.

Fiduciary Funds - The District also maintains fiduciary funds in the form of agency funds, which
are used to account for resources - exclusively cash - held by the District for the benefit of
student groups. Fiduciary funds are not reflected in the district-wide financial statements
because the resources of those funds are not available to support the District's own programs.
The fiduciary funds also use the modified cash basis of accounting. The fiduciary fund financial
statement can be found on page 24 of this report.

Notes to Financial Statements provide additional information that is essential to a full
understanding of the data provided in the district-wide and fund financial statements. The Notes
to Financial Statements can be found on pages 25-62 of this report.

Other Information is presented concerning the District's General Fund budgetary schedule, the
IMRF (Illinois Municipal Retirement Fund) and TRS (Teachers Retirement System) pension
schedules and the other postemployment benefits schedule of funding progress. The District
adopts an annual appropriated budget for all of its governmental funds. A budgetary comparison
schedule has been provided for the General Fund to demonstrate compliance with this budget.
The pension schedules have been provided to present the District's progress in funding its
obligation to provide pension benefits to District employees. The other postemployment benefits
schedule has been provided to present the District's progress in funding its obligation to provide
benefits to District retirees. Other information can be found on pages 63 through 69 of this
report.

Combining and individual fund statements and schedules are presented immediately following
the other information. Combining and individual fund statements and schedules can be found on
pages 70 through 98 of this report.

District-Wide Financial Analysis

Statement of Net position - The following table reflects the condensed statement of net position.
The District's combined net position is $88.6 million. The largest portion of the District's net
position reflects its investment in capital assets (e.g., land, buildings, and equipment), less any
related debt used to acquire those assets that is still outstanding. The District uses these capital
assets to provide services to students; consequently, these assets are not available for future
spending. Although the District's investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

Condensed Statement of Net Position
as of June 30, 2020 and June 30, 2019

Governmental Activities
2020 2019
Assets
Current Assets 59,410,722 56,780,164
Capital Assets 47,638,060 46,078,964
Total Assets 107,048,782 102,859,128
Liabilities
Current liabilities 35,107 13,040
Long-term liabilities 18,441,461 23,293,920
Total Liabilities 18,476,568 23,306,960
Net Position
Invested in capital assets 38,033,060 34,993,964
Restricted 19,111,486 18,154,440
Unrestricted 31,427,668 26,403,764
Total Net Position 88,572,214 79,552,168
Total Liabilities and Net Position 107,048,782 97,593,944

Current assets consist primarily of cash and investments. Capital assets include land, buildings
and improvements and equipment.

Long-term liabilities consist of bonds payable, compensated absences and other postemployment
benefits. Other liabilities include payroll deductions payable.

The Statement of Net Position can be found on page 16 of this report.
Statement of Activities - The following table reflects the condensed statement of activities.
Net position increased $9.0 million over the previous year. Revenues increased by

approximately $3.0 million during the current year, expenses decreased by approximately $3.8
million.



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020

(unaudited)

Condensed Statement of Activities
For the Years ended June 30,

Receipts:
Program Revenues
Charges for services
Operating grants & contributions
On behalf revenue
Capital grants & contributions
General Revenues:
Property taxes
Replacement taxes
EBF & other unrestricted grants
Investment earnings
Other general revenues
Total Receipts
Expenditures
Instruction
Supporting services
Community services
Payments to other governments
On behalf payments
Debt service
Total Expenditures

Increase in Net Position
Beginning Net Position

Ending Net Position

Governmental Activities

2020 2019
1,860,192 2,215,469
5,173,085 4,904,293

19.376,477 16,911,375
66,273 97,670
50,073,256 49,403,734

958,184 875,348
3,394,109 3,260,031

820,352 993,345

483,312 521,500

82,205240 79,182,765
25,634,455 34,305,004
25,952,785 23,544,444

409,215 589,489

1,219,730 1,117,216

19376477 16,911,375
592,532 534,718
73,185,194 77,002,246
9,020,046 2,180,519
79,552,168 77,371,649
88,572,214 79,552,168




LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

Financial Analysis of the District's Funds

As noted earlier, Lockport Township High School District 205 uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. A financial analysis of the
District’s funds follows.

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

fiscal year.

As of the end of the current fiscal year the District's governmental funds reported combined
ending fund balances of $59.4 million an increase of $2.6 million in comparison with the
previous fiscal year. All funds had positive fund balances as of June 30, 2020.

Approximately 32% of the District’s fund balance is restricted for various purposes, including
$7.8 million for operations & maintenance, $7.3 million for transportation, $796 thousand for
future debt retirement, $2.5 million for employee benefits, and $647 thousand for future property
acquisitions and capital projects.

The General Fund is the primary operating fund of the District. At the end of the current fiscal
year, unassigned fund balance of the general fund was $38.7 million, which represents 56% of
total General Fund expenditures. This means that without receiving any additional revenue, the
District could fund more than six months of operating expenditures with the unassigned fund
balance in the General Fund. The goal of the Board of Education is to maintain between six and
twelve months of cash on hand as defined in the Financial Profile Summary of the Illinois State
Board of Education Annual Financial Report.

The revenues and expenditures of the District's governmental funds are analyzed below.

Revenues

The most significant revenue source for all funds during fiscal year 2020 continues to be
property taxes. The increase in property tax revenue from 2019 to 2020 was $670 thousand and
primarily due to the approximate 3% increase in the District’s tax extension from calendar year
2018 to calendar year 2019.

Fiscal year 2018 was the first year that the District received funding from the new Evidence
Based Funding (EBF) formula, which replaced the previous General State Aid formula. The

9



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

EBF formula includes provisions under which no school district will receive less funding than it
did in the previous year and that distribute additional funds using a tier system. In 2020 District
205 received approximately $134,000 in additional funds through the EBF formula as a Tier 2
District, resulting in a 4.1% increase in evidence based funding from 2019 to 2020. The increase
in other restricted state grants is due to the District receiving a $50,000 School Maintenance
grant in June 2020 combined with increases in Special Education Orphanage funding and
Regular Education Transportation funding in fiscal year 2020. Both SPED Orphanage and
Regular Ed Transportation are reimbursement-based grants and therefore funds received in 2019-
2020 increased due to increased expenditures in the 2018-19 school year.

Grant funding from federal sources increased 3.3% from 2019 to 2020 due primarily to the
District’s Special Education Department working to earn additional Medicaid Fee For Service
Funds and Department of Human Services Funds by providing more Medicaid eligible services
to students and making contacts with students during the mandatory COVID-19 school closures
from March 2020 through the summer of 2020.

Replacement taxes or Corporate Personal Property Replacement Taxes (CPPRT) have increased
approximately 9.5% from fiscal year 2019 to 2020. These taxes are dependent upon
corporations’ income and therefore vary from year to year. According to the Illinois Department
of Revenue, replacement taxes distributed to taxing districts increased because of transfers from
the Income Tax Refund Fund to the Personal Property Replacement Tax Fund and from
corporate income tax to replacement tax after the annual reconciliation of tax payments.
Earnings on investments have decreased significantly due to interest rates decreasing steadily
throughout 2020.

Other local revenue decreased significantly as a direct result of the spring 2020 required school
closures to prevent the spread of COVID-19. These closures resulted in the postponement of
normal school fee collection procedures to summer 2020, the cancellation of the Fresh Start
summer school program for incoming freshman, reduced contract revenue from the food service
program since no lunches were sold from mid-March through the end of the 2019-20 school
year, the cancellation of spring auditorium rentals, CWC programming, and spring field trips.
All of these things resulted in less revenue to the District in fiscal year 2020.

Finally, on-behalf TRS and THIS payments represent the amount that the State of Illinois must
pay to TRS on behalf of District 205. These payments fluctuate as they are based on actuarial
computations by the Teachers’ Retirement System.

10



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020

(unaudited)

Below is an analysis of revenues for the past two years for the governmental funds of the

District.
Comparative Summary of Revenues -Governmental Funds
for the Years ending June 30,

Increase
(Decrease)
2020 2019 2019 t0 2020 % Change
Property taxes 50,073,256 49,403,734 669,522 1.4%
Replacement taxes 958,184 875,348 82,836 9.5%
Earnings on investments 820,352 993,345 (172,993) -17.4%
Other local revenues 2,455,592 2,861,027 (405,435) -14.2%
Evidence based funding 3,394,109 3,260,031 134,078 4.1%
Restricted state grants 3,353,178 3,160,310 192,868 6.1%
Restricted federal grants 1,774,092 1,717,595 56,497 3.3%
On-behalf payments 19,376,477 16,911,375 2,465,102 14.6%
Total 82,205,240 79,182,765 3,022,475 3.8%

Expenditures

Salaries and benefits remain the largest expenditures of the District, representing 50.8% of the
fiscal year 2020 total expenditures. The split between salaries and benefits is about 80/20, with
benefits making up about 20% of the total combined expenditure. Benefit expenditures consist
of pension, health insurance, dental insurance, life insurance, Medicare and FICA.

The District’s salaries increased approximately 2% from 2019 to 2020. This increase is due to
the District hiring ten new teachers for the 2019-2020 school year combined with a contractual
increase in salaries of approximately 3% and the net effect of nine teachers retiring at the end of
fiscal year 2019 and replaced with less expensive, younger teachers. Employee benefits
increased approximately 4% from 2019 to 2020. Benefits increased due to a combined effect of
a 5% increase in health insurance, a 1.6% increase in dental insurance, more employees being
enrolled in the lower cost high deductible health plan in 2020 than in 2019, and an increase in the
District’s IMRF rate from 9.39% for calendar year 2019 to 10.86% for calendar year 2020. The
instructional expenditues increase of 4% is the direct result of the increases in salaries and
benefits in 2019-20.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

The Support Services expenditure increase of 10.2% is primarily due to the District’s Athletic
Field renovation project at the Edward Flink Field/Rotary Park complex. Community Service
expenditures decreased more than 30% due to measures put in place to slow or stop the spread of
COVID-19. On March 20, 2020 Governor Pritzker issued a Stay at Home order that required
that the District close down completely for a period of time along with other businesses not
deemed essential. Throughout the spring, additional guidance continued to recommend that
schools remain closed for the rest of the 2019-2020 school year. As a result, many activities that
would normally occur in the spring at the District’s Community Wellness Center were canceled,
resulting in significantly less community service expenditures. Payments to other governments
increased due to a more LTHS students attending career and technical education programs
through WILCO Area Career Center than in 2019. Debt service expenditures increased overall
because the District issued new 2019 bonds in October 2019 to pay off the 2010 General
Obligation Bonds, reducing the District’s interest rate on its debt. Finally, as mentioned above,
TRS and THIS On-Behalf payments increased due to annual adjustments.

The following is an analysis of expenditures, by function, for the past two years for the
governmental funds of the District.

Comparative Summary of Expenditures-Governmental Funds
for the Years Ending June 30,

Increase
(Decrease)
2020 2019 201902020 % Change
Instructional 31,010,703 29,787,166 1,223,537 4.1%
Support services 25,952,785 23,544,444 2,408,341 10.2%
Community services 409,215 589,489 (180,274) -30.6%
Payments to other governments 1,219,730 1,117,216 102,514 9.2%
On-behalf payments 19,376,477 16,911,375 2,465,102 14.6%
Debt service - interest and fees 60,633 534,718 (474,085) -88.7%
Debt service -principal 4,865,000 1,125,000 3,740,000 332.4%
Total 82,894,543 73,609,408 9,285,135 12.6%

General Fund Budgetary Highlights

The District's budget is prepared in accordance with Illinois law and is based on accounting for
transactions on the modified cash basis of accounting. A budget to actual schedule is provided
as other information for the General Fund. A budget column is provided for the final budget
adopted for fiscal year 2020.

12



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

Significant actual differences (amounts greater than $150,000) from the final budget are
discussed below, excluding on-behalf payments which are unknown at the time the budget is
adopted.

Expenditures Budget Actual Reason for difference
Instruction 31,108,325 30,419,688 District budgeted more for salaries and

supplies and actual expenditures came in
less than expected.

Support Services 18,753,647 18,016,510 District budgeted more for benefits and
professional services and actual
expenditures came in less than expected.

Capital Asset and Long-Term Debt Activity

Capital Assets - The capital assets of the District are those used in the performance of general
governmental functions. They are recorded at original cost, which is considerably less than their
present replacement value. Lockport Township High School District 205's capital assets for its
governmental activities at year end totaled $47,638,060 (net of accumulated depreciation).
Capital assets include land, buildings and improvements, construction-in-progress, intangible
assets, and equipment. Depreciation charges of $2,652,260 were expensed on the total capital
assets during fiscal year 2020.

Additional information on the District's capital assets can be found in Note 5 on page 37 of this
report.

Debt Administration - Total District long-term debt at year end was $18,441,461. Additions
during the year amounted to $3,579,780, and $8,432,239 was retired. The additions for 2020
primarily represent the issuance of $3,385,000 General Obligation Limited Tax Refunding
School Bonds, Series 2019. The 2019 bonds were issued in October 2019 to currently refund the
outstanding balance on the Taxable General Obligation Limited School Bonds, Series 2010. The
2010 School Bonds were issued as “Build America Bonds™” as authorized under the American
Recovery and Reinvestment Act of 2009. Since the 2010 bonds were paid off with the 2019
bond proceeds, the District has received its last 35 percent interest Federal subsidy in December
2019 for the 2010 “Build America Bonds.”

The year-end debt is comprised of the following: general obligation bonds payable, $9,605,000;
compensated absences, $153,737; net pension liability IMRF $3,014,733; net pension liability
TRS $2,468,009; and other postemployment benefits, $3,199,982.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

The District has two general obligation bond issues outstanding. Series 2017 and Series 2019
issues are both limited tax school bonds. The entire amount of the general obligation issues are
backed by the full faith and credit of the District through property taxes. Principal on the
District's bonds is scheduled to be fully retired in fiscal year 2031.

The State statutes limit the amount of outstanding debt to 6.9% of assessed valuation. That
would make the current debt limitation $183,229,249, which is significantly higher than the
District's general obligation debt.

Additional information on the District's long-term debt can be found in Note 6 on pages 38
through 40 of this report.

Conditions Expected to Have a Significant Effect on Financial Position

As of fiscal year 2020, Lockport Township High School District 205 is in good financial health.
In August 2019, after reviewing the District’s finances, Moody’s Investors Service assigned a
rating of Aal to the District’s Series 2019 bonds that were issued to refund the District’s 2010
Bonds listed in these financial statements. This is the second highest rating that Moody’s
awards. To maintain this high level of financial health, District Administration, at the direction
of the Board of Education, will continue to budget and spend conservatively according to the
goals of the District. These actions will preserve the District’s resources in the event items
outside of District control threaten those resources.

The most significant outside influence on all Illinois public school districts, including LTHS, is
legislative action that leads to increased expenditures or lost revenue. For example, if the state’s
pension obligation gets passed on to school districts, as has been discussed in legislative sessions
for a few years now, a 1% shift in the Teachers’ Retirement System pension cost from the State
to school districts would cost District 205 approximately $250,000. Tax freeze legislation is
another example that would significantly affect LTHS finances. Setting the CPI at zero would
cost LTHS approximately $1,100,000 for a one-year freeze. A two-year freeze costs the District
almost $3 million because of the compounding effect a zero CPI has on the property tax levy
computations. Lockport Township High School District 205 is in the best position possible to
respond to either of these items individually. However, if both of them occur at the same time,
educational programs may be impacted. While these topics have not been the focus of recent
bills proposed by legislators so far this year, history has shown that they will resurface in the
future.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Management's Discussion and Analysis
For the Year ended June 30, 2020
(unaudited)

In February 2019, Governor Pritzker signed into law a new Illinois Minimum Wage Law. This
law increases the Illinois minimum wage from $8.25 per hour to $15.00 per hour over a 5-year
period. While most of the District’s hourly employees already make more than $15.00 per hour,
this law will be a consideration in the next Educational Support Staff CBA to insure compliance
with the new law.

Lockport Township High School District 205 still operates the original Central Campus building,
which is over 100 years old. The District recently had a Structural Analysis of Central Campus
performed. This report identified a number of items that will need to be addressed over the next
few years for the District to continue housing students at Central Campus. The report identified
thirty items and identified six of them as Priority I items and the rest as Priority II through V.
The estimated cost of addressing the Priority I items is included in the budget for 2020-21. The
Priority II through V items will need to be addressed in future budgets if the District wants to
continue using Central Campus as an educational center. In July 2008 the District purchased 27
acres of property East of Cedar Road and North of 159th Street in Homer Township, Will
County, Illinois. As the maintenance requirements of Central Campus increase, the District may
want to consider the possible uses of the Cedar Road property as well.

Finally, the full extent of the impact of COVID-19 (Coronavirus) on the District is unknown at
this time. Currently, the District has not suffered significant financial impact as a result of the
virus, however the impact on our students and staff has been extreme. The District will continue
to do what is best for its students, staff and community throughout the duration of the crisis
presented by COVID-19, which may result in increased future expenditures. At this time, it is
also unknown how this crisis will affect the financial health of the State of Illinois. The District
may see reductions in state funding in fiscal year 2021-2022 due to COVID-19.

The administration of Lockport Township High School District 205 continues to monitor these
concerns. For more information on District 205 please feel free to visit the web page at
www.lths.org or you may contact Stefanie Croix, Director of Business Services at
scroix@]lths.org.

Requests for Information

This financial report is designed to provide a general overview of Lockport Township High
School District 205's finances for all those with an interest in the District's finances. Questions
concerning any of the information provided in this report or requests for additional financial
information should be addressed to: Stefanie Croix, Director of Business Services, Lockport
Township High School District 205, 1323 E. Seventh Street, Lockport, IL 60441.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Government-wide Financial Statement - Statement of Net Position -

Modified Cash Basis
June 30, 2020

Assets

Cash
Investments

Capital Assets not being depreciated
Capital Assets being depreciated, net of accumulated depreciation

Total Assets

Liabilities
Current Liabilities
Due Within One Year
General Obligation Bond Payable
Compensated Absences
Due in More Than One Year
General Obligation Bond Payable
Net Pension Liability - IMRF

Net Pension Liability - TRS
Net OPEB Liability

Total Liabilities

Net Position
Net investment in Capital Assets
Restricted for:
Operations and Maintenance
Future Site Acquisitions and Captial Projects
Debt Service
Transportation of Students

Employee Benefits
Unrestricted

Total Net Position

Governmental Activities
Primary Government

2020

18,795,136
40,615,586

6,933,858
40,704,202

107,048,782

35,107

1,200,000
153,737

8,405,000
3,014,733

2,468,009
3,199,982

18,476,568

38,033,060

7,828 804
795,880
647,117

7,305,698

2,533,987
31,427,668

88,572,214

The Notes to Financial Statements are an integral part of this statement.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Government-wide Financial Statement-Statement of Activities -
Modified Cash Basis
For the Year Ended June 30, 2020

Governmental Activities:
Instruction
Support Services
Community Services
Payments to Other Governments
On Behalf Payments
Debt Service

Total Governmental Activities

Net Revenues

(Expenditures)
and Changes
Program Revenues in Net Position
Charges Operating Capital
for Grants and Grants and Governmental
Expenditures Services  Contributions Contributions Activities

25,634,455 1,483,292 2,762,845 - (21,388,318)
25,954,097 376,900 2,416,797 66,273 (23,094,127)
409,215 - - - (409,215)
1,219,730 - - - (1,219,730)
19,376,477 - 19,376,477 - -
592,532 - - - (592,532)
73,186,506 1,860,192 24,556,119 66,273 (46,703,922)

General Revenues:

Property Taxes
Replacement Taxes

Evidence Based Funding and other unrestricted grants

Investment Earnings
Other General Revenues

Total General Revenues

Change in Net Position

Net Position Beginning of Year

Net Position End of Year

The Notes to Financial Statements are an integral part of this statement.
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50,073,256
958,184
3,394,109
820,352

478,067
55,723,968

9,020,046
79,552,168
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Statement of Assets, Liabilities, and Fund Balances -
Modified Cash Basis
Governmental Funds

June 30, 2020

Cash
Investments

Assets

Total Assets

Liabilities

Payroll Liabilities

Total Liabilities

Fund Balances

Restricted Fund Balance
Assigned Fund Balance

Unassigned Fund Balance

Total Fund Balances

Total Liabilities and Fund Balances

Major Funds
Trans- Capital
General portation Projects
Fund Fund Fund

14,716,794 2,516,314 473,027
31,812,565 5,031,445 199,606
46,529359 7,547,759 672,633
35,097 10 -
35,097 10 -
7,828,804 7,305,698 647,117
- 242,051 25,516
38,665,458 - -
46,494,262 7,547,749 672,633
46,529,359 7,547,759 672,633
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Non-major
Governmental
Funds

1,089,001
3,571,970

Total

4,660,971

3,329,867
1,331,104

4,660,971

4,660,971

Governmental
Funds

2020 2019
18,795,136 12,697,837
40.615.586 44.082.327
59,410,722 56,780,164
35,107 13,040
35,107 13,040
19,111,486 18,154,440
1,598,671 1,445,083
38,665,458 37,167,601
59,375,615 56,767,124
59,410,722 56,780,164

The Notes to Financial Statements are an integral part of this statement.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Reconciliation of Governmental Funds Statement of Assets, Liabilities, and Fund Balances to
Statement of Net Position (Modified Cash Basis)
Governmental Funds
June 30, 2020

Total Fund Balances - Governmental Funds 59,375,615
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 in

the funds:
Capital assets 91,883,275
Accumulated Depreciation (44,245,215)
Net Capital Assets 47,638,060

Some liabilities reported in the statement of net
position do not require the use of current financial
resources and therefore not reported as liabilities in
governmental funds, these liabilities consist of’

General Obligation Bonds Payable (9,605,000)
Compensated Absences (153,737)
Other Postemployment Benefits (3,199,982)
Net Pension Liability - IMRF (3,014,733)
Net Pension Liability - TRS (2,468,009)
(18,441,461)
Net Position of Governmental Activities 88,572,214

The Notes to Financial Statements are an integral part of this statement.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Statement of Revenues Received, Expenditures Disbursed
and Changes in Fund Balances - (Modified Cash Basis)

For the Year Ended June 30, 2020

Governmental Funds

Revenues Received:
Local Sources
State Sources
Federal Sources
On Behalf Payments

Total Revenues Received

Expenditures Disbursed:
Current:
Instructional
Support Services
Community Services
Payment to Other Schools

On Behalf Payments
Debt Service - Interest and Fees

Debt Service - Principal
Debt Service - Other

Total Expenditures Disbursed

Excess Revenues Received over (under)
Expenditures Disbursed
Other Financing Sources (uses):
Transfers in
Transfers (out)

Total Other Financing Sources (uses):

Net Change in Fund Balance

Fund balance, beginning of year

Fund balance, end of year

Major Funds
Trans- Capital
General portation Projects
Fund Fund Fund
47,730,321 2,998,601 66,279
4,534,699 2,217,834 -
1,732,022 - -
19,376,477 - -
73,373,519 5,216,435 66,279
30,419,688 - -
18,017,821 4,513,014 2,249,536
377,248 - -
1,219,730 - -
19,376,477 - -
69,410,964 4,513,014 2,249,536
3,962,555 703,421 (2,183,257)
- - 2,249,536
(2,249,536) - -
(2,249,536) - 2,249,536
1,713,019 703,421 66,279
44,781,243 6,844,328 606,354
46,494,262 7,547,749 672,633

The Notes to Financial Statements are an integral part of this statement.
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Total

Governmental
Non-major Funds
Funds 020 2019
3,506,938 54,302,139 54,133,454
- 6,752,533 6,420,341
43,381 1,775,403 1,717,595
- 19,376,477 16,911,375
3,550,319 82,206,552 79,182,765
591,015 31,010,703 29,787,166
1,173,726 25,954,097 23,544,444
31,967 409,215 589,489
- 1,219,730 1,117,216
- 19,376,477 16,911,375
531,899 531,899 534,718
4,865,000 4,865,000 1,125,000
60,633 60,633 -
7,254,240 83,427,754 73,609,408
(3,703,921) (1,221,202) 5,573,357
3,829,694 6,079,230 488,452
- (2,249,536) (488,452)
3,829,694 3,829,694 -
125,773 2,608,492 5,573,357
4,535,198 56,767,123 51,193,766
4,660,971 59,375,615 56,767,123
(continued)

The Notes to Financial Statements are an integral part of this statement.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Reconciliation of Statement of Revenues Received, Expenditures Disbursed and Changes in Fund Balances of
Governmental Funds to Statement of Activities (Modified Cash Basis)

For the Year Ended June 30, 2020

Net change in Fund Balances - Governmental Funds 2,608,492

Amounts reported for government activities in the Statement of Activities are different because:

Governmental funds report capital outlay as expenditures.

However, in the statement of activities, the cost of those assets are depreciated over their
estimated useful lives as depreciation expense. This is the amount of expenditures

capitalized in the current period. 4,255,924

This is the proceeds of disposals (44,569)

This is the amount of depreciation recorded in the current period. (2,652,260)
Issuance of new debt and premium, is revenue in Governmental Funds, but the issuance

increased long-term liabilities in the statement of net positions (3,385,000)
Repayment of debt principal, is an expenditure in Governmental Funds,

but the repayment/refund reduced long-term liabilities in the statement of net position. 4,865,000
Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported in the governmental funds.

Decrease in long-term compensated absences 22,895

Increase in postemployment benefits 3,349,564
Change in Net Position of Governmental Activities 9,020,046

The Notes to Financial Statements are an integral part of this statement.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205

Statement of Fiduciary Assets and Liabilities (modified cash basis)
Fiduciary Funds
June 30, 2020

Student Activity Funds
June 30
020 019
Assets
Cash 298 868 338,549
Liabilities
Due to Student Activity Organizations 298,868 338,549

The Notes to Financial Statements are an integral part of this statement.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1

Summary of Significant Accounting Policies

Reporting Entity

Lockport Township High School District 205 (District) is governed by the Board of
Education and provides secondary education, transportation, cafeteria, building
maintenance and general administrative services. In evaluating how to define the
District for financial reporting purposes, management has considered all potential
component units. The decision to include or exclude a potential component unit in
the reporting entity is made by applying the criteria established by the Governmental
Accounting Standards Board (GASB). The definition of a component unit is a legally
separate organization for which the District is financially accountable and other
organizations for which the nature and significance of their relationship with the
District are such that exclusion would cause the reporting entity’s financial statements
to be misleading or incomplete. The District is financially accountable if it appoints a
voting majority of the organization’s governing body and (1) it is able to impose its
will on that organization or (2) there is a potential for the organization to provide
specific financial benefits to, or impose specific financial burdens on, the District.
The District also may be financially accountable if an organization is fiscally
dependent on the District, regardless of whether the organization has (1) a separately
elected governing board, (2) a governing board appointed by a higher level of
government or (3) a jointly appointed board. There are no component units, as
defined by GASB, which are included in the District’s reporting entity. Also, the
District is not included as a component unit in any other governmental reporting
entity, as defined by GASB pronouncements.

Basis of Presentation
The District's basic financial statements consist of district-wide statements, including
a statement of net assets and a statement of activities, and fund financial statements,

which provide a more detailed level of financial information.

District-Wide Financial Statements

The statement of net assets and the statement of activities display information about
the District as a whole. These statements include the governmental financial
activities of the District. The District's fiduciary fund is excluded.

25



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1

B.

Summary of Significant Accounting Policies (continued)

Basis of Presentation (continued)

District-Wide Financial Statements (continued)

The statement of net assets presents the financial condition of the governmental
activities of the District at year end. The statement of activities presents a comparison
between direct expenses and program revenues for each program or function of the
District's governmental activities. Direct expenses are those that are specifically
associated with a service, program or department and therefore clearly identifiable to
a particular function. Program revenues include charges paid by the recipient of the
goods or services offered by the program and grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program.
Revenues, which are not classified as program revenues, are presented as general
revenues of the District. The comparison of direct expenses with program revenues
identifies the extent to which each governmental function is self-financing or draws
from the general revenues of the District.

Fund Financial Statements

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

Fund Accounting

The accounts of the District are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted
for with separate sets of self-balancing accounts that comprise its assets, liabilities,
fund balance, revenues received, expenditures disbursed and other financing sources
and uses. The District maintains specific funds and fund types as required by the
Illinois State Board of Education. District resources are allocated to and accounted
for in individual funds based upon the purposes for which they are to be spent and the
means by which spending activities are controlled. There are two categories of funds:
governmental and fiduciary.

26



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1
B.

Summary of Significant Accounting Policies (continued)

Basis of Presentation (continued)

Governmental Funds

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

General Fund

The General Fund is used to account for and report all financial resources not
accounted for and reported in another fund. The General Fund is comprised of
three accounts, the Educational Account, the Operations and Maintenance
Account, and the Working Cash Account. The Educational Account records direct
costs of instruction and related administration. The Operations and Maintenance
Account reports all costs of maintaining, improving or repairing school buildings
and property. The Working Cash Account accounts for financial resources held by
the District to be used for temporary inter-fund loans to other funds/accounts.

Transportation Fund

The Transportation Fund, a special revenue fund, is used to account for the
transportation of pupils. Revenue of this fund include property taxes, grants, user
charges and investment earnings.

Capital Projects Fund

The Capital Projects Fund type is used to account for and report financial resources
that are restricted, committed, or assigned to expenditure for capital outlays,
including the acquisition or construction of capital facilities and other capital
assets. The District’s capital projects fund is named the Capital Projects Fund.

The other non-major governmental funds of the District account for property taxes
and other resources, whose use is restricted to a particular purpose.

Special Revenue Funds

The Special Revenue Fund type is used to account for and report the proceeds of
specific revenue sources that are restricted, committed, or assigned to expenditures
for specified purposes other than debt service or capital projects.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1
B.

Summary of Significant Accounting Policies (continued)

Basis of Presentation (continued)

Special Revenue Funds (continued)
It consists of the Municipal Retirement/Social Security Fund, which accounts for the
District's share of social security and retirement benefit costs for employees.

Debt Service Fund

The Debt Service Fund is used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for principal and interest. Since
there are no legal requirements or bond indentures, which mandate that a separate
fund be established for each bond issue, the District maintains one fund for all debt

issues..

Fiduciary Fund

Fiduciary fund reporting focuses on assets and liabilities. The District's only
fiduciary fund is an agency fund, the Student Activity Fund. This fund accounts for
assets held by the District as an agent for the students and teachers. The fund is
custodial in nature and does not involve the measurement of results of operations.
The amounts due to the activity fund organizations are equal to the assets.

Basis of Accounting / Measurement Focus

Fund Financial Statements - All governmental funds are accounted for using a
modified cash basis of accounting measurement focus, which varies from accounting
principles generally accepted in the United States of America.  With this
measurement focus, only current assets and current liabilities arising from cash
transactions are included on the balance sheet. Accordingly, revenues are recognized
when received rather than when earned, and expenditures are recognized when paid,
rather than when the obligation is incurred. Consequently, property taxes and other
revenues due, as well as amounts owed to vendors and suppliers are not included in
the financial statements. Only assets representing a right to receive cash from a
previous payment of cash are recorded as assets of a fund. In the same manner, only
liabilities resulting from previous cash transactions are recorded as liabilities of a
particular fund. This basis of accounting is in compliance with the Illinois Program
Accounting Manual for Local Education Agencies.

District-Wide Financial Statements - The district-wide financial statements are
prepared using the modified cash basis of accounting measurement focus. Under the
modified cash basis, the District reports activity related to the acquisition, deprecia-
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1

Summary of Significant Accounting Policies (continued)

Basis of Accounting / Measurement Focus (continued)

tion and year-end balances of capital assets, as well as year-end balances and related
changes in long-term debt in its district-wide financial statements. Thus, the
statement of net assets includes all current assets and current liabilities arising from
cash transactions and all capital assets (net of accumulated depreciation) and long-
term debt associated with the operation of the District.

Differences occur from the manner in which the governmental fund and the district-
wide financial statements are prepared due to the inclusion of capital asset and long-
term debt activity. Governmental fund financial statements, therefore, include
reconciliations with brief explanations to better identify the relationship between the
district-wide statements and the statements for governmental funds.

The District has reported three categories of program revenues in the statement of
activities (1) charges for services, (2) program-specific operating grants and
contributions, and (3) program-specific capital grants and contributions. Program
revenues are derived directly from the program itself or from external sources, such
as the State of Illinois; they reduce the net cost of each function to be financed from
the District's general revenues. For identifying the function to which program
revenues pertain, the determining factor for charges for services is which function
generates the revenue. For grants and contributions, the determining factor is the
function to which the revenues are restricted.

When an expenditure is incurred for purposes for which both restricted and
unrestricted resources are available, it is the District's policy to apply restricted
resources first, then unrestricted resources as needed.

Assets, Liabilities and Equity:

Deposits and Investments

The Illinois statutes authorize the District to invest in U.S. Government, State of
Illinois and municipal securities; certificates of deposit or time savings deposits
insured by the FDIC; the Illinois School District Liquid Asset Fund; mortgage notes,
bonds or debentures issued by the Federal Housing Administration; bonds and other
obligations of the Federal National Mortgage Association; and certain short-term
obligations of U.S. corporations.
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1

Summary of Significant Accounting Policies (continued)

Assets, Liabilities and Equity: (continued)

In the selection of the authorized investment vehicles, deposits in any one financial
institution shall not exceed 75% of the capital surplus/net worth of the institution as
required by Section 8-7 of Chapter 122 of the Illinois School Code.

Cash deposits and investments are reported at cost.

Capital Assets

Capital assets used by governmental fund types of the District are recorded in the
statement of net assets at cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at their estimated fair value at the date of
donation. All capital assets are capitalized at cost (or estimated historical cost) and
updated for additions and retirements during the year. The District maintains a
capitalization threshold of $500. The District does not possess any infrastructure.
Improvements are capitalized; the costs of normal maintenance and repairs that do not
add to the value of the asset or materially extend an asset's life are not. All reported
capital assets except land and construction in progress are depreciated. Improvements
are depreciated over the remaining useful lives of the related capital assets.

Depreciation is computed using the straight-line method over the following useful
lives:

Description Estimated Lives
Buildings 80 years

Site Improvements 20 years
Transportation Equipment 7-15 years
Intangible Assets 5 years

All Other Equipment 3-20 years

Long-Term Obligations

The District reports interest-bearing long-term debt of governmental funds at face
value and non-interest bearing long-term debt at an accreted value in the statement of
net position. Certain other governmental fund obligations not expected to be financed
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LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1

Summary of Significant Accounting Policies (continued)

Assets, Liabilities and Equity: (continued)

with current available financial resources are also reported in the statement of net
assets. For governmental fund types, bond premiums and discounts, as well as
issuance costs, are recognized during the current period. Issuance costs, even if
withheld from the actual net proceeds received, are reported as expenditures.

Fund Balance

The District’s fund balances are required to be reported using five separate
classifications as listed below. The District may not necessarily utilize each
classification in a given fiscal year. Note 10 provides details of fund balances.

Nonspendable fund balance - Includes amounts that cannot be spent because they
are either not in spendable form, or, for legal or contractual reasons, must be kept
intact.

Restricted fund balance - Constraints placed on the use of these resources are
either externally imposed by creditors (such as through debt covenants), grantors,
contributors or other governments; or are imposed by law (through constitutional
provisions or enabling legislation).

Committed fund balance - Amounts that can only be used for specific purposes
because of a formal action (resolution or ordinance) by the District's highest level
of decision-making authority, the Board of Education.

Assigned fund balance - Amounts that are constrained by the District's intent to be
used for specific purposes, but that do not meet the criteria to be classified as
restricted or committed. Intent can be stipulated by the Board of Education,
Superintendent, or another body (such as a Finance Committee), or by an official
to whom that authority has been given. With the exception of the General Fund,
assigned fund balance is the residual fund balance classification for all
governmental funds with positive balances. Interest earnings assigned to a
specific fund does not preclude the Board of Education from subsequently
transferring interest earnings as allowed by 105 ILCS 5/10-22.44.

Unassigned fund balance - This is the residual classification of the General Fund.
Only the General Fund reports a positive unassigned fund balance. Other
governmental funds might report a negative balance in this classification, as the
result of overspending for specific purposes for which amounts had been
restricted, committed or assigned.
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NOTE 1

NOTE 2

Summary of Significant Accounting Policies (continued)

Assets, Liabilities and Equity: (continued)

Net Position.

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

Use of Resources Policy

The District considers restricted amounts to have been spent when an expenditure is
incurred for purposes for which both restricted and unrestricted fund balance is
available. Committed, assigned, and unassigned amounts are considered to have been
spent in that order when an expenditure is incurred for purposes for which amounts in
any of those unrestricted fund balance classifications could be used. Expenditures
incurred for a specifically identified purpose will reduce the specific identified
classification of fund balance.

Estimates

Management uses estimates and assumptions in preparing financial statements.
Those estimates and assumptions affect the reported amounts of assets and liabilities,
the disclosure of contingent assets and liabilities, and the reported revenues and

expenditures. Actual results could differ from those estimates.

Stewardship, Compliance and Accountability

Budgetary Information

The budget is prepared on the modified cash basis of accounting for all governmental
fund types, which is an acceptable method as prescribed by the Illinois Compiled
Statutes and is the same basis that is used for financial reporting. This allows for
comparability between budget and actual amounts. The budget appropriations lapse
at the end of each fiscal year. The District follows these procedures in establishing
the budgetary data reflected in the financial statements.

32



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 2  Stewardship, Compliance and Accountability (continued)

NOTE 3

Budgetary Information (continued)

The administration submits to the Board of Education a proposed operating budget
for the fiscal year commencing July 1. The operating budget includes proposed
expenditures and the means of financing them. Public hearings are conducted and the
proposed budget is available for inspection to obtain taxpayer comments. Prior to
September 30, the budget is legally adopted through passage of a resolution. Formal
budgetary integration is employed as a management control device during the year.

The Superintendent is authorized to transfer up to 10% of the total budget between
departments within any fund; however, any revisions that alter the total expenditures

of any fund must be approved by the Board of Education.

The Board of Education may amend the budget by the same procedures required of its
original adoption. Budgeted amounts reflect the final budget approved by the Board.

Deposits and Investments

Cash

The carrying amount of cash was $12,700,560 at June 30, 2020, while the bank
balances were $13,013,256. All account balances at banks were either insured by the
Federal Deposit Insurance Corporation (FDIC) for $250,000, or collateralized with
securities of the U.S. Government or with letters of credit issued by the Federal Home
Loan Bank held in the District's name by financial institutions acting as the District's
agent. The District also maintains cash on hand of $3,800.

Certificates Of Deposit

Certificates of Deposit amounted to $12,513,100 at June 30, 2020. In accordance
with District policy, certificates of deposit were collateralized with securities of the
U.S. Government. All investment collateral is held in safekeeping in the District's
name by financial institutions acting as the District's agent. Collateral is priced to
market semi-monthly and monitored regularly with additional collateral requested as
necessary.
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NOTE 3 Deposits and Investments (continued)

Investments

The investments which the District may purchase are limited by Illinois law to the
following (1) securities which are fully guaranteed by the U.S. Government as to
principal and interest; (2) certain U.S. Government Agency securities; (3) certificates
of deposit or time deposits of banks and savings and loan associations which are
insured by a Federal corporation; (4) short-term discount obligations of the Federal
National Mortgage Association; (5) certain short-term obligations of corporations
(commercial paper) rated in the highest classifications by at least two of the major
rating services; (6) fully collateralized repurchase agreements; (7) the State
Treasurer's Illinois and Prime Funds and (8) money market mutual funds and certain
other instruments.

Shares in the Illinois School District Liquid Asset Fund (ISDLAF) and the Illinois
Funds represent investments in external investment pools; the fair value of the
position in the pools is the same as the value of the pool shares. The Illinois Funds is
regulated by the State of Illinois. The District also invests in the ISDLAF’s Term
Series pools. Each Term Series pool is comprised of statute allowable investments
including bank deposit products, government securities, and municipal securities each
having a designated maturity between 30 and 365 days.

The following schedule reports the costs and maturities (using the segmented time
distribution method) for the District's investments at June 30, 2020.

Investment
Carrying Maturities
Investment Value (cost) Less Than % of Total Credit
Description 6/30/2020 One Year Investment ~ Rating*
Illinois Funds Money Market 499,703 499,703 1.4% AAAm
Illinois School District Liquid
Asset Fund Plus (ISDLAF+) 5,889,941 5,889,941 17.1% AAAm
Savings Deposit Account 28,102,487 28,102,487 81.5% N/A
Total 34,492,131 34,492,131

*Credit ratings for the District's investments in debt securities as described by
Standard & Poor's
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NOTE 3 Deposits and Investments (continued)

Interest Rate Risk

The District has a formal investment policy; however, the policy does not limit
investment maturities as a means of managing its exposure to fair value losses arising
from increasing interest rates.

Credit Risk

The District's general investment policy is to apply the prudent-person rule:
Investments are made as a prudent person would be expected to act, with discretion
and intelligence, to seek reasonable income, preserve capital, and, in general, avoid
speculative investments. The District's investment policy limits investments in short
term obligations of corporations organized in the United States with assets exceeding
$500,000,000 if (i) such obligations are rated at the time of purchase at one of the
three highest classifications established by at least two standard rating services and
which mature not later than 180 days from the date of purchase; (ii) such purchases
do not exceed 10% of the corporation's outstanding obligations and (iii) no more than
one-third of the public agency's funds may be invested in short term obligations of
corporations.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of
the counterparty, the District will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. The District's
investment policy requires that all amounts in excess of any insurance limits be
collateralized by securities eligible for District investment or any other high-quality,
interest bearing security rated at least AA/ Aa by one or more standard rating service
to include Standard & Poor's. Moody's, or Fitch. The market value of the pledged
securities shall equal or exceed the portion of the deposit requiring collateralization.
The District is fully collateralized as of June 30, 2020.

The District places no limit on the amount the District may invest in any one issuer.
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NOTE 3

NOTE 4

Deposits and Investments (continued)

Concentration of Credit Risk

The reconciliation of the amounts in this note to amounts in the financial statements is
as follows:

Carrying Amount of Cash Per Note Above $ 12,700,559
Cash on Hand Per Note Above 3,800
Certificates of Deposit Per Above 12,513,100
Investments Per Note Above 34,492,131

Total $ 59,709,590
Cash Per Statement of Net Position $ 18,795,136
Investments Per Statement of Net Position 40,615,586
Cash Per Statement of Fiduciary Assets and Liabilities 298,868

Total $ 59,709,590

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

The District has the following recurring fair value measurements as of June 30, 2020:
ISDLAF+, ISDLAF+ Term Series, and Illinois Funds Money Market are all
valued using quoted market prices (Level 1 inputs).

Property Taxes

The District's property tax is levied each year, on all taxable real property located in
the District, on or before the last day in December. The lien date for the levy is
January 1. The Board of Education approved the 2019 tax levy on December 16,
2019. Property taxes are payable in two installments on June 1 and September 1 of
the following year. The District receives significant distributions of tax receipts
approximately one month after these due dates. The property tax revenue reflected in
the financial statements represents the collections of the 2019 and prior property tax
levies.
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NOTE 5

Capital Assets

Activity related to capital assets for the year ended June 30, 2020 was as follows:

Capital assets not being depreciated

Total capital assets not being depreciated

Land
Construction in progress

Capital assets being depreciated

Total capital assets being depreciated

Buildings
Improvements other than buildings
Food service equipment
Transportation equipment

Other equipment

Less accumulated depreciation for

Total accumulated depreciation
Total capital assets being depreciated, net

Total capital assets, net of depreciation

Buildings
Improvements other than buildings
Food service equipment
Transportation equipment

Other equipment

June 30, 2019 Increases Decreases June 30, 2020
5,066,897 - - 5,066,897
179,873 2,249,536 562,448 1,866,961
5,246,770 2,249,536 562,448 6,933,858
63,879,803 113,434 - 63,993,237
5,574,230 608,423 - 6,182,653
292,592 35,686 - 328,278
4,627,662 561,275 445,680 4,743,257
8,451,974 1,250,018 - 9,701,992
82,826,261 2,568,836 445,680 84,949417
30,301,714 1,491,544 - 31,793,258
3,085,129 250,025 - 3,335,154
267,215 2,271 - 269,486
2,406,735 461,471 401,112 2,467,094
5,933,274 446,949 - 6,380,223
41,994,067 2,652,260 401,112 44245215
40,832,194 (83,424) 44,568 40,704,202
46,078,964 2,166,112 607,016 47,638,060

Depreciation expense for the year was charged to instruction, support services, and
community services in the amounts of $1,550,800, $1,092,873 and $8,587,

respectively.
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NOTE 6 Long-Term Debt

During the year ended June 30, 2020, the following changes occurred in long-term

debt:

Current

July 1, 2019 Additions Reductions June 30,2020  Portion
GO Bonds Series 2010 3,975,000 - 3,975,000 - -
GO Bonds Series 2017 7,110,000 - 890,000 6,220,000 920,000
GO Bonds Series 2019 - 3,385,000 - 3,385,000 280,000
Total Bonded Debt 11,085,000 3,385,000 4,865,000 9,605,000 1,200,000

Compensated absences

payable 176,632 153,737 176,632 153,737 153,737
Net pension liability IMRF 6,290,532 - 3,275,799 3,014,733 -
Net pension liability TRS 2,582,817 - 114,808 2,468,009 -
Other Post-employment benefits 3,158,939 41,043 - 3,199,982 -
Total Long-Term Debt 23,293,920 3,579,780 8,432,239 18,441,461 1,353,737

Debt outstanding at June 30, 2020 was as follows:
Taxable General Obligation Limited Tax School Bonds Series 2010

On December 9, 2010, the District issued $4,235,000 in taxable general obligation
limited tax school bonds (Build America Bonds — Direct Payment to Issuer) dated
December 9, 2010, to increase the working cash account of the District and to
construct and equip an addition to the Lockport East Campus High School and to pay
certain costs associated with the issuance of the bonds. The Bonds were issued as
authorized under the American Recovery and Reinvestment Act of 2009, which will
provide for a Federal subsidy through a refundable tax credit to be paid to the District
in an amount equal to 35 percent of the total interest payable to investors. The
principal matures in varying amounts payable on January 1, 2019 through 2031.
Interest is payable each January 1 and July 1 at rates that range from 4.75% to
6.875%. This bond was repaid during the year.
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NOTE 6 Long-Term Debt (continued)
General Obligation Limited Tax School Bonds Series 2017

On March 1, 2017 the District issued $7,975,000 in general obligation limited tax
school bonds dated March 1, 2017, to provide funds for construction projects. The
principal matures in varying amounts payable on January 1, 2019 through 2027.
Interest is payable each January 1 and July 1 at rates that range from 3.0% to 4.0%.

General Obligation Limited Tax Refunding School Bonds Series 2019

On October 3, 2019 the District issued $3,385,000 in general obligation limited tax
refunding school bonds dated October 3, 2019, to refund Bond Series 2010. The
principal matures in varying amounts payable on January 1, 2021 through 2031.
Interest is payable each January 1 and July 1 at rates that range from 3.0% to 5.0%.

Proceeds of $3,761,494 of the Series 2019 Bond along with District cash on hand
(after payment of $64,032 for underwriting fees, insurance and other issuance costs)
were used to provide for debt service payments on the above mentioned Series 2010
Bond. The District's refunding during the fiscal year resulted in a decrease in the
District's total debt service payments by $430,651.

Annual debt service requirements to maturity for the Taxable General Obligation
Limited Tax School Bonds, Series 2017 are as follows:

Fiscal year ending

June 30 Principal Interest Total
2021 920,000 220,400 1,140,400
2022 945,000 192,800 1,137,800
2023 975,000 164,450 1,139,450
2024 1,000,000 135,200 1,135,200
2025 1,045,000 95,200 1,140,200

2026-2027 1,335,000 53,400 1,388,400
6,220,000 861,450 7,081,450
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NOTE 6

NOTE 7

Long-Term Debt (continued)

Annual debt service requirements to maturity for the Taxable General Obligation
Limited Tax School Bonds, Series 2019 are as follows:
Fiscal year ending

June 30 Principal Interest Total
2021 280,000 145,150 425,150
2022 295,000 131,150 426,150
2023 310,000 116,400 426,400
2024 330,000 100,900 430,900
2025 115,000 84,400 199,400

2026-2030 1,645,000 266,300 1,911,300
2031 410,000 12,300 422,300
3,385,000 856,600 4,241,600

At June 30, 2020, $2,126,984 was available in the Debt Service Fund to service the
above listed debt issues.

Compensated absences of $153,737, represent amounts owed to employees for earned
but unused vacation pay, which will be paid from the General and Transportation

Funds.

Net Pension Liability represent actuarially determined pension benefits for District
employees through the Illinois Municipal Retirement Fund (IMRF) and Teachers
Retirement System (TRS) of Illinois (see Note 8). Other postemployment benefits
(OPEB) payable represent the long-term portion of the actuarially determined net
OPEB liability for healthcare insurance for eligible retirees and their dependents
through the District’s group health insurance plan (see Note 9.). The amounts will be
paid from the General Fund.

Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and workers' compensation for which the
District carries commercial insurance. The amount of coverage has not decreased and
settled claims have not exceeded stop loss coverage in the current year or any of the
past three fiscal years.

The District has established a self-insurance program for health insurance purposes.
The health insurance program is administered by the Lockport Area Benefit Plan (see
note 14). Stop loss coverage has been purchased through a commercial carrier at
$175,000 annually per individual covered.
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NOTE 8 Retirement Fund Commitments

The District contributes to two defined benefit pension plans: the Teachers
Retirement System (TRS), and the Illinois Municipal Retirement Fund (IMRF). TRS
is administered by the TRS board of trustees and is a cost sharing multiple employer
plan. IMRF is administered by IMRF board of trustees and is an agent multiple-
employer public employee retirement system. The benefits, benefit levels, employee
contributions and employer contributions for both plans are governed by Illinois
Compiled Statutes and can only be amended by the Illinois General Assembly. The
aggregate employer recognized pension expense on a cash basis for the year ended
June 30, 2020, was $773,917.

A. Teachers’ Retirement System of the State of Illinois:

General Information about the Pension Plan
Plan description

The school district participates in the Teachers’ Retirement System of the State of
Illinois (TRS). TRS is a cost-sharing multiple-employer defined benefit pension plan
that was created by the Illinois legislature for the benefit of Illinois 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 Illinois 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
https://www.trsil.org/financial/cafrs/fy2020; by writing to TRS at 2815 West
Washington Street, P O Box 19253, Springfield, IL 62794 or by calling (888) 678-
3675, option 2.

TRS provides retirement, disability, and death benefits. Tier I members have TRS or
reciprocal system service prior to January 1, 2011. Tier I members qualify for
retirement benefits at age 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 entitled. 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.

Tier II 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 II are identical to those of Tier I.

41



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

Note #8
A.

Retirement Fund Commitments: (continued)

Teachers’ Retirement System of the State of Illinois: (continued)

Essentially all Tier I 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 II 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.

Public Act 100-0023, enacted in 2017, creates an optional Tier 3 hybrid retirement
plan, but it has not yet gone into effect. The earliest possible implementation date is
July 1, 2020. Public Act 100-0587, enacted in 2018, requires TRS to offer two
temporary benefit buyout programs that expire on June 30, 2021. One program allows
retiring Tier 1 members to receive a partial lump-sum payment in exchange for
accepting a lower, delayed annual increase. The other allows inactive vested Tier 1
and 2 members to receive a partial lump-sum payment in lieu of a retirement annuity.
Both programs began in 2019 and will be funded by bonds issued by the state of
[llinois.

Contributions

The state of Illinois maintains the primary responsibility for funding TRS. The
Illinois 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 Illinois Pension Code. The contribution rates are specified in the pension code.
The active member contribution rate for the year ended June 30, 2019, was 9.0
percent of creditable earnings. 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 Illinois makes employer pension
contributions on behalf of the district. For the year ended June 30, 2020, State of
Illinois contributions recognized by the employer were based on the state’s
proportionate share of the collective NPL associated with the employer, and the
employer recognized revenue and expenditures of $19,070,726 in pension
contributions from the state of Illinois.

42



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

Note #8

Retirement Fund Commitments: (continued)

Teachers’ Retirement System of the State of Illinois: (continued)

2.2 formula contributions. Employers contribute 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, 2020 were $143,013 and are deferred
because they were paid after the June 30, 2019 measurement date.

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 Public Act 100-0340, the federal and special trust fund contribution rate is the
total employer normal cost beginning with the year ended June 30, 2018.

Previously, employer contributions for employees paid from federal and special trust
funds were at the same rate as the state contribution rate to TRS and were much
higher.

For the year ended June 30, 2020, the employer pension contribution was 10.66
percent of salaries paid from federal and special trust funds. For the year ended
June 30, 2020, salaries totaling $125,556 were paid from federal and special trust
funds that required employer contributions of $13,384.

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
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, 2020, the employer paid $9,379 to TRS for employer
contributions due on salary increases in excess of 6 percent, $10,373 for salary
increases in excess of 3 percent and $0 for sick leave days granted in excess of the
normal annual allotment.
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NOTE 8 Retirement Fund Commitments: (continued)

A.

Teachers’ Retirement System of the State of Illinois: (continued)

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

At June 30, 2020, the employer reported a liability for its proportionate share of the
net pension liability (first amount shown below) that reflected a reduction for state
pension support provided to the employer. The state’s support and total are for
disclosure purposes only. The amount recognized by the employer as its 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 employer follows below:

Employer's proportionate share of the net pension liability 2,468,009
State's proportionate share of the net pension liability associated

with the employer 175,645,538
Total 178,113,547

The net pension liability was measured as of June 30, 2019, and the total pension
liability used to calculate the net pension liability was determined by an actuarial
valuation as of June 30, 2018, and rolled forward to June 30, 2019. The employer’s
proportion of the net pension liability was based on the employer’s share of
contributions to TRS for the measurement year ended June 30, 2019, relative to the
contributions of all participating TRS employers and the state during that period. At
June 30, 2019, the employer’s proportion was .00304 percent, which was an decrease
(decrease) of (.0027 percent) from its proportion measured as of June 30, 2018.
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NOTE 8 Retirement Fund Commitments: (continued)

A.

Teachers’ Retirement System of the State of Illinois: (continued)

For the year ended June 30, 2020, the employer recognized pension expense of
$17,069. At June 30, 2020, the employer reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience 40,469 -
Net difference between projected and actual earnings
on pension plan investments 3,910 -
Changes of assumptions 55,300 47,373
Changes in proportion and differences between employer
contributions and proportionate share of contributions 80,178 741,952
Employer contributions subsequent to the measurement date 142,940 -
Total 322,797 789,325

$142,940 reported as deferred outflows of resources related to pensions resulting
from employer contributions subsequent to the measurement date will be recognized
as a reduction of the net pension liability in the reporting year ended June 30, 2020.
Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense as follows in
these reporting years:

Year ended June 30:

2021 (141,535)
2022 (172,342)
2023 (181,081)
2024 (99,147)
2025 (15,364)

45



LOCKPORT TOWNSHIP HIGH SCHOOL DISTRICT 205
LOCKPORT, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 8 Retirement Fund Commitments: (continued)

A.

Teachers’ Retirement System of the State of Illinois: (continued)

Actuarial assumptions

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

Inflation 2.50 percent

Salary Increases varies by amount of service credit

Investment rate of return  7.00 percent, net of pension plan investment expense,
including inflation

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 projection table MP-2017. The same assumptions were used in the June 30,
2018 actuarial valuation.

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which best-estimate ranges 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
inflation. 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:
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