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JOHN E. MEISTER

Certified Public Accountant
809 W. Detweiller Drive, Suite 804 {309) 683-0441 Phone

Peoria, lllinois 61615 (309) 683-0443 Fax
Independent Auditor’'s Report

Board of Education

Galesburg Community Unit
School District No. 205

Galesburg, lliinois

| have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Galesburg Community Unit School District No. 205 (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, and have issued my report thereon dated
November 2, 2016 which contained unmodified opinions on those financial statements. My audit was
performed for the purpose of forming opinions on the basic financial statements as a whole.

The accompanying Annual Financial Report, as of and for the year ended June 30, 2016, has been
prepared in the form prescribed by the lllinois State Board of Education and is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relate directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In my opinion, the information is fairly stated in all material respects in relation to the financial
statements taken as a whole.

The supplementary information provided on pages 2 through 4, 28 through 32 and 34 of this regulatory-
based Annual Financial Report, the Teachers’ Retirement System of the State of lllinois Schedule of the
Employer's Proportionate Share of the Net Pension Liability and Schedule of Employer Contributions,
the Illinois Municipal Retirement Fund Schedule of Changes in the Net Pension Liability and Related
Ratios and Schedule of Employer Contributions, and the schedule of funding progress related to other
post-employment benefit information have not been subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, | do not express an opinion or provide any assurance
on them.

This report is intended solely for the information and use of the Board of Education of Galesburg
Community Unit School District No. 205, management of the District, and the lllinois State Board of
Education and is not intended to be and should not be used by anyone other than these specified
parties.

eoria, lllinois
November 2, 2016

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



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

June 30, 2016

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

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

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

(a) Annual Financial Report

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

The financial statements in this prescribed format are not intended to, and do not present fairly, in
conformity with accounting principles generally accepted in the United States of America, the financial
position of the governmental activities, each major fund, and the remaining fund information of
Galesburg Community Unit School District No. 205 as of June 30, 2016 or the respective changes in
financial position thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

(b) Reporting Entity

For financial reporting purposes, in accordance with the Codification of Governmental Accounting and
Financial Reporting Standards, Section 2100, Galesburg Community Unit School District No. 205 is a
primary government in that it is a school district with a separately elected governing body - one that is
elected by the citizens in a general, popular election and is fiscally independent of other units of
government.

The District has developed criteria to determine whether other entities are component units of the
District. Component units are legally separate organizations for which the elected officials of the District
are financially accountable. The District would be considered financially accountable if it appoints a
voting majority of the organization’s governing body and (1) it is able to impose its will (significantly
influence the programs, projects, activities, or level of services performed or provided by the
organization) on the organization or (2) there is a potential for the organization to provide specific
financial benefits to, or impose specific financial burdens on the District (i.e., entitled to or can access
the organization's resources, is legally obligated or has otherwise assumed the obligation to finance
deficits of, or provide financial support to the organization, or is obligated in some manner for the debt of
the organization). If an organization is fiscally dependent on the District, the District is considered
financially accountable regardless of whether the organization has (1) a separately elected governing
board, (2) a governing board appointed by a higher level of government, or (3) a jointly appointed board.

2



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

June 30, 2016

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

(b} Reporting Entity (Continued)

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

The District serves as the administrative agent for the Knox-Warren Special Education District and the
Galesburg Area Vocational Center. These organizations are jointly governed by representatives of the
participating school districts. Galesburg Community Unit School District No. 205 is not considered to be
financially accountable for these organizations, nor are these organizations fiscally dependent on the
District. These entities are not considered to be component units of the District.

(c} Basis of Presentation - Fund Accounting

The accounts of the Galesburg Community Unit School District No. 205 are organized on the basis of
funds and account groups, each of which is considered a separate accounting entity. The operations of
each fund are accounted for with a separate set of self-balancing accounts that comprise its assets,
liabilities, fund equity, revenues and expenditures or expenses, as appropriate. District resources are
allocated to and accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled.

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

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

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

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

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

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



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

June 30, 2016

Note 1 — Description of Organization and Summary of Significant Accounting

(c)

Policies (Continued)

Basis of Presentation - Fund Accounting (Continued)

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

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

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

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

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

Medical Expense Benefit Trust - This Agency Fund is a self-insurance medical benefit plan
providing medical, dental, and vision coverage to the District's employees. The Trust’s fiscal
year runs from August 1, 2015 to July 31, 2016. Accordingly, the July 31, 2016 financial
information has been included in the annual financial report.

Account Groups:

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

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




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

June 30, 2016

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

(d) Measurement Focus and Basis of Accounting

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

The financial statements have been prepared in accordance with the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recorded when susceptible to
accrual, i.e., both measurable and available. Available means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period. The District considers all
revenues available if they are collected within approximately 80 days after year end, excluding property
taxes which must be collected within 60 days to be considered available. Expenditures, other than
principal and interest on long-term debt, are recorded when the liability is incurred.

(e) Taxes Receivable and Revenue

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

Approximately 58 percent of the estimated collectible 2015 tax levy was intended to finance the fiscal
year ended June 30, 2016 and is available as a resource to finance the current operations of the District
and therefore susceptible to accrual as revenue. The amounts of the estimated collectible 2015 tax levy
which are deemed unavailable at June 30, 2016 have been deferred (reported as deferred revenue in
the statement of position) and are not reflected as revenue. Losses on the total tax levy are estimated
at .5 percent.

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

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



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

June 30, 2016

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

(g) Investments

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

(h) Budgets and Budgetary Accounting

The budgets for all funds are prepared on the modified-accrual basis of accounting which is the same
basis that is used in fund financial reporting. This allows for comparability between budget and actual
amounts. The original budget was passed on September 14, 2015. The amended budget was passed
on June 13, 2016. The budget presented is the amended budget. The legal level of control is
considered to be at the fund level.

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

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

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

A public hearing is conducted to obtain taxpayer comments.

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

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

ke w N

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

6. The Board of Education may amend the budget (in other ways) by the same procedures required
of its original adoption.

(i} Inventories

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



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

June 30, 2016

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

(i) General Fixed Assets

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

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized. Major outlays for capital assets and improvements are capitalized
as projects are constructed. Engineering and architect fees incurred during the construction phase of
capital assets are included as part of the capitalized value of the assets constructed.

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

Assets Years
Buildings 50
Building improvements 20
Land improvements 15
Furniture 30
Vehicles 10
Equipment 51010
Computer equipment 3

(k) Vacation and Sick Leave

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

Length of Service Paid Days

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

2 years 10 days

3 through 7 years 15 days

8 years or more 20 days



GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 1 - Description of Organization and Summary of Significant Accounting

Policies (Continued)

{k) Vacation and Sick Leave (Continued)

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

sEarned vacation days shall be used within one calendar year after June 30 on the year they have
been earned. Vacation days may accumulate up to 40 to be used toward early retirement or as
additional sick leave in case of long term accident or illness.

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

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

Less than 1 year
1 through 4 years
5 through 9 years
10 or more years

1 day/month

12 days maximum
15 days maximum
20 days maximum

Secretaries shall be expected to use their vacation days annually. They shall be allowed to accrue fifty
(50) per cent of their unused vacation days with the total accrued unused vacation days not to exceed

forty (40).

Sick leave shall be granted secretaries as follows:

10 month secretaries

11 month secretaries

12 month secretaries

0-14 years: thirteen (13) days per year; 15-19 years: fourteen

(14) days per year; 20+ years: fifteen (15) days per year with

g maximum accumulation of three hundred twenty five (325)
ays.

0-14 years: fourteen (14) days per year; 15-19 years: fifteen

(15) days per year; 20+ years: sixteen (16) days per year with

g maximum accumulation of three hundred twenty five (325)
ays.

0-14 years: fifteen (15) days per year; 15-19 years: sixteen
(16) days per year; 20+ years: seventeen (17) days per year
with a maximum accumulation of three hundred twenty five
(325) days.

Sick leave days may be used as bereavement days.



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

June 30, 2016

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

(k) Vacation and Sick Leave (Continued)

The agreement between the District and the Galesburg Education Association provides that each
teacher shall be entitled to a total of twelve (12) sick days with full pay per school year. Sick ieave may
be used for personal illness, illness or death in the immediate family, and for pregnancy related
disabilities. Sick leave may be accumulated to 325 days. Both employee vacation and sick leave are
recorded when paid in the individual funds as the liability is not payable with current available funds.
Accumulated vacation pay up to a maximum of 40 days is paid upon termination.

() Use of Estimates

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

Note 2 - Property Taxes

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

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

Actual Rate

2015 2014 2013

Limit Levy Levy Levy
Education 2.7300 2.7206 2.6998 2.7300
Operations and maintenance 0.5000 0.4983 0.4945 0.3347
Bond and interest None 0.6875 0.5984 0.6113
Transportation 0.2000 0.0997 0.0989 0.2000
Municipal Retirement None 0.1748 0.2232 0.1441
FICA/Medicare None 0.1915 0.1488 0.1366
Tort Immunity None 0.1401 0.1400 0.1204
Special Education 0.0400 0.0399 0.0396 0.0400
Lease 0.0500 0.0498 0.0494 0.0500
Working Cash 0.0500 0.0498 0.0494 0.0500
Fire Protection & Safety 0.0500 0.0498 0.0494 0.0500
Totals 47018 4.5914 4.4671




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

June 30, 2016

Note 3 - Fund Balance Reporting

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

GAAP Fund Balance Definitions

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

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

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

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

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

Regulatory Fund Balance Definitions

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

June 30, 2016

Note 3 - Fund Balance Reporting (Continued)

The reserved portion of the Educational Fund's fund balance consists of the following at June 30, 2016:

Ryner Scholarships $ 115,079
Ryner business equipment 109,990
Sargent Scholarship 97,805
Auditorium funds 1,537
Band uniform funds 100,720
Reading at the Cross 6,488
Tutoring 10,228
Area Vocational Center 15,000
Achieve grant 5,000
Galesburg Shake 4,001
Homeless students 1,314
Other 862

$ 468,024

The reserved portion of the Debt Services Fund's fund balance of $1,784,415 represents the amount of
school facilities sales taxes that must be maintained on deposit for the next succeeding abatement
year's principal and interest payment for the series 2011B and 2014B bonds, as specified in the bond
documents. The reserved portion of the Municipal Retirement/Social Security Fund’s fund balance of
$14,079 represents the amount of unexpended social security real estate tax levy which must be used
for future social security tax payments. The reserved portion of the Capital Projects Fund's fund
balances of $127,991 represents the unexpended amount received from the issuance of school bonds
that must be used for specific school construction or renovation. The reserved fund balance of the
agency fund ($3,954,509) represents the balance in the Employee Medical Expense Benefit Trust Fund
that may only be used to pay health, dental and vision claims and related administrative expenses.

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

Note 4 - Common Bank Account

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

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

June 30, 2016

Note 5 - Cash and Investments

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

Custodial Credit Risk

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

At June 30, 2016, the District’s total bank balances were $28,489,406, of which $9,041,721 was covered
by FDIC insurance, $18,960,997 was covered by pledged collateral held by the financial institution's trust
department or agent but not in the District's name, and $486,688 was exposed to custodial credit risk as
it was uninsured and uncollateralized. The bank balance includes $8,920,568 of certificates of deposit
and $646,665 in money market accounts which are included in investments below.

Restricted Cash

At June 30, 2016 the District had restricted cash balances of § 322,874. These funds were restricted by
donors to be used only for scholarships and certain equipment.

Investments

As of June 30, 2016, the District had the following investments:

Duration Less Duration
Fair Value Than 1 Year 1to 3 Years
lllinois School District Liquid Asset Fund Plus -

(Multi-Class Series) - Pooled Investment Fund $ 2 % 2 3% -
F&M Bank Community Money Market Account 194,876 194,876 -
Tompkins State Bank Commercial Growth Account 250,923 250,923 -
First State Bank Municipal Money Market Account 200,866 200,866 -
US Treasury Notes 733,257 733,257 -
Certificates of deposit 8,920,568 8,920,568 -

$ 10300492 § 10,300492 § -

Credit Risk - According to the District's investment policy, the District is allowed to invest in any
investment authorized by the illinois Compiled Statutes 30 ILCS 235/2.
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 5 - Cash and Investments (Continued)

Credit Risk (Continued)

As of June 30, 2018, the District’s investment in the lllinois School District Liquid Asset Fund Plus multi-
class series were rated AAAM by Standard and Poor’s. This investment represents a beneficial interest
in the investment which provides the highest possible yield while maintaining liquidity and preserving
capital. The multi-class portfolio may consist of short-term high-quality certificates of deposit, obligations
of the US government and its agencies and instrumentalities, municipal obligations or other investments.
The F&M Bank Community Money Market Account, the Tompkins State Bank Commercial Growth
Money Market, and the First State Bank Municipal Money Market Account are included in the custodial
credit risk disclosures above. The certificates of deposit mature within one year and are also included in
the custodial credit risk disclosures above. The US government obligations are backed by the full faith
and credit of the US government.

Concentration of Credit Risk - Concentration of credit risk is the risk of a loss attributed to the magnitude
of a government's investment in a single issuer. At June 30, 2016, the District had the following
investments in one issuer which exceed 5 percent of total investments: Ipava State Bank - certificates of
deposit — 14.70 percent and U.S. Treasury Notes — 7.13 percent.

Note 6 - Changes in General Fixed Assets

Fixed asset activity for the year ended June 30, 2016 was as follows:

Balance Balance
June 30, 2015 Additions Deletions June 30, 2016
Land $ 881,764 $ - $ - $ 881,764
Buildings 52,822,828 - - 52,822,828
Improvements other than buildings 20,190,698 471,819 - 20,662,517
Equipment 3,192,538 551,145 {20,293) 3,723,390
Construction in progress 6,867,658 15,400,268 - 22,267,926

83,855,486  § 16,423,232 $ {(20,293) 100,358,425

Less accumulated depreciation 22,879,634 25,339,152
$ 61,075,852 $ 75,019,273
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 6 - Changes in General Fixed Assets (Continued)

At June 30, 2016, construction in progress consisted of the following projects:

Silas Willard Elementary School $ 18,102,204
Galesburg High School Front Entrance 2,626,659
Life Safety Projects 1,539,063

$ 22,267,926

Construction Commitments

The District entered into several construction contracts for construction and renovation of the above
school buildings and facilities. As of June 30, 2016, the District had outstanding construction contracts
totaling approximately $22,428,000 which were 89.65 percent completed. These contracts are being
financed from the proceeds of the series 2014 and 2015 general obligation bonds.

Note 7 — Intergovernmental Accounts Receivable

Intergovernmental accounts receivable at June 30, 2016 consist of the following:

Debt

Educational Services Transportation

Illinois State Board of Education:
Special Education Grants $ 209,806 $ - $ -
State Free Lunch & Breakfast 3,651 - -
IDEA Room & Board 11,986 - -
Title | - Low Income 1,119,906 - -
Title Il - Teacher Quality 66,265 - -
Early Childhood Grant 86,221 - -
Transportation claim - - 185,616
Other federal and state grants 3,135 - -
1,500,970 - 185,616
School Facilities Sales Tax - 424,528 ~

$ 1,500,970 $ 424,528 $ 185,616
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205

NOTES TO BASIC FINANCIAL STATEMENTS

Note 8 - Long-Term Debt

June 30, 2016

The following is a summary of changes in long-term debt of the District for the year ended June 30, 2016:

GO School bonds, series 2011A

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

(50 School bonds, series 2011C
{Qualified Zone Academy)

GO School bonds, series 2013
{Qualified Zone Academy)

GO School bonds, series 2014A

GO School bonds, series 2014B
(Alternative revenue source)

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

GO School bonds, series 2015

Total long-term debt

Balance at Balance at
June 30, 2015 Additions Reductions June 30, 2016
$ 5435000 & - $(1,370,000) $ 4,065,000

14,595,000 - (410,000) 14,185,000
4,200,000 - (305,000) 3,895,000
1,940,000 - {50,000} 1,890,000
8,110,000 - (300,000) 7,810,000

11,815,000 - (65,000) 11,750,000
2,810,000 - - 2,810,000

- 4,985,000 - 4,985,000
$ 48,905000 $ 4,985000 § g2,500,000) $ 51,390,000

Long-term debt at June 30, 2016 is comprised of the following:

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

varying from 3.00 to 6.00 percent.

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

June 30, 2016

Note 8 - Long-Term Debt {(Continued)

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

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

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

General Obligation School Bonds, series 2014B (Alternative revenue source bonds) dated June 12,
2014, original issue amount of $11,815,000 to build and equip a new school building. Interest is due
on January 1 and July 1 of each year with interest rates varying from 3,50 to 4.25 percent. The
principal amount of $965,000 is due January 1, 2027 and is subject to mandatory redemption at the
redemption price of par plus accrued interest to the redemption date, in varying amounts, on January
1, 2016 through 2026. The principal amount of $10,850,000 is due January 1, 2043 and is subject to
mandatory redemption at the redemption price of par plus accrued interest to the redemption date, in
varying amounts, on January 1, 2028 through 2043. The bonds are subject to redemption prior to
maturity at the option of the District, on January 1, 2024, or any date thereafter, at the redemption
price of par plus accrued interest to the redemption date.

General Obligation School Bonds, series 2014C (Qualified Zone Academy Bonds) dated December
17, 2014, original issue amount of $2,810,000 for building improvements and equipment. The issue
provides for serial retirement of principal due each December 16, commencing on December 16, 2018
through 2030 with a final principal amount of $1,125,000 due December 16, 2034. Interest is due on
December 16 and June 16 of each year, commencing December 16, 2015 with interest at 2.40
percent.

General Obligation School Bonds, series 2015 dated September 29, 2015, original issue amount of
$4,985,000 to increase the District's Working Cash Fund. The issue provides for serial retirement of
principal due each December 15 through 2020, beginning December 15, 2016. Interest is due on
June 15 and December 15 of each year, commencing December 15, 2016 with an interest rate of
2.125 percent.
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 8 - Long-Term Debt (Continued)

The annual requirements to amortize all long-term debt outstanding as of June 30, 2016, including
interest are as follows:

General Obligation School Bonds, series 2011A

Fiscal
Year Ending
June 30 Principal Interest Total
2017 $ 245,000 $ 204,906 $ 449,906
2018 265,000 194,707 459,707
2019 285,000 183,350 468,350
2020 305,000 169,669 474,669
2021 335,000 153,668 488,668
2022 - 2026 2,110,000 468,540 2,578,540
2027 520,000 15,600 535,600
Total $ 4,065,000 $ 1,390,440 $ 5,455,440

General Obligation School Bonds, series 2011B

Fiscal
Year Ending
June 30, Principal Interest Total
2017 $ 425,000 $ 789,950 $ 1,214,950
2018 450,000 772,981 1,222,981
2019 450,000 754,419 1,204,419
2020 475,000 732,981 1,207,981
2021 500,000 708,606 1,208,606
2022 - 2026 2,925,000 3,118,738 6,043,738
2027 - 2031 3,825,000 2,169,193 5,994,193
2032 - 2036 5,135,000 823,047 5,968,047
Total $ 14,185,000 $ 9,869,915 $ 24,054,915
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 8 - Long-Term Debt (Continued)

General Obligation School Bonds, series 2011C

Fiscal
Year Ending
June 30, Principal Interest Total
2017 $ 305,000 $ 37,051 $ 342,051
2018 310,000 34,007 344,007
2019 315,000 30,913 345,913
2020 315,000 27,794 342,794
2021 320,000 24,651 344,651
2022 - 2026 1,650,000 74,794 1,724,794
2027 - 2028 680,000 6,732 686,732
Total $ 3,895,000 3 235,942 $ 4,130,942
General Obligation School Bonds, series 2013
Fiscal
Year Ending
June 30, Principal Interest Total
2017 $ 60,000 $ 36,270 $ 96,270
2018 70,000 35,002 105,002
2019 80,000 33,540 113,540
2020 90,000 31,883 121,883
2021 100,000 30,030 130,030
2022 - 2026 600,000 119,925 719,925
2027 - 2030 890,000 36,465 926,465
Total $ 1,890,000 8 323,115 $ 2,213,115
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 8 - Long-Term Debt (Continued)

General Obligation School Bonds, series 2014A

Fiscal
Year Ending
June 30, Principal Interest Total
2017 3 B $ 334,625 $ 334625
2018 545,000 323,725 868,725
2019 - 312,825 312,825
2020 - 312,825 312,825
2021 - 312,825 312,825
2022 - 2026 - 1,564,125 1,564,125
2027 - 2031 3,440,000 1,256,625 4,696,625
2032 - 2034 3,825,000 233,500 4,058 500
Total $ 7,810,000 $ 4651,075 $ 12,461,075
General Obligation School Bonds, series 2014B
Fiscal
Year Ending
June 30, Principal Interest Total
2017 $ 70,000 5 491,400 $ 561,400
2018 60,000 489,125 549,125
2019 80,000 486,675 566,675
2020 80,000 483,875 563,875
2021 80,000 481,075 561,075
2022 - 2026 430,000 2,361,100 2,791,100
2027 - 2031 525,000 2,272,206 2,797,206
2032 - 2036 635,000 2,150,606 2,785,606
2037 - 2041 6,690,000 1,393,149 8,083,149
2042 - 2043 3,100,000 133,239 3,233,239
Total $ 11,750,000 $ 10,742,450 $ 22 492 450
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 8 - Long-Term Debt (Continued)

General Obligation School Bonds, series 2014C

Fiscal
Year Ending
June 30 Principal Interest Total
2017 $ = $ 67,440 3 67,440
2018 - 67,440 67,440
2019 135,000 65,820 200,820
2020 140,000 62,520 202,520
2021 120,000 59,400 179,400
2022 - 2026 650,000 247,440 897.440
2027 - 2031 640,000 173,160 813,160
2032 - 2035 1,125,000 94,500 1,219,500
Total $ 2,810,000 $ 837,720 $ 3,647,720
General Obligation School Bonds, series 2015
Fiscal
Year Ending
June 30, Principal Interest Total
2017 $ 1,335,000 $ 167,076 $ 1,502,076
2018 871,000 68,308 939,308
2019 907,000 49,417 956,417
2020 926,000 29,941 955,941
2021 946,000 10,051 956,051
Total $ 4,985,000 $ 324,793 $ 5,309,793

Legal Debt Margin

The legal debt margin of the District at June 30, 2016 is as follows:

Assessed Valuation $ 406,862,322
Debt limit, 13.8% of assessed valuation $ 56,147,000
Less total debt (excluding alternative revenue source bonds) 25,752,161

Legal debt margin $ 30394839
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 9 — Capital Leases

Changes in capital leases payable for the year ended June 30, 2016 are summarized as follows:

Balance at June 30, 2015 $ 527,067
Additions -
Payments (229,906)
Balance at June 30, 2016 $§ 297,161

The District entered into an agreement to lease computers under a capital lease arrangement. The lease
requires quarterly payments of $55,188, including interest at 3.26 percent. Final payment is due April
15, 2017.

The District entered into an agreement to lease three activity buses under a capital lease arrangement.
The lease requires annual payments of $29,947, including interest at 4.20 percent. Final payment is due
July 15, 2018.

Following is a schedule of the future minimum lease payments and the present value of future minimum
lease payments under the capital leases at June 30, 2016:

Year Ended June 30,

2017 $ 250,700

2018 29,946

2019 29,946
310,592

Less amount representing interest 13.431

Present value of net minimum lease payments $ 297161

The cost and accumulated depreciation of the equipment under capital leases at June 30, 2016 is
as follows:

Cost $ 759,375
Accumulated depreciation 469.410
$__280.965
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GALESBURG COMMUNITY UNIT SCHOOL DISTRICT NO. 205
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 10 — Other Required Disclosures

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

a. Excess of expenditures over appropriations in individual funds as follows:

Budget Actual Overage
Debt Services Fund $ 4,578,573 $ 4620752 § 42179
Transportation Fund $ 1,899,201 $ 1939101 § 39,900
Fire Prevention & Safety Fund $ 7.029,650 $ 7880436 §$_850,786

b. Deficit fund balances of individual funds:

There were no funds with a deficit fund balance at June 30, 20186.

¢. Individual fund interfund receivable and payable balances.

There were no interfund receivable and payable balances as of June 30, 2016.
d. Interfund transfers:

Interfund transfers are defined as the flow of assets without equivalent flows of assets in return. The
composition of interfund transfers for the year ended June 30, 2016 is as follows:

Fund Transfer In Fund Transfer Out Amount

Operations and Maintenance Working Cash $ 1,000,000
Capital Projects Working Cash $§ 543,326
Fire Prevention and Safety Working Cash $ 3,702,331

The transfer from the Working Cash Fund to the Operations and Maintenance Fund was to cover the
operating deficit in the fund for the year ended June 30, 2016 and increase fund balance. The transfer
from the Working Cash Fund to the Capital Projects and Fire Prevention and Safety Funds were made
to fund certain construction projects.
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NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

Note 11 — Risk Management / Self-Insurance

The District is exposed to various risks of loss related to torts, theft of, damages to and destruction of
assets, errors and omissions, injuries to employees, natural disasters, and medical claims of its
employees and their dependents. The District is self-insured for medical coverage for its employees and
other dependents. The District purchases commercial insurance for all other risks of loss and for
medical claims in excess of loss coverage. During the year ended June 30, 2016, there were no
significant reductions in insurance coverage. Settled claims from these risks have not exceeded the
commercial coverage in any of the past three fiscal years.

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

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

Individual insurance benefit provision (policy period 8/1/2015 — 8/1/2016)

Limit of self-insurance plan before reinsurance
per individual per fiscal year $ 80,000

Limit of reinsurance reimbursement is 100% of
claim payments in excess of individual deductible
of $80,000 up to a policy period maximum of Unlimited

The Trust also maintains aggregate reinsurance coverage of $1,000,000 when aggregate medical
claims exceed approximately $2,989,000 over the annual liability period (8/1/2015 - 8/1/2016).

The District collects monthly premiums from employees and retirees and transfers those premiums
along with the District's share of premiums for active employees to the self-insurance trust. These
premiums are based on historical cost information or actuarial estimates of the amounts needed to pay
prior and current year claims. The claims liability included in the Medical Expense Benefit Trust Fund at
June 30, 2016 is based on the requirements of Governmental Accounting Standards Board Statement
No. 10, Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, which
requires that a liability for claims be reported if information prior to the issuance of financial statements
indicates that it is probable that a liability has been incurred at the date of the financial statements and
the amount of the loss can be reasonably estimated.
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June 30, 2016

Note 11 — Risk Management / Self-Insurance {Continued)

Changes in the claims liability in fiscal years 2016 and 2015 were:

Balance, June 30, 2014 $ 313,024
Claims incurred 2,623,158
Claims paid {2,737,269)
Balance, June 30, 2015 198,913
Claims incurred 2,869,971
Claims paid (2,759,189)
Balance, June 30, 2016 § 309,695

Note 12 - Retirement Fund Commitments

Teachers' Retirement System of the State of lllinois

Plan Description

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

TRS issues a publicly available financial report that can be obtained at http://trs.jllinois.qov/ipubs/cafr , by
writing to TRS at 2815 West Washington Street, PO Box 19253, Springfield, IL 62794; or by calling (888)
877-0890.

Benefits Provided

TRS provides retirement, disability, and death benefits. Tier | members have TRS or reciprocal system
service prior to January 1, 2011. Tier | members qualify for retirement benefits at age 62 with five years
of service, at age 60 with 10 years, or age 55 with 20 years. The benefit is determined by the average of
the four highest years of creditable earnings within the last 10 years of creditable service and the
percentage of average salary to which the member is entitled. Most members retire under a formula that
provides 2.2 percent of final average salary up to a maximum of 75 percent with 34 years of service.
Disability and death benefits are also provided.
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Note 12 - Retirement Fund Commitments (Continued)

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

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

Contributions

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

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

On-behalf contributions to TRS. The State of lllinois makes employer pension contributions on behalf
of the District. For the year ended June 30, 2016, State of lllinois contributions recognized by the District
were based on the state’s proportionate share of the collective net pension liability associated with the
District, and the District revenue and expenditures of $13,767,405 in pension contributions from the
State of lllinois.

2.2 formula contributions. Employers confribute 0.58 percent of total creditable eamings for the 2.2
formula change. The contribution rate is specified by statute. Contributions for the year ended June 30,
2016, were $145,225 and are deferred because they were paid after the June 30, 2015 measurement date.

Federal and special trust fund contributions. When TRS members are paid from federal and special
trust funds administered by the District, there is a statutory requirement for the district to pay an
employer pension contribution from those funds. Under 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.
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Note 12 - Retirement Fund Commitments (Continued)

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

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 $1,466,874 were
paid from federal and special trust funds that required employer contributions of $528,955. These
contributions are deferred because they were paid after the June 30, 2015 measurement date.,

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

The District is also required to make a one-time contribution to TRS for members granted salary
increases over 6 percent if those salaries are used to calculate a retiree’s final average salary. A one-
time contribution is also required for members granted sick leave days in excess of the normal annual
allotment if those days are used as TRS service credit. For the year ended June 30, 2016, the District
paid $80,784 to TRS for employer contributions due on salary increases in excess of 6 percent and
$2,017 for sick leave days granted in excess of the normal annual allotment.

Pension Liabilities

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

District's proportionate share of the net pension liability $ 17,695,870
State’s proportionate share of the net pension liability associated

with the District 168,041,839
Total $ 185737700

The District utilizes the regulatory basis of accounting prescribed by the Illinois State Board of Education
and therefore, does not report its proportionate share of the net pension liability on the statement of
position.
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Note 12 - Retirement Fund Commitments {Continued)

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

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 .0270124410 percent, which was a decrease of 5.41 percent from its
proportion measured as of June 30, 2014.

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 7.50 percent, salary increase assumptions were lowered,
retirement rates were increased, mortality updates were made and other assumptions were revised. The
actuarial assumptions used in the June 30, 2014 valuation were based on updates to economic
assumptions adopted in 2014 which lowered the investment return assumption from 8.0 percent to 7.50
percent. The salary increase and infiation assumptions were also lowered from their 2013 levels.

The long-term expected rate of return on pension plan investmenis 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.
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Note 12 - Retirement Fund Commitments (Continued)

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

The target allocation and best estimates of arithmetic real rates of return for each major asset class that
were used by the actuary are summarized in the following table:
Target Long-Term Expected

Asset Class Allocation Real Rate of Return
U.S. Large Cap 18% 7.53%
Global Equity excluding U.S. 18 7.88
Aggregate Bonds 16 1.57
U.S. TIPS 2 2.82
NCREIF 11 5.11
Opportunistic Real Estate 4 9.09
ARS 8 2.57
Risk Parity 8 4.87
Diversified Inflation Strategy 1 3.26
Private Equity 14 12.33

Total ~100%

Discount Rate

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

Based on those assumptions, TRS's fiduciary net position at June 30, 2015 was not projected to be
available to make all projected future benefit payments of current active and inactive members and all
benefit recipients. Tier I's liability is partially-funded by Tier 1|l 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 payment 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.
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Sensitivity of the employer's proportionate share of the net pension liability to changes in the
discount rate

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

(6.47%) (7.47%) (8.47%)
1% Decrease  Current Discount Rate 1% Increase

Employer’s proportionate share

of the net pension liability $ 21,867,756 $§ 17695870 £ 14274810

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

lllinois Municipal Retirement Fund

IMRF Plan Description

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

Benefits Provided

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

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

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

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

Employees Covered by Benefit Terms
As of December 31, 2015, the following employees were covered by the benefit terms:

IMRF
Retirees and Beneficiaries currently receiving benefits 275
Inactive Plan Members entitled to but not yet receiving benefits 324
Active Plan Members 329
Total —928

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 to
member coniributions, to finance the retirement coverage of its own employees. The District's
annual contribution rate for calendar year 2015 was 10.94%. For the fiscal year ended June 30, 2016,
the District contributed $782,435 to the plan. The District also contributes for disability benefits, death
benefits, and supplemental retirement benefits, all of which are pocled 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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lllinois Municipal Retirement Fund {Continued)

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 Assets.

The Inflation Rate was assumed to be 2.75%.

Salary Increases were expected to be 3.75% to 14.50%.

The Investment Rate of Return was assumed to be 7.47%.

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

For non-disabled retirees, an IMRF-specific mortality table was used with fully generational
projection scale MP-2014 (based year 2014). The IMRF specific rates 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-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 Employee Mortality Table with adjustments to match current IMRF experience.

There were no benefit changes during the year.

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 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:
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lllinois Municipal Retirement Fund {Continued

Long-Term

Portfolio Expected

Target Real Rate

__ Asset Class Percentage of Return
Domestic Equity 38% 7.39%
International Equity 17% 7.59%
Fixed Incorme 27% 3.00%
Real Estate 8% 6.00%
Alternative Investments 9% 2.75-8.15%
Cash Equivalents 1% 2.25%

Total 100%

Single Discount Rate

A Single Discount Rate of 7.47% 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 contribution rates and the member rate. The
Single Discount Rate reflects:

1. The long-term expected rate of return on pension plan investments (during the period in which
the fiduciary net position is projected to be sufficient to pay benefits), and
2. 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
7.50%, the municipal bond rate is 3.57%, and the resulting single discount rate is 7.47%.

Net Pension Liability

At December 31, 2015, the District’s total pension liability, plan fiduciary net position, and net pension
liability were as follows:

Total pension liability $ 38,714,317
Plan fiduciary net position 33,918,331
Net pension liability $ 4,795,986

The District utilizes the regulatory basis of accounting prescribed by the lllinois State Board of Education
and therefore, does not report the net pension liability on the statement of position.
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Note 13 ~ Postemployment Healthcare Benefits

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

The State Employees Group Insurance Act of 1971 (5 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 plan is administered by the lllinois Depariment of Central Management Services (CMS) with the
cooperation 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 make a contribution to the THIS Fund.

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

¢ On behalf contributions to the THIS Fund. The State of lllinois makes employer retiree health
insurance contributions on behalf of the District. State contributions are intended to match contributions
to THIS Fund from active members, which were 1.07 percent of pay during the year ended June 30,
2016. State of llinois contributions were $267,916 and the District recognized revenue and expenditures
of this amount during the year.

* Employer 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, 20186, the District paid $200,311 to the THIS Fund, which was 100 percent of the required
contribution.

The publicly available financial report of the THIS Fund may be found on the website of the lllinois Auditor
General: hitp://www.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.”

Note 14 - Post employment Benefits Other than Pensions

Plan Description. The Galesburg Community Unit School District No. 205 Medical Expense Benefit
Trust is a single-employer defined benefit healthcare plan administered by the District. This plan is a
governmental plan established by the Galesburg Community Unit School District No. 205's Board of
Education. The Board has the authority to amend and change benefits provided. The Medical Expense
Benefit Trust provides medical, dental, and vision coverage. The Trust has an actuarial valuation of the
plan every other year, The last valuation performed was for the year beginning July 1, 2014 and ending
June 30, 2015 and was updated for the year ending June 30, 2016.
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