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INDEPENDENT AUDITOR’S REPORT

To the Board of Education
Manhattan School District 114
Manhattan, lllinois

Report on the Financial Statements

We have audited the accompanying modified cash-basis financial statements of the governmental
activities, each major fund, and aggregate remaining fund information of the Manhattan School District 114
(District}, as of and for the year ended June 30, 2016, 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 statements
in the circumstances. Management is also responsible for the design, implementation, and maintenance
of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due fo fraud or error.

Auditor’'s Responsibility

Our responsibility is to express opinions an these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstaternent.

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 opinicn on the effectiveness of the Distiict'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 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 respect, the respective

modified cash-basis financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Manhattan School District 114 as of June 30, 2016, the respective
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changes in modified cash-basis financial position thereof for the year then ended in accordance with the
modified cash basis of accounting described in Note 1.

Basis of Accounting

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

Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that coliectively
comprise the Manhattan School District 114’s basic financial statements. The combining, individual fund
financial statements and other information schedules listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual fund financial statements are the responsibility of management and were
derived from and relate directly fo 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 addifional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the combining
and individual fund financial statements are fairly stated, in all material respects, in relation to the basic
financial statemenis as a whole,

The other information schedules listed in the table of contents 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November S,
2016, on our consideration of Manhattan School District 114's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the result of that testing, and not to provide an opinion on 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 Manhattan School District 114's internal
control over financial reporting and compliance.

i, Sgphegn (s & Al ECE

Mose, Yockey, Brown & Kull, LLC
Certified Public Accountants

Shelbyville; Illinois
November 9, 2016
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Education
Manhattan School District 114
Manhattan, lllinois

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund and the aggregate remaining fund information of
the Manhattan School District 114 as of and for the year ended June 30, 2016, and the related notes to
the financial statements, which collectively comprise the Manhattan Schoc! District 114’ basic financial
statements and have issued our report thereon dated November 9, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Manhattan School
District 114’ internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Manhattan School
District 114" internal control. Accordingly, we do not express an opinion on the effectiveness of
Manhattan School District 114’ internal control.

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

Cur consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify ail deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses. We
did identify certain deficiency in internal control, described in the accempanying schedule of findings as
Findings 2016-005 that we consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Manhatian School Disirict 114’ financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material eifect on the determination of financial statement amounts. However, providing an



opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The resulis of our tests disclosed instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards and which are described in the
accompanying schedule of findings as Findings 2016-001, 2016-002, 2016-003, and 2016-004.

Manhattan School District 114’s Response to Findings

Manhattan School District 114’s response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. Manhattan School District 114’s
responses were not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

Purpose of this Report

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

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

B ¢ 4] L

Mose, Yockey, Brown & Kull, LLC
Certified Public Accountants

Shelbyville, lllinois

November 9, 2016
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MANHATTAN SCHOOL DISTRICT 114
STATEMENT OF NET POSITION - MODIFIED CASH BASIS
June 30, 2016

Governmental
Activities
Assets:
Current Assets:
Cash and Cash Equivalents $ 2,266,046
Certificates of Deposit 5,021,114
Payroll Receivables 12,820
Total Current Assets $ 7,299,980
Noncurrent Assets:
Capital Assets;
Land 4,519,365
Land Improvements, net 155,202
Buildings, net 14,732,790
Equipment, furniture and vehicles, net 139,615
Total Noncurrent Assets $ 19,546,972
Total Assets $ 26,846,952
Deferred Outflows of Resources:
Unamortized Loss on Refunding $ . 1,033,329
Liabilities:
Current Liabilities:
Bank Overdraft S 87,600
Bonded Debt Due Within One Year 905,827
Total Current Liabilities $ 993,527
Noncurrent Liabilities:
Bonded Debt Due in More Than One Year 16,188,869
Total Liabilities $ 17,182,396
Net Position:
Net Investment in Capital Assets $ 7,124,094
Restricted for:
Operations and Maintenance 996,846
Transportation 976,628
Retiremeant Benefits 299,263
Tort Immunity 134,718
Unrestricted 1,166,336
Total Net Position $ 10,687,885

The accompanying notes are an integrai part of these financiai statements.
5
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MANHATTAN SCHOOL DISTRICT 114

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET POSITICN OF GOVERNMENTAL ACTIVITIES-MODIFIED CASH BASIS
JUNE 30, 2016

Total Fund Balances, Governmental Funds $ 7,212,380

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

Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds. (17,094,796)

Unamortized loss on refunding is shown as a deferred outflow of resources on
the sttement of net position 1,033,329

Capital assets used in governmental activities are not
financial resources and, therefore are not reported in
the funds 19,546,972

NET POSITION OF GOVERNMENTAL ACTIVITIES $ 10,697,885
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MANHATTAN SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES-MODIFIED CASH BASIS
FISCAL YEAR ENDED JUNE 30, 2016

Net changes in fund balances, governmental funds $ 651,788

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

The issuance of long-term debt provides current financial
resources to governmental funds, while the repayment of the
principat of long-term debt consumes the current financial
resources of governmental funds. Neither transaction,
however, has any effect on net position.

Current year principal retirement 552,998
Amortization of Bond Issuance Premium (729,408)
Amortization of Unamortized Loss on Refunding 181,511
Current year debt issuance ‘ {13,985)

Governmental funds report capital outlays as disbursements.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense:

Current year disposal of capitalized assets (342)
Current year capital outlays capitalized 117,039
Current year depreciation expense on capitalized assets (887,694)
Change in Net Position of Governmental Activities $ {128,093)

The accompanying notes are an integral part of these financial statements.
10
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MANHATTAN SCHOOL DISTRICT 114
STATEMENT OF CHANGE IN FIDUCIARY NET POSITION
MODIFIED CASH BASIS
JUNE 30, 2016

Fiduciary
Funds

Additions:

Employee Contributions $ 9,090
Deductions:

Paid to Employees 10,584

Paid to Students 4,704
Total Deductions $ 15,288
Net Increase (Decrease) in Restricted Net Position $ (6,198)
Restricted Net Position, Beginning | 25,700
Restricted Net Position, Ending $ 19,502

The accompanying notes are an integral part of these financial statements.
12
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MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114
NOTES TO THE FINANICAL STATEMENTS
YEAR ENDED JUNE 30, 2016

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

Manhattan School District 114 (District) is a school district serving students in Manhattan, lllinois and the
surrounding area. Revenues are substantially generated as a result of taxes assessed and allocated to
the District and grants received from other 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.

The following is a summary of the more significant accounting policies which the District applies:

A. Principles used to Determine Scope of Entity

vs]

The District's reporting entity includes the District's governing board and all related organizations for
which the District exercises oversight responsibility.

The District has developed criteria to determine whether outside agencies with activities that benefit
the citizens of the District, including joint agreements that serve pupils from numerous districts,
should be included within its financial reporting entity. The criteria include, but are not limited to,
whether the District exercises oversight responsibility (which includes financial interdependency,
selection of governing authority, designation of management, ability to significantly influence
operations, and accountability for fiscal matters}, scope of public service, and special financing
refationships.

The District is a member of the Lincoln-Way Area Special Education District 843 joint agreement,
which provides special education services for the member districts. Separate financial statements
are available through the Lincoln-Way Area Special Education District 843 at 601 Willow Street,
Frankfort, IL 60423.

The joint agreement has been determined not to be part of the reporting entity after applying the
manifesting of oversight, scope of public service and special financing relationships criteria and is
therefore excluded from the accompanying financial statements because the District does not
control the assets, operations or management of the joint agreement. In addition, the District is not
aware of any entity that would exercise such oversight that would result in the District being
considered a component unit of the entity.

Government-Wide a

The government-wide financial statements (i.e., the statement of net position — modified cash basis
and the statement of activities — modified cash basis) report information on all of the nonfiduciary
activities of the District. For the most part, the effect on interfund activity has been removed from
these statements.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include 1) charges to students, employees,
and others who purchase, use or directly benefit from goods, services, or privileges provided by a
given function or segment and 2) grants and contributions that are restricted to meeting the
oberational or capital requirements of a particular function or segment.

Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though
the latter are exciuded from the government-wide financial statements. WMajor individual
governmental funds are reported as separate columns in the fund financial statements.

13



MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114
NOTES TO THE FINANICAL STATEMENTS
YEAR ENDED JUNE 30, 2016

Note 1 - Continued

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the modified cash basis of accounting
as are the fiduciary fund financial statements. Capital assets and long-term debt are recognized on
an economic resources measurement focus. Revenues are recorded when the cash is received
and expenses are recorded when they are paid.

Governmental fund financial statements are reported using the modified cash basis of accounting.
Revenues are recognized when the cash is received. Expenditures are recorded when they are
paid.

The District reports the following major governmental funds:

General Fund — The Educational, Operations and Maintenance, Working Cash and Tort Accounts
comprise the general operating fund. |t is used to account for all financial resources except those
required to be accounted for in other funds.

The Educational Account is the regular operations of the Educational Fund. All receipts thatare
not allocated by law or contractual agreement to some other fund are accounted for in this
account. This account is used for regular operations, including educational costs, textbook
costs, the food service department and certain other special programs, including many federal
and state programs. The Special Education levy is included in the Educational Account.

The Operations and Maintenance Account includes costs of maintaining, improving, or repairing
school buildings and property.

The Working Cash Account is used to account for financial resources held by the District which
may be temporarily loaned to other funds.

The Tort Account is used to account for resources to fund, and costs related to, fort immunity
and tort judgment purposes.

Debt Services Fund — The Debt Services Fund is used to account for the accumulation of resources

for navmeant of nenaral lnnastarm hondad dabt nrinecinal and interact canital laace navmante . and
or payment of general iohg-term Dot tprncingiana n pilal paymems, ang

related costs.

Transportation Fund — The Transportation Fund pays for the costs of transportation of pupils.

Municipal Retirement/Social Security Fund — 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 noncertified employees and employer Medicare contributions for qualifying
employees.

Additionally, the District reports the following fund types:

Fiduciary — These funds are used 1o account for assets held by the District in a trustee capacity or
as an agent for individuals, private organizations, other governments or other funds.

The Flexible Spending Account Trust Fund is used to account for the plan maintained on behalf of
employees
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Noie 1 — Continued

The Setllement Agreement Trust Funds are used to account for the compensatory educational and
related services of the individual students until the students reaches the age of twenty-eight.

Agency Funds - Student Activity Funds — The Student Activity Funds are custodial in nature (assets
equal liabilities), do not involve the measurement of the results of operations, and are treated as
Agency Funds.

D. Budgets and Budgetary Accounting

The budget for all governmental fund types is prepared on the modified cash basis of accounting
which is the same basis that is used in financial reporting. This allows for comparability between
budget and actual amounts. This is an acceptable method in accordance with 105 ILCS 6/17-1 of
the ilincis Compiled Statutes. The budget was passed on September 9, 2015 and was not
amended.

For each fund, total fund expenditures disbursed may not legally exceed the budgeted amounts.
The budget lapses at the end of each 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 disbursed and the means of financing them,

2. A public hearing is conducted to obtain taxpayer comments.

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

4, Farmal budgetary integration is employed as a management control device dﬁring the year.

5. The Board of Education may make transfers between the various items in any fund not
exceeding in the aggreqate 10% of the total of such fund as set forth in the hudget,
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6. The Board of Education may amend the budget (in other ways) by the same procedures
required of its original adoption.

E. Investmenis
investments are recorded in accordance with GASB Statement No. 72, Fair Value Measurement
and Application. Accordingly, the change in fair value of investments is recognized as an increase
or decrease to investment assets and investment income. The District’s investments consist of
certificates of deposit and money markets, which are exempt from GASB Statement No. 72, Fair
Value Measurement and Application.

F. inventories

The District does not maintain inventories that would be material {o the financial statements and
expenses items as they are purchased.
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Note 1 — Continued

G.

Capital Assets

Capital assets have been acqguired for general governmental purposes. At the time of purchase,
capital assets are recorded as expenditures disbursed in the Governmental Funds and capitaiized at
cost in the General Fixed Assets Account Group. Donated capital assets are stated at estimated
fair market value as of the date of acquisition. The capitalization threshold for all capital assets is
$2,000.

The capital assets are depreciated using the straight-line method over the following estimated useful
lives:

Estimated Useful Life

Property Type (years)
Buildings and Building Improvements 50
Site Improvements and Infrastructure 20
Capitalized Equipment 3-20

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometime report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period and so will not be
recognized as an outflow of resources (expense/expenditure) until then. The District has only one
type of item that qualifies for reporting in this category. Accordingly, the item, unamortized loss on
refunding, is reported in the government-wide statement of net position — modified cash basis. An
unamartized loss on refunding results from the difference in the carrying value of refunded debt and
its reacquisition price. This amount is deferred and amortized over the shorter of the life of the
refunded or refunding debt.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period and so will not be

reccgn;zed ae an inflow of rasourcoe (re\!anllules\ until that time,

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reporied as liabilities in the statement of net position.

In the fund financial statements, govermmental funds recognize bond premiums and discounts
during the current period. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures. The face amount of debt issued is reported as other financing sources at the date
received. Payments on debt principal are recorded as an expendifure.
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Note 1 — Continued
J. Net Position

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

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

K. Use of Estimates

The preparation of financial statements in conformity with the modified cash basis of accounting
requires the District 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 received and expenditures disbursed during the
reporting period. Actual results could differ from these estimates.

Note 2 - Property Taxes

The District's property taxes are levied each year on all taxable real property located in the District on or
before the last Tuesday in December. The most recent levy was adopted by the board on December 9,
2015. Property taxes attach as an enforceable lien on property as of January 1 and are payable in two
installments in July and September. The Disirict receives significant distributions of tax receipts
approximately one month after these due dates. '

Tax proceeds from the 2015 and prior levies are reported as receipts from local sources in the June 30,
20186 financial statements.

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

2015 Actual

Levy Maximum 2015 Levy 2014 Levy
Educationai 3.5000 3.2423 3.2042
Operations and Maintenance 0.5500 0.4988 0.5128
Transportation Unlimited 0.1749 0.2017
Municipal Retirement Unlimited 0.0479 0.0534
Social Security Unlimited 0.0707 0.0693
Tort Immunity Unlimited 0.0807 0.0855
Special Education 0.0400 0.1447 0.1487
4.2600 4.2756

Note 3 - Cash.and Investmenis

Cash and investments as of June 30, 2016 consist of the following:

Cash on Hand $ 300
Deposits with financial institutions 7,309,056
Total cash and investments $ 7,308,356
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NOTES TO THE FINANICAL STATEMENTS
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Note 3 — Continued
Investments Authorized by lllinois Compiled Statutes and the District’s Investment Policy

The District is allowed to invest in securities as authorized by 30 ILCS 235/2 and 235/6 and 105 1LCS 5/8-7
of the fllinois Compiled Statutes. The District's investment policy is consistent with flfinois Compiled
Statutes. '

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value is
to changes in market interest rates. The District's investment policy does not specifically address interest
rate risk; however, one of the ways that the District manages its exposure to interest rate risk is by limiting
its purchases of long term investments. At June 30, 2016 the District's investments were deposits in
financial institutions. The deposits are all demand deposits with the exception of the following:

Investment Amount Maturity Date
Certificate of Deposii $ 800,000 August 4, 2016
Certificate of Deposit $ 751,114 August 10, 2016
Certificate of Deposit $ 800,000 October 13, 2016
Certificate of Deposit $ 800,000 November 10, 2016
Certificate of Deposit $ 900,000 December 8, 2016
Certificate of Deposit $ 970.000 December 20, 2016

$5,021.114

None of the District's investments are highly sensitive to interest rate fluctuations.
Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. The District’s investment policy requires a rating at the time of purchase at one of the three
highest classifications established by at least two standard rafing services. The District’s investments that
are deposits with financial institutions are not subject to credit risk rating.

Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be invested in any one
issuer. Deposits with financial institutions and investments in external investment pools are exempt from
the 5% investment in any one issuer disclosure.

Custedial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an cutside party. The custodial credit risk for investments is the risk
that, in the event of the failure of the counterparty (e.g., broker-dealer) to a transaction, a government will
not be able to recover the value of its investment or collateral securities that are in the possession of
another party. iflinois Compiled Statutes do not contain legal or policy requirements that would limit the
exposure to custodial credit risk for deposits. However, the district's investment policy requires that all
amountis denosited or invested with financial institutions in excess of any insurance limit be collateralized.
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NOTES TO THE FINANICAL STATEMENTS
YEAR ENDED JUNE 30, 2016

Note 3 — Continued
As of June 30, 2016, $5,275,464 of the District's deposits with financial institutions in excess of federal
depository insurance limits were held in accounts collateralized by securities held by the pledging financial
institution and none of the District’s deposits were held in uncollateralized accounts.
Foreign currency risk
Foreign currency risk is the risk that changes in foreign exchange rates will adversely affect the fair values

of an investment or deposit. None of the district's investments are directly subject to foreign currency risk.
The district’s investment policy does not address foreign currency risk.

Note 4 - Changes in Capital Assets

Balance, Balance,
July 1, 2015 Additions Deletions  June 30, 2016

Capital Assets not being Depreciated:

Land $ 4,519,365 § - $ - $ 4519,365

Depreciable Capital Assets:

Buildings and Building

Improvements 25,138,009 - -- 25,138,009
Site Improvements and

Infrastructure 960,467 - - 960,467
Capitalized Equipment 3,115,469 117,039 22,007 3,210,501
Total Capital Assets $33,733310 § 117038 § 22007 $ 33828342

Accumulaied Depreciation:

Buildings and Building

Improvements $ 9,902,459 3 502,760 3 -~ % 10,405,219
Site Improvements and

Infrastruciure 757,242 48,023 - 805,265
Capitalized Equipment 2,755,640 336,911 21.665 3,070,886

Total Accumulated Depreciation $13415341 ¢ 887694 § 216658 $ 14,281,370
Capital Assets, Net $20317969 § (770655) $ 342 $ 19546972

As explained in Note 1, depreciation is calculated to determine the district’s per capita tuition charge and
is allocated to functions/programs as follows:

Governmental Activities:

Instructional — Regular Programs $703,651
Support Services — Student Based 43,978
Support Services — Non-Student 140.065
Total Depreciation Expense $887.694
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Note 5 — Debt

MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114
NOTES TO THE FINANICAL STATEMENTS
YEAR ENDED JUNE 30, 2016

A. Long-Term Debt

A summary of general long-term debt is as follows:

Descripti

Balance, Balance, Due in Less
July 1. 2015 Additions Deductions June 30, 2016 Than One
Year

Capital Appreciation :
School Bonds, 2004C $ 6,623,378 % - $ 323,601 $ 6,199,777 $ 466,418
Refunding School Bonds,

2015 4,380,000 - - 4,380,000 -
Issuance Premium 6,231,181 - 181,510 6,049,671 286,489
Apple Lease, 2012 78,920 - 78,920 - -
Apple Lease, 2015 601,840 - 160,477 451,363 148,220
Apple Lease, 2016 - 13,985 - 13,985 4.800
Total Long-Term Debt $17815319 $ 13985 $ 734508 $ 17,094,796 $ 905927

The district is subject to a statutory debt limitation equal to 6.9% of the districts Equalized Assessed
Valuation (EAV). The district's statutory debt limitation at June 30, 2016 was $16,060,565, leaving
$5.015,440 available. The debt service payments for the Apple Lease Agreements, Capital
Appreciation School Bonds, and Refunding Bonds are paid for by a transfer from the Educational
Fund to the Debt Services Fund.

At June 30, 2016, there were $0 of net current assets in the Debt Services Fund for the retirement of
bonded debt.

1.

Capital Appreciation School Bonds, 2004C

In January 2005 the District issued $13,031,672 in Capital Appreciation School Bonds. The
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December with interest payable on June 1 and December 1 of each year beginning June 1,
2005. The interest rate is 9.00 percent and the bonds mature on December 1, 2024. Due to the
Refunding School Bonds, 2015, outlined below $1,626,983 of these bonds were considered
defeased in January, 2015.

At June 30, 20186, the annual cash flow requiremenis of bond principai and interest were as
follows:
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Note 5 — Continued

2.

Year Ending
June 30, Principal Interest Total
2017 $ 466,418 3 863,582 3 1,330,000
2018 427 103 902,897 1,330,000
2019 949,846 2,280,154 3,230,000
2020 914,240 2,480,760 3,395,000
2021 879,129 2,685,871 3,665,000
2022 844 567 2,895,433 3,740,000
2023 811,651 3,113,349 3,925,000
2024 781,110 3,343,890 4,125,000
2025 125,713 599,287 725,000

$ 6,199,777 $ 19,165223 $ 25,365,000

Refunding School Bonds, 2015

In January, 2015, the District issued $4,380,000 of Refunding Bonds. The bonds are dated
January 30, 2015 and $4,606,343 of the net proceeds of $4,680,196 (after payment of $88,589 in
underwriting fees, insurance, and other issuance costs and $316,785 proceeds from premium on
bonds sold} were used to purchase U.S. government securities. The remaining $1,853 of
proceeds were deposited in the District’'s Debt Services Fund. Those securities were deposited
in an irrevocable trust with an escrow agent to provide for future debt service payment on the
Capital Appreciation Schoo! Bonds, 2004C with an average interest rate of 9.0 percent. As a
result, $1,626,983 of Capital Appreciation School Bonds, 2004C are considered to be defeased.

The District refunded the Capital Appreciation School Bonds, 2004C o alter the debt service
cash flow requirements. The refunding did not result in an economic gain for the District.

The bonds are datad Jznuary 20, 2015 and provide for serial retirament of princinal each
January 1 starting in 2025, with interest payable on January 1 and July 1. The interestrateis 4.0
percent.
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At June 30, 2016, the annual césh flow requirements of bond principal and interest were as

follows:
Year Ending
June 30, Principal Interest Total
2017 $ - $ 87,600 $ 87,600
2018 - 175,200 175,200
2019 - 175,200 175,200
2020 - 175,200 175,200
2021 - 175,200 175,200
2022 - 175,200 175,200
2023 _ - 175,200 175,200
2024 - 175,200 175,200
2025 500,000 175,200 675,200
2026 1,245,000 155,200 1,400,200
2027 1,295,000 105,400 1,400,400
2028 1,340,000 53,600 1,393,600

$ 4,380,000 $ 1,803,400 $ 6,183,400

3. Issuance Premium
The District had issuance premiums on the twe bond issuance. At June 30, 20186, the issuance

premium will be amortized and included in the statement of activities ~ modified cash basis as
follows:

Year Ending June 30,

2017 $ 286,489
2018 298,301
2019 712,066
2020 772,334
2021 833,955
2022 896,912
2023 962,381
2024 1,031,641
2025 207,088
2026 23,959
2027 16,271
2028 8274
Total $6.049671
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4. Apple Lease, 2012

Agreement dated March ©, 2012, provides for annual payments of principal and interest ata rate
of 2.17% for the purchase of Apple Computer equipment at $234,902.

At June 30, 2016, the lease obligation was paid in full.

5. Apple Lease, Fiscal Year 2015

Agreement dated January 5, 2015, provides for annual payments of principal and interest at a
rate of 1.5% for the purchase of Apple Computer equipment at $601,840.

At June 30, 2016, the annual cash flow requirements of bond principal and interest were as

follows: ‘
Year Ending
June 30, Principal Interest Total
2017 $ 148,220 $ 6,770 $ 154,990
2018 150,443 4,547 154,990
2019 152,700 2,290 154,990

$ 451,363 $ 13,607 $ 464,970

6. Apple Lease, Fiscal Year 2016

Agreement dated December 18, 2015, provides for annual paymentis of principal and interest at
a rate of 2.30% for the purchase of Apple Computer equipment at $13,985.

At June 30, 2016, the annual cash flow requirements of bond principal and interest were as

follows:
Year Ending
June 30, Principal Interest Total
2017 $ 4,800 3 - $ 4,800
2018 4,525 275 4,800
2019 4,660 139 4,799

13,985 414 14,399
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Note 6 - Retirement Fund Commifments

A. Teachers’ Retirement System of the State of lllinois

1.

a.

General Information about the Pension Plan

Plan Description

The District pariicipates in the Teachers' Retirement System of the State of Ilfinois (TRS). TRSis 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 Chicage. 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 {llincis Pension Code outlines the benefit provisions of
TRS, and amendments to the plan can be made only by legislative action with the Governor's
approval. The TRS Board of Trustees is responsible for the System’s administration.

TRS issues a publicly available financial report that can be obtained at
http://irs.itlinois.gov/pubs/cafr.htm; by writing to TRS at 2815 W. Washington, PO Box 19253,
Springfield, IL 62794; or by calling (888) 877-0890, 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 benefitis 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.

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

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

Contributions

The State of lllincis maintains the primary responsibility for funding TRS. The lllingis Pension Code,
as amended by Public Act 88-0593 and subsequent acts, provides that for years 2010 through 2045,
the minimum caontribution to the System for each fiscal year shall be an amount determined o be
sufficient to bring the fotal 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 empiovers are also required by the illinois
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Pension Code. The contifbution rates are specified in the pension code. The aclive member
contribution rate for the year ended June 30, 2018, was 9.4 percent of creditable earnings. The
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Note 6 — Continued

member contribution, which may be paid on behalf of employees by the District, is submitied to TRS
by the District.

On Behalf Contributions to TRS

The State of lllinois makes employer pension contributions on behalf of the District. For the year
ended June 30, 2016, State of lllinois contribufions recognized by the District were based on the
State’s proportionate share of the collective NPL associated with the District, and the District
recognized revenue and expenditures of $2,871,980 in pension contributions from the State of
llinois.

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, 2016, were
$32,599, and are deferred because they were paid after the June 30, 2015, measurement date
under GASB No. 68. However, they are included in expenditures under the modified cash basis of
accounting.

Federal and Special Trust Fund Contributions

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

For the year ended June 30, 2016, the employer pension contribution was 36.06 percent of salaries
paid from federal and special trust funds. For the year ended June 30, 2016, salaries totaling
$39,384 were paid from federal and special trust funds that required employer contributions of
$14,202. These contributions are deferred because they were paid after the June 30, 2015,
measurement date under GASB No. 68. However, they are included in expenditures under the
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Employer Retirement Cost Contributions

Under GASB Statement No. 68, contributions that an employer is required to pay because ofa TRS
member retiring are categorized as specific liability payments. The District is required to make a
one-time coniribution to TRS for members retiring under the Early Retirement Option (ERQ). The
payments vary depending on the member's age and salary. The maximum employer EROC
confribution under the current program is 146.5 percent and applies when the member is age 55 at
retirement. For the year ended June 30, 2018, the District paid $0 to TRS for employer ERO
contributions.

The District is also required to make a one-time contributicn to TRS for members granted salary
increases over 6 percent if those salaries are used to calculate a retiree’s final average salary. A
one-time contribution is also required for members granted sick leave days in excess of the normal
annual allotment if those days are used as TRS service credit. For the year ended June 30, 2016,
the District paid $0 to TRS for employer contributions due on salary increases in excess of 8 percent

and $0 for sick leave days granted in excess of the normal annual allotment.
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2. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions

At June 30, 2016, the District has 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 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 follow:

District's proportionate share of the net pension liability 5 830,037
State's proportionate share of the net pension fiability

associated with the District 35,054,746
Total $ 35,884,783

The net pension liability was measured as of June 30, 2015, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2014, and
rolled forward to June 30, 2015. The District's proportion of the net pension liability was based on the
District's share of contributions to TRS for the measurement year ended June 30, 2015, relative to the
projected contributions of all participating TRS employers and the state during that period. At June 30,
2015, the District’s proportion was 0.001267 percent, which is an increase (decrease} of (0.000066)
from its proportion measured as of June 30, 2014.

For the year ended June 30, 2016, the District recognized pension expenses of $2,871,980 and
revenues of $2,871,980 for support provided by the state. At June 30, 2016, the District had deferred
outflows of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Qutflows of Inflows of
Resources  Resources

Differences between expected and actual experience $ 308 $ 910
Net Difference between projected and actual earnings on

pension plan investments 16,438 29,0865
Changes in assumptions 11,479 -
Changes in proportion and differences between employer

contributions and proportionate share of contributions 94,925 33,770
Employer contributions subsequent o the measurement date 46,799 --
Total $ 169,949 $ 63745

$48,799 included as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date wiil be recognized as a reduction of the net pension
liability in the reporting year ended June 30, 2017. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense
as follows:

Net Deferred Qutflows

Year ended Juiie 30: {Inflows) of Resources
2017 $ 18,041
2018 $ 19,041
2019 ¢ 18,041
2020 $ 2,282
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Actuarial Assumptions

The total pension liability in the June 30, 2015 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

Inflation 3.00 percent

Salary Increases varies by amount of service credit

Investment Rate of Return 7.50 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-2014.

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

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate 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. large cap 18% 7.53%
Giobai equity exciuding U.S. 18 7.68
Aggregate Bonds 16 1.57
U.S. TIPS 2 2.82
NCREIF 11 51
Opportunistic real estate 4 8.09
ARS 8 2.57
Risk parity 8 4.87
Diversified inflation strategy 1 3.26
Private equity 14 12.33
Total 100%

Discouni Rate

At June 20, 2015, the discount rate used to measure the total pension liability was a blended rate of
7.47 percent, which was a change from the June 30, 2014, rate of 7.50 perceni. The piojection of
cash flows used to determine the discount rate assumed that employee contributions, employer
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B.

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

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

Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate

The following presents the District's proportionate share of the net pension liability calculated using the
discount rate of 7.47 percent, as well as what the District's proportionate share of the net pension
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (6.47
percent) or 1-percentage-point higher (8.47 percent) than the current rate.

1% Decrease Current Discount Rate 1% Increase

(6.47%) (7. 47%) {8.47%)
District's Proportionate
Share of the net pension
Liability $1,025,722 $ 830,037 $ 669,570

TRS fiduciary Net Position

Detailed information about the TRS's fiduciary net position as of June 30, 2015, is available in the

by i el TG . o A ; ;.
separately issued TRS Comprehensive Annual Financial Report.

Illincis 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 fo plan members and beneficiaries. The
District’s plan is managed by the lllinois Municipal Retirement Fund (IMRF), the administrator of a
multi-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 Assembily 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.
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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 plan 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 | benefits. Tier | employees are vested for pension benefits when they have at least eight
years of qualifying service credit. Tier | 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
maximurm 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

lessor of:
® 3% of the original pension amount, or
. % of the increase in the Consumer Price Index of the original pension amount.

Emplovees covered by Benefit Terms

As of December 31, 2015, the following employees were covered by the benefit terms:

IMRF
Retirees and Beneficiaries currenily receiving benefits 29
Inactive Plan Members entitled to but not yet receiving benefits 50 |
Active Plan Members 42
Total 121

Contributions

As set by statute, the District's Regular Plan Members are required to contribute 4.5% of their
annual covered salary. The statute requires employers to contribute the amount necessary, in
addition fo member contributions, to finance the retirement coverage of its own employees. The
District's annual contribution rate for calendar year 2015 was 10.31%. For the fiscal year ended
June 30, 2016, the District contributed $107,618 to the plan. The District also contributes for
disability benefits, death benefits, and supplemental retirement benefits, all of which are pooled at
the IMRF level. Contribution rates for disability and death benefits are set by IMRF’s Board of
Trustees, while the supplemental retirement benefits rate is set by statute.
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Net Pension Liability

The District’s net pension liability was measured as of December 31, 2015. The total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of that

date.

Actuarial Assumptions

The following are the methods and assumptions used to determine total pension liability at
December 31, 2015:

The Actuarial Cost Method used was Entry Age Normal

The Asset Valuation Method used was Market Value of Assetfs.

The Inflation Rate was assumed to be 3.5%.

Salary Increases were expected to be 3.75% to 14.50%, including inflation.

The Investment Rate of Return was assumed to be 7.50%.

Projected Retirement Age was from the Experience-based Table of Rates, specific to the
type of eligibility condition, last updated for the 2014 valuation according to an experience
study from years 2011 to 2013.

The IMRF-specific rates for Mortality (for non-disabled retirees) were developed from the
RP-2014 Blue Collar Health Annuitant Mortality Table with adjustments to match current
IMRF experience.

For Disabled Retirees, an IMRF-specific mortality table was used with fully generational
projection scale MP-2014 (base year 2014). The IMRF-specific rates were developed from

the RP-2014 Disabled Retirees Mortality Table, applying the same adjustments that were
applied for non-disabled lives.

For Active Members, an IMRF-gpecific mortality table was used with fully generational

projection scale MP-2014 (base year 2014). The IMRF-specific rates were developed from
the RP-2014 Employee Mortality Table with adjustments to match current IMRF expetience.
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The long-term expected rate of return on pension plan investmenis was determined
using a building-block method in which best-estimate ranges of expecied 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 to the
target asset allocation percentage and adding expected inflation. The target allocation and
best estimates of geometric real rates of return for each major asset class are summarized
in the following table as of December 31, 2015:

Portfolio [.ong-Term

Target Expected Real
Asset Class Percentage | Rate of Return
Domestic Equity 38% 7.39%
International Equity 17% 7.59%
Fixed Income 27% 3.00%
Real Estate 8% 6.00%
Alternative Investments 9% 2.75-8.15%
Cash Equivalents 1% 2.25%
Total 100%

Single Disccunt Rate

A Single Discount Rate of 7.5% was used to measure the total pension liability. The projection of
cash flow used to determine this Single Discount Rate assumed that the plan members’
contributions will be made at the current contribution rate, and that employer contributions will be
made at rates equal to the difference between actuarially determined confribution rates and the
member rate. The Single Discount Rate reflects:

“
1

The long-term expected rate of return on pension plan investmenis {(during the period in
which the fiduciary net position is projected to be sufficient to pay benefits), and

The tax-exempt municipal bond rate based on an index of 20-year general obligation bonds
with an average AA credit rating (which is published by the Federal Reserve) as of the
measurement date (to the extent that the contributions for use with the long-term expected
rate of return are not met).

For the purpose of the most recent valuation, the expected rate of return on plan investments is
7.5%, the municipal bond rate is 3.57%, and the resulting single discount rate is 7.45%.
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Changes in the Net Pension Liability

Plan
Total Pension | Fiduciary Net | Net Pension
Liability Position Liability
(A) (B) (A} - (B)
Balances at December 31, 2014 $3,519,587 $3,370,535 $149,052
Changes for year:
Service Cost 110,384 - 110,384
Interest on the Total Pension
Liability 263,308 -~ 263,308
Changes of Benefit Terms - - -
Differences Between Expected
and Actual Experience of the Total
Pension Liability 83,545 - 83,645
Changes of Assumptions 19,844 - 19,844
Coniributions — Employer - 101,602 (101,602)
Contributions — Employees - 44,345 (44,345)
Net Investrment Income - 16,921 (16,921)
Benefit Payments, inciuding
Refunds of Employee
Contributions (118,639) (118,639} -
Other (Net Transfer) — {97,801) 97,801
Net Changes $ 358442 $ (53572) $412,014
Balances at December 31, 2015 $3,878,029 $3,316,963 $561.066

Sensitivity of the Net Pension Liabiiity to Changes in the Discount Rate

The following presents the plan’s net pension liability, calculated using a Single Discount Rate of
7.45%, as well as what the plan’s net pension liability would be if it were calculated using a Single

Discount Rate that is 1% lower or 1% higher:

Current
1% Lower Discount 1% Higher
{6.45%) (7.45%) {3.45%)
Net Pension Liability $1,101,971 $561,066 $115,277
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Pension Expense, Deferred Cuiflows of Resources, and Deferred Inflows of Resources

Related to Pensions

For the year ended June 30, 2016, the District recognized pension expense of $285,351 under
GASB No. 68. For the year ended June 30, 2016 under modified cash basis of accounting, the
District recognized pension expense of $107,618. At June 30, 2016, the District reported deferred
outflows of resources and deferred inflows of resources related to pensions from the following
sources:

Net
Deferred
Deferred Deferred Ouiflows or
Outflows of Inflows of | (Inflows) of
Resources Resources | Resources
Deferred Amounts Related to Pensions (A) (B) (A)-(B)
Deferred Amounts to be Recognized in
Pension Expense in Future Periods
Differences between expected and
actual experience $ 56,504 $ 29,336 $ 27,168
Changes of assumptions 683,168 - 63,168
Net difference between projected and
actual earnings on pension plan
investments 213,207 - 213,207
Total Deferred Amounts to be recognized
in pension expense in future periods $ 332,879 $ 29336 | $ 303543
Pension Contributions made '
subsequent to the Measurement Date $ 54,351 3 -1 3 54 351
Total Deferred Amounts Related to
Pensions $ 387,230 $ 29336: % 357894

Under GASB No. 68, amounts reported as deferred outflows of resources and deferred inflows of

ragnirces rel
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ated to pensions will be recognized in pension expense in future
Net Deferred
Qutfiows of
Year Ending December 31 Resources
20186 $162,701
2017 90,029
2018 58,518
2019 46,646
2020 -
Thereafter -
Total $357.894
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Note 6 — Continued

C. Aggregate Pension Reporting

The following aggregate pension information is provided:

Plan TRS IMRF Total
Measurement Date 6/30/2015 12/31/2016

Pension Liability** - $ 3,878,029

Pension Asset** - $ 3.316.963

Net Pension Liability 3 830,037 $ 561,066  $1,391,103
Deferred outflows of resources ’

related to pensions $ 169,949 $ 387,230 $ 557,179
Deferred inflows of resources

related to pensions $ 63,745 $ 29,336 3 93,081
Pension expensefexpenditures

for the period associated with

net pension liabilities $ 88,572 3 285,351 $ 373,923

~Only net pension liability provided by TRS
D. Social Security

Employees not qualifying for coverage under the Teachers’ Retirement System of the State of lllinois
or the lllinois Municipal Retirement Fund are considered "non-participating employees”. These
employees and those qualifying for coverage under the Illinois Municipal Retirement Fund are
covered under Social Security. The District paid $159,360, the total required employer contribution
for the current year.

Note7 — Post Employment Benefits Other Than Pensions

A. Empiloyer Coniribuiions to Teacher Heaith insurance Securii

The District participates in the Teacher Health Insurance Security (THIS) Fund, a cost-sharing, multiple-
employer defined benefit post-employment healthcare plan that was established by the lllinois legislature for
the benefit of retired Illinois public school teachers employed outside the City of Chicago. The THIS Fund
provides medical, prescription, and behavioral health benefits, but it does nof provide vision, dental, or life
insurance benefits to annuitants of the Teachers’ Retirement System (TRS). Annuitants not enrolied in
Medicare may participate in the state-administered participating provider option plan or choose from several
managed care options. Annuitants who are enrolled in Medicare Parts A and B may be eligible to enrollin a
Medicare Advantage plan.

The State Employees Group Insurance Act of 1971 (& ILCS 375) outlines the benefit provisions of the THIS

Fund and amendments to the plan can be made only by legislative action with the Governor's approval. The
ptan is administered by the illincis Department of Central Management Services (CMS) with the cooperation
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of TRS. Section 6.6 of the State Employees Group Insurance Act of 1971 requires all active contributors to
TRS who are not employees of the state to make a contribution to the THIS Fund.

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

+On Behalf Contributions to the THIS Fund
The State of lllinois makes employer retiree health insurance contributions on behalf of the District.
State confributions are intended to match contributions to the THIS Fund from active members
which were 1.07 percent of pay during the year ended June 30, 2016. State of illinois contributions
were $60,137 and the District recognized revenue and expenditures of this amount during the year.
sEmployer Contributions to the THIS Fund
The District also makes contributions to the THIS Fund. The District THIS Fund contribution was
0.80 percent during the year ended June 30, 2016. For the year ended June 30, 2018, the District
paid $44,962 to the THIS Fund, which was 100 percent of the required contribution.
Further Information on the THIS Fund
The publicly available financial report of the THIS Fund may be found on the website of the illinois Auditor
General: hitp:/fiwww.auditor.illinois.gov/Audit-Reports/ABC-List.asp. The current reports are listed under
“Central Management Services.” Prior reports are available under “Healthcare and Family Services.

B. Heaith Insurance Plan for Retired Employees

Plan Description

The Health Insurance Plan for Retired Employees (HIPRE) is a single-employer defined benefit healthcare
plan administered by the District. The District provides limited health care insurance coverage for its eligible
retired employees in accordance with the plan. The benefit, benefit levels, employee contributions and
employer contributions are governed by the District and can be amended by the District through its personnel

been established to account for the plan. The District does not issued a stand alone report for HIPRE.

Funding Policy

The District is not required to and currently does not advance fund the cost of benefits that will become due
and payable in the future. Active employees do not contribute to the plan until retirement.

Contributions Made

The District contributed $34,532 for fiscal year ending June 30, 2016. The amounts contributed for fiscal
years ending June 30, 2015 and 2014 were $10,402 and $10,398, respectively.
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Annual OPEB Cost and Net OPEB Obligation

The District's annual other post employment benefits (OPEB} cost (expense) is calculated based on the
annual required contribution of the employer {ARC), an amount actuarially determined in accordance with
the parameters of GASB 45. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and amortize any unfunded actuarial liabilities {or funding excess)
over a period not to exceed thirty years. The following table shows the components of the District's annual
OPEB cost for the year, the amount actually contributed to the plan, and changes in the District's net OPEB
obligation to HIFRE:

Annual required contribution $ 23,901
Interest on net OPEB obligation 1,066
Adjustment to annual required contribution {1,391)
Annual OPEB cost $ 23,576
Contributions made 34,532
Change in net OPEB obligation $ (10,9586)
Net OPEB obligation at beginning of year 23,679
Net OPEB obligation at end of year 3 12,723

The District's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation for the three most recent fiscal years are summarized as follows:

Fiscal Year = Annual OPEB Cost Percentage of Net OPEB
Ended Annual OPEB Obligation
Cost Contributed
6/30/2016 $ 25,047 92.8% $ 14,518
8£30/2015 23,575 148.5% 12,723
6/30/2014 24,106 118.9% 23,679

Funded Status and Funding Progress

As of June 30, 2018, the most recent actuarial valuation date, the plan was zero percent funded, The actuarlal
accrued liability for benefits was $281,227 and the actuarial value of assets was $0, resulting in an unfunded
actuarial accrued liability (UAAL) of $281,227. The covered payroll (annual payroll of active employees covered
by the plan) was $5,676,297 and the ratic of the UAAL 1o covered payroll was 4.95 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probabiiity of occurrence of evenis far into the future. Exampies include assumptions about fuiure
employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future. The schedule of funding
Drogress included'in the other information section, presents multiyear trend information about whether the
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Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are bases on the substantive plan (the plan as
understood by the employer and the plan members) and included in the types of benefits provided af the time of
each valuation and historical pattern of sharing benefits costs between the employer and plan members to that
point. The actuarial methods and assumptions included an annual healthcare cost trend rate of 6.0 percent
initially, reduced by decrements to an ultimate rate of 4.0 percent. The UAAL is being amortized as a level
percentage of projected pay on an open basis. The remaining amortization period at June 30, 2016 was 30
years.

Note 8 — Fund Balance Reporting

Govermment Accounting Standards Board Statement No. 54, “Fund Balance Reporting and Governmental
Fund Type Definitions,” requires fund balances to be classified into five major classifications: Nonspendable
Fund Balance; Restricted Fund Balance; Committed Fund Balance; Assigned Fund Balance; and Unassigned
Fund Balance.

A. Nonspendable Fund Balance

The nonspendable fund balance classification includes amounts that cannot be spent because they
are either {a) not in spendable form or (b) legally or contractually required fo be maintained intact.
The *not in spendable form” criterion includes items that are not expected to be converted to cash,
for example inventories and prepaid amounts. Due to the cash basis nature of the district, all such
items are expensed at the time of purchase, so there is nothing to report for this classification.

B. Restricted Fund Balance

The restricted fund balance classification refers to amounts that are subject to outside restrictions,
not controlled by the entity. Things such as restrictions imposed by creditors, grantors, contributors,
or laws and regulations of other governments, or imposed by law through constitutional provisions or
enabling legislation. Special Revenue funds are by definition restricted for those specified
purposes. The District has several revenue sources received within different funds that also fall info
these categories.

1. Special Education

Cash receipts and the related cash disbursements of this restricted tax levy are accounted forin
the Educational Fund. Cumulative expenditures disbursed exceeded cumulative revenue
received for this purpose, resulting in no restricted balance.

2. State Grants
Proceeds from state grants and the related expenditures have been included in the Educational

and Transporiation Funds. At June 30, 2016, expenditures disbursed exceeded revenue
received from state grants.
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3.

4.

5.
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Federal Grants

Proceeds from federal grants and the related expenditures have been included in the
Educational Fund. At June 30, 2016, expenditures disbursed exceeded revenue received from
federal grants, resulting in no restricted balances.

Social Security

Cash disbursed and the related cash receipts of this restricted tax levy are accounted for in the
Municipal Retirement/Social Security Fund. For the year ended June 30, 2016, cumulative
revenue received from Social Security tax levy exceeded cumulative expenditures disbursed for
this purpose by $56,485, resulting in a restricted fund balance of this amount. Prior to June 30,
2008, the District did not track tax amounts reserved for Municipal Retirement and Social
Security separately; however, the entire balance of the Municipal Retirement/Social Security
Fund is classified as restricted as the fund is a special revenue fund and is by definition
restricted.

impact Fees

Cash disbursed and the related cash receipts for this restricted revenue is accounted for in the
Operations and Maintenance Fund. For the year ended June 30, 2016, cumulative revenue
received exceeded cumulative expenditures disbursed by $996,846, resulting in a restricted
fund balance of $995,846.

C. Committed Fund Baiance

The committed fund balance classification refers to amounts that can only be used for specific
purposes pursuant to constraints imposed by formal action of the government's highest level of
decision making authority (the Board of Education). Those comrmitted amounts cannot be used for
any other purpose uniess the government removes or changes the specified use by taking the
same type of formal action it employed to previously commit those amounts.

The Board of Education commits fund balance by making motions or passing resolutions to adopt
policy or to approve contracts. Committed fund balance also incorporates contractual obligations

to

the extent that existing resources in the fund have been specifically committed for use in

satisfying those contractual requirements.

1.

Unpaid Employment Contracts

Employee contracts for services rendered during the school year for employees electing twelve
month pay schedules are recorded as disbursements in the fiscal year when such checks are
drawn. At June 30, 2016, the fotal amount of unpaid contracts for services performed during the
fiscal year ended June 30, 2016 was $505,101. This amount is shown as Unreserved in the
Educational Fund.
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D. Assigned Fund Balance

The assigned fund balance classification refers to amounts that are constrained by the
government’s intent to be used for a specific purpose, but are neither restricted nor committed.
Intent may be expressed by (a) the Board of Education itself or (b) the finance committee or by the
Superintendent when the Board of Education has delegated the authority to assign amounts to be
used for specific purposes.

At June 30, 2016, no amounts were classified as assigned.

E. Unassigned Fund Balance

The unassigned fund balance classification is the residual classification for amounts in the General
Operating Funds for amounts that have not been restricted, committed, or assigned to specific
purposes within the individual funds. Unassigned Fund Balance amounts are shown in the
financial statements as Unreserved Fund Balances in the Educational, Operations and
Maintenance, and Working Cash Funds.

F. Expenditures of Fund Balance

Unless specifically identified, expenditures act to reduce restricted balances first, then committed
balances, next assigned balances, and finally act to reduce unassigned balances. Expenditures
for a specifically identified purpose will act to reduce the specific classification of fund balance that
is identified.

Note 9 - Required Individual Fund Disclosures

A. Qverexpenditure of Budget

The district had one instance of overexpending the budgeted amounts in the individual funds:

Budgeted
Fund Expenditures Amounts Overexpenditures
Debt Services Fund $ 1,323.084 $ 1,006,087 $ 316,997

B. Deficit Fund Balances

The Debt Services Fund had a deficit fund balance of $87,600 at June 30, 2016.

C. Individual Fund Interfund Receivable and Payable Balances

There were no interfund receivables or payables at June 30, 20186,

D. Interfund Transfers

The composition of interfund transfers for the vear ended June 30, 2016 is as follows:

Transfers Transfers
In QOut
Educational Fund $ 1,719 $1,233,535
Debt Services Fund 1,233,535

Working Cash Fund — 1,719
$1,235.254 $1,235254
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The above transfers represent the transfer of working cash fund interest to the Educational Fund of
$1,719, to assist with the fund’s cash flow and a transfer of $1,233,535 of debt service payments on
Apple lease agreements and bond issuances from the Educationat Fund to the Debt Services Fund.

Note 10 - Risk Management

The District is exposed to vario'us risks of loss including, but not limited to, general liability, property
casualty, auto liability, workers compensation and public official liability. To limit exposure to these
risks, the District purchased commercial insurance.

There has not been a significant reduction in the District's insurance coverage during the year
ended June 30, 2016. Also, there have been no settiement amounts which have exceeded
insurance coverage in the past three years.

Note 11 - Tort Immunity

In accordance with PA §1-0628, the following is provided regarding the District's tort immunity receipts and

expenditures:

Tort

Tort Immunity Receipts:

Taxes Collected $ 187,926

Interest 85
Total Tort Immunity Receipts $ 187.981
Tort Immunity Expenditures:

Worker's Compensation $ 25,038

Insurance 57,818

Legal Services 37,474
Total Tort Immunity Expenditures $ 121,230
Receipts under Expenditures $ 66,751
Restricted af July 1, 2015 67,967
Restricted at June 30, 2016 $ 134718

Note 12 - Related Party Transactions

The District is a member of Lincoln-Way Area Special Education District 843 Joint Agreement. During the
year ended June 30, 2016 the district paid $1,979,405 to this Joint Agreement for special education
services and received $136,561 in reimbursements and pass through grant funds.

Note 13 - Economic Dependence

The District is economically

dependent on the State of llindis for funding. At June 30, 2018, the State of

o

lllinois was delinquent in its payments to lllinois school districts.
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MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114
NOTES TO THE FINANICAL STATEMENTS
YEAR ENDED JUNE 30, 2016

Note 14 — PA 98-0523 — District Required FY2018 GSA Expenditures for Special Education Service

Due to the State of lllinois not meeting the maintenance of fiscal effort in support of the Federal Individuals
with Disabilities Education Act Part B, each lllinois school district must expend from General State Aid
(GSA) a computed amount for the provision of special education services.

The District expended $2,998 of General State Aid (Revenue Code 3001) for special education
assessment payments in the Educational Fund under for the year ending June 30, 2016.

Note 15 - Prior Period Adjustments

During 2016, management discovered a financial statement error that caused an overstatement of June
30, 2015 previously reported cash and cash equivalents and fund batance of $1,853 in the Debt Services
Fund.

During 2016, management discovered a financial statement error that caused an understatement of June
30, 2015 previously reported capital assets and net position of $12,548 on the statement of net position -
modified cash basis.

Note 16 - Commitments and Contingencies

Grants
The District has received funding from state and federal grants in the current and prior years which are

subject to audits by the granting agencies. The School Board believes any adjustments that may arise
from these audits will be immaterial to District operations.

Compensated Absences

Administrators and support staff of the District are entitled to paid vacation time depending on job
classification, length of service and other factors. If these employees terminated their employment at
June 30, 2016, the District would be required to compensate them for their unused vacation time. The
computed amounts of compensation for unpaid vacation at June 30, 2016 were $10,204,

Linpaid Emplovment Contracts

At June 30, 2016 the District was obligated for an estimated $505,101 in unpaid employment contracts.

Copier Lease Agreement

On June 23, 2014, the Board of Education approved to enter into an operating lease with Choice Office
Equipment for 3 copiers. The lease agreement requires thirty-six monthly payments of $667.

Future minimum annual rental commitments under the lease are summarized below:

Year Ending
June 30, Amouint
2017 $ 8,004

Rent expense under this iease amounted to $8,004 for the year ending June 30, 2016.
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MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114
NOTES TO THE FINANICAL STATEMENTS
YEAR ENDED JUNE 30, 2016

Note 16 — Subsequent Events

Management evaluated subsequent events through November 9, 2016 and noted the following items
meeting the criteria for disclosure:

A. Textbook Purchase

On July 7, 2018, the District paid Houghton Mifflin Harcourt $113,473 from the Education Fund for the
purchase of new textbooks.

B. Computers Capital Lease Purchase Agreement
On August 30, 20186, the District entered into a four year capital lease purchase agreement with Apple

Inc. for technology equipment requiring annual payments of principal and interest payments of
$102,808.
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MANHATTAN SCHOOL DISTRICT
BUDGETARY COMPARISON SCHEDULE - MODIFIED CASH BASIS

GENERAL FUND

FISCAL YEAR ENDED JUNE 30, 2016

Revenues Received:
Local Sources:
Propertty Taxes
Replacement Taxes
Tuition
Investment Income
Food Services
District/School Activily Income
Textbook Rentals
Rentals
Contributions and Donations from Private Sources
Impact Fees from Municipal or County Governments
Refund of Prior Years' Expenditures
Other Local Sources

Total Local Sources

State Sources
Federal Sources

Total Revenues Received

Expenditures Disbursed:
Instruction - Regular Programs
Instruction - Special Education
Instruction - Other

Support Services - Student Based
Support Services - Non-Student Based
Community Services
Nonprogramming Charges
Capital Outlay
Debt Service:

Interest

Total Expenditures Disbursed

Met Change in Fund Bal

har ance before Other Financing Sources (U

P Y WA e

Other Financing Sources (Uses):
Principal on Bonds Sold
Transfers In
Transfer Out
Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balance, Beginning

Fund Batlance, Ending

seg)

Variance with
Final Budget
Original {Final) Cver
Budget Actual {Under)
3 8949398 & 8971291 % 21,893
135,922 134,832 {1,090}
- 832 832
5,200 5,400 200
102,000 117,435 15,435
18,000 22,523 4,523
150,000 169,911 19,911
5,800 30,712 24,812
- 7,790 7,790
35,000 34,383 %17)
- 148,548 148,548
70,000 90,976 20,976
$ 9,471,420 8 9734833 § 263,213
2,807,833 2,885,340 77,707
420,465 495,912 75,447
$ 12699518 § 13,115885 § 153,154
$ 4818800 § 4,308,782 % (510,011)
1,523,500 1,523,623 123
254,830 141,599 (113,231)
792,400 754,821 (37,579)
2,791,510 2,565,430 {228,080)
18,000 18,029 29
1,623,500 1,692,051 68,551
29,000 117,039 88,039
7,100 6,431 (669)
$ 11,858,640 11,127,812 {730,828)
$ 240 278 $ 1928073 & 833 982
$ - % 13985 § 13,985
1,000 1,719 719
(1,005,187} {1,235,254) (230,067)
$ (1,004,187) % {1,219,550) § (215,363)
$ (163,309 § 768,523 § 668,619
5,255,566

$ 6,024,089

Reference should be made to auditor’s report regarding this information.
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MANHATTAN SCHOOL DISTRICT 114

OTHER INFORMATION

SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF THE NET PENSION

LIABILITY

TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF ILLINOIS

FOR THE YEAR ENDED JUNE 30, 2016*

2015 2014

District's Proportion of the Net Pension Liability 0.001267% 0.00133%
District's Proportionate Share of the Net Pension Liability $830,037 $811,453
State’s Proportionate Share of the Net Pension Liability

Associated with the Employer 35,054,746 32,264,251
Total $35,884,783 $33,075,704
District's Covered-Employee Payroll 55,414,278 $5,230,017
District's Proportionate Share of the Net Pension Liability '

as a Percentage of its Covered-Employee Payroll 15.33% 15.52%
Plan Fiduciary Net Position as a Percentage of the Total

Pension Liability 41.50% 43.00%

*The amounts presented were determined as of the prior fiscal-year end.

Notes to Other Information

Changes of Assumptions

Amounts reperted in 2015 reflect an investment rate of return of 7.5 percent, an inflation rate of 3.0

percent and real return of 4.5 percent, and a salary increase that vary by service credit.

in 2014,

assumptions used were an investment rate of return of 7.5 percent, an inflalion rate of 3.0 percent and

£

reai return of 4.5 percent, and saiary increases of 5.75 percent.

Reference should be made to auditor's report regarding this information.
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MANHATTAN SCHGOL DISTRICT 114
OTHER INFORMATION

SCHEDULE OF EMPLOYER CONTRIBUTIONS
TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF ILLINOIS
FOR THE YEAR ENDED JUNE 30, 2016

2015 2014

Contractually-Required Contributions $ 44398 $ 47,571
Contributions in Relation to the Contractually-Required

Contribution 44 398 47 571
Contribution Deficiency {(Excess) $ - 3 -
District's Covered-Employee Payroll $ 5,414,278 $ 5,230,017
Contributions as a Percentage of Covered-Employee

Payroll 0.82% 0.91%

Reference should be made to auditor's report regarding this information.
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MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114
OTHER INFORMATION
IMRF SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS

FOR CALENDAR YEARS
Calendar Year Ended December 31, 2015 2014
Total Pension Liability
Service Cost $ 110,384 $ 122,596
Interest on the Total Pension Liability 263,308 240,527

Changes of Benefit Terms — -
Differences Between Expected and Actual

Experience of the Total Pension Liability 83,545 (84,994)

Changes of Assumptions 19,844 144 137

Benefit Payments, including Refunds of

Employee Contributions (118,639) {96,813)
Net Change in Total Pension Liability $ 358,442 $ 325,453
Total Pension Liability - Beginning 3,519 587 3,194 134
Total Pension Liability - Ending (A) 3 3,878,029 $ 3,519,587

Plan Fiduciary Net Position

Contributions - Employer 3 101,602 3 108,226

Contributions - Employees ' 44,345 45,388

Net Investment Income 16,921 191,496

Benefit Payments, including Refunds of

Employee Contributions (118,639) (96,813)

Other (Net Transfer) (97,801) 11,365
Net Change in Plan Fiduciary Net Position $ (53,572) 3 259,662
Plan Fiduciary Net Position - Beginning 3,370,535 3,110,873
Plan Fiduciary Net Position - Ending (B) $ 3,316,963 $ 3,370,535
Net Pension Liability (Asset) - Ending (A) - (B) 3 561,066 $ 149,052

Plan Fiduciary Net Position as a Percentage of

the Total Pension Liability 85.53% 95.77%
Covered Vaiuation Payroii % 985,467 5 850,268
Net Pension Liability as a Percentage of Covered

Valuation Payroll 56.93% 15.69%

Notes to Schedule:

This schedule is presented to illustrate the requirement to show information for 10 years. However, until
a full 10-year trend is compiled, information is presented for those years for which information is
available.

Reference shouid be made to auditor's report regarding this information.
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MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114

IMRF MULTIYEAR SCHEDULE OF EMPLOYER CONTRIBUTIONS

OTHER INFORMATION
IMRF SCHEDULE OF EMPLOYER CONTRIBUTIONS

Actual
Contribution
asa
Calendar Percentage of

Year Ended Actuarially Contribution Covered Covered

December Determined Actual Deficiency Valuation Valuation
3, Contribution Contribution {Excess) Payroll Payroil
2014 $ 101,964 $ 108,226 $ (6,262) $ 950,269 11.38%
2015 101,602 101,602 0 985,467 10.31%

Notes to Schedule:

Summary of Actuarial Methods and Assumptions Used in the Calculation of the 2015 Contribution
Rate*

Valuation Date:

Notes Actuarially determined contribution rates are calculated as of

December 31 each year, which are 12 months prior to the
beginning of the fiscal year in which contributions are reported.

Methods and Assumptions Used to Determine 2015 Contributions Rates:

Actuarial Cost Method:
Amortization Method:

Aggregate entry age = normal

Level percentage of payroll, closed

Remaining Amortization Period: 28-year closed pericd

Asset Valuation Method: S-year smoothed market; 20% corridor

Wage Growth: 4%

Price Inflation: 3%, approximate; No explicit price inflation assumption is used in
this valuation

4.40% to 16%. Including inflation

7.50%

Experience-based table of rates that are specific to the type of
eligibility condition; last updated for the 2011 valuation pursuant to
an experience study of the period 2008 to 2010.

RP-2000 Combined Healthy Mortality Table, adjusted for mortality
improvements fo 2020 using projection scale AA. For men, 120
percent of the table rates were used. For women, 92 percent of
the table rates were used. For disabled lives, the mortality rates
are the rates applicable to non-disabled lives set forward 10 ysars.

Safary Increases:
Investment Rate of Return:
Retirement Age:

Mortality:

Other Information:
Notes: There were no benefit changes during the vear.

*Based on Valuation Assumptions used in the December 31, 2013, actuarial valuation; note two year lag
between valuation and rate setting.

This schedule is presented to illustrate the requirement fo show information for 10 years. However, until a full
10-year trend is compiled, information is presented for those years for which information is available.

Reference should be made to the auditor's report regarding this information.
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ASSETS

Cash
Investments

Total Assets

LIABILITIES

Amounts Due to
Organizations:
AMCD Bk Tech
AMCD Library
AMCD St. C.
ART
MJHS Bk. Tech
MJHS Award A
MJHS Library
MJHS Schoot
MJHS St. C.
W CRK Bk Tech
W CRK Library
POP
GEN
ONE
6th Grade
7th Grade
8th Grade
8th Grade PrYr
Drama
Athletics

Total Liabilities

MANHATTAN COMMUNITY UNIT SCHOOL DISTRICT 114
FIDUGIARY FUND TYPES
AGENCY FUNDS
STUDENT ACTIVITY FUNDS
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
YEAR ENDED JUNE 30, 2016

Balance Balance
July 1, 2015 Additions Subtractions June 30, 2016
$ 78,579 $ 176,725 $ 177,830 77,474
$ 78,579 $ 176,725 $ 177,830 77,474
$ 18,181 $ 22,221 $ 20,698 19,704
7,190 12,130 10,560 8,760
2,335 805 1,102 2,038
15,5634 5,944 4,354 17,124
4,349 43,309 40,104 7,554
1,344 - - 1,344
70 4,454 4,334 190
3,580 1,208 2,112 2,676
761 715 1,083 393
4,998 20,983 19,664 6,317
4,139 11,201 13,550 1,790
1,648 2,440 2,639 1,449
13,042 34,611 45,158 2,495
224 3,974 2,280 1,818
- 3,386 1,148 2,238
399 - - 399
5 459 443 21
780 8,885 8,601 1,064
$ 78,579 $ 176,725 $ 177,830 77,474

Reference should be made io the auditor's report regarding this information.

54



GG

‘uoiewULolll siy) BuipieBal Jodal §10)ipne o) SpELW 84 PINoYS 92UaIsjey

zee'ee 86%°0L $ gsv'ol $ 9zeLL $ uonisod 1eN pue sejjjiqer |ejoL
Z0S°6l 86101 $ 86t'0b $ {yet'L) $ uoi3isod jeN |ejo

966'02 86%'01 86¥%'01 - SjUSPN)S JOJ MOJOST Ul PjoH UOHISOd 18N

(b6t'L) - $ - $  (peP'L) $ Sjjausg JO} SN Ui PloH UORISOd 18N
:uoliisod J9N

0z8'ZL - g - $ 0z8ZL $ oSt ol eng
isajjiceln]

z28'2¢ 867°01 ¢ g88¥oL $  9zeLy $ sjusjeainb3 ysey pue yseo
181988y

s|ejol jualealby juowaalby JUNO22Y
Jusws|Pes juslISINeS Buipuads ajqixald
Aajpoy aunsLy Rajpay Aoy

9102 '0¢ INNr
SANNd AdvIONAald 7171V

SISY8 HSVO Q313IAON - SALLITIEVIT ANV S13SSV 4O LNIWILYLS ONINIGWOD
L1 LORMLSIA TOOHOS NV.LLYHNYIN



94

‘uopewoUl iy Buipsefsl podal sJonpne o) 8pewW 8g pINoYs SousIsiey

Z05'61 gev‘0l $ 860l (r6¥'L) 3 Buipuz ‘uoiysod 19N pajoLIsay
002'62 058'Z) 0582l - BuiuuiBeg ‘uonisod 9N peionIsay
(861°9) (zse'2) $ (zge'2) {rev'L) $ uopisod JeN palaulsay ul (aswaloce(q) asealdul 1N
' 882'SL Z5€°T $ ZseT 8501 $ suononpa( [ejos.

vol'v 7682 7582 - SJUSpNIS 0} pled

78601 - $ - #8501 $ seafojdwa 0} pled
isuononpec

0606 - g - 060°6 $ suonnhqLuocy sskodws
isuonppy

siejol juswaalby Juawaalby JUNO3IY
Juawdpleg JuswapIos Buipuads a1qixald
Asjpoln aupsiy Ro|pay Ausy

910¢ '0¢ INAC

SANNd AdvIonald 1v
NOILISOd 13N NI 39NVHO 40 LNJWILVLS ONINIBNGCD
FLL 1141813 TOOHOS NYLLYHNYIN



Schedule of Findings
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Manhattan SD 114
56-099-1140-02
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ending June 30, 2016

SECTION Il - FINANCIAL STATEMENT FINDINGS

1. FINDING NUMBER:" 2016- 001 2. THIS FINDING IS: New é l Repeat from Prior Year?

Year originally reported?

3. Criteria or specific requirement
All board members, administrators, certified business officials, and other qualifying personnel are required to file
economic interest statements with the County Clerk per 5 1L.CS 420/4A-101 et seq.

4. Condition
Statements of economic interest were not all timely filed.

5. Context12
The condition applies to the fiscal year 2016 economic interest statement filings.

6. Effect
The District did not comply with 5 ILCS 420/4A-101 et seq.

7. Cause
Four Board members did not file economic interest statements with the County Clerk.

8. Recommendation
We recommend the District monitor the filing of economic interest statements by all required parties with the County.

9. Management's response’
To ensure compliance, management will collect all economic interest statements from required parties and submit them
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" A suggested format for assigning reference numbers is to use the digits of the fiscal year being audited followed by a numeric
sequence of findings. For example, findings identified and reported in the audit of fiscal year 2016 would be assigned a reference
number of 2016-001, 2016-002, etc. The sheet is formatted so that only the number need be entered (1, 2, elc.).

“ Provide sufficient information for judging the prevalence and consequences of the finding, such as relation to universe of costs and/or
number of items examined and quantification of audit findings in dollars.

¥ Ses §200.521 Management decision for additional guidance on reporting management's response.
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Manhattan SD 114
56-099-1140-02
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ending June 30, 2016

SECTION 11 - FINANCIAL STATEMENT FINDINGS

T i
1. FINDING NUMBER:" 2016- 002 2. THIS FINDING IS: i X| New ! [ Repeat from Prior Year?

Year originally reported?

3. Criteria or specific requirement

Section 8-2 of the School Code (105 ILCS 5/8-2) requires each treasurer of a school district to be properly bonded. The
penalty of the bond is required to be 25% of the amount of all bonds, notes, mortgages, moneys and effects of which the
treasurer is to have custody.

4. Condition
The amount of the treasurer's bond was not adequate.

5. Context12
The treasurer's bond was not adequate for three months of the year.

6. Effect
The District was not in compliance with Section 8-2 of the School Code.

7. Cause
The treasurer's bond was not increased to cover the highest level of district assets.

8. Recommendation
Upon annual reviews, the treasurer's bond should he evaluated for adequacy and compliance with statutory
requirements.

9. Management's response13
The Superintendent has requested additional bond to cover the District's increased cash and investments.

"' A suggested format for assigning reference numbers is to use the digits of the fiscal year being audited followed by a numeric
sequence of findings. For example, findings identified and reperted in the audit of fiscal year 2016 would be assigned a reference
number of 2016-001, 2016-002, etc. The sheet is formatted so that only the number need be entered (1, 2, etc.).

' Provide sufficient information for judging the prevalence and consequences of the finding, such as relation to universe of costs and/or
number of items examined and quantification of audit findings in dollars.

® See §200.521 Management decision for additional guidance on reperting management's response.
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Manhattan SD 114
56-099-1140-02
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ending June 30, 2016

SECTION I - FINANCIAL STATEMENT FINDINGS

New é; ] Repeat from Prior Year?

Year originally reported?

1. FINDING NUMBER: " 2016- 003 2. THIS FINDING IS:

3. Criteria or specific requirement
All interfund loans are required to be made, disclosed and repaid in accordance with the provision of Sectfions 10-22.33,
20-4, and 20-5 of the School Code,

4. Condifion

The Educational, Operations and Maintenance, Debt Services, Transportation, Municipal Retirement/Social Security, and
Tort Funds had overdrawn their share of cash from a commingled checking account, resulting in unauthorized interfund
loans.

5. Context12
The unathorized loans occurred throughout fiscal year 2016 and remained in one district cash and investment account at
June 30, 2016,

6. Effect
An overdraft of cash from a commingled account constitutes an unauthorized interfund loan.

7. Cause
Individual fund cash balances were not monitored to ensure that unauthorized loans did not occur,

8. Recommendation
The District should monitor individual funds' cash balances to ensure that unauthorized interfund loans do not occur.

9. Management's response’
Management will implement the auditor's recommendation in fiscal year 2017.

'" A suggested format for assigning reference numbers is to use the digits of the fiscal year being audited followed by a numeric
sequence of findings. For example, findings identified and reported in the audit of fiscal year 2016 would be assigned a reference
number of 2016-001, 2016-002, etc. The sheet is formatted so that only the number need be entered (1, 2; efc.).

** Provide sufficient information for judging the prevalence and consequences of the finding, such as relation to universe of costs and/or
number of items examined and quantification of audit findings in dollars.

3 See §200.521 Management decision for additional guidance on reporting management's response.
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Manhattan SD 114
56-099-1140-02
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
: Year Ending June 30, 2016

SECTION Il - FINANCIAL STATEMENT FINDINGS

1. FINDING NUMBER:" 2016- 004 2. THIS FINDING IS: New ; ! Repeat from Prior Year?
Year originally reported?

3. Criteria or specific requirement
State statutes require the District to operate within the legal confines of its budget.

4. Condition
Expenditures materially exceeded budgeted amounts in the Debt Services Fund.

5. Context12
The Debt Services Fund had total disbursements exceeding the budgeted amounts by $316,997.

6. Effect
Expenditures in excess of budgeted amounts constitute unauthorized spending.

7. Cause

The overexpenditure in the Debt Services Fund was the the result of posting audit adjustments to record the principal
payments on the capital lease purchase agreements and to record the July 1, 2016, interest payment on the General
Obligation Refunding School Bonds, Series 2015 that was paid and cleared the bank account as of June 30, 2016.

8. Recommendation

Transactions should be initially recorded in accordance with the 23 lllincis Administrative Code, Part 100 and in the
correct fiscal year. The District should monitor individual expenditure levels by comparing them to budgeted amounts.
Budgets should be amended by adequate amounts prior to June 30th.

9. Management's response”
Management will implement the auditor's recommendation in fiscal year 2017.

""A suggested format for assigning reference numbers is to use the digits of the fiscal year being audited followed by a numeric
sequence of findings. For example, findings identified and reported in the audit of fiscal year 2016 would be assigned a reference
number of 2016-001, 2016-002, etc. The sheet is formatted so that only the number need be entered (1, 2, etc.).

“ Provide sufficient information for judging the prevalence and consequences of the finding, such as relation to universe of costs and/or
number of items examined and guantification of audit findings in dollars.

" see §200.521 Management decision for additional guidance on reporting management's response.
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Manhattan SD 114
56-099-1140-02
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ending June 30, 2016

SECTION I - FINANCIAL STATEMENT FINDINGS

H—“‘E .
1. FINDING NUMBER:"! 2016- 005 2. THIS FINDING IS: i New | X | Repeat from Prior Year?
Year originally reported? 2011

3. Criteria or specific requirement
Management relies on the audit firm to prepare full disclosure financial statements in accordance with Government
Accounting Standards Board Statement No. 34 (GASB 34).

4. Condition
The District prepares interim financial reports for management use; however, the District currently lacks sufficient
expertise to prepare year-end full disclosure financial statements without significant assistance from the auditor.

5. Context12

In accordance with prescribed definitions in the Statement of Auditing Standards No. 112, it is a strong indication of a
deficiency in internal control over financial reporting if an entity lacks significant controls over the period end reporting
process.

6. Effect

Lack of suificient expertise for full disclosures GASB 34 year-end financial statement presentation could result in controls
not being effective in preventing or detecting material misstatements particularly in the disclosures to the financial
statements.

7. Cause

The District has not retained an individual to specifically monitor standards promulgated by the American Institute or
Certified Public Accountants as they relate to full disclosure GASB 34 statement presentation. Preparation of full
disclosure financial statements is not an assigned function for District accounting staff.

8. Recommendation
We recommend the District evaluate the benefits of full disclosure GASB 34 financial statements and consider only
regulatory basis presentation.

3. Manageimenis res'pﬁi’ls‘ém

District management is currently confident of the abilities of the accounting staff to prepare interim financial reports. Itis
unclear what level of training may be needed to reach an appropriate level of expertise to prepare full disclosure GASB
34 financial statements. Management will evaluate the cost/benefits of the GASB 34 presentation and additional training.

" A suggested format for assigning reference numbers is 1o use the digits of the fiscal year being audited followed by a numeric
sequence of findings. For example, findings identified and reported in the audit of fiscal year 2016 would be assigned a reference
number of 2016-001, 2016-002, etc. The sheet is formatted so that only the number need be entered (1, 2, etc.).

"* Provide sufficient information for judging the prevalence and consequences of the finding, such as relation to universe of costs and/or
number of items examined and quantification of audit findings in dollars.

" gSee §200.521 Management decision for additional guidance on reporting management's response.
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