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Meister, Hiiton, Chitwood & Associates, Inc.

Certified Public Accountants
809 W. Detweiller Drive, Suite 806 (309) 683-0441 Phone
Peoria, lllincis 61615 (309) 692-0492 Fax

Independent Auditor’s Report

Board of Education

Galesburg Community Unit
Schoo! District No. 205

Galesburg, lllinois

Report on the Financial Statements

We have audited the accompanying financial statements of Galesburg Community Unit School District No.
205 (District), which comprise the statement of position as of June 30, 2019, and the related statement of
revenues, expenditures, other sources (uses) and changes in fund balance, statement of revenues, and the
statement of expenditures — budget to actual for the year then ended, and the related notes to the financial
statements.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the financial reporting provisions prescribed by the lllinois State Board of Education.
Management is also responsible for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsihility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the 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 District'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 District’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

1

Member of American Institute of Certified Public Accountants and lllinois CPA Society



Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1, the financial statements are prepared by Galesburg Community Unit School District
No. 205 on the basis of the financial reporting provisions prescribed by the lllinois State Board of Education,
which is a basis of accounting other than accounting principles generally accepted in the United States of
America, to comply with the requirements of the lllinois State Board of Education. The effects on the
financial statements of the variances between the regulatory basis of accounting described in Note 1 and
accounting principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to in the first
paragraph do not present fairly, in accordance with accounting principles generally accepted in the United
States of America, the financial position of Galesburg Community Unit School District No. 205, as of June
30, 2019, or the changes in its financial position for the year then ended.

Unmodified Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of Galesburg Community Unit School District No. 205 as of June 30, 2019,
and its revenues and expenditures for the year then ended in accordance with financial reporting provisions
prescribed by the lllinois State Board of Education described in Note 1.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The information provided on pages 2 through 4 and pages 23 through 34 of the Annual Financial
Report, the Teachers’ Relirement System of the State of lllincis Schedule of the Employer's Proportionate
Share of the Net Pension Liability and Schedule of Employer Contributions, the lllinois Municipal Retirement
Fund Schedule of Changes in the Net Pension Liability and Related Ratios and Schedule of Employer
Contributions, the Schedule of Funding Progress related to other post-employment benefit plan, and
Statements 1 through 3 are presented for the purposes of additional analysis and are not a required part of
the financial statements.

The information provided on pages 23 through 26, and page 33 of the Annual Financial Report and
Statements 1 through 3 are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information provided on pages 23 through 26, and page
33 of the Annual Financial Report and Statements 1 through 3 are fairly stated in all material respects in
relation to the financial statements as a whole.



Other Information (continued)

The information provided on pages 2 through 4, pages 27 through 32, and page 34 of the Annual Financial
Report, the Teachers’ Retirement System of the State of Illinois Schedule of the Employer's Proportionate
Share of the Net Pension Liability and Schedule of Employer Contributions, the lllinois Municipal Retirement
Fund Schedule of Changes in the Net Pension Liability and Related Ratios and Schedule of Employer
Contributions and the Schedule of Funding Progress related to other post-employment benefit plan have
not been subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September XX,
2019, on our consideration of Galesburg Community Unit School District No. 205's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of Galesburg Community Unit School District No. 205's internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Galesburg Community Unit School District
No. 205's internal control over financial reporting and on compliance.

Medister, Hilton, Chitwood & Associates, Inc

Peoria, lllinois
November 6, 2019



GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 — Description of Organization and Summary of Significant Accounting Policies

Galesburg Community Unit School District No. 205 (District) operates five elementary schools, two
Junior High Schools and one Senior High School in Knox and Warren Counties. The District operates
under a locally elected seven member board form of government. Revenues are substantially generated
as a result of taxes assessed and allocated to the District and grants received from state and federal
governmental agencies. The District's revenues are, therefore, primarily dependent upon the availability
of funds at the state and federal level and the economy within its territorial boundaries. Industry within
the Galesburg area is primarily manufacturing and retail.

The accounting policies of the District conform to generally accepted accounting principles as applicable
to governmental units. The following is a summary of the more significant of such policies:

(a) Annual Financial Report

The Annual Financial Report is a reporting format in accordance with the regulatory provisions
prescribed by the lllinois State Board of Education. Such financial information includes only the
individual fund and account group financial statements as promulgated within the format of the
prescribed form.

The financial statements in this prescribed format are not intended to, and do not present fairly, in
conformity with accounting principles generally accepted in the United States of America, the financial
position of the governmental activities, each major fund, and the remaining fund information of
Galesburg Community Unit School District No. 205 as of June 30, 2019 or the respective changes in
financial position thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

(b) Reporting Entity

For financial reporting purposes, in accordance with the Codification of Governmental Accounting and
Financial Reporting Standards, Section 2600.105, Galesburg Community Unit School District No. 205 is
a primary government in that it is a school district with a separately elected governing body - one that is
elected by the citizens in a general, popular election and is fiscally independent of other units of
government.

The District has developed criteria to determine whether other entities are component units of the
District. Component units are legally separate organizations for which the elected officials of the District
are financially accountable. The District would be considered financially accountabie if it appoints a
voting majority of the organization’s governing body and (1) it is able to impose its will (significantly
influence the programs, projects, activities, or level of services performed or provided by the
organization) on the organization or (2) there is a potential for the organization to provide specific
financial benefits to, or impose specific financial burdens on the District (i.e., entitled to or can access
the organization's resources, is legally obligated or has otherwise assumed the obligation to finance
deficits of, or provide financial support to the organization, or is obligated in some manner for the debt of
the organization). If an organization is fiscally dependent on the District, the District is considered
financially accountable 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.

4



GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 - Description of Organization and Summary of Significant Accounting
Policies {Continued)

(b) Reporting Entity (Continued)

Based on the foregoing criteria, there are no organizations which meet the criteria of a component unit
of the District nor is the District considered a component unit of any other entity.

The District serves as the administrative agent for the Galesburg Area Vocational Center (Galesburg
AVC). The Galesburg AVC is jointly governed by representatives of the participating school districts.
Galesburg Community Unit School District No. 205 is not considered to be financially accountable for the
Galesburg AVC, nor is the Galesburg AVC fiscally dependent on the District. The Galesburg AVC is not
considered to be a component unit of the District.

(c) Basis of Presentation - Fund Accounting

The accounts of Galesburg Community Unit School District No. 205 are organized on the basis of funds
and account groups, each of which is considered a separate accounting entity. The operations of each
fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities,
fund balance, revenues and expenditures or expenses, as appropriate. 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.

The following is a description of the various funds and account groups of the District:
Funds:

Educational - The Educational Fund is the general operating fund of the District. All revenues
that are not allocated by law or contractual agreement to some other fund are accounted for in
this fund. From the fund are paid regular operations, including educational costs, textbook
costs, the costs of the food services department and certain other special programs, including
many Federal and State programs.

Operations and Maintenance - The Operations and Maintenance Fund as reported herein
includes costs of maintaining, improving or repairing school buildings and property.

Debt Services - The Debt Services Fund is used to account for the accumulation of resources
for the payment of general long-term debt principal, interest and related costs.

Transportation - The Transportation Fund pays for the cost of transportation of pupils.

Municipal Retirement/Social Security - The Municipal Retirement/Social Security Fund is used
to account for the specific taxes levied to pay for employer social security contributions and
retirement benefits for noncertificated employees and employer Medicare contributions for
qualifying employees.



GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 — Description of Organization and Summary of Significant Accounting

(c)

Policies (Continued)

Basis of Presentation - Fund Accounting (Continued)

Capital Projects - The Capital Projects Fund is used to account for financial resources for the
acquisition or construction of major capital facilities.

Working Cash - The Working Cash Fund is used to account for financial resources that can be
temporarily loaned to other funds.

Tort - The Tort Fund includes taxes levied for Tort Immunity and judgment purposes and the
allowable expenditures for risk management services.

Fire Prevention and Safety - The Fire Prevention and Safety Fund is used to account for
financial resources to be used to bring school buildings into compliance with the safety
standards set forth by the State Board of Education.

Student Activity Funds - This Agency Fund accounts for the activity for various student
organizations, clubs, etc., of the District's high schoaol, junior high schools and grade schools.
Agency Funds are custodial in nature (assets equal liabilities) and do not involve measurement
of results of operations.

Medical Expense Benefit Trust - This Agency Fund is a self-insurance medical benefit plan
providing medical, dental, and vision coverage to the District's employees. The Trust's fiscal
year runs from August 1, 2018 to July 31, 2019. Accordingly, the July 31, 2019 financial
information has been included in the annual financial report.

Account Groups:

General Fixed Assets - Fixed assets used in operations (general fixed assets) are accounted
for in the General Fixed Assets Account Group. Purchases of property and equipment are
recorded as capital outlay expenditures of the various funds and as additions to the General
Fixed Assets Account Group. Public domain (“infrastructure”) general fixed assets consisting
of certain improvements other than buildings, including roads, bridges, curbs and gutters,
streets and sidewalks, drainage systems, and lighting systems, are capitalized in the financial
statements. All fixed assets are valued at cost or estimated historical cost if actual cost is not
available. Donated fixed assets are valued at their estimated fair value on the date donated.

General_Long-Term Debt - Long-term liabilities expected to be financed from the individual
funds are accounted for in the General Long-Term Debt Account Group, not in the individual
funds.




GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 — Description of Organization and Summary of Significant Accounting
Policies (Continued)

(d) Measurement Focus and Basis of Accounting

Basis of accounting defines when revenues and expenditures are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of their recognition.

The financial statements have been prepared in accordance with the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recorded when susceptible to
accrual, i.e., both measurable and available. Available means collectible within the current period or
soon enough thereafter to be used to pay liahilities of the current period. The District considers all
revenues available if they are collected within approximately S0 days after year end, excluding property
taxes which must be collected within 60 days to be considered available. Expenditures, other than
principal and interest on long-term debt, are recorded when the liability is incurred.

(e} Taxes Receivable and Revenue

Property tax revenue is recognized in compliance with Section P70 of the Codification of the
Governmental Accounting and Financial Reporting Standards. This authority states that property taxes
are recognized as revenues in the year for which they are intended to finance and when considered
available. Available means when due, or past due and receivable within the current period and collected
within the current period or expected to be coliected soon enough thereafter to be used to pay liabilities
of the current period. Such time thereafter shall not exceed 60 days.

Approximately 58 percent of the estimated collectible 2018 tax levy was intended to finance the fiscal
year ended June 30, 2019 and is available as a resource to finance the current operations of the District
and therefore susceptible to accrual as revenue. The amounts of the estimated collectible 2018 tax levy
which are deemed unavailable at June 30, 2019 have been deferred (reported as deferred revenue in
the statement of position) and are not reflected as revenue. Losses on the total tax levy are estimated
at .5 percent.

(f) State and Federal Revenue, Receivables, and Revenue Collected in Advance

In applying the “susceptible to accrual” concept to state and federal revenue, the legal and contractual
requirements of the individual programs are used as guidance. There are, however, essentially two
types of this revenue. In one, monies must be expended on the specific purpose or project before any
amounts will be paid to the District or, if prepaid, can be retained by the District only to the extent
expenditures have been incurred for the program; therefore, revenue is recognized based upon the
expenditures recorded. In the other, monies are virtually unrestricted as to purpose of expenditure and
are usually revocable only for failure to comply with prescribed compliance requirements. These
resources are reflected as revenue at the time of receipt or earlier if the “susceptible to accrual” criteria
are met.



GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 — Description of Organization and Summary of Significant Accounting
Policies (Continued)

(g) Investments

Investments are stated at fair value, except money market investments and participating interest -
earning investment contracts that have a remaining maturity at the time of purchase of one year or less,
which are reported at amortized cost. Certificates of deposit are stated at cost which approximates fair
value. The District has adopted a formal written investment and cash management policy. The
institutions in which investments are made must be approved by the Board of Education.

(h) Budgets and Budgetary Accounting

The budgets for all funds are prepared on the modified-accrual basis of accounting which is the same
basis that is used in fund financial reporting. This allows for comparability between budget and actual
amounts. The original budget was passed on September 17, 2018. The budget was amended on May
13, 2019. The budget presented is the amended budget. The legal level of control is considered to be
at the fund level.

For each fund, total fund expenditures may not legally exceed the budgeted expenditures. The budget
lapses at the end of each fiscal year. All encumbrances lapse at the end of the fiscal year.

The District follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. Prior to July 1, the Superintendent submits to the Board of Education a proposed operating
budget for the fiscal year commencing on that date. The operating budget includes proposed
expenditures and the means of financing them.

A public hearing is conducted to obtain taxpayer comments.

Prior to October 1, the budget is legally adopted through passage of a resolution.

Formal budgetary integration is employed as a management control device during the year.

U O

The Board of Education may make transfers between the various items in any fund not
exceeding in the aggregate 10% of the total of such fund as set forth in the budget.

6. The Board of Education may amend the budget by the same procedures required of its original
adoption.

(i) Inventories

Inventories of expendable supplies are recorded as an expenditure at the time individual inventory items
are purchased. The District does not reflect supply inventories in its statement of position.



GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 — Description of Organization and Summary of Significant Accounting
Policies (Continued)

(i) General Fixed Assets

General fixed assets which include property, plant, and equipment, are reported in the general fixed
asset account group in the statement of position. Fixed assets are defined by the District as assets,
equipment, and vehicles with an initial, individual cost of more than $5,000 and an estimated useful life
in excess of one year and buildings and improvements with an initial or composite value of more than
$20,000 and an estimated useful life in excess of one year. In addition, fixed assets purchased with the
issuance of long-term debt may be capitzlized regardless of the thresholds established. Such assets
are reported at historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are reported at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized. Major outlays for capital assets and improvements are capitalized
as projects are constructed. Engineering and architect fees incurred during the construction phase of
capital assets are included as part of the capitalized value of the assets constructed. Fixed assets are
depreciated using the straight-line method over the following estimated useful lives:

Assets Years
Buildings 50
Building improvements 20
Land improvements 15
Vehicles 10
Equipment and furniture 5to 10
Computer equipment 3

(k) General Long-Term Debt Account Group

Long-term liabilities expected to be financed from the Debt Services Fund are accounted for in the General
Long-Term Debt Account Group, not in the governmental funds. Proceeds and premiums from sales of
bonds are included as receipts (other financing sources) in the appropriate fund when received.

{n Vacation and Sick Leave

Non-certified custodial and maintenance employees are accorded paid vacation by the following
schedule:

Length of Service Paid Days

Less than 1 year 1/2 day/month (max. 5 days)
1 year 5 days

2 years 10 days

3 through 7 years 15 days

8 years or more 20 days



GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 ~ Description of Organization and Summary of Significant Accounting
Policies (Continued)

(t Vacation and Sick Leave {Continued)

«Vacation accumulation is calculated from July 1 to June 30 annually.

s Earned vacation days shall be used within one calendar year after June 30 on the year they have
been earned. Vacation days may accumulate up to 5 to be used toward early retirement or as
additional sick leave in case of long term accident or iliness.

* Non-certified custodial and maintenance employees are granted sick leave at the rate of fifteen (15)
days per contract year. Unused sick leave shall accumulate to a maximum of 300 days. Part
time employees or those employed on less than twelve (12) months basis will have sick leave
allowance pro-rated to insure equity in these allowances.

Non-certified, 12 month secretaries are accorded paid vacation by the following schedule:

Less than 1 year 1 day/month

1 through 4 years 12 days maximum
5 through 9 years 15 days maximum
10 or more years 20 days maximum

Secretaries shall be expected to use their vacation days annually. They shall be allowed to accrue fifty
g_SO)(gt)ar cent of their unused vacation days with the total accrued unused vacation days not to exceed
ive (5).

Sick leave shall be granted secretaries as follows:

10 month secretaries 0-14 years: thirteen (13) days per year; 15-19 years: fourteen
(14) days per year; 20+ years: fifteen (15) days per year, with
an unlimited number of days allowed to be accumulated.

11 month secretaries 0-14 years: fourteen (14) days per year; 15-19 years: fifteen
(15) days per year; 20+ years: sixteen (16) days per year, with
an unlimited number of days allowed to be accumulated.

12 month secretaries 0-14 years: fifteen (15) days per year; 15-19 years: sixteen

(16) days per year; 20+ years: seventeen (17) days per year ,
with an unlimited number of days allowed to be accumulated.

Sick leave days may be used as bereavement days.
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 1 — Description of Organization and Summary of Significant Accounting
Policies (Continued)

(n Vacation and Sick Leave (Continued)

The agreement between the District and the Galesburg Education Association provides that each
teacher shall be entitled to a total of twelve (12) sick days with full pay per school year. Sick leave may
be used for personal illness, illness or death in the immediate family, and for pregnancy related
disabilities. There is no limit on the number of days that may be accumulated. Both employee vacation
and sick leave are recorded when paid in the individual funds as the liability is not payable with current
available funds. Accumulated vacation pay up to a maximum of 5 days is paid upon termination.

(m) Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues, expenditures, gains, losses, and other changes in fund equity
during the reporting period. Actual results could differ from those estimates.

Note 2 - 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 Tuesday in December. Property taxes attach as an enforceable lien on property as of
January 1 and are payable in two installments in June and September. The District receives significant
distributions of tax receipts approximately one month after these due dates. Final distribution to all
taxing bodies is usually made no later than December by the County Collector's office.

The following are the tax rate limits permitted by the School Code and by local referendum and the
actual rates levied per $100 of assessed valuation:

Actual Rate

2018 2017 2016

Limit Levy Levy Levy
Education 2.7300 2.7279 2.7300 2.7300
Operations and maintenance 0.5000 0.3440 0.5000 0.5000
Bond and interest None 0.9820 0.5651 0.6676
Transportation 0.2000 0.2000 0.2000 0.2000
Municipal Retirement None 0.0463 0.0238 0.2326
FICA/Medicare None 0.1367 0.1438 0.1578
Tort Immunity None 0.3075 0.4818 0.2798
Special Education 0.0400 0.0400 0.0400 0.0400
Lease 0.0500 0.0500 0.0500 0.0500
Working Cash 0.0500 - 0.0500 0.0500
Fire Protection & Safety 0.0500 - 0.0500 0.0500
Totals 4.8344 4.8344 4.9576
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 3 - Fund Balance Reporting

According to Governmental Accounting Standards, fund balances are to be classified into five major
classifications; nonspendable, restricted, committed, assigned and unassigned. The Annual Financial
Report only reports reserved and unreserved fund balances. Below are the definitions of the fund
balance classifications that would be reported in accordance with generally accepted accounting
principles (GAAP).

GAAP Fund Balance Definitions

Nonspendable — Includes amounts not in spendable form, such as inventory, or amounts required to be
maintained intact legally or contractually.

Restricted - Includes amounts constrained for a specific purpose by external parties or through enabling
legislation.

Committed — Includes amounts constrained for a specific purpose by a government using its highest
level of decision making authority, the Board of Education. This formal action must occur prior to the
end of the reporting period, but the amount of the commitment, which will be subject to the constraints,
may be determined in the subsequent period. Any changes to the constraints imposed require the same
formal action of the Board of Education that originally created the commitment.

Assigned - Includes Educational Fund amounts constrained for a specific purpose by the Board of
Education or by an official that has been delegated authority to assign amounts. The Board of
Education has declared that the Superintendent may assign amounts for a specific purpose.
Additionally, all remaining positive spendable amounts in governmental funds, other than the
Educational Fund, that are neither restricted nor committed are considered assigned. Assignments may
take place after the end of the reporting period.

Unassigned — Includes residual positive fund balance within the Educational Fund which has not been
classified within the other above mentioned categories. Unassigned fund balance may also include
negative balances for any governmental fund if expenditures exceed amounts restricted, committed, or
assigned for those specific purposes.

Regulatory Fund Balance Definitions

Reserved fund balances are those balances that are reserved for a specific purpose, other than the
regular purpose of the fund. Reserved fund balance represents; (1) the total excess of revenue over
expenditures of the District's state and federal grants. The funds must be (a) expended only for the
specific grant purpose, (b) used for expenditures of subsequent year grants, with lllinois State Board of
Education (ISBE) approval, or (c) returned to the grantor, (2) unexpended social security real estate tax
levy which must be use for future social security tax payments, (3) amounts required by certain bond
covenants to be deposited into a bond fund to make principal and interest payments for the succeeding
abatement year, (4) the unexpended portion of bond proceeds that must be used for specified projects
and (5) the unexpended portion of revenues received that must be used for a specified purpose.
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 3 - Fund Balance Reporting (Continued)

The reserved portion of the Educational Fund's fund balance consists of the following at June 30, 2019:

Ryner Scholarships $ 138474
Ryner business equipment 160,675
Sargent Scholarship 99,663
Auditorium funds 1,537
Band uniform funds 1,503
Reading at the Cross 6,488
Tutoring 9,974
GHS Marquee 63,678
Achieve grant 4,292
F & M Bank naming 22,100
Homeless students 1,314
Other 1,567

$ 511,265

The reserved portion of the Debt Services Fund's fund balance of $1,784,614 represents the amount of
school facilties sales taxes that must be maintained on deposit for the next succeeding abatement
year's principal and interest payment for the series 20118 and 2014B bonds, as specified in the bond
documents. The reserved portion of the Capital Projects ($17,000,000) and Fire Prevention & Safety
($22,500,183) Fund's fund balance represents the amount of unexpended bond proceeds which must be
used for specific construction projects. The reserved net position of the Employee Medical Expense
Benefit Trust Fund of $3,015,758 represents the balance that may only be used to pay health, dental
and vision claims and related administrative expenses of the District's self-insured medical fund.

Unreserved fund balances are all balances that are not reserved for a specific purpose, other than the
regular purpose of the fund.

Note 4 — Common Bank Account

Separate bank accounts are not maintained for all District funds; instead, certain funds maintain their
uninvested cash balances in a common checking account, with accounting records being maintained to
show the portion of the common bank account baiance attributable to each participating fund.

Occasionally, certain of the funds participating in the common bank account will incur overdrafts
(deficits) in the account. These situations result from expenditures which have been approved by the
School Board. The overdrafts are shown as a liability in the fund incurring the overdraft and an asset in
the fund which is funding the overdraft.
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 5 - Cash and Investments

The District is allowed to invest in securities authorized by The School Code of lllinois, 30 ILCS 235/2,
30 ILCS 235/6, and 105 ILCS 5/8-7. The District has adopted a formal written investment and cash
management policy.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the District'’s deposits may not be
returned to it. The District's deposit policy requires deposits in excess of the federally insured amount to
be coilateralized with securities eligible for District investment or any other high quality, interest bearing
security rated at least AA/Aa by one or more standard rating services. The fair value of the pledged
securities shall equal or exceed the portion of the deposit requiring collateralization.

At June 30, 2019, the District's total bank balances were $39,694,017, of which $6,646,100 was covered
by FDIC insurance, $15,937,690 was covered by pledged collateral held by the financial institution’s trust
department or agent in the District's name and $17,110,227 was uninsured and uncollateralized and
exposed to custodial credit risk. The bank balance includes $7,646,100 of certificates of deposit which
are included in investments below.

Restricted Cash

At June 30, 2019 the District had restricted cash balances of $ 405,453. These funds were restricted by
donors to be used only for scholarships and certain equipment.

Investments
As of June 30, 2019, the District had the following investments:
Maturity Less Maturity Percent
Investment Type Fair Value Than 1 Year 1to 2 Years ot Total

lllinocis School District Liquid Asset Fund
Plus - Pooled Investment Accounts:

ISDLAF - Max Class $ 20,779,990 §$ 29,778,990 $ - 71.03%
ISDLAF - Term Series 4,500,000 4,500,000 - 10.73%
Certificates of deposit 7,646,100 7,164,500 481,600 18.24%

$ 41926090 § 41444490 $ 481,600 J100.00%
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 5 - Cash and Investments (Continued}

Credit Risk - According to the District's investment policy, the District is allowed to invest in any
investment authorized by the lllinois Compiled Statutes 30 ILCS 235/2.

As of June 30, 2019, the District's investment in the lllinois School District Liquid Asset Fund Plus Term
series and Max Class series were rated AAAm by Standard and Poor's. The lllinois School District
Liquid Asset Fund Plus (ISDLAF+) is an external investment pool created by the lllinois General
Assembly. The ISDLAF+ invests in U.S. Treasury bills and notes, in fully collateralized time deposits in
lllinois financial institutions, in collateralized repurchase agreements, and in treasury mutual funds that
invest in U.S. Treasury obligations and collateralized repurchased agreements. The fair value of the
position in the ISDLAF+ is the same as the value of the pool shares (valued at $1.00 per share). This
investment represents a beneficial interest in the investment. The certificates of deposit are included in
the custodial credit risk disclosures above.

Concentration of Credit Risk - Concentration of credit risk is the risk of a loss attributed to the magnitude
of a government’s investment in a single issuer. At June 30, 2019, the District had the following
investment in one issuer which exceed 5 percent of total investments: lllinois School District Liquid Asset
Fund Max Class — 71.03% and lllincis School District Liquid Asset Fund Term Series — 10.73%.

Note 6 - Changes in General Fixed Assets

Fixed asset activity for the year ended June 30, 2019 was as follows:

Balance Balance
June 30, 2018 Additions Deletions June 30, 2019
Land $ 881,764 3 - $ - $ 881,764
Buildings 74,823,061 - - 74,823,061
Improvements other than buildings 23,964,166 708,261 - 24,672,427
Equipment 4,589,652 351,287 (17,500) 4,923,439
Construction in progress 113,757 1,148,944 {621,660) 641,041

104,372,400 §$ 2208492 $ (639,160) 105,941,732

Less accumulated depreciation 30,317,575 33,259,104
$ 74,054,825 $ 72,682,628
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 6 - Changes in General Fixed Assets (Continued)

At June 30, 2019, construction in progress consisted of the following projects:

Lombard School building rennovations $ 246,632
King School building rennovations 101,308
Steele School building rennovations 250,821
Galesburg High School building rennovations 42,280

$ 641,041

Construction Commitments

The District entered into construction contracts for renovation of the above school facilities. As of June
30, 2019, the District had outstanding construction contracts totaling approximately $3,202,000 which
were 19.72 percent completed. These contracts are being financed primarily from the Capital Projects
and Fire Prevention & Safety Funds.

Note 7 — intergovernmental Accounts Receivable

Intergovernmental accounts receivable at June 30, 2019 consist of the following:

Capital
Educational Projects
llinois State Board of Education:

Title | - Low Income $ 663,319 $ -
Healthy Schools 75,852 -
Title Il - Teacher Quality 82,805 -
Early Childhood Grant 388,793 -
Federal Special Education 394,999 -
Other federal and state grants 15,663 -
1,621,431 -
School Facilities Sales Tax - 451,039
$ 1621431 $ 451,039
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205

NOTES TO BASIC FINANCIAL STATEMENTS

Note 8 - Long-Term Debt

June 30, 2019

The following is a summary of changes in long-term debt of the District for the year ended June 30, 2019:

GO School bonds, series 2011A

GO School bonds, series 2011B
(Alternative revenue source)

GO School bonds, series 2011C
(Qualified Zone Academy)

GO School bonds, series 2013
(Qualified Zone Academy)

GO School bonds, series 2014A

GO School bonds, series 20148
(Alternative revenue source)

GO School bonds, series 2014C
{Qualified Zone Academy)

GO School bonds, series 2015
GO School bonds, series 2019A

Debt Certificates, series 2019

Total long-term debt

Balance at Balance at
June 30, 2018 Additions Reductions June 30, 2019
$ 3,555,000 - $ (2850000 $ 3,270,000

13,310,000 - (450,000) 12,860,000
3,280,000 - (315,000) 2,965,000
1,760,000 - (80,000) 1,680,000
7,265,000 - - 7,265,000

11,620,000 - (80,000) 11,540,000
2,810,000 - (135,000) 2,675,000
2,779,000 - {(907,000) 1,872,000

- 20,770,000 S 20,770,000
- 17,025,000 - 17,025,000
$ 46,379,000 $ 37,795,000 $ (2,252,000) $ 81,822,000

Long-term debt at June 30, 2019 is comprised of the following:

General Obligation School Bonds, series 2011A dated April 15, 2011, original issue amount of
$10,400,000 for life safety improvements. The issue provides for serial retirement of principal due
each January 1 through 2027. Interest is due on January 1 and July 1 of each year with interest rates

varying from 3.00 to 6.00 percent.

General Obligation School Bonds, series 2011B (Alternative revenue source bonds) dated April 15,
2011, original issue amount of $15,370,000 for building improvements. The issue provides for serial
retirement of principal due each January 1 through 2036. Interest is due on January 1 and July 1 of
each year with interest rates varying from 3.00 to 6.125 percent.
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 8 - Long-Term Debt (Continued)

General Obligation School Bonds, series 2011C (Qualified Zone Academy Bonds) dated July 21,
2011, original issue amount of $5,095,000 for building improvements, The issue provides for serial
retirement of principal due each December 15 through 2027. Interest is due on December 15 and
June 15 of each year with interest at .99 percent.

General Obligation School Bonds, series 2013 (Qualified Zone Academy Bonds) dated December 18,
2013, original issue amount of $1,940,000 for building improvements. The issue provides for serial
retirement of principal due each December 16 through 2029. Interest is due on December 16 and
June 16 of each year with interest at 1.95 percent.

General Obligation School Bonds, series 2014A dated June 12, 2014, original issue amount of
$8,630,000 to build and equip a new school and to refund the District's Life Safety Bonds, series 2005.
Interest is due on January 1 and July 1 of each year with interest rates varying from 2.00 to 6.00
percent. The principal is due January 1, commencing January 1, 2015 through 2016, January 1, 2018,
and January 1, 2028 through 2034. The bonds due on or after January 1, 2028 are subject to
redemption prior to maturity at the option of the District, on January 1, 2024, or any date thereafter, at
the redemption price of par plus accrued interest to the redemption date.

General Obligation School Bonds, series 2014B (Alternative revenue source bonds) dated June 12,
2014, original issue amount of $11,815,000 to build and equip a new school building. Interest is due
on January 1 and July 1 of each year with interest rates varying from 3.50 to 4.25 percent. The
principal amount of $965,000 is due January 1, 2027 and is subject to mandatory redemption at the
redemption price of par plus accrued interest to the redemption date, in varying amounts, on January
1, 2016 through 2026. The principal amount of $10,850,000 is due January 1, 2043 and is subject to
mandatory redemption at the redemption price of par plus accrued interest to the redemption date, in
varying amounts, on January 1, 2028 through 2043. The bonds are subject to redemption prior to
maturity at the option of the District, on January 1, 2024, or any date thereafter, at the redemption
price of par plus accrued interest to the redemption date.

General Obligation School Bonds, series 2014C (Qualified Zone Academy Bonds) dated December
17, 2014, original issue amount of $2,810,000 for building improvements and equipment. The issue
provides for serial retirement of principal due each December 16, commencing on December 16, 2018
through 2030 with a final principal amount of $1,125,000 due December 16, 2034. Interest is due on
December 16 and June 16 of each year, with interest at 2.40 percent.

General Obligation School Bonds, series 2015 dated September 29, 2015, original issue amount of
$4,985,000 to increase the District's Working Cash Fund. The issue provides for serial retirement of
principal due each December 15 through 2020. Interest is due on June 15 and December 15 of each
year, with an interest rate of 2.125 percent.

General Obligation School Bonds, series 2019A dated February 5, 2019, original issue amount of
$20,770,000 for building improvements. Interest is due on December 1 and June 1 of each year,
commencing on December 1, 2019, with interest rates varying from 3.00 to 5.50 percent. The
principal is due December 1, commencing December 1, 2019 and then December 1, 2034 through
2038.
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205

NOTES TO BASIC FINANCIAL STATEMENTS

Note 8 - Long-Term Debt (Continued})

Debt Certificates, series 2019 dated June 20, 2019, original issue amount of $17,025,000 for building
improvements and equipment. The issue provides for retirement of principal due each December 1
through 2038, commencing December 1, 2019. Interest is due on December 1 and June 1 of each
year commencing December 1, 2019. The interest rate is 2.40 percent from the date of issuance to
December 1, 2018. If the Certificates are still outstanding after December 1, 2019, the interest rate
will convert to 9.00 percent. The Certificates are subject to redemption prior to maturity, at the option
of the District, in whole or part, on any date, at the redemption price of par plus accrued interest to the

June 30, 2019

date of redemption. See Note 16 — Subsequent Events

The annual requirements to amortize all long-term debt outstanding as of June 30, 2019, including

interest are as follows;

General Obligation School Bonds, series 2011A

Fiscal
Year Ending
June 30,

2020
2021
2022
2023
2024
2025 - 2027

Total

General Obligation School Bonds, series 2011B

Fiscal
Year Ending
June 30,

2020
2021
2022
2023
2024
2025 - 2029
2030 - 2034
2036 - 2036

Total

Principal Interest Total
$ 305,000 b 169,669 $ 474,669
335,000 153,668 488,668
360,000 136,293 496,293
375,000 117,684 492,684
420,000 96,525 516,525
1,475,000 133,638 1,608,638
$ 3,270,000 3 807,477 $ 4077477
Principal Interest Total
$ 475,000 $ 732,981 $ 1,207,981
500,000 708,606 1,208,606
525,000 682,981 1,207,981
550,000 655,419 1,205,419
580,000 626,481 1,206,481
3,430,000 2,592,763 6,022,763
4,565,000 1,414,449 5,979,449
2,235,000 138,885 2,373,885
$ 12,860,000 $ 7,552,565 $ 20,412,565
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 8 - Long-Term Debt (Continued)

General Obligation School Bonds, series 2011C

Fiscal

Year Ending

June 30, Principal Interest Total

2020 $ 315,000 $ 27,794 $ 342,794
2021 320,000 24,8651 344,651
2022 325,000 21,458 346,458
2023 325,000 18,241 343,241
2024 330,000 14,998 344,998

2025 - 2028 1,350,000 26,829 1,376,829

Total $ 2,965,000 3 133,971 $ 3,098,971
General Obligation School Bonds, series 2013

Fiscal

Year Ending

June 30, Principal Interest Total

2020 3 90,000 3 31,883 $ 121,883
2021 100,000 30,030 130,030
2022 100,000 28,080 128,080
2023 100,000 26,130 126,130
2024 100,000 24,180 124,180

2025 - 2029 930,000 75,465 1,005,465
2030 260,000 2,535 262,535

Total $ 1,680,000 $ 218,303 $ 1,898,303
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 8 - Long-Term Debt (Continued)

General Obligation School Bonds, series 2014A

Fiscal
Year Ending
June 30, Principal Interest Total
2020 $ - $ 312,825 $ 312,825
2021 - 312,825 312,825
2022 - 312,825 312,825
2023 - 312,825 312,825
2024 - 312,825 312,825
2025 - 2029 1,370,000 1,493,025 2,863,025
2030- 2034 5,895,000 622,750 6,517,750
Total $ 7,265,000 $ 3,679,900 $ 10,944,900
General Obligation School Bonds, series 2014B
Fiscal
Year Ending
June 30, Principal Interest Total
2020 $ 80,000 $ 483,875 $ 563,875
2021 80,000 481,075 561,075
2022 85,000 478,187 563,187
2023 85,000 475,213 560,213
2024 90,000 472,150 562,150
2025 - 2028 475,000 2,312,069 2,787,069
2030 - 2034 580,000 2,202,350 2,782,350
2035 - 2038 4,120,000 1,851,511 5,971,511
2040 - 2043 5,845,000 518,820 6,463,820
Total $ 11,540,000 $ 0,275,250 $ 20,815,250
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 8 - Long-Term Debt (Continued)

General Obligation School Bonds, series 2014C

Fiscal
Year Ending
June 30, Principal Interest Total
2020 $ 140,000 $ 62,520 $ 202,520
2021 120,000 59,400 179,400
2022 130,000 56,400 186,400
2023 155,000 52,980 207,980
2024 150,000 49,320 199,320
2025 - 2029 610,000 203,160 813,160
2030 - 2034 245,000 139,740 384,740
2035 1,125,000 13,500 1,138,500
Total $ 2,675,000 3 637,020 $ 3,312,020
General Obligation School Bonds, series 2015
Fiscal
Year Ending
June 3@, Principal Interest Total
2020 $ 526,000 3 29,941 $ 955941
2021 946,000 10,051 956,051
Total $ 1,872,000 $ 39,992 $ 1,911,992
General Obligation School Bonds, series 2019A
Fiscal
Year Ending
June 30, Principal Interest Total
2020 $ 665,000 $ 1424834 $ 2,089,834
2021 - 1,065,200 1,065,200
2022 - 1,065,200 1,065,200
2023 - 1,065,200 1,065,200
2024 - 1,065,200 1,065,200
2025 - 2029 - 5,326,000 5,326,000
2030 - 2034 - 5,326,000 5,326,000
2035 - 2039 20,105,000 3,055,000 23,164,000
Total $ 20,770,000 $ 19,396,634 $ 40,166,634
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NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 8 - Long-Term Debt {Continued)

Debt Certificates, series 2019

Fiscai
Year Ending
June 30, Principal Interest Total
2020 $ 865,000 $ 910,790 $ 1,775,790
2021 335,000 1,439,325 1,774,325
2022 370,000 1,407,600 1,777,600
2023 405,000 1,372,725 1,777,725
2024 440,000 1,334,700 1,774,700
2025 - 2029 2,900,000 5,969,250 8,869,250
2030 - 2034 4,560,000 4,317,750 8,877,750
2035 - 2039 7,150,000 1,724,400 8,874,400
Total $ 17,025,000 $ 18,476,540 $ 35,501,540

Legal Debt Margin

The legal debt margin of the District at June 30, 2019 is as follows:

Assessed Valuation $ 439,023,188
Debt limit, 13.8% of assessed valuation $ 60,585,200
Less total debt (excluding alternative revenue source bonds) 57,522,000
Legal debt margin S _3.063,200

Note 9 — Capital Lease Payable

Changes in the capital leases payable for the year ended June 30, 2019 is summarized as follows:

Balance at June 30, 2018 $ 28,741
Additions -
Payments (28.741)
Balance at June 30, 2019 $ -

The District entered into an agreement to lease three activity buses under a capital lease arrangement.
The lease required annual payments of $29,946, including interest at 4.20 percent. Final payment was
due July 15, 2018.
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NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

Note 10 — Other Required Disclosures

Generally accepted accounting principles require disclosure, as part of the basic financial statements -
overview, of certain information concerning funds including:

a. Excess of expenditures over appropriations in individual funds for the year ended June 30, 2019 is

as follows:
Excess Actual
Fund Budget Actual Over Budget
Debt Services $ 4225958 $ 4,226,001 $ 43
Capital Projects § 750,000 3 846,866 $ 96866
Fire Prevention & Safety $§ 300000 £ 769,707 $_ 469707

. Deficit fund balances of individual funds:

There were no deficit fund balances as of June 30, 2019,

Individual fund interfund receivable and payable balances.

The following balances represent due from/te balances among all funds as of June 30, 2019:

Receivable Fund Payable Fund Amount
Tort Medical Expense Benefit Trust $ 3.000

This interfund balance is due to a reimbursement of expenditures paid by the Tort Fund.

. Interfund transfers:

Interfund transfers are defined as the flow of assets without equivalent flows of assets in return. The
composition of interfund transfers for the year ended June 30, 2019 is as follows:

Fund Transfer In Fund Transfer Qut Amount
Capital Projects Educational $ 71608

The transfer was made for the reimbursement of expenditures made in the Capital Projects Fund in
the prior year.,
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June 30, 2019

Note 11 — Risk Management / Self-Insurance

The District is exposed to various risks of loss related to torts, theft of, damages to and destruction of
assets, errors and omissions, injuries to employees, natural disasters, and medical claims of its
employees and their dependents. The District is self-insured for medical coverage for its employees and
other dependents. The District purchases commercial insurance for all other risks of loss and for
medical claims in excess of loss coverage. During the year ended June 30, 2019, there were no
significant reductions in insurance coverage. Seltled claims from these risks have not exceeded the
commercial coverage in any of the past three fiscal years.

Employee’s Self-Insurance Plan- Medical Expense Benefit Trust

Effective August 1, 1982, the District adopted a self-insurance plan to provide medical coverage to its
active employees. The plan also is available to employee dependents and retirees on an elective basis.
Effective April 1, 1988, the plan was expanded to provide either dental or vision coverage for certified
teachers and administrators. The District's liability under the plan is limited by a master reinsurance
agreement which is summarized as follows:

Individual insurance stop loss reinsurance (policy period 8/1/2018 — 8/1/2019):
Specific individual deductible per plan year $ 80,000

Additional aggregating specific deductible to be met in excess of specific
individual deductible ($80,000) per plan year $ 75,000

Reinsurance reimbursement is 100% of claim payments per individual
in excess of total specific individual and aggregating specific deductibles
($155,000) per plan year

Aggregate insurance stop loss reinsurance (policy period 8/1/2018 — 8/1/2019):

The Trust also maintains aggregate reinsurance coverage of $1,000,000 when aggregate
medical claims exceed approximately $3,030,000 over the annual liability period.

The District collects monthly premiums from employees and retirees and transfers those premiums
along with the District's share of premiums for active employees to the self-insurance trust. These
premiums are based on historical cost information or actuarial estimates of the amounts needed to pay
prior and current year claims. The claims liability included in the Medical Expense Benefit Trust Fund at
June 30, 2019 is based on the requirements of Governmental Accounting Standards Board Statement
No. 10, Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, which
requires that a liability for claims be reported if information prior to the issuance of financial statements
indicates that it is probable that a liability has been incurred at the date of the financial statements and
the amount of the loss can be reasonably estimated.
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Employee’s Self-Insurance Plan- Medical Expense Benefit Trust {continued)

Changes in the claims liability in fiscal years 2012 and 2018 were:

Balance, June 30, 2017 $ 374,143
Claims incurred 2,798,899
Claims paid (2,841,259)
Balance, June 30, 2018 331,783
Claims incurred 4,627,302
Claims paid (4.478,597)
Balance, June 30, 2019 $ 480488

Note 12 - Retirement Fund Commitments

The District contributes to two defined benefit pension plans: the Teacher's Retirement System (TRS)
and the lllinois Municipal Retirement Fund (IMRF). The aggregate pension expense recognized by the
District for the year ended June 30, 2019 was $879,458.

Teachers' Retirement System of the State of lllinois

Plan Description

The District participates in the Teacher's Retirement System of the State of lllinois (TRS). TRS is a cost-
sharing, multiple-employer defined benefit pension plan that was created by the lllinois legislature for the
benefit of lllinois public school teachers employed outside the city of Chicago. TRS members include all
active non-annuitants who are employed by a TRS-covered employer to provide services for which
teacher licensure is required. The lllincis 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 repot that can be obtained at
http:/ivww.trsil.org/financial/cafrs/fy2018, by writing to TRS at 2815 West Washington Street, PO Box
19253, Springfield, IL 62794; or by calling (888) 678-3675, option 2.

Benefits Provided

TRS provides retirement, disability, and death benefits. Tier 1 members have TRS or reciprocal system
service prior to January 1, 2011. Tier 1 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.
Disability and death benefits are also provided.
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Teacher's Retirement System of the State of lllinois (Continued)

Tier 2 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 2 are identical to those of Tier 1. Death benefits are
payable under a formula that is different from Tier 1.

Essentially all Tier 1 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 2 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 will begin in 2019
and will be funded by bonds issued by the State of lllinais.

Contributions

The State of lllinois maintains the primary responsibility for funding TRS. The lliinois 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 lilinois
Pension Code. The contribution rates are specified in the pension code. The active member contribution
rate for the year ended June 30, 2018, 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, 2019, State of lllincis contributions recognized by the District
were based on the state's proportionate share of the collective net pension liability associated with the
District, and the District recognized revenue and expenditures of $15,586,323 in pension contributions
from the State of lllinois.

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,
2019, were $128,510 and are deferred because they were paid after the June 30, 2018 measurement date.
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Teacher's Retirement System of the State of lllinois (Continued)

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 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, 2019, the employer pension contribution was 9.85 percent of salaries paid
from federal and special trust funds. For the year ended June 30, 2019, salaries totaling $1,188,806 were
paid from federal and special trust funds that required employer contributions of $117,097. These
contributions are deferred because they were paid after the June 30, 2018 measurement date.

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.
Additionally, beginning with the year ended June 30, 2019, the employer will make a similar contribution
for salary increases over 3 percent if members are not exempted by current collective bargaining
agreements or contracts.

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, 2019, the
District paid $161 to TRS for employer contributions due on salary increases in excess of 6 percent and
$1,673 for sick leave days granted in excess of the normal annual allotment.

Pension Liabilities

At June 30, 2018, the District’s 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 District. The state's
support and total are for disclosure purposes only. The amount recognized by the District 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 District were as follows:

District's proportionate share of the net pension liability $ 2,422,617
State's proportionate share of the net pension liability associated

with the District 165,959,394
Total $ 168,382,011
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Note 12 - Retirement Fund Commitments (Continued)

Teacher's Retirement System of the State of lllinois {Continued)

The District utilizes the regulatory basis of accounting prescribed by the lllinois State Board of Education
and therefore, does not report its proportionate share of the net pension liability in the statement of
position.

The net pension liability was measured as of June 30, 2018, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2017 and
rolied forward to June 30, 2018. The District's proportion of the net pension liability was based on the
District’'s share of contributions to TRS for the measurement year ended June 30, 2018, relative to the
contributions of all participating TRS employers and the state during that period. At June 30, 2018, the
District's proportion was .0031081169 percent, which was a decrease of 73.81 percent from its
proportion measured as of June 30, 2017,

Actuarial Assumptions
The total pension liability in the June 30, 2018 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

In the June 30, 2018 actuarial valuation, mortality rates were based on the RP-2014 White Collar Table
with appropriate adjustments for TRS experience. The rates are based on a fully-generational basis
using projection table MP-2017. In the June 30, 2017 actuarial valuation, mortality rates were also
based on the RP-2014 White Collar Table with appropriate adjustments for TRS experience. The rates
were used on a fully-generational basis using projection table MP-2014.

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:
Target Long-Term Expected

Asset Class Allocation Real Rate of Return
U.S. Equity Large Cap 15.0% 6.7%
U.S. Equity Smali/Mid Cap 2.0 7.9
International Equities Developed 13.6 7.0
Emerging Market Equities 34 9.4
U.S. Bond Core 8.0 2.2
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Teacher’s Retirement System of the State of llinois (Continued)

Target Long-Term Expected

Asset Class Allocation Real Rate of Return
U.S. Bonds High Yield 42 4.4
International Debt Developed 2.2 1.3
Emerging International Debt 2.8 4.5
Real Estate 16.0 54
Real Return 4.0 1.8
Absolute Return 14.0 39,

Private Equity 15.0 10.2
Total J100%

Discount Rate

At June 30, 2018, the discount rate used to measure the total pension liability was 7.0 percent, which
was the same as the June 30, 2017 rate. The projection of cash flows used to determine the discount
rate assumed that employee contributions, employer contributions, and state contributions will be made
at the current statutorily-required rates.

Based on those assumptions, TRS's fiduciary net position at June 30, 2018 was projected to be
available to make all projected future benefit payments to current active and inactive members and all
benefit recipients. Tier 1's liability is partially-funded by Tier 2 members, as the Tier 2 member
contribution is higher than the cost of Tier 2 benefits. Due to this subsidy, contributions from future
members in excess of the service cost are also included in the determination of the discount rate. All
projected future payments were covered, so the long-term expected rate of return on TRS investments
was applied to all periods of projected benefit payments to determine the total pension liability.

Sensitivity of the employer’s proportionate share of the net pension liability to changes in the
discount rate

The following presents the District's proportionate share of the net pension liability calculated using the
discount rate of 7.00 percent, as well as what the employer's proportionate share of the net pension
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (6.00
percent) or 1-percentage-point higher (8.00 percent) than the current rate.

(6.00%) (7.00%) (8.00%)
1% Decrease  Current Discount Rate 1% Increase

Employer's proportionate share

of the net pension liability $ 2971110 $ 2422617 $__ 1080914

TRS Fiduciary Net Position
Detailed information about the TRS’s fiduciary net position as of June 30, 2018 is available in the
separately issued TRS Comprehensive Annual Financial Report.
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llinois Municipal Retirement Fund

IMRF Plan Description

The District's defined benefit pension plan for Regular employees provides retirement and disability
benefits, post-retirement increases, and death benefits to plan members and beneficiaries. The
District's plan is managed by the lllinois Municipal Retirement Fund (IMRF), the administrator of a
multiple-employer public pension fund. A summary of IMRF’s pension benefits is provided in the
“Benefits Provided” section of this document. Details of all benefits are available from IMRF. Benefit
provisions are established by statute and may only be changed by the General Assembly of the State of
lllinois. IMRF issues a publicly available Comprehensive Annual Financial Report that includes financial
statements, detailed information about the pension plan's fiduciary net position and required
supplementary information. The report is available for download at www.imrf.org.

Benefits Provided

IMRF has three benefit plans. The vast majority of IMRF members participate in the Regular Plan (RP).
The Sheriff's Law Enforcement Personnel (SLEP) plan is for sheriffs, deputy sheriffs, and selected police
chiefs. Counties could adopt the Elected County Official (ECO) plan for officials elected prior to August 8,
2011 (the ECO pian was closed to new participants after that date).

All three IMRF benefit plans have two tiers. Employees hired before January 1, 2011, are eligible for
Tier 1 benefits. Tier 1 employees are vested for pension benefits when they have at least eight years of
qualifying service credit. Tier 1 employees who retire at age 55 (at reduced benefits) or after age 60
(at full benefits) with eight years of service are entitled to an annual retirement benefit, payable
monthly for life, in an amount equal to 1-2/3% of the final rate of earnings for the first 15 years of
service credit, plus 2% for each year of service credit after 15 years to a maximum of 75% of their final
rate of earnings. Final rate of earnings is the highest total earnings during any consecutive 48 months
within the last 10 years of service, divided by 48. Under Tier 1, the pension is increased by 3% of the
original amount on January 1 every year after retirement.

Employees hired on or after January 1, 2011, are eligible for Tier 2 benefits. For Tier 2 employees,
pension benefits vest after ten years of service. Participating employees who retire at age 62 (at
reduced benefits) or after age 67 (at full benefits) with ten years of service are entitled to an annual
retirement benefit, payable monthly for life, in an amount equal to 1-2/3% of the final rate of
earnings for the first 15 years of service credit, plus 2% for each year of service credit after 15 years to a
maximum of 75% of their final rate of earnings. Final rate of earnings is the highest total earnings
during any 96 consecutive months within the last 10 years of service, divided by 96. Under Tier 2, the
pension is increased on January 1 every year after retirement, upon reaching age 67, by the lesser of:

¢ 3% of the original pension amount, or
* 1/2 of the increase in the Consumer Price Index of the original pension amount.
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